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For  Reference 
Do  Not  Take 
From  the  Library 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915,  Section  623 


^aRh?n3io^nat  their 


l£  CgJliLv^CX     It's  a  siren  song  from  a  sliver  of  asphalt 


that  crosses  the  Mississippi.  A  whisper  from  a  winding  stretch  due 


west  of  New  Hampshire.  A  holler  from  a  highway  in  the  heart  of  Texas. 


The   road   is   calling.    Reminding  you  that   there  are  horizons   to  be 


chased.   Trees  to  be  blurred.   Dotted  lines  to  be  crossed.  The  road 


is   stretched   before  you.    How  will  you  embrace  it?    Consider  this 


suggestion.    The   thoroughly    reengi neered,    aggressively  restyled, 


utterly  renewed   Lexus  ES  300.   The  road  is  calling.    ANSWER  IT. 
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42  Time  Warner 
versus  Fox 

A  furious  Rupert 
Murdoch  has  enlist- 
ed Rudy  Giuliani  in 
his  battle  against 
Turner  and  Levin. 


88  Howard  Hughes 

Thanks  to  his  obses- 
sion with  Las  Vegas 
real  estate,  22  of  his 
cousins  and  their 
descendants  are 
now  $1  billion  richer. 


The  Forbes 
200  Best  Small 
Companies 

158  The  Honor  Roll 

What  these  ten  companies 
know  that  their  competi- 
tors don't. 
By  Nina  Munk 
and  Suzanne  Oliver 

164  McAfee  Associates 

Fat  software  margins. 
By  Scott  Wool  ley 

165  Knight 
Transportation 

Happy  truckers  make 
happy  customers. 
By  Bruce  Upbin 

167  RTW 

Putting  workers1  comp 
workers  back  to  work. 
By  Nina  Munk 

169  Southern 
Energy  Homes 

Mobile  homes  to  order. 

By  Luisa  Kroll 

172  Medusa 

Earning  15%  in  cement. 

By  Kambiz  Foroohar 


COVER  ILLUSTRATION 
BY  JEFFREY  FISHER 


176  Safeskin 

Profitable  rubber  gloves. 
By  Matthew  Schifrin 

178  Toy  Biz 

Thriving  in  an  industry 
dominated  by  giants. 

By  Suzanne  Oliver 

182  Roper  Industries 

Derrick  Key  buys  what  no 
one  else  wants. 
By  Dyan  Machan 

184  Miller  Industries 

The  tow  truck  savior. 

By  Christine  Foster 

186  Speedway 
Motorsports 

Big  shareholder  returns. 

By  Suzanne  Oliver 

192  Annual  Reports 

50  cents  or  $10:  You  can't 
tell  a  book  by  its  cover. 

By  Christine  Foster 
and  Luisa  Kroll 

198  Reading  your  way 
to  wealth 

Pitfalls  of  how-to  books 
on  entrepreneurship. 

By  Michelle  Conlin 


204  New  Enterprise 
Associates 

Picking  startup  winners 
made  easy. 
By  Janet  Novack 

210  A  needed  import 

Brainpower  that  enriches 
the  whole  society. 

By  Damon  Darlin 

222  Fast  company 

The  turnover  on  last 
year's  200  Best  list. 

By  Steve  Kichen 
and  Michelle  Conlin 

228  The  200  Best  Small 
Companies  in  America 
258  The  World's  Best 
Small  Companies 
264  The  Chief  Executives 
288  Ranking  the  200 
298  Where  to  find  them 

176  Safeskin 

"I  happen  to  be 
very  lucky. 
Things  just  seem 
to  hit  me  at  the 
right  time." 


Management, 

Strategies, 

Trends 

42  Time  Warner 

Ted  teaches  Jerry  some 
lessons  about  hardball. 

By  Matthew  Schifrin 

46  McDonald's 

Why  it's  opening  new 
stores  faster  than  ever. 

By  Gary  Samuels 

52  Northern  Trust 

Following  its  snowbird 
customers  south. 

By  Gary  Samuels 


164  McAfee  Associates 

"We  do  things  pretty  differently  here.  You 
can't  achieve  the  kind  of  results  we've 
achieved  without  breaking  the  rules." 


80  The  Amex 

It's  back  from  the  dead. 

By  Gretchen  Morgenson 

88  The  Hughes  legacy 

Las  Vegas  real  estate. 

By  Robert  Lenzner 

98  U.S.  Office 
Products 

Proving  that  people  per- 
form best  if  left  alone. 

By  Peter  Spiegel 

145  Clueless  in  Seattle 

Ken  Behring's  good 
instincts  finally  run  out. 

By  James  Samuelson 

322  Marketing 

Movies  become  more  like 
ads — and  vice  versa. 
By  Luisa  Ki oil 

328  Faces  Behind 
The  Figures 

Michael  Spiewak, 
I.  Spiewak;  Oliver 
Richard  III,  Columbia 
Gas  System;  Judith 
Sprieser,  Sara  Lee. 


International 

146  Competition 
calling 

Japan's  portable  phone 
industry  gets  deregulation 
religion. 

By  Neil  Weinberg 

Law  &  Issues 

44  Paying  for 
higher  education 

Roy  Chapman  may 
have  a  real  solution. 

By  Randall  Lane 

68  Leaving  the  law 

More  lawyers  bail  out. 

By  Lisa  Gubernick 
and  Joshua  Levine 

148  The  school 
catastrophe 

Educrats  say  their  produc- 
tivity matches  the  service 
sector.  Not  so. 

By  Peter  Brimelow 

150  On  The  Docket 
Boss  harassment 

Employment  law  is  the  hot 
field  for  "rights"  litigation. 
Guess  who  gets  burned? 
By  Tim  W.  Ferguson 


210  CyberMedia 

"We're  not  an  Indian  or  a  Vietnamese 
company.  We're  an  American  company." 


Money  & 
Investments 

356  The  Money  Men 
"Poof"  companies 

How  to  capitalize  on  the 
consolidation  wave. 
By  Christopher  Palmeri 

358  The  Funds 
Gold  finder 

The  price  of  gold  has 
scarcely  moved  lately.  So 
why  has  Midas  Fund 
been  up  24%  annually? 

By  James  M.  Clash 

362  The  Funds 
Orange  groves 
and  hedge  funds 

Is  Baker,  Fentress  a  buy 
now,  at  an  18%  discount? 

By  Thomas  Eastern 

364  Taxing  Matters 
401  (k)  survival  tactics 

If  you  died  suddenly, 
could  your  heirs  defer 
income  taxes  on  your 
retirement  savings? 
By  Laura  Saunders 

366  Taxing  Matters 
Moonlight  savings 

Stashing  away  tax- 
deferred  money  when  you 
have  a  sideline  business. 

By  Janet  Novack 


369  The  Forbes/Barra 
Wall  Street  Review 

370  New  Issues  Review 

371  Streetwalker 

Stryker  Corp.;  Finlay 
Enterprises;  billboard 
companies;  Cascade 
Corp.;  Banco  Ganadero; 
Mauna  Loa  Macadamia 
Partners;  Health  Systems 
International;  Wellman, 
Inc. 
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49  Reality  Check 

Robert  H.  Nelson 

64  Business  Strategy 

John  Rutledge 
86  As  I  See  It 

Dinesh  D'Sousa 
96  As  I  See  It 

Dwight  Lee 

374  Portfolio  Strategy 

Kenneth  L.  Fisher 

378  Wall  Street  Irregular 

Mark  Hulbert 

380  Foreign  Exchange 

Andrew  J.  Krieger 

381  Market  Trends 

Martin  Sosnoff 

384  Stock  Trends 

Laszlo  Birinyi  Jr. 
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322  Entertaino  .lercials 

Bugs  Bunny  and  friends  team  up  to  bring 
you  a  feature-length  Nike  commercial. 


350  Planet  Web 

The  lure  of  a  cheap  browser:  Why  spend 
$2,000  to  get  on  the  Internet  when  your 
kid's  Sega  game  player  can  do  the  job? 


154  On  The  Docket 
The  $20  billion  target 

White-collar  professionals 
who  sue  for  overtime. 

By  Susan  Adams 

Technology 

330  Straight  arrows, 
twisted  metal 

The  sex -and -violence 
world  of  computer  games. 
By  Bruce  Upbin 

332  Interactive  Media 

Tektronix  tries  to  re- 
invent itself— again. 
By  Nikhil  Hutheesing 

338  Insights 

By  Peter  Huber 

340  The  Software 
Horizon 

By  Joseph  R.  Garber 

342  Doubleclick 

Using  the  Internet 
for  targeted  advertising. 

By  Zina  Moukheiber 

346  Fibernet 

Customers  caught  in 
deregulation  crossfire. 
By  John  R.  Hayes 


350  Surfing  with  Sega 

How  to  browse  the  Web 
for  only  $200. 

By  Nikhil  Hutheesing 

352  Compaq's  Barbie- 
doll  strategy 

Compaq  sells  more  com- 
puter monitors  than  any- 
one else  without  even  try- 
ing. Now  it's  trying. 
By  R.  Lee  Sullivan 

354  Staying  Healthy 

The  idea  that  antioxidant 
vitamins  prevent  illness  is 
biting  the  dust.  How 
could  so  many  scientists 
have  been  so  wrong? 
By  Philip  E.  Ross 
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14  Follow-Through 
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30  Other  Comments 

35  Commentary 

39  Transparent  Eyeball 

40  Forbes  Index 

399  Flashbacks 

400  Thoughts 
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Personal  Affairs 

386  Genghis  Khan 
slept  here 

It's  not  for  you  if  you 
insist  on  traveling  in 
comfort,  but  you  can  now 
take  fascinating  guided 
tours  along  Asia's  fabled 
Silk  Road. 
By  Andrew  Tanzer 

391  Talking  Head 

By  Susan  Lee 


392  Collectors 
A  $1  million 
Hon  us? 

Honus  Wagner  was  a 
pretty  good  ballplayer 
What  makes  his 
baseball  card  so 
valuable?  Hype. 
By  Doris  Athineos 

394  Collectors 
Ho  hum,  just 
another  wreck 

It's  a  buyer's  market  in 
artifacts  and  treasures 
recovered  from  old 
sunken  ships. 

By  Doris  Athineos 


392  Baseball  cards 

We're  not  talking 
Matisse  here,  but 
we  are  talking 
Matisse  prices. 


FORBES  ONLINE  is  an  electronic  edition 

of  Forbes  available  on  CompuServe.  To  access:  GO  FORBES 

To  access  Forbes  on  the  Internet, 

set  your  browser  to:  http://www.forbes.com 
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TO  YOU,  IT  LOOKS  LIKE  THE  WORLD'S  SMALLEST  ZOOM  CAMERA. 


TO  IT,  YOU  LOOK  LIKE  THE  WORLD'S  LARGEST  PERSON. 


Introducing  the  Olympus"  Infinity  Stylus  Zoom  105. 

As  a  matter  of  fact,  it  really  is  the  world's  smallest  weatherproof 
3X  zoom  camera -its  state-of-the-art  design  means  it  fits  easily 
in  the  palm  of  your  hand.  But  the  Stylus  Zoom  105  is  more  than 
just  small.  Its  sleek  body  also  happens  to  house  an  incredibly 
powerful  38-105mm  lens  — enough  zoom  power  to  make  a  mountain 
out  of  any  molehill.  The  introduction  of  the  Stylus  Zoom  105  continues 
a  tradition  of  excellence  that  has  made  the  Stylus  series  our 
best-selling  line  of  cameras,  with  over  6  million  sold  worldwide. 
To  us,  that's  nothing  short  of  an  amazing  achievement.  To  you  — 
well,  just  go  to  your  local  camera  store  and  decide  for  yourself. 

HOW  THE  BIG  SHOTS  TAKE  SNAPSHOTS.™  OLYMPUS 


©1996  Olympus  America  Inc.  In  USA  call  1.800.6.CAMERA  or  write  Olympus  America  Inc.,  2  Corporate  Center  Drive,  Melville,  NY  11747. 
In  Canada:  Carsen  Group,  Inc.,  Toronto.  Internet:  http://www.olympusamerica.com 


Vb  m  p  ute  rs 

may 

COMPATIBL 


IP  your  new,  user-Friendly  computers  aren't  as  productive  as  you'd  hoped,  please  don't  blan 


the  computers.  Or  the  users.  The  real  problem  may  be  the  interface  between  the  two:  yo 


People,  after  all,  weren't  designed  to  sit  at  compute 


office  furniture. 


for  hours.  When  discomfort  and  fatigue  set  in,  our  efficiency  suffers.  Not  to  mention  o 


muscles  and  joints. 


The  solution?  Highly  adjustable  furniture  that  adapts  our  new  woi 


tools  to  our  highly  unadjustable  anatomies. 


At  Haworth,  these  solutions  include  Tango" 


distinctive  desking  system  with  two  ways  to  adjust  desk  height:  by  a  conceale 


mechanism  or  a  simple,  desktop  hand  crank.  Our  dual-surfac 


b—  desks  have  adjustab 


*^    ^  See  our  Tango™  desking  system 
online  at  www.haworth-Furn.com 


<eyboard  surfaces  to  accommodate  a  variety  of  people  and  tasks.  And  sloped  desk  edges 


alleviate  wrist  and 
unique  twist  to 


Forearm  pressure  points. 


In  seating,  we've  added  a 


(    our  ergonomic  Accolade®  line:  large,  rotating  Ripper 


armrests  that  help  support  keyboarding  motion  and  mouse  operation.    Just  as  important 


Haworth  supports  businesses  with  practical  inFormation  about  the  changing 


workplace.  For  our  Free  booklet,  "Ergonomic  Standards  and  Regulations," 


call  us  at  1-800-344-2600.  Chances  are,  you'll  Feel  better  right  away. 


H/)\A/LJM"1  H  Furniture  For  what's  next 


OMPANIES  AMD  NAMES  IN  THIS  ISSUE 


Forbes 


EACH  REFERENCE 
IS  TO  THE  FIRST 
PAGE  OF  THE 
STORY  IN  WHICH 
THE  COMPANY  OR 
NAME  APPEARS. 


Abcrcrombic  &  Kent  International,  386 

ABN  AMRO,  52 

Aboutwork,  198 

Abram,  red,  18 

Abrams,  Rhonda  M.,  198 

ActiVision,  378 

Adams  Media,  198 

Adams,  Bob,  198 

Adams,  Richard,  204 

Adaptec,  204 

ADI  Systems,  210 

Adobe  Systems,  158 

Adspccs-Imagcxprcs,  340 

Adtran,  264 

Acgon,  374 

Aetna,  384 

AGCO,  369 

Ahearn,  Joseph,  178 

Alcatel  Alsthom,  374 

Alco  Capital,  14 

Allen,  Paul,  145 

Allwastc,  356 

Alomar,  Roberto,  391 

Alpha  Books,  198 

Alpine  Technology  Ventures,  210 

Alston  &  Bird,  364 

Altman  Weil  Pcnsa,  68 

America  Works,  18 

American  Express,  381 

American  Home  Products,  381 

American  Medical  Response,  356 

American  Mcdscrvc,  370 

American  Stores,  1 50 

Amin,  Idi,  210 

Amoco,  46 

AMP,  381 

AMR,  342 

Andrews  &  Kurth,  88 
Anscll,  176 
Aoki,  Rockv,  394 

AON,  362 

APAC  TeleServic.es,  264 
Apple  Computer,  384 
Applebces  International,  222 
Arad,  Avi,  178 
Argcntaria,  374 
Armada  Gold,  358 

Ascend  Communications,  204 
Asian  Pacific  Adventures,  386 
AT&T,  338,  342,  346 
Atlantic  ACM,  346 
Atlantic  Richfield,  154,  381 
Attachmatc,  342 
Auto  Equipment,  184 
Avid  Technology,  332 
Avida,  Dan,  210 
Avramopoulos,  Demitris,  35 


Baird  &  Son  (U.S.  Office  Products),  98 

Baird,Thomas,  98 

Baker  &  McKenzie,  150 

Baker,  Fentress,  362 

Baker,  Michael,  356 

Balducci's,  39 

Balsam,  Craig,  68 

Banco  Bilbao  Vizcaya,  372 

Banco  Ganadero,  372 

Bangs,  David  H.  Jr.,  198 

BankAmerica,  52,  342,  381 

Bankers  Trust,  384 

Barnes  &  Noble,  198 

Barnett  Banks,  362 

Barneys  New  York,  328 

Barrick  Gold,  358,  384 

Bartholomew,  Michael,  330 

Batchclor,  Wendell,  169 


Baxter  International,  176,  204 

Bay,  Michael,  322  * 

Bcliring,  Kenneth,  145 

Bellman,  Geoffrey  M.,  198 

BcnDaniel,  David,  198 

Bcnihana,  394 

Benson,  Dale,  371 

Best  Products,  14 

Bctkcr,  Mark,  192 

Bcuthcr,  Robert,  322 

HI  Research,  378 

BigBook,  204 

Bishop,  Tom,  378 

Biztravcl.com,  204 

Blimpic  International,  192 

Bloomingdale's  (Federated  Department 

Stores),  328 
BodyLincs,  40 
Boeing,  154 
Bonavia,  Judy,  386 
Bonsai,  Frank,  204 
Books  That  Work,  342 
Borders  Books  &  Music,  198 
Bornstein,  Jay,  198 
Bowes,  Ixe,  18 
Boyiazis,  Michael,  22 
Bozcll,  Jacobs,  Kcnyon  &  Eckhardt,  342 
Brav,  Alon,  204 
Bravcrman,  Neil,  176 
British  Petroleum,  182 
British  Sky  Broadcasting,  42,  332 
Browning-Ferris  Industries,  356 
Bruckheimer,  322 
Bryan  World  Tours,  386 
BT  Office  Products  International,  98 
Buchrcr,  Albert,  39 
Buclter,  H.  Tom,  210 
Buffctt,  Warren,  158 
Bull  &  Bear  funds,  358 
Burkhardt,  Ronald,  322 
Byers,  Mark,  68 


Cage,  Nicholas,  322 
CaUmafdc,  Paula,  366 
Campbell,  James,  165 
Carliner,  David,  204 
Carpenter,  Brcnda,  198 
Cascade,  372 
Cavalier  Flomcs,  169 
Ccrner,  222 
Chan,  Chuck,  210 
Chang,  Chi-Ching,  210 
Chapman,  Roy,  44 
Chari,  Srikanth,  210 
Chase  Manhattan,  373 
Chase  Securities,  40,  371 
Checkers,  46 
Chenfeld,  Cliff,  68 
Chevron,  46 
Chicago,  52 
Chilgener,  258 
Christie's,  392,  394 
Cinram,  258 
Circuit  City,  14 
Cirrus  Logic,  210 
Cisco  Systems,  158,  228,  381 
Citicorp,  381 

Citidel  Communications,  362 
Clark,  James,  204 
Clemons,  V.  Gordon,  264 
Clerides,  Glafcos,  35 
Clinton,  Bill,  35,  44,  340 
Clinton,  Hillary,  204 
Coach  U.S.A.,  356 
Coca-Cola,  176,  381 
Cognex,  192 

Kenneth  Cole  Productions,  192 
Colombo,  George  W.,  22 
Columbia  Gas  System,  328 
Compaq  Computer,  352 
Compression  Labs,  378 
Computer  Associates,  158 
Conccprus,  204 
Concord  EFS,  192 
Conncry,  Sean,  322 
Consolidated  Graphics,  356 
Consolidatcd-Tomoka  land,  362 
Conway,  Christopher,  210 
Corky's  Dealership,  169 
Corporate  Express,  98,  356 
CorVel,  264 
CPC  International,  381 
Crawford,  Mary,  340 
Credit  Acceptance,  264 


Cronan,  Michael,  340 

Cronan/Artifact,  340 

Crosby,  Heafcy,  Roach  &  May,  150 

Crosby,  Rod,  356 

CS  First  Boston,  178 

CUC  International,  222 

Custom  Chrome,  192 

CybcrMcdia,  204,  210 


Daimler-Benz,  165 

Dairy  Mart,  80 

Dallas  Semiconductor,  204 

Davis,  Jan,  1 69 

Day  Runner,  222 

DDI,  146 

Dean  Witter  Discover,  384 
Dearborn  Publishing,  198 
Decring,  Anthony,  88 
Dell  Computer,  352 
Denktash,  Rauf,  35 
Denoff,  Douglas,  346 
Dcpuy,  370 
DcSantis,  Carl,  264 
Diamond  Fields  Resources,  358 
Diba,  210 

Dibachi,  Farid,  210 
Dibachi,  Farzad,  210 
DiCamillo,  Gary,  18 

Dick's  Drive  Ins,  68 

Diller,  Barry,  42 

Disclosure,  258 

Walt  Disney,  46,  381 

Dole,  Bob,  26,  44,  340 

Domus,  68 

DoublcClick,  342 

Drexcl  Aqua  Technologies,  394 

Dueker,  Kenneth,  68 

Duffield,  David,  264 

DuPont,  381 

Durakon  Industries,  184 

Duriron,  182 

DuroLitc  International,  362 


E-Myth  Academy,  198 

Eagle  Food  Centers,  378 

Eagle  Hardware  &  Garden,  14 

Eastman  Kodak,  381 

Ebrahimi,  F.  Fred,  210 

Echo  Bay  Mines,  384 

Edison  International,  150 

Elahian,  Kamran,  350 

Elan,  258 

Elder  Health,  204 

Electrolizing,  150 

Electronics  for  Imaging,  210 

Elf  Aquitaine,  369 

Elkins,  David,  88 

Empaques  Pondcrosa,  258 

Enron,  381 

Epstein,  Jack,  22 

Erbakan,  Ecmettin,  35 

Ernst  &  Young,  198 

Ernst  Home  &  Garden  Center,  14 

Evans,  Robert  Sheldon,  172 

Evolutionary  Technologies,  204 

Exxon,  381' 


Fairmile  Gold,  358 

Falcon  Products,  222 

Fannie  Mac,  381 

Fastcnal,  158 

Federal  Express,  98,  384 

Federated  Department  Stores,  371 

Fena,  Lori,  342 

Fcssler,  Daniel,  346 

Fibernet,  346 

Fidelity  Investments  (FMR),  192,  358,  362 

Finlay  Enterprises,  371 

First  Chicago  NBD,  52 

First  Team  Sports,  158,  222 

Fisher,  Bob,  18 

Fisher,  Philip,  158 

Fjeldstad,  Lucie,  332 

Fletchcr-Barnhardt  &  White,  340 

Flvnn,  Tim,  98 

Forbes,  Chip,  340  • 

Ford,  Brian,  198 

Foss,  Donald,  264 

Foundation  Health,  373 

Fox  (News  Corp.),  178 

France,  William,  186 

Franklin  Quest,  222 


Franklin  Resources,  158 
Friedman,  Milton,  44 
Fries,  Ed,  330 
Fromstcin,  Mitchell,  1 8 

Frontier,  346 
Fry,  372 

Fukuyama,  Francis,  86 


Gabclli,  Mario,  80 
Gallant,  Mitchell,  68 

Gannett,  371 
Gap,  18 

Gateway  2000,  352 
Gazprom,  182 
GE,  42,  204 
General  Mills,  381 
Geographic  Expeditions,  386 
Gerber,  Michael  E.,  198 
Gidwitz,  Michael,  392 
Gilfanov,  Alexander,  22 
Gillette,  381 
Giuliani,  Rudolph,  42 
Glassman,  James  E.,  40 
Glenmorc  Highlands,  358 
GM.96 

Godin,  Seth,  198 
Golden  Cycle  Gold,  358 
Golden  Queen,  358 
Goldstakc  Exploration,  358 
Goldstein,  Seth,  342 
Gompers,  Paul,  204 
Goodman,  Gary  E.,  354 
Goodyear  Tire  &  Rubber,  52 
Goolsby,  John  L.,  88 
Gore,  Al,  340 
Gorman,  John,  192 
Graham,  Lindsey,  44 
Graham-Field  Health  Products,  378 
Grant,  Susan,  150 
Gray  Line,  356 
Greater  Lcnora,  358 
Greenberg,  Jack,  46 
Gretzky,  Wayne,  392 
Grossman,  Michael,  68 
Gruber,  Bruce,  169 
Grupo  Santander,  374 
GT  Bicycles,  22 

Guerrilla  Marketing  International,  198 
Guess,  322 
Gvmboree,  228 


Hagerman,  Kris,  204 

Halper,  Barry,  392 

Hamburg,  William,  204 

Hammer,  Katherine,  204 

Hanushek,  Eric  A.,  148 

Hardaway,  Penny,  322 

Hardee's,  46 

HarperBusincss,  198 

HarperCollins  (News  Corp.),  26 

Harter,  Steven,  356 

Hasenbank,  Garv,  18 

Hawn,  Goldie,  391 

Hayne,  Richard  A.,  192 

HBO  &  Co.,  222 

Health  Svstems  International,  373 

Healtheon,  204 

Hcalthsouth,  204 

Heartland  Express,  165 

Heartland  Large  Cap  Value  Fund,  369 

Heerensperger,  David,  14 

Hershkowitz,  Henry,  68 

Hewlett-Packard,  332,  381 

Hikari  Tsushin,  146 

Hilton,  Travis,  330 

Hinzman,  Leone,  18 

Hitachi,  146 

Holmes,  James,  369 

Home  Depot,  14,  150 

Home  Shopping  Network,  42 

Homcstakc  Mining,  358 

Hopkirk,  Peter,  386 

Hou,  Raymond,  210 

Houghton  Mifflin,  198 

Howard,  Carleton,  16 

Hulbcrt  Financial  Digest,  378 

Human  Capital  Resources,  44 

Hutchinson,  James,  364 

Huyzer,  Rudolf,  98 


.  Spiewak,  328 
IBES  Express,  258 


I    Subscriptions:  U.S.A.  one  year  (27  issues)  $57.  Canada,  one  year,  $98  Canadian  funds  (includes  GST).  All  others  $128;  U.S.  funds.  Air  Mail  rates  available 
upon  request  Forbes  Subscriber  Service:  To  order,  change  address  or  other  customer  service,  call  1-800-888-9896  or  write  Forbes  Subscriber  Service, 
P.O.  Box  37162,  Boone,  IA  50037-0162. 

Forbes  is  indexed  in  major  periodical  indexes  and  can  be  located  in  bound  copy  or  microform  in  major  libraries.  The  full  text  is  available  electronically  on 
major  database  systems. 

I    Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance  Center  (CCC),  27  Congress  St.  Salem,  MA 
01970  to  photocopy  articles  owned  by  Forbes  for  a  flat  fee  of  $1.50  per  copy  per  article.  Send  payment  to  the  CCC  stating  the  ISSN  (0015  6914),  volume 
amd  first  and  last  page  number  of  each  article  copied.  Copying  for  other  than  personal  use  or  internal  reference,  or  of  articles  or  columns  not  owned  by  Forbes 
without  express  permission  of  Forbes  or  the  copyright  owner  is  expressly  prohibited. 

Forbes  does  not  supply  back  issues,  lb  order  reprints:  call  (212)  620-2220  or  fax  (212)  206-5118  (minimum  order  500); 
to  request  permission  to  republish  an  article  call  (212)  620-2421  or  fax  (212)  206-5118.  Reprints  reproduced  by  others  are  not  authorized. 


8 


Forbes  ■  November  4,  1996 


Life  discovered  on  Mars. 

(  got  work  to  do ) 


Already  busy  here  on  Earth. 
Plenty  more  to  do.  Half  of  world  s 
population  has  never  made  a  phone  call. 
Most  have  never  used  cellular. 
Even  fewer  have  surfed  Internet. 
Now  this. 

Should  keep  us  canceling  vacations  into 
next  millennium. 


Lucent 


Technologies 

600  Mountain  Avenue 

M^ayHi;;.NJ07974.06Je 
l«*--'/mm.Ja«nt£m 

J-8S8-4-Lucent 


We  make  the  things  that  make  communications  work.' 


IBM,  352,381 
Inamori,  Kazuo,  146 

Indian  Rock  Produce,  39 
Individual  Investor  Special 

Situation  Report,  3/8 
Intel,  210,  381 
Invcsco,  358 
Invcstamatic,  258 
Itochu,  350 


Jaffc,  Richard,  176 
James,  Morton,  394 

JeldWcn,  18 

Jenkins,  Michael  D.,  198 

Johnson  8c  Johnson,  176,  381 
Jollihcc  Foods,  258 
Jones  Medical  Industries,  192 
Jones,  Dennis,  192 
Jordan,  Mark,  392 
Jordan,  Michael,  322 
Josscy-Bass,  198 


K2.222 

Kaplan,  Michael,  364 
Kasen,  Stewart,  14 
Katz,  Mike,  198 
Kcaton,  Diane,  391 

Keiler,  James  W.,  22 
Kellogg,  381 
Kelly,  Todd,  330 
Kemp,  Jack,  26,  340 
Kcrstcin,  Steven,  364 
Key,  Derrick,  182 
Keystone  Industries,  182 
Right,  Douglas,  1 54 
Kilhurn,  Mary  Jane,  46 
Kilburn,  Wayne,  46 
Killian,  Linda,  370 
Kim,  Steven,  210 
Kindcl  8c  Anderson,  88 
Klein,  Janet,  154 

Kleiner  Perkins  Caufield  8c  Bvcrs,  198 

Kleiner,  Eugene,  198 

Knight,  Gary,  165 

Knight,  Keith,  165 

Knight,  Kevin,  165 

Knight,  Randy,  165 

Koala,  192 

Kramlich,  C.  Richard,  204 
Krishnan,  Lata,  210 
Kushi,  Lawrence,  354 

Kyoccra,  146 


Labrv,  Edward,  192 

Lafargc,  172 

Lagcrfeld,  Karl,  328 

Lam  Research,  210 

Lam,  Anne,  210 

Lam,  David,  210 

Lamer  Advertising,  371 

LaRouchc,  Lyndon,  340 

Larson,  William,  164 

Lattice  Semiconductor,  210,  264 

Lawrence,  John,  394 

Lawson,  Douglas,  16 

Lavton,  Marcia,  198 

LCI  Industries,  378 

Learning,  204 

Lcdeckv,  Jonathan,  98 

Lee,  Mary.  1 69 

Lee,  Thomas,  371 

Lehman  Brothers,  98 

Lerach,  Bill,  dS 

Levi  Strauss,  198,  322 

Levin,  Gerald,  42 

Levin,  John,  362 

Levinson,  Jay  Conrad,  1 98 

Lewis,  Jcrre,  198 

Lexington  funds,  358 

Libert)'  Media,  42 

I.icmandt,  Joe,  204 

Lone  Star  Stcakhousc  8:  Saloon,  158 

Longhorn  Steaks,  192 

Iyongstreth,  Bevis,  80 

Loomis,  Llovd,  154 

Lorang,  Phifip,  16 

Lowcnfels,  Lewis,  80 

Lummis,  William  Rice,  88 


Maatman,  Gerald,  150 
Maddock,  Charles,  68 

Madison  Securities,  176 
Malkicl,  Burton,  362 
Malonc,  John,  42 
Manpower,  18 
Mantis,  Hillary,  68 
Marks,  Arthur,  204 
Mars,  182 

Marvel  Entertainment,  178 
Masters,  Anna  Scgobia,  150 

Matsumoto  Medical  Instruments,  371 
Matsushita.  146 
Mattel,  178 

Mauna  Loa  Macadamia  Partners,  372 
Maxim  Integrated  Products,  222 
May  Department  Stores,  371 
McAfee  Associates,  164 
McAfee,  John,  164 


McDavid,  Alan,  184 
McDonald's,  46,  381 
McDonnell  Douglas,  88 
MCI,  338,  346,  362 
McNall,  Bruce,  392 
McdPartncrs/Mullikin,  204 
Medusa,  158,  172 
Meerkatz,  Jerry,  352 
Mentor,  210 
Merck,  381 

Merriman,  Dwight,  342 
Meyer,  Jerome,  332 
MFS  Communications,  204 
Microcide  Pharmaceuticals,  204 
Microsoft,  42,  145,210,330, 

342,350,  381 
Midas  Fund,  358 
Midler,  Bette,  391 
Miller  Industries,  158,  184 
Miller,  William,  158,  184 
Milliman  8c  Robertson,  150 
Ming's,  210 
Ming,  Tu-wei,  86 
Mini  Maid  Services,  18 
Minorca  Resources,  358 
Mitcham  Industries,  378 
Mity-Litc,  192 
Mobil,  381 
Molano,  Walter,  372 
Montedison,  374 
Montgomery  Securities,  356 
Moore,  Darla,  22 
Morgan  Stanley,  88,  381 
Morninastary  378 
Motorola,  146 
Mountain  Travcl-Sobek,  386 
Multack,  Randy  M.,  22 
Murphy,  Eddie,  332 
Mylan  Laboratories,  158,  228 


National  Vision  Associates,  378 
NBC  (GE),  332 
NEC,  210,  352 
Nelson,  Alan  C,  204 
NcoPath,  204 

Netscape  Communications,  204,  342,  350 

New  Enterprise  Associates,  204 

News  Corp.,  42 

Newhall,  Charles,  204 

Ncwmont  Mining,  358 

Nike,  322 

Nilcs,  Thomas,  35 

Nippon  Telegraph  8c  Telephone,  146 

Niskanen,  William  A.,  148 

Nordstrom,  328 

Nordstrom,  John,  145 

Norstan,  222 

Northern  Trust,  52 

Notre  Capital  Ventures,  356 

Novell,  210 


O'Connor,  Kevin,  342 

Oaklcv  Sunglasses,  192 
Oasis  Press,  198 
Object  Design,  204 
Office  Depot,  98 
Ohboshi,  Kouii,  1 46 
Olafsson,  Ola/,  330 
Omenn,  Gilbert  S.,  354 
On  Assignment,  210 
Oracle,  210,  381 
Orr,  Robert  Jr.,  146 
Osborn,  William,  52 
Outdoor  Systems,  371 
Oxford  University  Press,  386 

P 

Packard  Bell,  352 

Michael  Page,  258 

Panzica,  Nice,  192 

Papandreou,  Andreas,  35 

Parametric  Technology,  222 

Parisi,  Dennis,  394 

Passport  Books,  386 

Pataki,  George,  42 

Paulson,  Edward,  198 

Pavchex.  228 

Pcabody,  William,  204 

Pearlmutter,  Isaac,  178 

Penrose,  Sheila,  52 

PcopleSoft,  264 

PepsiCo,  381 

Perelman,  Ron,  178 

Perot,  Ross,  340 

Perry,  William,  35 

Pfei/fer,  Eckhard,  352 

Pfizer,  381 

Phar-Mor,  378 

Phclan  Annual  Reports,  192 

Phelan,  Matthew,  192 

Philip  Morris,  381 

N.V.  Philips,  350 

Physicians  Resource  Group,  356 

Pick  Szeged  Szalamigyar,  258 

Pinkcrton's,  18 

Pitofsky,  Robert,  42 

Piper,  Kurt,  366 

Pizano,  Ernesto  Samper,  372 

Planetwcb,  350 

Plexus,  80 


Polaroid,  18 
Prada,  Miuccia,  328 
Price-Costco,  198 
Procter  8c  Gamble,  381 
Prosser,  David,  167,  264 
Publix  Super  Markets,  150 
Putnam,  George,  378 
Pytka,  Joe,  322 


Qualivest  Small  Cos.  Vjdue  Fund,  371 
Quark,  210 
Quicken,  342 
QVC  Network,  40 


Ragcn  MacKcnzie,  372 
Rainwater,  Richard,  22 
RAND,  150 
Razor  8c  Tie,  68 
Reavit,  Richard,  184 
Regal-Beloit,  192 
Renncrt,  Geofferey  S.,  22 
Rein,  Bert,  42 
Rckhi,  Kanua,  210 
Renaissance  Capital,  370 
Renn,  Leslie,  198 
Rcxall  Sundown,  264 
Richard  III,  Oliver,  328 
Richardson,  68 
Richardson,  Douglas,  68 
Rivkin,  Steven  G.,  148 
Rollcrbladc,  222 
Roper  Industries,  158,  182,  192 
Rothschild  Asset  Management,  358 
Rouse,  88 

Roy  Rogers  (Imasco),  46 
Royal  Dutch  Petroleum,  381 
RTW,  167 
Rubin,  Roger,  192 
Ruckcr,  Mark,  392 
Ryder,  Michael,  330 


S8cM  Moving  Systems,  346 
Safcskin,  176 
Salomon,  381 
Samsung,  210 
Sanifill,  356 
Sanyo,  146 

Sapcrstcin,  Goldstein,  Demchak  8c 

Bailer,  150 
Sara  Lee,  328,  381 
Sautter,  Julie,  40 
SBC  Warburg,  372 
Schering-Plough,  381 
Schottcnstcin  Berstcin  Capital,  14 
Schutz,  James,  52 
Charles  Schwab,  22 
Schwartz,  Ted,  264 
Scluvat,  Steven,  340 
Science  Applications  International,  340 
Screening  Room,  68 
Scuddcr  funds,  358 
Seagate  Technologies,  332 
Scahawk  Deep  Ocean  Technology,  394 
Seattle  Seahawks,  145 
See's  Candy  Shops,  198 
Sega  Enterprises,  350 
Service  Merchandise,  14 
Shah,  Ajay,  210 
Shanker,  Albert,  148 
Sharp,  146 
Shcrrard  8c  Roc,  364 
Shigeta,  Yasumitsu,  146 
Shiftman,  Robert,  192 
Shonev's,  150 
Siegeli  Eric,  198 
Silicon  Graphics,  204,  332 
Simitis,  Costas,  35 
SingleTrac  Entertainment 

Technologies,  330 
Site  Specific,  342 

Smart  Modular  Technologies,  210 

Smith  Barney  (Travelers),  98 

Smith,  Margaret,  68 

Smith,  Mark,  264 

Smith,  O.  Bruton,  186,  264 

Smithsonian  Study  Tours,  386 

Solectron,  210 

Solomon,  Andrew,  340 

Sony,  330,  332,  350 

Soohoo,  Kenneth,  350 

Sotheby's,  394 

Sound  Shore  Management,  373 

Southcoast  Capital,  352 

Southern  Energy  Homes,  158,  169 

Spady,  James,  68 

Speedwav  Motorsports,  186,  264 

Spencer,  Ted,  392 

Sperling,  John,  264 

Spiewak,  Michael,  328 

Sprieser,  Judith,  328 

Sprint,  338 

SSE  Telecom,  378 

St.  Dennis,  Jerry,  64 

Stadler,  Michael,  346 

Staples,  98 

Star  TV,  42 

Starbucks,  98 

State  Farm  Insurance,  150 

Steclcase,  98 


Steele,  Michael,  204 
Stceltech  Manufacturing,  18 
Stein,  Robert,  80 
Stephan,  192 
Still,  Edward,  154 
Stryker,  371 
Suburban  Transit,  356 
Sun  Microsystems,  210 
Swift  Transportation,  165 
Symantec,  164 

Symmetry  Health  Partners,  204 
Synccr  International,  378 
Syron,  Richard,  80 


Taco  Bell  (PepsiCo),  46 

TBN,  362 

TCI,  42,  332 

TCS  Expeditions,  386 

Tektronix,  332 

Texas  Instruments,  381,  384 

Tcxfi,  378 

3Com,  204 

3M,  342 

Thygcscn,  Kjcld,  358 

David  Ticc  &  Associates,  371 

Tillinghast,  Joel,  192 

Timbcrlinc  Software,  192 

Time  Warner,  42,  322 

Toronto- Dominion  Bank,  222 

Towers  Pcrrin,  364 

Toy  Biz,  178 

Tran, Jonathan,  210 

Transportation,  165 

Travcoa,  386 

Travclocity,  342 

Treat  Entertainment,  392 

Trilogy  Development,  204 

Tripod,  204 

Tsui,  Cyrus,  210,  264 

Tunstall,  Kathryn,  204 

Tupper,  Richard,  154 

Turnaround  Letter,  378 

Turner,  Ted,  42 

Turner  Broadcasting  System,  42 

20th  Century  funds,  358 


U.S.  Delivery  Systems,  356 
U.S.  Office  Products,  98 
U.S.  Surgical,  176 
U.S.A.  Waste  Services,  356 
UAL,  68 

'  UBS  Securities,  46 
Uding,  George  Jr.,  172 

United  funds,  358 
Universal  Outdoor,  371 
Urban  Outfitters,  192 
USAA  funds,  358 


Vanguard,  358 

Venture  Economics  Information 

Services,  204 
VentureOnc,  204 
VeriFone,  222 
Versace,  Gianni,  328 
Vicwlogic  Systems,  222 
Virtual  Comics,  342 
Volcker,  Paul,  80 


Wal-Mart  Stores,  14,  46.  392 
Wallace,  Charles,  18 
Warrier,  Unni,  210 

Wellman,  373 
Wells  Fargo,  52,  384 
Wendt,  Dick,  18 
Jack  White,  22 
Wicden  &  Kcnncdv,  322 
Wilderness  Travel,  386 
John  Wiley  8c  Sons,  198 
Wiley,  Rein  8:  Fielding,  42 
Williams,  John,  204 
Winblad,  Ann,  198 
Wiz,  14 

Woodsmokc  Provisions,  68 
WorldCom,  204 
Wright,  Li,  22 
Wynn,  Steve,  88 

X,  Y,  Z 

Xerox,  381 
Xvlan,  210 
Zale,  371 
Zenith,  210 

Zimmerman,  Don,  332 


10 


Forbes  ■  November  4,  1996 


5550300  9162 


mum  > 


How  Ao  you  ov^ev  fe*\  in  C<*ivo?  Do  you  sU^Ve  U^^s  In  B^Vok?  In  Z%0  ?\c\ces  wovUw-Ue 
fUeve's  soi*\eo*e  Vo  due  you  in  on  fUe  cust-o^s.  A^^  AT&T  Direct-®  Service  t-o  bv-ing  you 
Sosev  fo  Uovne.  C<nll  ZOO-llt-mO  cr  youv  W^vd  ^ent-  £oy  reserv '<*t-ions.  We  believe: 


HOTELS  ■  RESORTS  •  SUITES 


ARGENTINA  ARUBA  AUSTRALIA  AUSTRIA  BAHAMAS  BERMUDA  CANADA  COSTA  RICA  ECUADOR'97  EGYPT  EL  SALVADOR  '97  FRANCE  '97  GERMANY  GREECE  GUATEMAIA^97  HONGKONG 
HUNGARY  INDONESIA'99  JAPAN  JORDAN  KOREA'98  LEBANON  MALAYSIA'97  MEXICO  THE  NETHERLANDS  PAKISTAN  PANAMA  98  POLAND  PUERTO  RICO  ROMANIA  98 
SAUDI  ARABIA   SINGAPORE    SWITZERLAND  '97  THAILAND  UNITED  ARAB  EMIRATES    UNITED  KINGDOM    USA    •   WWW  MARRIOTT  COM   •    AT&T  DIRECT  SERVICE  NOT  AVAILABLE  IN  PAKISTAN 


SIDE  LINES 


Forbes 


■a  Editor 

JAMES  W.  Michaels 
Managing  I  ditoi 

LAWRENCE  MlNARD 

«a    Executh   I  ditot 

William  Baldwin 
Assistant  Managing  Editors: 

Jean  A.  Briggs,  Subrata  N.  Chakravarty,  Stewart  Pinkcrton 

Art  and  Design  Director:  Everett  Halvorscn 

Senior  Editors:  Peter  Brimelow,  William  G.  Flanagan, 

Betty  Franklin,  Lisa  ( iubcrnick,  Thomas  Jarft-,  Steve  Kichen,  Rita 

Kosclka,  Susan  Lee,  Robert  Lenzner,  Joshua  Levine,  Dana  Wechsler 

Linden,  Marlene  Mandcl,  Gretchen  Morgcnson,  Suzanne  Oliver, 

Howard  Rudnitsky,  I. aura  Saunders,  Matthew  Schit'rin, 

Harold  Seneker,  Merrill  Vaughn 

Contributing  Editors:  Richard  C.  Morais,  Richard  Phalon, 

Edwin  S.  Rubcnstein,  Dero  A.  Saunders,  Jeffrey  Young 

Associate  Editors:  Susan  Adams,  Doris  Athineos,  Kate  Buhner, 

Christie  Brown,  ( iraham  Button,  Thomas  Easton, 

Carolyn  T.  Gecr,  Mary  Beth  Grovcr,  Eric  S.  Hardy, 

John  R.  Hayes,  Nikhil  Hutheesing,  Paul  Klebnikov, 

Dolores  A.  Lataniotis,  Dyan  Machan,  Brigid  McMenamin, 

Zina  Moukheiber,  Nina  Munk,  Peter  Newcomb,  Philip  E.  Ross, 

Maura  Smith,  Katarzyna  Wandycz 

Staff  Writers:  Riva  Atlas,  James  M.  Clash, 

David  S.  Fondiller,  Nancy  Rotenier 

Reporters:  Bruce  Upbin,  Deputy;  Alexandra  Alger, 

Julie  Androshick,  Scott  Bistayi,  Bernard  Condon,  Michelle  Conlin, 

lustin  Doebele,  Kerry  A.  Dolan,  Sabina  Forbes  II,  Kambiz 

Foroohar,  Christine  Foster,  Carleen  Hawn,  Stephan  Herrera, 

William  llcuskin,  Stephen  S  lohnson,  I.uisa  Kroll,  Ann  Marsh, 

Josh  McHugh,  Shailaja  Ncclakantan,  Michael  Noer, 

Juliette  Rossant,  Daniel  Roth,  James  Samuelson,  Carrie  Shook, 

(  .in  >line  Waxier 

Washington  Bureau:  Randall  Lane,  Manager; 

Janet  Novack,  Peter  Spiegel,  Cristina  von  Zeppelin 

West  Coast:  Tim  W.  Ferguson,  Manager; 

Damon  Darlin,  Seth  Lubove,  Robert  La  Franco,  Gloria  Lau, 

Scott  Woollcy 

Midwest:  Gary  Samuels,  Manager 
Southwest:  Christopher  Palmeri,  Manager; 
Toni  Mack,  R.  Lee  Sullivan,  Tcrzah  Ewing 
Europe:  Howard  Hanks,  Manager 

Pacific:  Andrew  'Panzer,  Manager  (Hong  Kong);  Neil  Weinberg, 
Manager;  Kazumi  Miyazawa  (Tokyo) 
Columnists:  Laszlo  Birinyi  Jr.,  David  Dreman, 
Kenneth  I    Fisher,  Inn  Flint,  Joseph  R.  Garber, 
Michael  Gianturco,  David  P.  Goldman,  Steve  H.  Hanke, 
Peter  Huber,  Mark  Hulbert,  Guy  Kawasaki,  Andrew  J.  Kessler, 
R.S.  Salomon  Jr.,  A.  Gary  Shilling 

Art  Department:  Roger  Zapke,  Deputy  Art  Director;  Ronda  Kass, 

Robert  Mansfield,  Steven  Ramos,  David  Lada, 

Associate  Art  Directors;  Alexandra  Gregson,  Meredith  Nicholson, 

Catherine  Bcllanca,  Photo  Editors;  Janice  Pikey, 

Photo  Research  Editor;  Robin  Regensburg,  Traffic 

Statistics:  Donald  E.  Popp,  Editor;  Ann  C.  Anderson,  Senior 

Editor;  Scott  DeCarlo,  Shlomo  Z.  Reifman,  Tina  Russo  McCarthy, 

Associate  Editors;  Ronald  Boone  Jr.,  John  H.  Christy,  Ira  Collings, 

(  ecil)  I  Fluke,  Eileen  Henderson,  Gustavo  Lombo,  Robert  J. 

Sherwood,  Kieu-Dung  Vu-Gia,  Brian  Zajac,  Researchers 

Director  of  Editorial  Programming:  Mitchel  Rand; 

John  Chamberlain,  Senior  Programmer;  Julian  Brash 

Copy  Desk:  Deborah  Markson-Katz,  Deputy;  Vicki  Contavespi, 

Caroline  Herrick,  Hugo  Moreno,  Karl  Shmavoruan,  Penelope  Weiss 

Proofreaders:  Arthur  Abramowitz,  Chief;  David  J.  Fleischmann, 

Deputy;  Susan  R.  Goldberg,  James  Neu,  Eve  Sorel 

Director  of  Information  Services:  Anne  P.  Mintz 

Information  Center:  Cynthia  Crystal,  Clarita  Jones,  Naomi  Prall, 

Irene  Richards,  Linda  Sanson,  Velma  Van  Voris,  Information 

Specialists;  Luis  Collazo  Jr.,  Jaculine  Daniel,  Michael  DeVonish, 

Queenie  Flake,  Robert  Yacoub,  Staff 

Director  of  Manufacturing  and  Production:  John  J.  Romeo; 

Robert  M.  Rosengarten,  Edward  B.  Morgan,  Peter  I.  Pallans; 

Donald  Althoff,  Peter  Althoff,  Alan  Biederman,  Joseph  DeGray, 

Linda  Byron  Glucksman 

Director  of  Photocomposition:  James  Cianelli; 

Mark  Decker,  Assistant;  Richard  Nobile,  Elena  Lopez; 

Paul  Caruso,  Carmen  Kasem,  Justo  Morales 

Director  of  Editorial  Information:  Raymond  F.  Hcaley  Jr. 

Director  of  Editorial  Technology:  Fredrick  L.  Maynor; 

Louie  Torres,  Carolyn  Buonocore 

On  Line:  David  Churbuck,  Richard  Duffv,  John  Moschetto 

—    FOUNDED  IN  1917 

B.C.  Forbes,  Editor-in-Chief  (1917-1954) 

M-yLcolm  S.  Forbes,  Editor-in-Chief  (1954-1990) 

*mm    PAID  CIRCULATION  OVER  765,000 

Printed  in  U.S.A. 


200  Best-ers  (clockwise  from  lower  left); 
Kass,  Hardy,  Rand,  Oliver,  Munk 


The  wealth  of  this  nation  . . . 

...  is  in  its  small  businesses.  Just  ask  any  German,  any  French- 
man. They  know  that  unemployment  in  their  countries  is  stuck 
at  double-digit  levels  largely  because  their  tax  and  social  welfare 
policies  discourage  small  businesses  from  taking  root  and  flow- 
ering. As  their  big  old  businesses  ossify,  there  are  too  few  dynam- 
ic young  companies  ready 
with  jobs  for  displaced 
older  workers  and 
younger  people  seeking 
their  first  jobs — just  the 
reverse,  in  short,  of  the 
situation  in  this  country. 
If  politicians  are  going  to 
build  a  bridge  to  the 
future,  one  can  only  hope 
they  will  avoid  the  sort  of 
policies  that  have  helped 
make  Europe  so  hostile 
to  small  companies. 

Forbes  has  regularly 
covered  the  world  of 
small  companies  since 
1979,  when  our  first  Up 
&  Comers  column 
appeared.  We  feel  sincere- 
ly flattered  now  that  some 
of  our  competitors  are 
producing  lists  of  fast- 
growing  companies;  we 
expect  that  the  competi- 
tion will  spur  us  to  keep 
improving  our  coverage. 
In  this  year's  200  Best 
Small  Companies  in 
America  feature,  may  I  ■■■■ 
draw  special  attention  to 

the  lead  essay,  "They  know  something  that  their  competitors 
don't,"  in  which  Nina  Munk  and  Suzanne  Oliver  ask  how  to  pre- 
dict which  of  today's  great  little  companies  will  appear  on  our 
future  lists  and  offer  some  advice  from  legendary  money  man 
Philip  Fisher. 

Munk  and  Oliver  supervised  the  entire  production  of  this  year's 
200  Best  feature,  which  is  in  my  opinion  the  best  we've  yet  done. 
They  were  ably  assisted  by  statisticians  Steve  Kichen,  Eric  Hardy 
and  Mitch  Pvand,  and  by  our  art  department's  Ronda  Kass:  She 
entirely  redesigned  the  look  of  the  pages  to  make  the  data  more 
accessible  and  pleasing  to  the  eye.  Additional  kudos  to  reporters 
and  writers  Michelle  Conlin,  Damon  Darlin,  Kambiz  Foroohar, 
Christine  Foster,  Luisa  Kroll,  Dyan  Machan,  Janet  Novack, 
Matthew  Schifrin,  Bruce  Upbin  and  Scott  Woolley. 

This  year's  analysis  of  the  200  Best  Small  Companies  in  Amer- 
ica— all  73  pages  of  it — begins  on  page  158. 


The  look  is  different,  the  quest's  the  same: 
Up  &  Comers 


Managing  Editor 
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rOur  strength 
is  in  our  numbers. 


Start  with  our  biggest  number.  $57  billion  in  man- 
aged assets.  That  number  sums  up  a  1 17-year  history 
of  experience  and  expertise.  Of  strength  and  stability. 

It  sums  up  the  fact  that  over  9  million  men,  women 
and  children  rely  on  The  Principal  Financial  Group.® 

Each  and  every  one  of  them  receives  the  kind  of 
service  that  simplifies  even  the  most  complex 
financial  matters. 

From  health  care  to  retirement,        the  1 
from  mortgages  to  life  insurance. 


And  the  kind  of  flexibility  that,  for  example, 
enables  us  to  manage  over  33,000  retirement  and 
401(k)  plans  for  millions  of  individuals. 

Making  you  number  one  has  always  been  our 
real  strength. 

Strength  that  gives  you  an  edge  on  your  financial 
future.  The  Principal  Edge.® 

Visit  our  Internet  home  page  at 
http://www.principal.com  or  call 
l-800-986-EDGE(3343). 


Financial 
Group 

Life,  Health,  Dental  and  Disability  Insurance 
401(k)  •  HMO/PPO  •  Mutual  Funds  •  Securities  •  Annuities  •  Home  Mortgages 

©1996  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  IA  50392-0150.  Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries. 
Mutual  funds  distributed  through  Princor  Financial  Services  Corporation  (member  SIPC),  a  registered  broker  dealer.  Securities  through  Principal  Financial  Securities,  Inc.  (not  available  in  all  states). 
Managed  health  care  through  Principal  Health  Care,  Inc.  (not  available  in  all  states).  Home  mortgages  available  through  Principal  Residential  Mortgage,  Inc. 


President  and  Editor-in-Chief 

Steve  Forbes 

Chief  Operating  Offil 

TlMOTHl  C.  Forbes 
Chairman 

Caspar  W.  Weinberger 

Vice  Chairman 

Christopher  Forbes 

Executive  Vice  President 

Leonard  H.  Yablon 

Publisher 

Jeffrey  m  Cunningham 

Vice  President-Finance  &  Administration: 

Scott  R.  Yablon 

Vice  President -Treasurer: 

Joel  B.  Reiki 

Vice  President-General  Counsel: 

Terrence  O'Connor 

Vice  President-Secretary: 

Scan  P.  Hcgarty 

Vice  President-Business  Development: 

Gregory  J.  Zorthian 

Vice  President-Operations: 

Scott  E.  Mastcrson 

Director  of  Circulation: 

Lawrence  B.  Freeman 

Director  of  Administrative  Resources: 

Mary  Ann  Danncr 

Director  of  Corporate  Communications: 

Bruce  H.  Rogers 

Director  of  Corporate  Press  Relations: 

Elizabeth  S.  Ames 
Director  of  Public  Affairs: 

Margaret  Kelly 

Director  of  Information  Technology: 

Daniel  R.  Henderson  Jr. 

Controller: 

Larry  F.delson  Kayne 

Director  of  Business  Development: 

Amy  Tsui  Luke 

Director  of  General  Services: 

Gary  Prasto 

Director  of  Purchasing: 

Teresa  D'Arcy 

Director  of  Advertising: 

William  J.  Flatley 

Director  of  International  Advertising: 

Peter  M.  Schoff 

Director  of  Advertising  ASAP: 

Ted  Gramkow 

Special  Projects  &  Development: 

Arnold  J.  Pnves,  Dir.  Special  Projects; 

Susan  D  Toscani,  Dir.  Special  Sections  Sales; 

Peter  T.  Malloy,  Dir.  Econ.  Dev., 

Joseph  A.  Gutherz, 

Miguel  Raurell,  Electronic  Adv. 

New  York:  Russell  Cherami,  Mgr.; 

Christopher  Clark,  Assoc.  N.Y.  Mgr.; 

George  C.  Clissold,  Cons.  Adv.  Mgr.; 

Michael  McCormack,  T>ir.  of  Adv.  ASAR  East; 

Sherry  Shorten,  Adv.  Mgr.,  FYT; 

Kelly  Emery,  Rick  Johnson,  James  Patten, 

Avery  Stirratt,  Donna  Tarr,  Linda  Ixiren 

Atlanta:  John  H.  Reock,  Mgr.; 

Timothy  Carney 

Boston:  Jean-Nicolas  Carter,  Mgr.; 
Lisa  M.  John 

Chicago:  William  J  Powers  Jr.,  Mgr.; 
James  W.  Wall 

Dallas:  Fred  H.  Wellington,  Mgr. 

Detroit:  David  Forgione,  Mgr.; 

Michael  A.  Woods 

Los  Angeles:  Eric  Rucker,  Mgr.; 

Jill  S.  Hams,  Adv.  Mgr.,  FYI  West 

San  Francisco:  Candace  J.  Alexander,  Mgr. 

Washington,  D.C.:  Jessica  Sibley,  Mgr. 

International:  James  W.  LaCirignola, 

Dir.,  Int'l.  Adv.,  Latin  America,  Korea, 

Philippines,  Thailand;  Christian  M.  Frost 

Hong  Kong:  Pamela  Fung,  Dir.,  Int'l.  Adv., 

Southeast  Asia 

London:  Steven  Rau,  European  Mgr. 
Tokyo:  Hirowo  I  tow,  Japan  Regional 
Adv.  Dir.;  Hiroyuki  Nakagawa, 
Japan  Adv.  Sales  Mgr. 
Marketing  Services: 

Marisa  Marks,  Dir.  Marketing  &  Promotion 
Carol  Nelson,  Dir.  Spec.  Sections  8c  Prog. 
Frank  Dolcimascolo,  Dir.  of  Research 
Advertising  Business: 
Joyce  McCracken,  Mgr.  Sales  Information; 
Diane  Loparnos,  Tom  Marlow, 
Ana  Maria  Miranda,  Robin  Stein; 
Patricia  Deckelnick,  Adv.  Services  Manager; 
Thomas  O'Connor,  Cathy  Schwartz; 
John  Weinberg,  Mgr.,  Admin.  Services 
Forbes  Conference  Group: 
Francesco  C.  Leboffe,  VP/GM 


The  worst  for  Best 

Best  Products  Chief  Executive 
Stewart  Kasen  promised  to  turn 
around  the  ailing  catalog  showroom 
merchandiser  last  year,  and  Forbes 
believed  him  (May  8,  1995).  We 
should  have  known  better. 

Kasen  proposed  to  save  the  com- 
pany by  closi.ng  stores  and  focusing 
the  product  line  on  higher-margin 
jewelry,  furniture  and  housewares. 
What  should  have  been  clear  was  that 
none  of  this  addressed  Best's  under- 
lying problems.  Its  main  catalog, 
meant  to  lure  customers  into  its 
stores,  was  distributed  once  a  year.  In 
essence  this  required  merchandise 
prices  to  be  set  for  18  months.  The 
rigid  approach  enabled  nimbler  com- 
petitors like  Circuit  City,  the  Wiz  and 
Wal-Mart  to  undercut  Best's  prices 
wherever  and  whenever  they  chose. 
And  the  way  Best  did  business  was 
like  shopping  at  Moscow's  gum 
department  store  in  the  Soviet  days: 
Customers  had  to  order  merchandise 
at  one  counter,  pay  for  it  at  another, 
pick  it  up  at  a  third.  "We  hung  on  to 
that  format  a  little  long,"  sighs  a 
company  spokesman. 

After  a  miserable  1995-96  holiday 
season  Kasen  got  the  boot  last  spring. 
In  late  September,  under  new  chief 
Daniel  Levy,  the  Richmond,  Va. -based 
retailer  filed  for  bankruptcy — its 
second  time  in  two  years.  This  time 
Best  intends  to  liquidate,  selling  most 
of  its  assets  to  investment  groups 
Schottenstein  Bernstein  Capital  and 
Alco  Capital  for  $395  million. 

Best  Products'  demise  is  another 
nail  in  the  coffin  of  the  catalog  show- 
room business.  The  industry  has 
waned  since  its  mid-1980s  peak, 
when  a  few  dozen  outfits  sold  $10 
billion  in  product.  Now,  with  $1.5 
billion  (sales)  Best  about  to  exit,  $4 
billion  (revenues)  Service  Merchan- 
dise is  the  only  major  player  left 
standing — but  barely.  In  the  third 
quarter  sales  inched  ahead  1%  over 
the  same  period  the  previous  year, 
while  loss  per  share  widened  to  12 
cents,  from  8. 

-Caroline  Waxler 

This  Eagle  hasn't  landed 

When  Home  Depot  invaded  the 
Pacific  Northwest  two  years  ago, 
David  Heerensperger  vowed  his  $688 


million  (revenues)  Eagle  Hardware  & 
Garden  would  not  be  the  next 
regional  chain  to  be  steamrolled  by 
the  advancing  $17  billion  (sales) 
powerhouse.  "This  is  war,"  the  60- 
year-old  chief  executive  told  us  (Dec. 
4,  1995). 

The  war,  complete  with  deadly 
rounds  of  price  cutting,  has  claimed 
its  first  casualty.  And  it's  not  Seattle- 
based  Eagle.  Instead,  the  region's 


Eagle  Hardware's  David  Heerensperger 
Sitting  pretty  on  a  hot  stock. 


biggest  home  improvement  chain, 
Ernst  Home  Center,  went  bust  in 
July  and  is  currently  in  the  process  of 
liquidation. 

Now  Heerensperger  seems  to  be 
suing  for  peace.  "I  think  we  have  to 
coexist  [with  Home  Depot],"  he  says. 

Eagle's  sales  for  the  past  12 
months  are  up  21%,  to  $688  million. 
Margins  are  higher,  too,  and  Eagle's 
stock  has  spurted  nearly  fourfold  in 
the  past  year,  to  27  from  7.  That's  42 
times  trailing  12 -month  earnings, 
more  than  Home  Depot's  p/e  multi- 
ple of  30. 

Why's  the  stock  flying  so  high? 
Some  analysts  think  Eagle  will  be 
taken  over,  perhaps  by  Home  Depot. 
But  Heerensperger  denies  talking  to 
any  friendly  suitors.  What  about 
unfriendly  ones?  If  there's  a  sale,  it 
will  be  on  his  terms.  After  surviving 
one  hostile  run  at  the  last  company 
he  ran,  Heerensperger  nailed  some 
tough  antitakeover  provisions  onto 
the  company's  bylaws. 

-Scott  Woolley 
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Our  Business  Is  Helping¥)urs 
Make  The  Competition  Wish 

They  Weren't. 

To  win  in  todays  marketplace, 
you  cant  afford  to  make  a  wrong  move. 
You  need  to  think  ahead.  And  when 
you  re  looking  to  come  up  with  new 
and  smarter  ways  of  providing  real 
value  to  your  customers,  we  can  give 
you  that  competitive  edge. 

Like  helping  a  health  and  fitness 
equipment  company  acquire  the  needed 
capital  to  service  seasonal  peak  activity 
and  long-term  growth  plans.  Or  helping 
a  leading  international  airport  xvork  with  local  government  agencies  to  make  their  transportation  systems  state  of  the  art. 

At  GE  Capital  Services,  were  26  diversified  businesses.  And  each  one  is  dedicated  to  developing  and  delivering 
products  and  services  that  make  sure  you  stay  ahead  of  the  game.  If  you  re  looking  to  become  more  competitive,  call 
1-800-243-2222  today.  It's  a  smart  move. 

GE  Capital  Services 

Our  Business  Is  Helping  Yours* 


AMERICOM   •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES  •  CONSOLIDATED  FINANCIAL  INSURANCE  •  CONSUMER  FINANCIAL  SERVICES 
EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE 
MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


rou  know  ADT.  They're  the  biggest  and  the  best  at  providing  peace  of 
mind.  You  see  their  name  everywhere — at  businesses  and  homes  where 
people  who  care  about  security  are  doing  the  right  thing.  They're  getting 
iystems  security  systems  with  24-hour  monitoring. 
Now  you'll  see  ADT  at  another  place  where  people  care 
about  doing  the  right  thing:  RadioShack — your  new  head- 
quarters for  ADT.  Any  questions?  With  6,700  RadioShack 
stores  nationwide,  we're  just  around  the  corner. 


RadioShack 

You've  got  questions. 
We've  got  answers.' 


ADT  AND  RADIOSHACK.  TAKING  THE  INSECURITY  OUT  OF  HOME  SECURITY. s 


SMALL  COMPANIES  FOR 
BIG  GROWTH  POTENTIAL 


T.  Rowe  Price  OTC  Fund— the  oldest  fund  of  its  kind— offers  investors 
a  proven  way  to  capitalize  on  the  high  return  potential  of  small  compa- 
nies with  a  moderate  level  of  risk.  The  fund  takes  a  diversified  approach, 
investing  in  a  select  portfolio  of  small  companies  across  an  entire  spec- 
trum of  industries.  This  strategy  has  proven  effective— the  fund  was 
awarded  a  four-star  (★★*★)  rating  for  its  overall  risk-adjusted  perfor- 
mance by  Morningstar.  It  was  rated  among  1,647;  1,013;  and  545  equity 
funds  for  the  3-,  5-,  and  10-year  periods  ended  8/31/96,  respectively.* 

Because  small  companies  often  have  narrower  markets,  limited  finan- 
cial resources,  and  tend  to  have  less  liquid  stocks  than  larger  companies, 
their  share  prices  will  be  more  volatile.  Minimum  investment  is  $2,500 
($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-8469 


Invest  With  Qmfidnue 

T.RoweEfice 


m 
'lit 


♦Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  through  8/31/96.  These  ratings  may  change 
monthly  and  are  calculated  from  the  fund's  3-,  5-  and  10-year  average  annual  returns  in  excess  of  90-dav  Treasury  bill 
returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-dav  Treasury  bill 
returns.  The  1-year  rating  is  calculated  using  the  same  methodology  but  is  not  a  component  of  the  overall  rating.  The  fund 
received  5,  5,  and  3  stars  for  the  3-,  5-,  and  10 -year  periods,  respectively.  For  the  1-year  period,  the  fund  received  4  stars 
and  was  rated  among  2,950  equity  funds.  Ten  percent  of  the  funds  in  an  investment  category  receive  5  stars,  22.5%  receive 
4,  and  the  next  35%  receive  3.  Past  performance  cannot  guarantee  future  results.  Read  the  prospectus  carefully  before 
investing  T.  Rowe  Price  Investment  Services,  Inc..  Distributor.  OTC032697 


Hot  air*  and  junk  science 

As  PART  OF  a  1992  program  to  reduce 
harmful  automotive  exhaust  emis- 
sions, the  Environmental  Protection 
Agency  forced  75  cities  to  switch  to 
expensive  "oxyfuels" — gasoline  mixed 
with  methanol  or  ethanol.  Never 
mind  all  the  tests  concluding  that  the 
bulk  of  automobile  pollution  comes 
from  just  one  in  every  ten  cars,  nearly 
always  the  old  models.  The  EPA  plan- 
ners wanted  to  treat  all  cars  as  poten- 
tial violators  rather  than  try  to  single 
out  the  bad  apples  (Oct.  12,  1992). 

How  effective 
have  oxyfuels 
been? 

Not  very.  A 
recent  study  by 
the  National  Re- 
search Council,  a 
branch  of  the 
National  Acade- 
my of  Sciences, 
asserts  that  the 

EPA  grossly  exaggerates  their  benefits. 
By  the  nrc's  estimates,  oxyfuels, 
which  cost  up  to  6  cents  more  per 
gallon  than  regular  unleaded  gas, 
reduce  carbon  monoxide  by  no  more 
than  10%  and  often  much  less.  The 
special  gas  might  even  cause  prema- 
ture engine  wear.  Douglas  Lawson, 
the  nrc  study's  lead  author,  concludes 
that  the  epa's  policies  "may  not  be 
cost-effective  or  may  be  ineffective." 

Philip  Lorang,  who  heads  the  epa's 
fuels  assessment  program,  scoffs  at  the 
nrc  study.  He  maintains  that  oxyfuels 
work  well.  His  evidence?  EPA  comput- 
er simulations,  which  predict  a  30% 
reduction  in  carbon  monoxide.  Prob- 
lem is,  the  simulations  use  no  empiri- 
cal data  and  aren't  subject  to  peer 
review.  Lorang  even  concedes  the 
1992  computer  model  is  outdated. 

Admittedly,  carbon  monoxide 
levels  in  cities  where  oxyfuels  have 
been  mandated  are  dropping  gradu- 
ally, according  to  Carleton  Howard  of 
the  National  Oceanic  &  Atmospheric 
Administration.  But  that's  largely 
because  of  more  efficient  new  cars 
and  fewer  old  cars,  not  because  of 
oxyfuels,  says  Howard. 

As  evidence  mounts  against  the 
epa's  methods,  one  thing  is  clear:  The 
agency  seems  less  interested  in  facts 
and  science  than  in  pumping  up  its 
own  empire. 

-Stephan  Herrera  wm 
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TURN  YOUR  $600,000 

ESTATE  TAX  EXEMPTION 

INTO  $6  MILLION 

If  you  have  an  estate  of  over  $3  million,  you  could  be  making  a  mistake  that 
will  cost  your  heirs  as  much  as  half  of  their  inheritance.  However,  using  your 
$600,000  exemption  now,  you  can  effectively  reduce  your  estate  tax  costs  up  to 
90%.  Guaranteed!  Increase  your  IRA  10-20  times.  Increase  your  Muni,  T-Bill 
and  CD  yields  up  to  20%.  Sell  appreciated  property  with  no  capital  gains  tax. 
And  buy  life  insurance  to  pay  your  taxes,  paying  nothing  until  you  die,  and 
then  it's  tax  deductible.  Bottom  line:  I  can  show  you  how  to  leave  nearly  two 
times  more  money  to  your  heirs.  That's  $6  million,  income  and  estate  tax  free! 

TAX  FREE ! 


DON'T  WAIT  UNTIL 
YOU  LOSE  YOUR 
HEALTH  OR  YOUR 
LIFE 

Call  today  and  I'll 
show  you  how  to 
preserve  enormous 
wealth  for  your 
family.  Barry  Kaye 

THIS  FREE  PHONE  CALL  CAN  BE  WORTH 
MILLIONS.  CALL  (800)  343-7424  NOW. 
ASK  FOR  YOUR: 

NO  FREE  24  page  report,  Wealth 
Preservation  Strategies 

■  FREE  customized  proposal  tailored  to 
your  financial  situation 

RR  FREE  information-packed  Forbes' 
reprints 

■  FREE  CONSULTATION,  in  person 
or  on  the  phone 


"Barry  Kaye 
once  again 
convincingly 
conveys  the  concept  that 
insurance  can  not  only  preserve 
worth,  but  increase  it.  He  describes 
over  50  concepts  and  ideas  that  show 
the  tremendous  power  of  utilizing 
insurance  in  ways  never  expressed 
before."  FORBES 

SPECIAL  OFFER 

Book  &  video,  $130  value,  only 


SAVE  A  FORTUNE  ON  YOUR  ESTATE 
TAXES 

Send  for  my  books  and  video 
today  and  learn  how  you  can 
apply  my  new  techniques  and 
investment  alternatives  to  optimize 
your  assets  and  effectively  elimi- 
nate costly  estate  taxes. 

TO  ORDER  CALL 

(800)  DIE-RICH 

(800)  343-7424 


SCQ95 


Please  add  S&H,  $4  10 
and  ST  -where  applicable  MC  and  VISA  accepted 


Barry  Kaye  Associates® 
Wealth  Creation  Centers® 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

1901  AVE.  OF  THE  STARS 'LOS  ANGELES,  CA  90067 
(310)277-9400  FAX  (310)  282-0775 
http://www.cybergate.com/barrykaye 

All  figures  depend  on  age,  sex,  marital  status  and 
non-guaranteed,  current  assumptions  of  interest  and 
mortality,  using  an  individual  or  st-to-die  life 
insurance  policy  based  on  current  lav  Exemptions 
may  be  increased  as  much  as  $143  million. 
©  1996  Barry  Kaye  Asscaates  and  Wealth  Creation  Centers  ® 
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By  Daniel  Roth 

From  now  on'the  federal  government  will  no  longer  guarantee  benefits  to  all 
welfare  recipients.  It  will  simply  hand  money  to  state  governments  and 
let  them  do  the  job  as  they  see  fit.  But  the  states  won't  get  to  keep  the 
full  amount  of  the  block  grants  unless  they  put  25%  of  recipients  to 
work  by  next  October,  and  50%  by  2002. 

Put  them  to  work  where?  Given  political  restraints  on  government 
programs,  the  private  sector  is  the  only  potential  source  for  as  many  as 
2  million  jobs  that  will  need  to  be  found  in  the  next  five  years.  Know- 
ing this,  most  states  offer  incentives  for  employing  former  welfare 
clients,  paying  part  of  their  salaries  or  offering  tax  breaks. 

Can  private  business  do  the  job?  From  the  comments  below,  the 
answer  seems  to  be:  only  if  the  welfare  types  are  treated  like  everyone 
else,  and  only  if  the  bureaucracy  stays  out  of  the  way. 


The  typical 
welfare 
recipient  is  a 
20-year-old 
white, 
unmarried 
woman  with 
two  kids. 


Bob  Fisher 

Chief  operating  officer 

Gap  Inc. 

"You  have  to  have  someone  do  the  screening 
out.  When  we  first  teamed  up  with  New  York 
City's  workfare  program,  it  wasn't  so  success- 
ful. The  people  sent  over  weren't  articulate, 
couldn't  interact  with  the  public  or  didn't 
understand  thev  would  have  to  be  on  their  feet 
all  day. 

"That's  because  the  agency  initially  sent  us 
people  without  interviewing  them  properly. 
People  interested  in  getting  any  job  were 
automatically  sent  over  to  us,  but  they 
weren't  a  good  match.  The  welfare  recipients 
had  no  idea  what  the  job  was  all  about. 

"We  insisted  the  agency  sit  in  on  Gap's 
interviews  and  see  what  kind  of  questions  we 
are  asking,  and  what  kind  of  people  we  are 
looking  for.  Then  we  made  the  city  do  the 
prescreening,  and  we  handle  the  rest.  As  a 
result,  we  now  get  people  who  are  older  and 
as  dependable  as  the  workers  we  get  through 
regular  channels." 

Gary  Hasenbank 

Corporate  vice  president,  human  resources 
Pinkerton's,  Inc. 

"You've  got  to  follow  your  procedure  and  not 
compromise  your  hiring  practices.  Instead  of 
getting  our  managers  to  apply  for  subsidies, 
we  encourage  all  workers  who  come  here  to 
register  for  available  employer  subsidies.  That 
way  we  don't  find  out  if  they  were  eligible 
until  we  get  paid  by  the  government.  There  is 
no  extra  step  taken  to  get  the  incentive.  Our 
hiring  protocol — background  checks,  honesty 
tests — are  strictly  adhered  to." 


Lee  Bowes 

Chief  executive  officer 
America  Works 

"Hiring  people  from  welfare  works  if  you 
forget  the  old  social  service  approach  of  look- 
ing for  a  handout  and  treat  it  just  like  any  other 
business. 

"We  are  a  temp-to-hire  agency  that  works  to 
place  people  on  welfare  into  jobs.  We  take  care 
of  the  first  two  steps  for  employers:  doing  basic 
job  training  and  doing  the  initial  screening. 
Employers  pay  us  full  wages — typically  between 
$6  and  $10  an  hour.  We  assume  full  responsi- 
bility for  the  employee  for  up  to  four  months, 
including  handling  all  liability  concerns,  and 
pay  the  employee  minimum  wage.  The  differ- 
ence between  the  pay  is  our  profit. 

"Eighty  percent  of  the  people  who  have 
gone  through  our  program  were  still  employed 
by  their  first  company  a  year  later." 

Charles  Wallace 
Chief  executive  officer 
Steeltech  Manufacturing  Inc. 

"You  have  to  accept  high  turnover  if  you  hire 
people  off  welfare.  High  turnover  is  better  than 
spending  too  much  time  trying  to  reform  the 
workers  who  aren't  willing  to  work. 

"About  85%  of  our  250-person  work  force 
are  minorities,  most  coming  from  the  inner 
city,  where  we  are  located,  and  many  of  those 
people  were  on  welfare  or  unemployed  before 
joining  us.  Of  those  250  people,  about  50% 
leave  each  year. 

"They  come  with  baggage — like  not  know- 
ing that  you  have  to  come  to  work  on  time  and 
that  you  can't  fight  with  your  colleagues — and 
vou  have  to  be  readv  to  deal  with  that.  We  used 
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HAVING  MORE  EXPERIENCE 
THAN  ANY  OTHER  INTERNET 
SERVICE  DOESN'T  MEAN  WE'RE 

BETTER  THAN  THEY  ARE. 


Aahh,  screw  it.  Of)  course  it  does. 


WE  MAKE  MORE  COMPANIES  MORE  MONEY 
WITH  THE  INTERNET  THAN  ANYBODY  ELSE. 

Call  toll  free  1-888-PSI-1525  or  visit  www.psi.net  for  local  connections  in  the  U.S.  or  Internationally. 


PSINet  Limited 

CANADA 

-905-477-1318 


PSINet  Japan  Inc. 

JAPAN 

81-3-5574-7171 


World  Online  B.V. 

NETHERLANDS 

31-35-699-8777 


Hansol  Telcom  Co.  Ltd. 

S.  KOREA 

82-2-3457-5195 

(Offering  service  as  ivynel) 


PSINet  UK  Limited 

UNITED  KINGDOM 

44-1223-577-167 


PSINet  Inc.  Corporate  Headquarters 

UNITED  STATES 

1-703-904-4100 

(For  consumer  services  coll  1.800.799.0678.1 
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Job  openings... 

Job  openings  by  education  and  training  (1994-2005) 
Short-term  on-the-job  training 
Long-term  training  &  experience  I 
Bachelor's  degree 
Vocational  training 
Master's  degree  &  higher 


Associate  degree 

Source:  Bureau  of  Labor  Statistics. 


and  growth... 

New  low  skilled  |obs  created  (millions) 


40.6% 

58 

28.2 

56 

19.7 

54 

4.8 

52 

3.5 

50 
'96 

3.2 

96      '98    2000   '02      04 '05 

Sources:  Forbes  estimates; 
Bureau  of  Labor  Statistics. 


for  workfare 

Workers  pushed  off  welfare  (millions) 
2.0 


'98    2000   '02     '04 '05 


Sources:  Forbes  estimates; 

Department  of  Health  &  Human  Services. 


Most  future  job 
openings  will  be 
for  unskilled 
workers. 
Employers  can 
expect  2  million 
welfare  recipients 
vying  for  5 
million  new  jobs 
by  2005. 


'Helping 
people  get 
off  welfare  is 
not  some- 
thing you  do 
solely  for 
business 
purposes. 
There  has  to 
be  a  higher 
purpose  in 
mind." 


Polaroid's  chief 
executive, 
Gary  DiCamillo 


to  give  people  seven,  eight  chances,  hoping 
they  would  see  the  light.  A  lot  of  them  never 
did  Now  if  it  looks  like  they  are  noneffective 
in  90  days,  they  are  gone. 

"This  is  an  untapped  labor  pool,  but  you 
have  to  weed  through  the  bad  workers  to  find 
the  gems." 

Leone  Hinzman 
Chief  executive  officer 
Mini  Maid  Services,  Inc. 

"The  most  important  thing  is  creating  a  struc- 
ture. Over  90%  of  the  maids  in  our  85  franchis- 
es have  come  off  welfare.  Their  lives  are  chaos 
at  home.  We  provide  a  certain  consistency — 
rules  and  rewards — that  diey  haven't  had  in 
their  lives. 

"Our  148-page  training  manual  that  fran- 
chisees must  follow  is  based  on  my  first  hus- 
band's Army  leadership  training.  In  the  Armed 
Forces,  they  take  someone  that  was  probably  a 
problem  person  and  turn  him  into  an  out- 
standing soldier  by  enforcing  structure,  self- 
esteem  and  a  work  ethic. 

"All  of  us  want  structure  in  our  lives.  The 
person  who  has  never  had  it  doesn't  realize 
what  a  relief  it  is  to  get  it.  Structure  and  stabili- 
ty are  like  your  first  taste  of  chocolate.  Our 
employees  try  it  and  think,  "How  did  I  ever 
live  widtout  it?" 

Mitchell  Fromstein 
Chief  executive  officer 
Manpower  Inc. 

"Be  prepared  for  problems,  things  just  won't 
go  smoothly — this  isn't  private  business. 
Working  with  the  state  is  a  trial.  After  a  year 
and  a  half  of  working  with  the  Wisconsin 
program,  the  jury  is  still  out  on  whether  we 
want  to  get  deeper  in  this  field. 

"In  Milwaukee  there  are  eight  different 
organizations  helping  the  welfare  population. 
All  eight  are  contacting  employers,  or  not 
contacting  employers,  as  the  case  may  be. 
Our  job  is  to  market  these  services,  but  it's 
hard  when  each  organization  has  its  own 
agenda." 


Ted  Abram 

Director  of  public  affairs 
Jeld-Wen  Inc. 

"You  don't  need  to  wait  for  the  state  to 
develop  a  welfare-to-work  program.  If  [you 
do]  then  it  will  be  run  like  most  state  pro- 
grams— a  lot  of  red  tape  and  a  long  list 
of  rules. 

"Our  chairman,  Dick  Wendt,  got  together 
a  group  of  business  people  who  came  up  with 
a  business-friendly  welfare-to-work  program 
and  got  it  passed  in  a  statewide  ballot  initia- 
tive. The  real  difference  with  this  program 
[and  other  state  programs]  is  that  you  fill  out 
just  one  form — one  side  of  one  page — and 
then,  once  a  month,  you  send  in  your 
expenses  to  the  state  and  get  reimbursed 
within  ten  days." 

Gary  DiCamillo 
Chief  executive  officer 
Polaroid  Corp. 

"Helping  people  get  off  of  welfare  is  not 
something  you  do  solely  for  business  purpos- 
es. There  has  to  be  a  higher  purpose  in  mind. 

"Twenty-eight  years  ago  we  set  up  a 
wholly  owned  subsidiary  that  now  employs 
people  from  the  inner  city  to  do  things  like 
print  materials  and  recycle.  We  still  don't 
break  even  on  the  subsidiary,  but  our  invest- 
ment is  nominal — maybe  $500,000  a  year. 

"It  would  have  been  easier  to  write  a  check 
and  let  some  nonprofit  handle  the  training. 
But  we  know  better  how  to  teach  people  to 
work  in  a  real  business  environment,  and  we 
get  recognition  from  the  community." 


What's  on  your  mind? 

If  you  are  a  business  executive,  whether 
with  a  big  company  or  a  small  one,  we'd 
like  to  know  what's  bothering  you  these 
days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 
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There's  Only  One  Place  On  This 
list  Where  We  Come  Up  Short. 

The  List  Price. 


1997  Lincoln  Continental  *37,950 


Lincoln  Continental 

Cadillac  Seville  SLS 

Engine 

100,000-mile  Scheduled  Tune-up  Interval" 

Anti-lock  Brakes  (ABS) 

All-Speed  Traction  Control 

Auto  Load-leveling  Suspension 

Power  Driver/Front  Passenger  Seats 

Remote  Keyless  Entry  System 

Solar  Tint  Glass 

Automatic  On/Off  Headlamps 

Dual  Power  Heated  Outside  Mirrors 

Dual  Power  Front  Seat  Recliners 

Auto-dimming  Inside  Mirror 

Dual  Illuminated  Visor  Mirrors 

Automatic  Parking  Brake  Release 

Computer-managed  Suspension 

Leather  Seating  Surfaces 

5-passenger  Seating  with  Center  Console 

Anti-theft  Alarm  System 

Driver/Passenger  Power  Lumbar 

Virtual  Image  Instrument  Cluster 

Particulate  Air  Filtration  System 

12-function  Memory  Profile  System 

Memory  Driver  Seat 

Memory  Mirrors 

Easy  Entry/Exit  Driver  Seat 

Driver  Selectable  Steering  Effort 

Driver  Selectable  Suspension 

Reverse  Tilt-down  Outside  Mirrors 

Rear  Seat  Center  Shoulder  Safety  Belt 

Concealed  Radio  Antenna 

Electronic  Compass 

4.6L  DOHC  InTech™  V-8 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 

4.6L  DOHC  Northstar  V-8 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 

Manufacturer's  Suggested  Retail  Price 

$37,950 

$40,660 

Equipment  Standard  on  Lincoln  Continental  and 
Optional  on  Cadillac  Seville  SLS 

Options  Price 

Leather  Seating  Surfaces 
Driver/Passenger  Power  Lumbar 
Sport  Interior  with  Console 
$1,223 

Manufacturer's  Suggested  Retail  Price, 
Comparably  Equipped 

$37,950 

$41,883 

Buy  a  Lincoln  Continental  and  Save 

$3,933 

'Under  normal  driving  conditions  with  routine  fluid 'filter  change* 
Based  on  MSRP  (ompinwn  of  comparably  equipped  vehicle* 
Competitive  data  based  on  national  information 

f  LINCOLN 

m  What    A    Luxury   Car    Should  Be 

I  *s»  i  To  receive  a  free  brochure  call  1  800  446-8888. 
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Technological  divide 

Sir:  "Technology  for  technology's 
sake"  (Oct.  21)  contends  that  too 
much  technology  is  causing  workers 
to  waste  time,  but  then  lists  factors — 
waiting  for  programs  to  run,  waiting 
for  reports  to  print — that  have  little 
or  nothing  to  do  with  new  technolo- 
gy. In  fact,  some  of  them — waiting 
for  a  repairman  to  show  up,  for 
example — would  clearly  be  alleviated 
with  newer  machines.  Newer  soft- 
ware also  tends  to  be  easier  to  learn 
and  use. 

-George  W.  Colombo 
Winter  Springs,  Fla. 

Sir:  I'm  a  computer  edu- 
cation instructor  and  on 
my    fourth  computer 
since  1988.  It's  my  last 
desktop,  for  sure.  Within 
four  months  of  buying  it 
I  had  to  upgrade  to  16  meg  RAM 
(from  8  meg)  to  run  Internet  soft- 
ware. But  this  is  as  far  as  it  goes.  No 
sound  card.  No  animation.  No  fancy- 
dancy  stuff.  I  have  two  word-pro- 
cessing programs  and  no  need  to  get 
more.  My  next  computer,  if  there  is 
one,  will  be  the  Net  computer. 
-Li  Wright 
Chicago,  III. 

Take  me  to  my  dacha 

Sir:  In  answer  to  "Would  you  want 
to  drive  a  Lada?"  (Aug.  26)  I  reply, 
"Of  course.  How  else  will  I  make  it 
to  my  dacha?"  How  many  times 
have  you  seen  a  BMW,  Mercedes, 
Grand  Cherokee  or  Chevy  Blazer  in 
the  dirt  driveways  of  Russian 
summer  houses?  About  as  many 
times  as  you  see  one  parked  outside 
a  shack  in  rural  Iowa.  Russian  Ladas, 


Kamazes  and  GAZes  still  have  the 
lion's  share  of  the  Russian  automo- 
bile market.  Ladas  fit  the  budget  of 
many  ordinary  families  in  Russia. 
-Alexander  Gilfanov 
Indianola,  Iowa 

Money  for  something 

Sir:  In  "Washington  encourages 
teenage  pregnancy"  (Sept.  23)  Ms. 
Gallagher  seems  to  pine  for  the  days 
when  pregnant  students  were  disci- 
plined. Making  unwed 
pregnant  teens  "disap- 
pear" from  schools  does 
not  rub  the  mother  and 
child-to-be  off  the  face  of 
the  earth,  it  just  puts 
them  that  much  closer  to 
becoming  the  welfare  sta- 
tistics she  rails  against.  I'd 
rather  pay  the  cost  of 
education  (money  for  something) 
than  welfare  (money  for  nothing). 
-Michael  Boyiazis 
Ttima,  Ariz. 

Let  us  choose,  too 

Sir:  Re  "Give  school 
choice  a  chance"  (Fact 
and  Comment,  Oct.  7). 
I've  been  a  school  busi- 
ness administrator  tor  K- 
12  and  higher  education 
for  23  years.  While  you 
say  give  school  choice  a 
chance,  I  say  give 
schools  a  chance  to 
make  choices.  Public 
schools  are  buried  by  mounds  of  con- 
trolling and  often  conflicting  statutes. 
Public  schools  must  be  everything  to 
everyone;  protect  every  minority  con- 
cern; engage  in  endless  due  process  for 


Russian  women 
stroll  past  a  billboard 
hyping  Lada  cars 
A  big  Lada 
advantage:  they 
fit  the  Russian 
budget. 


students,  parents  and  employees;  and 
demonstrate  accountability  by  prepar- 
ing report  on  top  of  report. 

The  schools  have  precious  little 
choice  in  how  to  address  the  educa- 
tional needs  of  the  public. 
-James  W.  Keller 
Los  Altos  Hills,  Calif. 

Numbers  mixups 

Sir:  In  the  Annual  Funds  Survey 
(Aug.  26)  you  stated  "Charles 
Schwab's  equity  capital  is  40  times 
Jack  White's  $100  million."  Schwab's 
public  financial  statements  reflect 
equity  capital  as  of  June  30,  1996  of 
$757  million.  White's  financial  state- 
ments, as  of  Dec.  31,  1995  reflect 
equity  capital  of  $4  million. 
-Randy  M.  Multack, 
Woodland  Hills,  Calif. 

Our  mistake.  We  mixed  up  market 
capitalization  and  shareholders'  equi- 
ty figures.-ED. 

Sir:  "The  battle  of  the  bikes"  (Aug. 
26)    misinforms    readers    of  GT 
Bicycles'  profitability.  The  figures 
used  reflect  a  nonrecur- 
ring   charge.  Analysts 
|  who  follow  the  company 
;  exclude  the  charge  in 
;  their  models. 
'  -Geoffrey  S.  Rehnert 
;  Chairman 
i  gt  Bicycles 
Santa  Ana,  Calif. 


GT^s  1995  operating  prof- 
it, excluding  nonrecurring  charges, 
was  $12  million.  There  was  a  one- 
time charge  of  $4  million.-ED. 

Less  pain,  more  gain 

Sir:  Re  "No  pain,  no  gain"  (Sept. 
23).  Legislation  mandating  parity  in 
benefits  between  mental  health  and 
physical  health  will  lead  to  as  much  as 
365-days-a-year  mandated  inpatient 
care  and -unlimited  outpatient  care. 
Minnesota  experience  suggests  uti- 
lization will  triple. 

Richard   Rainwater   and  Darla 
Moore  are  likely  to  reap  significant 
profits  from  understanding  where  the 
dollars  will  be. 
-Jack  Epstein 
Ann  Arbor,  Mich. 
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FUND  1  YEAR  5  YEAR  10  YEAR      LIFE  OF  FUND 


Dreyfus  Appreciation  Fund,  Inc. 

+29.59* 

45.42% 

41.84" 

45.91"» 

(1-18-84) 

Dreyfus  Disciplined  Equity  Income  Fundt 
Retail  Shares 

+26.02% 

+21.84% 

(9-2-94) 

Dreyfus  Large  Company  Value  Fund* 

+34.64% 

+20.48% 

(12-29-93) 

Average  Annual  Total  Returns  as  of  6 

-30-96 

SOMETIMES 

NUMBERS 

—   speak  

LOUDER  THAN  WORDS. 


1     800     621-5285     ext.  4181 

Visit  a  Dreyfus  Financial  Center  •  Call  your  financial  advisor  •  Via  Internet:  http:/ /www  dreyfus.conVfunds 

To  discuss  one  of  these  Dreyfus  equity  funds  or  others  with 
different  investment  objectives  and  track  records,  call  for  a  Prospectus  today. 
Past  performance  is  no  guarantee  of  future  results. 

©reyfus 

Call  to  get  a  Prospectus  containing  more  complete  information  on  the  Fund,  including  management  fees,  expenses  and  share  classes. 
Please  read  it  carefully  before  you  invest.  Share  price  and  investment  return  fluctuate  so  that  upon  redemption  a  shareholder  may 
receive  more  or  less  than  original  cost.  TThe  Fund's  institutional  shares  are  subject  to  an  additional  fee,  resulting  in  lesser 
returns.  *Since  inception,  the  Manager  has  absorbed  certain  expenses  of  the  Fund  without  which  returns  would 
have  been  lower.  ©  1996  Dreyfus  Service  Corporation,  Broker-Dealer.  Premier  Mutual  Fund  Services  Inc.,  Distributor. 


Active  partnership  is  powered  by  the  attention  to  our  customers'  present  and  future  needs  that 
cements  solid,  long-term  relationships.  By  anticipating  the  demands  of  tomorrow,  while  meeting  those  of  today, 
we  can  work  together  to  create  custom-tailored  risk  management  products  and  solutions  that  yield  superior  results  in 
areas  like  cost  management  and  customer  service.  As  a  member  of  The  Worldwide  Zurich  Insurance  Group, 
we  provide  extensive  financial  strength,  and  offer  long-term  active  partnership  to  you.  For  more  information, 
contact  your  agent  or  broker,  or  call  1-800-382-2150  today. 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


VOTERS  SHOULD  ELECT 


Bob  Dole  and  Jack  Kemp  to  our  nation's  highest  offices. 
They  have  put  forth  positive  proposals  that  will  help  us 
fulfill  our  potential  as  a  people  and  as  a  nation.  ^//Amer- 
icans will  have  a  better  chance  to  move  ahead. 

By  contrast,  Bill  Clinton  has  proven  himself  unequal  to 
the  demands  of  these  times.  His  higher  taxes  and  increased 
regulations  have  burdened  us  with  the  slowest  economic 
expansion  in  American  his- 


Annual  economic  growth  rate 
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tory.  He  has  failed  to  come 
up  with  a  coherent  post- 
Cold  War  foreign  policy. 
And  his  Administration  is 
morally  squalid. 

The  U.S.  has  the  poten- 
tial for  a  great  economic 
boom  and  spiritual  renew- 
al. But  major  obstacles 
must  be  removed.  The 
deadliest  of  these  is  the  tax 
code.  The  typical  family 

today  pays  eight  times  as  much  tax  to  Uncle  Sam  on  each 
dollar  of  income  as  did  a  similar  family  45  years  ago.  Two 
breadwinners  today  still  cannot  provide  for  a  family  the 
way  one  breadwinner  could  in  generations  past.  Clinton 
favors  the  status  quo,  with  a  dose  of  small  fixes  here  and 
a  dollop  of  "targeted  tax  cuts"  there. 

The  economic  fundamentals  are  fabulous: 

■  A  powerful  investment  boom  since  the  early  1980s; 

■  Our  reemergence  as  a  manufacturing  powerhouse; 

■  Formidable  leads  in  microprocessors,  software,  fiber 
optics  and  internet  technology; 

■  Abundant  capital; 

■  Impressive  international  trading  prowess. 

We  should  be  experiencing  a  vibrant,  surging  econo- 
my. Instead,  it  is  as  if  the  New  York 
Yankees  had  finished  in  the  cellar. 
Clinton  and  his  cohorts  cannot  com- 
prehend that  when  you  lower  the  price 
of  and  burden  on  work,  success,  pro- 
ductivity and  inventiveness,  you  get 
more  of  these  desirable  things.  They 
would  rather  have  more  government 
power  with  less  revenue  than  more  rev- 
enue with  less  power.  The  Dole- Kemp 
tax  cut  package  would  give  struggling 


families  meaningful  relief.  More  lasting,  it  would  give  us 
better  prospects  for  the  future  by  lowering  barriers  to  growth. 

Of  vastly  greater  significance,  though,  is  the  Dole-Kemp 
vow  to  junk  the  currently  complex,  corrupting  tax  code  and 
replace  it  with  something  that  is  fair,  simple  and  flatter.  Do 
that,  and  the  economy  will  explode  with  growth.  Immense 
amounts  of  brainpower  would  be  applied  to  productive 
  tasks.  We  presently  spend 


Annual  productivity  growth 


Under 
Clinton 
1993-95 


Decline  in  interest  rate  on  30-year  Treasury  bond 


Source:  Bloomberg  Financial  Markets 


about  5  billion  hours  and  al- 
most $225  billion  a  year  fill- 
ing out  tax  forms.  Govern- 
ment revenue  would  grow 
even  faster  than  the  econo- 
my because  there  would 
be  far  better  compliance. 

The  Dole-Kemp  ticket  al- 
so advocates  sensible,  long- 
needed  legal,  education  and 
regulatory  reforms.  Almost 
unnoticed,  for  instance,  is 
the  candidates'  intriguing  proposal  to  simplify  auto  insur- 
ance, a  refreshing  change  that  could  cut  premiums  29% 
to  45%,  saving  drivers  over  $80  billion  over  two  years. 

The  moral  rot  at  the  core  of  the  Administration  is 
mind-boggling. 

■  The  President's  ill-disguised  hint  that  he  will  pardon  White- 
water criminals  is,  in  spirit  at  least,  an  obstruction  of  justice. 

■  The  White  House's  abuse  of  FBI  files  on  opponents  is 
a  crime  of  Watergate  proportions. 

■  The  President's  until-this-election-year  indifference  to  drug 
use  has  helped  fuel  a  nationwide  epidemic  among  our  young. 

■  Clinton's  cynical  veto  of  a  bill  to  ban  "partial-birth  abor- 
tions"— a  euphemism  for  infanticide — is  disgraceful.  The 
mainstream  media  have  not  educated  the  public  to  the  truth 

of  this  grisly,  murderous  procedure. 

The  Administration  has  no  foreign 
policy.  It  did  nothing  when  Iran  sent 
agents  and  troops  into  the  safe  haven 
in  northern  Iraq  that  we  and  our 
Gulf  war  allies  were  enforcing  to 
protect  the  Kurds.  The  White  House 
did  nothing  as  Saddam  moved  his 
troops  up  to  that  line.  It  did  nothing 
effective  when  he  brazenly  entered 
the  forbidden  zone  and  set  about 
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butchering  all  who  supported  us.  That  disaster  was  not 
just  a  foreign  policy  failure;  it  was  a  betrayal. 

Similar  dithering  and  drifting  is  a  hallmark  in  other  areas. 
Weren't  our  troops  supposed  to  be 
home  from  Bosnia  by  Christmas?  And 
the  President's  glib  reassurances  that 
no  missile  defense  system  will  be  neces- 
sary for  a  decade  or  more  rings  hollow. 

With  such  a  sorry  record,  why  is 
Bill  Clinton  heavily  favored  to  win 
this  election?  He  has  successfully 
lowered  our  economic  and  moral 
expectations.  He  has  perfected  his 
patented  "I  feel  your  pain"  perfor- 
mances. His  I-want-to-ploase-you  persona  is  in  sharp 
contrast  to  the  GOP's  sometimes  strident,  abstract,  sour- 
puss  presentations.  Shameless  demagoguery  helped  the 
Democrats  when  Clinton  and  labor  union  bosses 
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charged  Republicans  with  trying  to  gut  Medicare.  The 
GOP,  incredibly,  let  these  blatantly  false  advertisements 
go  unanswered  for  months  on  end. 

  Most  damaging,  the  Dole  campaign 

has  not  persistendy,  persuasively  made 
the  case  for  tax  cuts  and  tax  simplifi- 
cation. Its  paid  advertising  has  been 
unfocused,  off-message,  ineffective. 

Given  past  broken  promises,  people 
are  skeptical.  They  need  to  under- 
stand why  the  tax  issue  is  so  impor- 
tant. They  need  to  be  persuaded  that 
Bob  Dole  means  what  he  says.  If  Dole 
indeed  does  this  in  the  campaign's 
closing  days,  he  will  righdy  win  a  victory  even  more 
astounding  than  Harry  Truman's  nearly  50  years  ago. 

We  owe  it  to  ourselves  and  our  country  to  do  all  we 
can  to  make  such  a  victory  possible. 


CALIFORNIA  NIGHTMARIN' 


will 
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Lawyer  William  Lerach: 

Leading  strike-suit  jackal. 


Two  important  California  ballot  initiatives 
mously  impact  the  state's  economic  future. 

Proposition  211,  if  passed,  will  destroy  Silicon  Valley 
faster  than  those  Independence  Day  aliens.  The  proposal 
would  undo  one  of  the  rare  tort  reform  laws  that  Congress 
passed  a  few  months  back,  overriding  Bill  Clinton's  veto 
widi  broad  bipartisan  support. 

High-tech  companies  have  been  burdened 
with  so-called  strike  suits  from  vulturous  trial 
lawyers.  If  a  stock  drops,  a  company  gets  hit 
with  a  suit  alleging  fraud.  Given  the  volatili- 
ty of  startup  companies  in  high-tech  areas, 
dramatic  swings  in  stock  prices  are  the  norm. 
The  strike  suits  are  usually  frivolous,  baseless, 
but  about  95%  of  the  victim  companies  set- 
de.  Given  our  legal  system  today,  defendants 
save  money  by  giving  in  rather  than  fighting. 

Strike  suits  are  morally  no  different  than 
old-style  mobster  extortions  of  merchants. 
Instead  of  paying  off  die  police  as  Al 
Capone  would  have  done,  these  legal  racketeers  gener- 
ously contribute  to  politicians,  usually  Democrats.  Bill 
Clinton  had  indicated  that  he  would  sign  the  antistrike 
suit  legislation  but  swiftly  changed  his  mind  after  securi- 
ties litigators  read  him  the  riot  act. 

Proposition  211  would  make  company  directors  person- 
ally liable  for  damage  awards.  Companies  would  be  barred 
from  paying  for  directors'  and  officers'  liability  insurance 

BELIEVABLE  BLUEPRINT 

Trusting  the  People— by  Bob  Dole  and  Jack  Kemp 
(HarperCollins  Publishers,  $15).  Summarizes  the 
Dole-Kemp  platform  for  getting  America  moving 
again.  Tax  cuts  and  a  new  tax  code  are  key. 
Gratifying  are  ideas  on  downsizing  the  IRS — why 
did  Clinton  exempt  the  agency  from  complying 
with  die  Paperwork  Reduction  Act?  Dole-Kemp 
education  policies  are  on  target — why  is  remedial 
education  one  of  die  fastest  growing  activities  in 
America?  Other  enticing  ideas:  abolishing  that 
trial  lawyer  bonanza,  the  deep-pockets  theory, 
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for  punitive  damages,  putting  huge  pressure  on  directors 
to  settle.  The  measure  would  allow  punitive  damages  to  be 
awarded  without  plaintiffs'  being  forced  to  prove  they  had 
relied  on  false  or  misleading  statements  made  by  the  com- 
pany. Businesses  would  also  be  liable  if  they  made  profit 
projections  that  turned  out  not  to  be  on  target.  California's 
one  bright  spot  in  its  less-than-robust 
economy  would  be  turned  to  ashes 
as  companies  and  venture  capitalists  fled. 

The  second  initiative,  Proposition  217, 
would  raise  the  top  personal  income  tax  rate 
from  9.3%  to  a  maximum  of  11%,  affecting 
individuals,  partnerships  and  S  corporations — 
hitting  hard  a  main  source  of  innovation  and 
job  creation:  small  business.  Worse,  this  hike 
would  be  retroactive  to  Jan.  1.  It  would  effec- 
tively give  California  the  nation's  highest  in- 
come tax  rate  and  could  keep  state  legislation 
from  mirroring  future  federal  tax  changes, 
such  as  a  capital  gains  tax  cut  or  a  flat  tax. 
The  top  1%  of  taxpayers  in  California  already  pay  more 
than  31%  of  Sacramento's  state  income  tax  take.  The  ini- 
tiative would  simply  spur  California's  most  successful  cit- 
izens to  move  to  a  more  hospitable  state. 

After  the  battering  the  Golden  State  took  in  the  early 
1 990s,  you'd  think  even  hard-core  liberals  would  recog- 
nize you  can't  take  good  times  for  granted.  But  some 
people  are  beyond  educating. 

FOR  A  BETTER  AMERICA 

where  a  party  responsible  for,  say,  only  1%  of  noneconom- 
ic  damages  can  be  held  100%  liable;  scrapping  80 
federal  job-training  programs,  instead  block- 
granting  money  for  that  purpose  to  the  states; 
and  applying  cost- benefit  standards  to,  as  well  as 
establishing  reviews  of,  new  regulations. 
Excerpt:  The  average  American  family  now 
spends  more  money  on  federal,  state,  and  local 
taxes  than  on  food,  clothing,  and  shelter  com- 
bined. President  Clinton  calls  this  ''putting people 
first. "  We  call  it  putting  government  first.  H 
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SAP  software  isn't  just  for  big  companies. 
It's  for  companies  with  big  ideas. 

Right  now,  2,162  companies  with  less  than  $200  million  in  annual  sales  are  using  SAP  software. 
Because  they  know  you  don't  have  to  be  big  to  appreciate  how  it  can  help  reduce  cycle  and  turnaround 
times,  raise  customer  service  levels  and  improve  product  quality.  You  just  have  to  think  big. 

To  find  out  how  SAP  software  can  help  your  company,  call  1-800-283-1SAP.  Or  visit  us  at  http://www.sap.com 


Business  Process 
Software 
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Keep  Your  Eye  on  the  Ball 

Watch  how  the  New  York  Yankees 
perform  in  the  baseball  play-offs. 
Since  1945,  they  have  appeared  in 
five  election-year  World  Series. 
When  they  lose  (1960,  1964,  1976), 
a  Democrat  wins  the  White  House; 
when  they  win  (1952,  1956),  the 
Republican  triumphs. 
-The  Economist 

Democratic  Fund-Razer 

When  Republicans  cut  the  Legal 
Services  Corporation  (a  government 
agency  that  funds  left-wing  lawyers) 
by  as  little  as  $100  million,  it  was  the 
equivalent  of  the  Left  burning  down 
five  Heritage  Foundations  in  terms  of 
denying  resources  to  the  other  side. 

Every  $1  billion  cut  from  die  bud- 
get ends  funding  for  20,000  govern- 
ment workers  receiving  average  pay 
and  benefits  of  $50,000.  Should  the 
Republicans  succeed  in  reducing  gov- 
ernment spending  by  $200  billion  a 
year,  in  2002,  some  four  million  Amer- 
icans who  would  have  been  dependent 
on  government  spending,  loans  or 
jobs  will  be  in  the  private  sector. 

Defunding  die  Washington  estab- 
lishment is  defunding  the  Left.  This  is 


"I'll  tell  you  what  this  election  is  about.  It's 
about  homework,  and  pitiful  allowances,  and 
having  to  clean  your  room.  It's  also  about 
candy,  and  ice  cream,  and  staying  up  late." 


important  since  more  than  75%  of  the 
American  Left  lives  off  our  rax  dollars. 
-Grover  G.  Norquist,  President 
of  Americans  for  Tax  Reform,  in 
Hillsdale  College's  Imprimis 

Losing  Proposition 

Ie  you  were  a  corporate  executive, 
would  you  rather  relocate  to  California 
and  pay  up  to  11%  of  your  personal 
income  in  taxes,  or  relocate  to  Wash- 
ington and  pay  no  income  taxes?  The 
flight  of  firms  from  California  during 
the  first  half  of  this  decade  is  a 
reminder  that  corporations  are  increas- 
ingly mobile  and  inclined  to  go  where 
business  conditions  arc  most  favorable. 

Supporters  of  Proposition  217  say 
it  would  eliminate  a  "tax  break"  for 
the  wealthy.  In  truth,  it  would  cor- 
rode California's  economic  health — 
to  the  potential  detriment  of  every- 
one who  depends  on  a  job. 
-San  Diego  Union-Tribune 

Road  Stir 

The  open  road,  like  all  American 
roads,  offers  a  literally  concrete  expres- 
sion of  the  central  American  drives.  If, 
as  Oscar  Wilde  quipped,  America's 
youth  is  its  oldest  tradition,  change  is 
its  most  unchanging  premise,  move- 
ment is  its  most  firmly  fixed  pattern, 
impermanence  its  most  permanent 
condition,  and  the  receding  horizon 
its  most  steadfast  goal.  And  America's 
restlessness  is  its  most  mercurial  trope. 
-Phil  Patton,  Open  Road 

More  Than  Skin-Deep 

Record  numbers  of  Americans  are 
undergoing  cosmetic  surgery.  Even 
men,  driven  to  keep  up  appearances  in 
a  corporate  world  getting  younger  and 
leaner,  are  joining  the  beauty  pageant. 
Baby  boomers  are  turning  50  at  the 
rate  of  one  every  7.5  seconds.  This  is  a 
crowd  whose  self-image  does  not  in- 
clude a  turkey  neck.  They're  there  with 
their  credit  cards  and  willing  to  dip  in- 
to retirement  savings  to  stop  the  clock. 

Cosmetic  surgery  horror  stories  can- 
not compete  with  Americans'  obses- 
sion with  models,  actresses  and  celebri- 
ties who  have  long,  skinny  legs,  bee- 
stung  lips  and  washboard  abs.  But  can- 


didates for  cosmetic  surgery  need  to 
think  of  themselves  as  patients  who 
will  have  a  serious  operation,  not  as 
lumps  of  clay  to  be  gended  into  shape. 

-Doug  Podolsky, 
U.S.News  &  World  Report 


A  circus  is  the  only  entertainment 
which  can  follow  an  election  with- 
out appearing  to  be  anticlimax. 
The  analogy  between  a  circus  and 
an  election,  indeed,  could  hardly 
be  more  complete:  the  tightrope 
walkers,  the  acrobats,  the  contor- 
tionists, the  mangy  old  lions  with 
no  teeth  and  the  clowns!  the 
clowns!!  the  clowns!!! 
-The  Papers  of  Samuel  Marchbanks, 
by  Robertson  Davies 

Just  Vote  "No" 

Proposition  211  would  open  Cali- 
fornia's courts  to  frivolous  lawsuits 
against  any  publicly  held  company  in 
the  U.S.  that  has  even  one  sharehold- 
er in  the  state.  These  suits  would  sim- 
ply be  shifted  from  Federal  court  to 
California.  In  effect,  California  would 
have  a  competing  legal  code,  inviting 
a  trail  of  meritless  lawsuits  that  would 
cost  jobs,  hamper  economic  growth 
and  hurt  investors  in  all  50  states. 

Bob  Dole  rejects  Proposition  211 
as  a  "job-killing  initiative."  President 
Clinton  opposes  it.  In  a  national 
economy  in  which  companies  oper- 
ate across  state  lines  and  have  share- 
holders in  many  states,  White  House 
Chief  of  Staff  Leon  Panetta  said, 
"When  it  comes  to  securities  laws, 
Congress  should  set  the  rules." 
-J.  Kenneth  Blackwell,  Treasurer, 
state  of  Ohio,  Wall  Street  Journal 

Shop  'Til  You  Drop 

French  retailer  Roc'  Eclerc  has  de- 
veloped a  "funeral  planning  super- 
market," designed  to  be  a  more  pleas- 
ant alternative  to  traditional  undertak- 
ers. Selling  everything  from  floral  dis- 
plays to  coffins,  customers  use  shop- 
ping carts  to  shop  the  aisles,  and  are 
assisted  by  bereavement  counselors. 
-Retail  Update  H 
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Live  //,e  Legend 


Many  kotels  inspire  praise. 
Ours  nave  inspired  movies,  Looks 
and  a  television  series. 


The  Fairmonts  unparalleled  elegance 

I  and  world-class  service  have  been  stirring 
f 

I      hearts  and  imaginations  for  over  a  century.  In  fact,  our  credits 
u      include  bestsellers  such  as  "Eloise,  the  hit  series  'Hotel" 
Z     and  numerous  film  classics  ranging 

< 

j  from  "Breakfast  at  Tiffany  s  to 
f.      "Home  Alone  2!' And  of  course, 


I     you  won  t  find  a  more  perfect  setting 
\     for  your  vacation  or  business  travel. 
I      To  experience  these  legendary  hotels  for  yourself,  simply  call 

(800)  527-4727 for  more  information  or 
reservations.  The  rave  reviews  will  follow. 


AMERICA'S  GRAND  HOTELS.  SINCE  1907 


Chicago  •  Dallas  •  New  Orleans  •  San  Francisco  •  San  ]ose 
The  Copley  Plaza.  Boston  •  The  Plaza.  New  York 


WITH  THE  RIGHT  TEAM 
ANYTHING  IS  POSSIBLE. 


Remember  running  for  your  first  touchdown? 
Remember  the  teamwork  that  enabled  you  to  break  free? 

At  Cushman  &  Wakefield,  we  understand  the 
importance  of  teamwork  in  the  real  estate  game  today. 

Working  closely  with  clients,  our  first-string 
account  teams  help  analyze  individual  needs,  redefine 
objectives,  create  strategies  and  implement  solutions. 

Putting  even  the  most  impossible  goals  within 
your  grasp. 

From  our  experience,  knowledge  and  research 


capabilities  to  our  creative  problem-solving,  our  team 
record  is  unmatched  in  the  industry.  In  fact,  nobody 
helps  more  emerging  market  leaders  and  businesses  of 
all  sizes,  here  and  around  the  world. 

To  put  us  on  your  team  or  to  learn  more  about 
our  real  estate  services,  call  1-800-346-6789. 


Improving  your  place 
in  the  world!" 


http://www.cushwake.com 


Cushman  &  Wakefield  Worldwide5' 


Commentary 

on  events  at  home  and  abroad 

By  Caspar  W.  Weinberger,  Chairman 


FINDINGS  ON  CYPRUS  AND  GREECE 


Republic  of  Cyprus.  The  southern,  Greek  region  of 
tills  ancient  and  beautiful  island,  which  Kip  Forbes  and  I 
visited  last  month,  has  a  remarkably  strong  economy 
with  steady,  moderate  growth  and  virtually  no  unem- 
ployment. There  is  a  vigorous  business  community  of 
entrepreneurs  with  ambitious  plans  to  use  Cyprus'  splen- 
did location  and  its  other  resources  to  make  it  the  eco- 
nomic gateway  of  three  continents. 

It  has  been  only  22  years  since  Turkey  took  over  the 
northern  37%  of  the  island.  Most  of  Cyprus'  resources  and 
its  major  port  and  resort  were  in  that  northern — now 
Turkish — zone.  Much  of  the  infrastructure  had  to  be  repli- 
cated and  brought  to  the  south,  and  the  fledgling  southern 
state  had  to  receive,  house,  feed  and  employ  nearly 
200,000  Greek  refugees  from  the  north.  Thus,  the  eco- 
nomic success  of  Greek  Cyprus  today  is  even  more  striking. 

The  north  has  been  far  less  successful  economically. 
Last  year  the  Turkish  zone  had  a  per  capita  income  of 
only  about  $3,000  compared  with  the  Greek  zone's 
$15,000.  Greek  Cyprus'  government  enacted  a  series  of 
tax  and  other  incentives  designed  to  aid  business  and  to 
attract  foreign  capital,  realizing  that  when  business  is 
aided  with  sensible  tax  incentives,  more  jobs  are  provid- 
ed. (We  could  use  this  type  of  thinking  in  Washington!) 

But  Cyprus  is  not  the  master  of  its  own  fate;  the  future 
of  both  zones  depends  on  the  relationship  between  Greece 
and  Turkey.  The  increased  tensions  between  Turkey's  new 
government  and  Greece  bode  ill  for  both  sides  of  the  divid- 
ed island.  There  have  been  recent  flare-ups  along  the  150- 
kilometer- long  "green  line"  that  now  acts  as  a  buffer  zone. 
Oddly  enough,  these  incidents  seem  to  have  lessened  some 
of  the  tensions  by  pointing  up  how  much  both  sides  of  the 
divide  need  stability.  The  damaging  effects  of  these  tensions 
on  the  Cypriot  economy — specifically  tourism  and  attract- 
ing foreign  capital — are  clear  to  all.  Most  citizens,  north  and 
south,  understand  the  importance  of  their  leaders'  resum- 
ing talks.  Indeed,  President  Glafcos  Clerides  of  the  Republic 
of  Cyprus  and  Rauf  Denktash,  his  Turkish  Cypriot  coun- 


terpart, expect  to  resume  those  difficult  discussions. 

Greece.  The  outcome  of  recent  elections  in  Greece 
was  generally  considered  good  for  Cyprus.  Socialist  Costas 
Simitis,  now  confirmed  for  a  full  term  as  prime  minister, 
appears  totally  different,  both  in  style  and  policies,  from 
his  destructive  predecessor,  Andreas  Papandreou.  Greece 
will  need  all  Mr.  Simitis'  skills  because  its  public  debt  is 
144%  of  its  GNP;  tourism,  the  largest  national  industry, 
has  declined  since  1994,  and  inflation  was  brought  down 
from  double  digits  in  January,  reaching  8.5%  in  August. 
The  economy  urgently  needs  sound,  free-market,  pro- 
business  economic  policies.  Mr.  Simitis'  election  suggests 
there  will  be  a  few  years  of  relative  political  stability.  And 
the  central  bankers  of  both  Greece  and  Cyprus  have 
helped  with  sound  policies.  But  the  relationship  with 
Turkey  remains  as  intractable  as  ever. 

Turkey's  new  government  has  been  engaging  in  dis- 
turbingly anti-Western,  pro-Muslim  fundamentalist  activi- 
ties, with  Premier  Necmettin  Erbakan  visiting  such  rogue 
states  as  Libya  (where  he  received  the  usual  humiliating 
treatment  from  Qaddafi)  and  Iran  and  meeting  with  offi- 
cials from  Iraq  and  Syria.  In  the  past,  Turkey  has  always 
been  a  strong  member  of  NATO,  and  under  its  previous 
pro-Western,  secular  government,  one  of  the  most  effective 
contributors  to  NATO  strength  in  the  Middle  East.  A  real 
shift  in  Turkey's  policies  (as  opposed  to  disturbing  rhetoric) 
would  be  a  setback  to  the  hopes  of  any  peaceful  settle- 
ment of  the  Greek-Turkish  dispute  over  Cyprus,  which 
would  be  bad  news  for  Cyprus,  the  U.S.  and  the  West. 

Apart  from  this,  Greece  remains  a  beautiful  and  fascinat- 
ing land  to  visit.  And  were  a  lasting  settlement  with  Turkey 
reached,  Greece  would  be  an  excellent  candidate  for  more 
foreign  investment.  Athens  itself  is  well-served  by  a  vigor- 
ous, dynamic  administration,  led  by  Mayor  Dimitris  Avram- 
opoulos,  that  is  modernizing  that  wonderous  city  without 
destroying  its  ancient  monuments.  And  America  is  particu- 
larly fortunate  to  have  at  this  juncture  a  skilled  and  experi- 
enced diplomat,  Thomas  Niles,  as  its  ambassador  to  Greece. 


ANOTHER  CLINTON  PROMISE 


In  the  last  issue,  I  wrote  that  it  was  "expected"  that 
President  Clinton  would  break  his  promise  to  pull  all 
U.S.  forces  out  of  Bosnia  by  Dec.  19. 

On  Oct.  3,  the  Administration  said  that  it  would  keep 
"up  to  7,500"  U.S.  troops  in  Bosnia  until  mid-March. 


Defense  Sectretary  William  Perry  also  told  Congress 
that  NATO  is  studying  options  that  call  for  a  much  big- 
ger force — including  thousands  of  U.S.  troops — for  a 
much  longer  stay. 

Next  promise?  HI 
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A  promise  tkat  bowls  will  only  ke  used  for  cereal  and  ice  cream. 


A  promise  this  is  just  tke  beginning  of  a  long  line  of  firsts. 


A 


promise  you 


11  K 


ave  more 


tk 


an  a 


lock  of  kair  to 


remember 


ker  tkis  day  ky. 


Nothing  h  inds  us  one  to  tke  other  like  a  promise  kept.  For  more  than  140  years,  we've  heen  helping  people 
keep  their  promises  hy  ensuring  we  have  the  financial  stren  to  keep  ours.  That's  why  families  ana 
Businesses  rely  on  us  to  insure  their  lives  ana  their  financial  future.  We  help  you  keep  your  promises.® 

Life    &    Disability    Insurance    ♦    Annuities    *    Pension    &    Retirement    Products    ❖    Investment  Management 


%  1996  Massachusetts  Mutual  Life  Insurance  Co  ,  Springfield,  MA  01111  •  http://www  massmutual.com 
Securities  products  and  services  offered  through  MML  Investors  Services,  Inc.,  a  MassMutual  subsidiary. 


(S)  MassMutual 
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How  to  use  the  Web 
to  propel  your  business. 

AT&T  Easy  World  Wide  Web"':  we  provide  the  power, 
you  pick  the  direction. 


Whatever  business  you're  in,  AT&T  Easy  World  Wide  Web 
offers  an  easy,  friendly  way  to  put  your  best  foot  forward 
in  the  online  environment,  so  you  won't  feel  like  a  duck 
out  of  water! 

One  stop  shopping  for  a  global  Internet  presence 

AT&T  Easy  World  Wide  Web  gives  you  a  hassle-free 
end-to-end  solution,  from  implementing  to  managing  your 
Web  site,  so  you  eliminate  a  lot  of  the  headaches. 

To  help  you  dive  right  in,  we  provide  Web  site  creation 
tools  and  access  to  training.  And  we  can  refer  you  to  a 
team  of  professional  Web  developers  for  help  in  designing 
an  effective  site. 

The  network  reliability  yon  expect  from  AT&T 

AT&T  is  experienced  in  building  operations  infrastructures 
you  can  depend  on.  And  to  keep  your  business  moving 
forward  with  the  Web,  we  provide  the  backup  systems 


and  technology  to  protect  your  site  from  becoming 
overloaded  and  obsolete. 

Propel  your  business  with  a  leader  in 
electronic  solutions 

AT&T  Easy  World  Wide  Web  is  one  of  the  many  Internet 
products  we  offer.  As  your  Internet  needs  expand,  AT&T 
can  move  you  upstream  with  additional  enhancements. 

For  more  information  on 

AT&T  Easy  World  Wide  Web  call  toll-free 

1  800  7HOSTIN,  Dept.  1108 

Or  e-mail  us  at  telemark@attmail.com 

Or  visit  our  Web  site  at 

http:/ /www.  att.  com/ easy  commerce/ 


©  1996  AT&T  All  rights  reserved. 


AT&T 
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Designer  lettuce 


BY  CARRIE  SHOOK 


Arugula  is 
passe.  Baby 
shungiko, 
mini-tatsoi 
and  Russian 
kale  are  in. 


Since  moving  to  New  York  from  Colum- 
bus, Ohio,  I've  met  landlords  who  want 
$2,000  a  month  for  one-bedroom  apart- 
ments, cabbies  who  can't  drive  and  girls 
with  pierced  tongues.  But  I 
never  expected  that  shopping 
for  lettuce  would  be  so  different 
than  it  is  in  Ohio. 

A  few  weeks  ago  I  checked  out 
Balducci's,  a  fancy  food  market 
on  Manhattan's  Avenue  of  -«aSB 
the  Americas.  There  I  found 
not  just  iceberg  and  Boston  let- 
tuce but  dozens  of  strange  strains  of  ™ 
green.  One  that  caught  my  eye: 
"mache,"  an  itsy-bitsy  lettuce  that  comes 
with  roots  in  a  litde  container  of  earth.  Price: 
$23.92  a  pound! 

Mache  (pronounced  "mosh")  is  only  the 
latest  in  gourmet  micro-lettuce.  No  one  with 
any  fashion  sense  eats  iceberg  these  days.  Radic- 
chio,  arugula  and  mesclun,  so  trendy  just  a 
short  while  ago,  are  now  passe.  Magenta 
spinach,  baby  arugula,  red  Russian  kale,  baby 
mizuna,  baby  shungiko  and  miniature  tatsoi  are 
where  it's  at. 

So  far  the  micro-lettuce  market  is  just  a  tiny 
portion  of  the  nation's  $1.7  billion  lettuce 
market.  But  it's  growing  fast.  Indian  Rock  Pro- 
duce, which  sells  $3  million  worth  of  lettuce  a 
year  to  some  1,100  restaurants  and  hotels, 


Fools  at  play 


BY  ANONYMOUS  AND  ANONYMOUS 


Employees 
like  us  lurk 
in  the  shad- 
ows at  every 
company. 
Our  little 
games  could 
bring  down 
the  network. 


We're  every  company's 
worst  nightmare.  Instead  of 
doing  what  we're  paid  to 
do,  we're  hard  at  work 
using  the  company's  net- 
work to  play  a  computer 
game  called  Hexen:  Beyond 
Heretic.  Right  now  one  of 
us  is  running  for  his  life  as 
the  other  hurls  bolts  of 
deadly  energy  across  the 
room.  The  target  of  the 
attack  cowers  behind  a 
pillar,  waiting  for  a  chance 
to  charge  with  his  blood- 
stained battle-axe. 

No  one  would  know 
we're  not  digging  up  hard- 
hitting business  stories.  Each  of  us  is  at  his 
desk,  in  different  corners  of  the  office,  quiet- 
ly pounding  on  his  keyboard.  We  know  our 


reports   that  its 

sales  of  unusual  micro-lettuces 

have  grown  from  $75,000  in   1994  to 

$340,000  in  1995.  "I  can't  grow  it  fast 

enough,"   gushes  owner  Albert  Buehrer. 

Designer  lettuce.  I  wonder  what's  next. 


productivity  is  suffering, 
but,  hey,  we're  letting  off  a 
little  steam.  Problem  is, 
Hexen  is  powerful  enough 
that  if  too  many  employees 
get  into  the  axe-wielding 
habit,  we  could  bring  down 
the  network. 

Employees  like  us  lurk  in 
the  shadows  at  every  com- 
pany. These  days  most  off- 
the-shelf  action  games  come 
with  a  multiplayer  "death- 
match"  function  that  allows 
users  on  the  same  network 
to  battle  each  other. 

PC  Magazine  recently 
tested  a  dozen  networkable 
games  over  a  local  area  net- 
work. The  most  egregious 
bandwidth  hog  was  Warcraft  II  1.0,  which 
takes  up  9%  of  network  capacity  with  four 
users  playing  simultaneously.  A  newer  version 
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of  Warcraft,  as  well  as  our  beloved  Hexen,  use 
3%  at  peak. 

To  be  sure  that  wc  weren't  in  danger  of 
being  caught,  we  put  in  an  undercover  call  to 
our  network  administrator.  Was  Big  Brother 
on  the  lookout  for  networked  garners  like  us? 


Bodacious  ta-tas 


BY  SUZANNE  OLIVER 


'They  bounce 
when  you 
walk  and 
don't  crunch 
when  someone 
hugs  you." 


After  nursing  a  baby,  a  woman's  breasts 
droop.  The  result  isn't  quite  like  the  chests  of 
the  women  in  the  pages  of  National  Geo- 
graphic, but  breasts  lose  perkiness  and  can 
shrink  a  cup  size.  Some  women  resort  to 
surgery.  Others,  like  me,  can't  bear  the 
thought  of  going  under  the  knife.  Besides,  it 
seems  too  vain. 

Julie  Sautter  nursed  her  first  child  in  1989 
and  lost  a  cup  size.  She's  since  become  an 
entrepreneur.  Her  Belmont,  Calif.-based 
BodyLines  makes  flesh-colored,  silicone  blobs 
(complete  with  nipples)  that  slip  inside  a 
woman's  bra.  Sounds  gross.  But  hey,  Curves, 
as  they're  called,  can  boost  the  chest  by  as 


1  hey  could  catch  us  with  special  "sniffing" 
utilities  that  spot  a  game's  distinctive  data  tags 
as  they  fly  over  the  network.  Forbes  hasn't 
installed  one — yet. 

We  do  have  a  magazine  to  put  out,  but  one 
of  us  is  up  four  kills  to  two. 


much  as  three  cup  sizes.  Boasts  Sautter:  "They 
warm  to  your  body  temperature,  bounce 
when  you  walk  and  don't  crunch  when  some- 
one hugs  you." 

Since  introducing  Curves  in  1994,  Sautter 
has  sold  over  200,000  sets  at  $129.95  retail. 
She  sells  by  phone  (800-5CURVES),  adver- 
tises in  magazines  like  Cosmopolitan  and 
pushes  Curves  on  QVC.  Sautter  expects  sales 
to  reach  $20  million  this  year.  She  says 
actresses  in  over  100  television  shows  and 
films  wear  Curves,  including  guest  stars  on 
the  fleshy  Baywatch  (but  not  busty  star  Pamela 
Anderson)  and  Amy  Pietz  on  Caroline  in 
the  City. 

No  ma'am,  you  sure  can't  keep  a  good 
woman  down.  H 
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Disposable  incomes  after 
taxes  and  inflation  are  up 
3%  between  the  second 
quarter  of  this  year  and  the 
second  quarter  of  1995. 
James  E.  Glassman,  senior 
economist  at  Chase  Securi- 
ties, thinks  rising  incomes 
and  a  falling  unemployment 
rate  (Glassman  expects  it  to 
fall  to  4.6%  by  the  end  of 
next  year)  will  keep  con- 
sumers spending.  The  price? 
Glassman  expects  a  pickup 
in  inflation— to  3.7%  in  the 
fourth  quarter  of  1997,  up 
from  2.9%  today. 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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E  R  T  A  I  N 
INVESTORS 
will  go  to  great 
lengths  to  get 
their  hands 
on  corporate 

secrets. 
They  pose  as 
garbage  haulers.  Bicycle  messengers. 
Anything  to  learn  the  one  tidbit  that 
could  make  them  rich. 

Despicable.  Especially  when  there's  a 
perfectly  legal  option:  The  Red  Chip  Review. 

Like  the  aforementioned  rascals,  we 
also  find  powerful  leads.  Unlike  them,  we 
share  our  leads  with  you.  If  history 
serves  as  a  guide,  you  could 
prosper  handsomely. 

We  succeed  by  focusing 
on  small-cap  stocks.  In 
our  opinion,  these  have 
the  best  potential  for 
dynamic  growth.  Due  to 
size  and  location,  they're 
usually  unknown  and 
undervalued.  Yet  they 
often  have  great  stories 
agement.  And  upward  momentum. 

We  focus  on  288  promising  stocks. 
And  we  focus  hard.  As  a  Red  Chip  Review 
subscriber,  you  are  privy  to  exhaustive 
research.  Ratings  and  recommendations 


Red  Chip  Review  Stocks: 
Outstanding  Performance  in  1996 


RCR  RCR 
Top  50  Index 

Nimble  man- 


Ru.u>ell 
2000 


Objective  analysis.  And  much  more. 

You  find  out  who  to  watch.  What's 
attractive.  What's  not.  Often,  long  before 
the  word  hits  Wall  Street. 

Our  approach  works.  Impressively. 
So  far  this  year,  our  top  50  companies 
have  gained  an  average  of  98.6%. 

To  learn  more,  call  today.  We'll 
send  you  a  booklet  containing  a  sample 
Red  Chip  report.  The  names  of  our  top  50 
performers  for  1996.  Our  philosophy 
for  picking 

stocks.  Plus       /  °"<  W  (Ui~~)-$H9 
other  close 
held  information. 
One  year  of  The  Red  Chip  Review  —  24 
issues — is  only  $349. 
Membership  also  includes 
bonuses  such  as  our 
Investor's  Conlerence. 
To  name  one. 

You  can  also 
access  our  research  in 
other  ways,  at  other 
prices.  From  single 
reports  you  download  Irom 
our  Web  site,  to  a  lull  on-line  subscription 
for  investment  professionals. 

To  make  the  most  of  your  portlolio, 
call  our  toll-free  number  now.  Because 
information  this  valuable  is  hard  to 
find.  Particularly  in  one  piece. 
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THE  RED  CHIP  REVIEW 

The  short  list  of  tomorrow's  leading  stocks. 

For  a  free  booklet,  call  1-800-721-1972  (7 am-5  pm  PST).  Or  http://www.redclup.com 


It  should  not  be  assumed  future  results  will  match  past  performance. 


Government  trustbusters  worried  about  the  Time  Warner/Turner  merger's 
impact  on  competition,  it  appears  they  were  right  to  be  worried. 

Ted  plays  hardball 


By  Matthew  Schifrin 

It  didn't  take  Ted  Turner  long. 
Hardly  was  the  ink  dry  on  the  Feder- 
al Trade  Commission's  approval  of 
Time  Warner's  $9  billion 
acquisition  of  Turner 
Broadcasting  than  Turner 
was  showing  Time  Warner 
Chairman  Gerald  Levin 
how  to  body  block  his  old 
competitor,  News  Corp. 
Chairman  Rupert  Mur- 
doch. In  doing  so  Turner 
may  also  be  forcing  FTC 
Chairman  Robert  Pitof- 
sky,  and  other  trust- 
busters, to  think  again 
about  the  impact  of  the 
Time  Warner/Turner 
merger  on  competition  in 
the  media  business. 

Since  his  days  as  a  law 
professor  at  Georgetown 
University,  Pitofsky  has 
worried  that  big  media 
mergers  would  restrict  the 
distribution  of  competing 
programming.  In  the 
FTC's  complaint  against 
Time  Warner's  proposal 
to  buy  Turner  Broadcast- 
ing, Pitofsky  warned  that 
Turner's  CNN  news  chan- 
nel would  become  even 
more  entrenched,  given 
Time  Warner's  ownership 
of  17%  of  the  country's 
67  million  cable  sub- 
scribers. Said  the  FTC's 
complaint:  "Time  War- 
ner's acquisition  of  CNN 
gives  it  both  the  ability 
and  incentive  to  make 
entry  of  competing  news  services 
more  difficult,  by  denying  them 
access  to  its  extensive  distribution 
system." 

Pitofsky's  solution  was  a  consent 
order  that  focused  much  of  the  time 
on  controlling  John  Malone,  a  media 
executive  with  few  friends  in  the 


Clinton  White  House  (Forbes,  Sept. 
9).  Malone's  holdings,  including 
Tele-Communications,  Inc.  and  Lib- 


Time  Warner's  new  vice  chairman,  Ted  Turner 
He  promised  to  "squish  Rupert  like  a  bug."  Can  he? 


erty  Media,  control  nearly  25%  of  the 
country's  cable  subscribers  and  own 
9%  of  merged  Time  Warner  and 
Turner.  In  essence  Pitofsky  made 
Malone  agree  to  give  up  voting  con- 
trol of  his  Time  Warner  shares. 

In  dealing  with  Ted  Turner  and 
CNN,  Pitofsky's  order  seemed  to 


take  a  much  gentler  line.  Time 
Warner  is  obliged  to  offer  one 
other  24-hour  news  service  to  50% 
of  its  cable  subscribers 
within  the  next  five  years. 

The  consent  order  was 
signed  on  Sept.  12.  The 
merger  was  approved  on 
Oct.  10.  But  in  late  August 
Levin  visited  Turner  at  his 
Montana  ranch.  Not  long 
after  returning  to  New  York, 
Levin  backed  away  from  a 
deal  he  had  struck  with 
News  Corp.'s  Murdoch,  a 
deal  that  would  have  created 
serious  competition  for  Tur- 
ner's CNN. 

In  January  1996  Mur- 
doch announced  plans  to 
launch  a  new  cable  service, 
the  Fox  News  Channel.  The 
Fox  product  would  be  simi- 
lar to  Turner's  CNN,  but 
with  a  different  slant  than 
liberal  CNN's.  Cable  systems 
around  the  country  agreed 
to  carry  the  new  Fox  News 
Channel.  Among  them  was 
Time  Warner.  Murdoch 
agreed  to  pay  Time  Warner 
more  than  $100  million  up 
front  for  access  to  its  cable 
systems. 

But  within  days  of  the 
FTC's  approval  of  the  Time 
Warner/Turner  merger, 
Jerry  Levin  and  Ted  Turner 
suddenly  refused  to  carry 
Murdoch's  Fox  News  in  the 
New  York  market,  where 
Time  Warner  has  1.1  mil- 
lion cable  subscribers.  Instead,  Time 
Warner  is  airing  MSNBC,  a  joint  ven- 
ture between  Microsoft  and  General 
Electric's  nbc.  MSNBC  also  offers  24- 
hour  news,  but  in  a  much  softer 
format  than  Fox  News'  or  CNN's.  It 
is  far  less  the  competitive  threat  to 
CNN  than  Murdoch's  24-hour  news 


42 


Forbes  ■  November  4,  1996 


channel  is.  Nor  are  Bill  Gates  and 
Jack  Welch  the  archrivals  to  Ted 
Turner  that  Rupert  Murdoch  is. 

As  Ted  Turner  knew  it  would  be, 
Time  Warner's  refusal  to  carry  Fox 
News  in  the  New  York  market  was  a 
deft  blow  to  Murdoch  because  adver- 
tising professionals  in  New  York  can't 
watch  it. 

In  light  of  what  appears  to  be 
nakedly  anticompetitive  behavior  by 
Time  Warner  against  Murdoch,  is 
FTC  Chairman  Pitofsky  having 
second  thoughts  about  approving 
the  Time  Warner/Turner 
merger?  Through  his 
spokesman  he  declines  to 
comment;  it  is  highly 
unlikely  that  the  FTC 
would  try  to  undo  the 
merger  at  this  point.  Still, 
brazenly  keeping  Fox 
News  out  of  New  York 
would  certainly  seem  at 
odds  with  Pitofsky's  rosy 
assurances  that  the 
merger  would  not  stifle 
competition. 

"The  central  issue  [the 
merger]  raises  can  be  sum- 
marized in  one  word: 
access,"  Pitofsky  said  in 
announcing  the  consent 
order  in  September.  "This 
settiement  would  preserve 
competition  and  protect 
consumers  from  ...  re- 
duced programming 
choices  by  ensuring  that 
competing  cable  operators, 
new  technologies  and 
future  programmers  can 
gain  access  to  Time  War- 
ner/Turner's customers 
and  programming." 

Hardly  a  stranger  to 
ruthless  maneuvering  and 
strategic  brawling,  Ru- 
pert Murdoch  is  counter- 
punching  on  several 
fronts.  He's  suing  Time 
Warner  for  anticompeti-  HBRI 
tive  practices  and  breach 
of  contract,  but  it's  impossible  to  say 
who  will  prevail  in  the  courtroom. 
"This  is  not  an  easy  case  for  either 
side,"  says  antitrust  lawyer  Bert  Rein 
of  Washington's  Wiley,  Rein  & 
Fielding. 

As  owner  of  the  New  York  Post, 
Murdoch  is  not  without  political 


influence.  In  the  past  few  weeks  he 
has  enlisted  the  support  of  New  York 
Mayor  Rudolph  Giuliani,  New  York 
Governor  George  Pataki  and  other 
ranking  New  York  pols,  all  of  whom 
have  demanded,  in  vain,  that  Time 
Warner  make  room  on  its  New  York 
system  for  Fox  News. 

Giuliani  has  gone  so  far  as 
attempting  to  give  one  of  the  city's 
public  interest  channels  to  Fox 
News.  Parrying  this  thrust,  Time 
Warner  has  won  a  temporary 
restraining  order  which  is  keeping 


News  Corp.  Chairman  Rupert  Murdoch 
Will  he  now  retaliate  against  Time  Warner  overseas? 


Fox  News  off  the  air  in  New  York. 
Giuliani  has  also  threatened  to  review 
Time  Warner's  New  York  cable  fran- 
chise agreement.  This  could  be  a 
blow  to  Time  Warner. 

Murdoch  has  other  options.  To  get 
Fox  News  on  the  air,  he  could  buy  a 
New  York  uhf  TV  station  like  the  one 


owned  by  Barry  Diller's  Silver  King 
Communications.  Federal  "must- 
carry"  rules  would  then  force  Time 
Warner's  New  York  cable  system  to 
carry  Fox  News. 

Murdoch  once  explained  to 
Forbes  that  he  does  not  need  to  own 
cable  systems  in  the  U.S.  to  distribute 
his  programming  because  he  owns 
foreign  distribution  assets  (Forbes, 
Mar.  14,  1994).  These  include  his 
40%-owned  British  Sky  Broadcasting 
satellite  television  service,  which 
broadcasts  programming  to  millions 
of  homes  in  the  United 
Kingdom;  and  Star  TV, 
which  beams  signals  to  54 
million  Asian  homes. 

Murdoch  said  he  uses 
News  Corp.'s  distribution 
leverage  overseas  to  help 
him  strike  deals  with  cable 
operators  in  the  U.S.  Expect 
to  see  this  leverage  in  action 
soon.  One  possibility:  Mur- 
doch may  refuse  to  broad- 
cast Warner  programming 
on  BSkyB. 

Where  in  all  this  fighting 
is  John  Malone? 

As  usual  Malone  has 
interests  on  all  sides  of  the 
fence.  He's  now  a  large 
Time  Warner  shareholder. 
But  he  also  has  a  number  of 
existing  deals  with  Mur- 
doch, including  a  joint  ven- 
ture to  create  sports  channel 
and  distribution  partner- 
ships in  Australia,  the  U.K. 
and  Latin  America. 

At  the  very  moment  that 
Time  Warner  claims  there  is 
no  room  on  its  New  York 
cable  system  for  Fox  News, 
TCI  has  made  room  for 
both  Fox  News  and  MSNBC 
on  its  systems  and  is  send- 
ing them  out  to  10  million 
and  2.5  million  cable  televi- 
sion homes,  respectively. 
TCI  also  has  an  option  to 
buy  equity  in  Fox's  news 

channel. 

Where  this  battle  will  end  we 
frankly  don't  know.  But  we  would  be 
surprised  if  FTC  Chairman  Pitofsky 
doesn't  feel  sucker-punched  by  Ted 
Turner's  use  of  Time  Warner's  cable 
systems  to  play  hardball  against  his 
old  rival  Rupert  Murdoch.  B 
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While  politicians  talk  about  helping  students 

and  families  finance  higher  education,  Roy  Chapman 

is  on  the  verge  of  really  doing  something  about  it. 


Golsobs 


By  Randall  Lane 

Watch  Bill  Clinton  on  the  stump, 
and  you'll  hear  two  words  touted 
over  and  over  again:  "college  educa- 
tion." At  the  core  of  the  Clinton  tax- 
cut  pledge  is  a  $10,000  annual  tax 
deduction  for  a  family  with  depen- 
dents in  college  (as  long  as  the  family 
isn't  "rich" — that  is,  earning  over 
$100,000  a  year).  Clinton  also  dan- 
gles an  annual  $1,500  tax  credit  for 
students  attending  two-year  colleges. 

Not  to  be  outmaneuvered,  Bob 
Dole  has  vowed  to  make  interest  pay- 
ments on  student  loans  tax  deduct- 
ible for  five  years,  and  promises  tax- 
free  education  accounts  akin  to  IRAS. 

Roy  Chapman  has  another  idea. 
Rather  than  use  the  tax  code  to  help 
finance  college  educations,  why  not 
let  the  private  capital  markets  do  the 
job,  with  no  incentive  save  the  oppor- 
tunity to  share  in  the  economic 
returns  from  a  college  education? 
After  all,  if  higher  education  enhances 
the  wealth  of  the  nation,  higher  edu- 
cation is  something  the  private  sector 
should  actively  finance,  just  as  it 
finances  software  companies  and 
semiconductor  plants. 

Chapman,  55,  is  a  former  accoun- 
tant and  Coopers  &  Lybrand  partner 
who  made  $5  million  turning  around 
a  bankrupt  clothing  store  chain.  He 
retired  in  1993  to  fight  the  same  dis- 
ease that  killed  Muppets  creator  Jim 
Henson.  After  beating  back  the  ail- 
ment he  rethought  his  priorities  and 
decided  to  find  a  way  to  encourage 
private  investors  to  finance  students' 
educations.  He  started  a  firm  called 
Human  Capital  Resources,  Inc. 

In  essence,  Chapman  wants  to 
create  educational  capital  funds  that 
would  emulate  securitized  mortgage 
or  credit  card  receivables  pools.  We'll 
call  his  proposed  securities  "Col- 
sobs,"  for  "Collateralized  Students' 
Obligations."  Here's  how  Colsobs 
would  work: 


To  diversify  risks,  each  pool  would 
extend  money  to  a  large  number  of 
students,  500  or  more.  The  money 
would  be  collateralized  by  the  right 
to  a  percentage  of  the  student's 
future  income  over  15  years  after 
graduation.  Chapman  would  offer 
Colsobs  in  $1,000  blocks,  each  of 
which  would  be  repaid  through  a 
fixed  percentage — perhaps  0.5% — of 
the  student's  future  income.  The  idea 
is  to  provide  capital  that  would  sup- 
plement— not  compete  with — gov- 
ernment grants,  university  aid,  or  fed- 
erally guaranteed  student  loans. 

Suppose  a  student  taps  the  Colsob 
pool  for  $10,000.  When  the  student 
enters  the  work  force,  he  or  she  will 
owe  the  pool  5%  of  earnings  for  the 
next  15  years.  Example:  A  student 
who  takes  out  $10,000  in  Colsobs 
and  becomes  a  $30,000-a-year  nurs- 
ery school  teacher  would  pay  $1,500 
a  year  back  into  the  pool. 

Factoring  in  variations  in  incomes 
and  the  inevitable  risks  of  defaults 
and  late  payments,  Chapman's 
models  project  an  average  pretax, 
after-inflation  return  of  8%  on  his 
Colsob  pools.  "I've  been  a  capitalist 
all  my  life,"  says  Chapman.  "This  is 
something  we  think  we  can  make 
money  on." 

To  show  he's  not  a  greedy  capital- 
ist, Chapman  would  cap  his  fund's 
upside  in  each  individual  graduate  at 
120%  of  the  average  figure  paid  by 
those  in  his  or  her  pool — graduates 
who  become  multimillionaire  sports 
celebrities  can  relax.  There  is  some 
flexibility  and  forgiveness  built  into 
the  Colsob  concept,  too.  For  exam- 
ple, graduates  can  ke  a  thret  year 
payment  "sabbatical '  —for  unem- 
ployment, parental  leave,  sailing 
around  the  globe,  whatever  they 
choose.  Students  who  want  keep  the 
sabbatical  and  still  attend  graduate 
school  are  hit  with  a  modest  hike  in 


their  repayment  rate;  Chapman  will 
set  up  graduate  school  pools  as  well. 

Chapman  would  also  offer  students 
a  neat  little  tax  advantage:  The 
money  raised  from  Human  Capital 
Resources  would  be  treated  as 
income  to  the  student,  and  thus  get 
taxed  immediately,  at  a  time  when 
few  students  would  be  subject  to 
much,  if  any,  income  tax.  The  future 
income  owed  to  Human  Capital 
Resources,  presumably  earned  while 
in  a  higher  bracket,  is  then  paid  back 
pretax  to  the  pool.  This  doesn't  affect 
the  rate  Human  Capital  Resources 
would  pay,  but  makes  Chapman's 
plan  a  much  easier  sell  to  students. 

One  stumbling  block:  Several 
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Human  Capital 
Resources  Chairman 
Roy  Chapman 
Taking  the  ball 
from  Milton 
Friedman— and 
running  with  it. 


states  have  laws  which  can  be  inter- 
preted to  prohibit  the  sale  of  future 
income.  Thus  Chapman  needs  a  fed- 
eral law  to  validate  his  contracts 
nationwide.  He  also  needs  protection 
from  graduates  who  suddenly  declare 
bankruptcy — a  provision  private 
lenders  to  students  already  possess — 
as  well  as  assurances  that  students' 
can  front-load  their  tax  payments. 

To  address  these  legal  hurdles, 
Rep.  Lindsey  Graham  (R-S.C.)  has 
promised  to  introduce  a  bill  after  the 
next  session  of  Congress  begins  in 
January.  "To  me,  this  plan  is  the  free 
enterprise  system  at  its  best,"  says 
Graham.  "It's  a  good  way  to  fill  in 
the  gaps  [not  covered  by  existing 


forms  of  financial  aid]." 

Chapman's  idea  isn't  new.  Forty 
years  ago  economics  Nobelist  Milton 
Friedman  proposed  a  plan  that  would 
give  students  government  money  that 
would  be  repaid  from  an  extra  tax  on 
the  students'  future  earnings  above  a 
specific  amount.  A  government  task 
force  in  1967  and  an  independent 
commission  in  1970  both  endorsed 
plans  derived  from  Friedman's  idea. 

A  major  attraction  of  Friedman's 
plan  was — and,  with  Chapman's  Col- 
sobs,  still  is — the  fact  that  a  repay- 
ment schedule  based  on  a  fixed  per- 
centage of  salary  frees  the  graduate  to 
pursue  the  career  of  his  or  her  choice. 
It  does  away  with  the  burden  of  a 


fixed  monthly  payment  that  makes  no 
attempt  to  discriminate  between  an 
investment  banker's  income  and  a 
kindergarten  teacher's.  But  despite  its 
merits,  the  Friedman  idea  was 
drummed  down  by  charges  that  it 
was  a  form  of  indentured  servitude. 

Don't  expect  to  see  Milton  Fried- 
man, now  84,  twisting  arms  in  Wash- 
ington to  pass  Graham's  bill.  "I  long 
ago  decided  that  it  was  a  waste  of 
time  to  testify  before  Congress  on 
anything,"  Friedman  tells  Forbes. 
"But  I  would  certainly  be  willing  to 
support  this  publicly.  It  is  a  good  idea 
and  I  really  have  been  surprised 
somebody  hasn't  picked  it  up  over 
the  years."  HB 
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A  lot  of  smart  people  think  there  are  already  too  many  McDonald's  outlets. 
Why,  then,  is  McDonald's  opening  new  stores  faster  than  when 
Ray  Kroc  was  running  the  company? 

Golden  arches  galore 


By  Gary  Samuels 


It's  been  a  lousy  year  for  McDon- 
ald's Corp.  U.S.  comparable  sales 
have  been  sagging,  Mad  Cow  disease 
in  Britain  was  a  distraction  overseas 
and,  on  top  of  everything  else,  the 
company's  heavily  promoted  Arch 
Deluxe  drew  disappointing  reviews 
from  critics.  In  a  stock  market  that 
loves  growth  companies,  McDonald's 
shares  are  performing  as  if  they 
belonged  to  a  mediocre  public  utili- 
ty. Recent  price:  46%,  slightly  down 
for  the  year. 

The  bad  news  has  not,  however, 


dampened  spirits  at  the  company's 
Oak  Brook,  111.  headquarters.  Mc- 
Donald's is  in  the  midst  of  its  biggest 
expansion  spurt  since  the  days  of  Ray 
Kroc.  By  the  end  of  this  year  Mc- 
Donald's will  have  added  at  least 
2,500  new  stores,  increasing  its  total 
store  count  to  over  20,000.  That  is 
four  times  the  number  of  stores 
McDonald's  opened  just  four  years 
ago.  Two-thirds  of  the  new  stores 
will  be  outside  the  U.S. 

Aren't  tiiere  too  many  McDonald's 
already?  McDonald's  doesn't  think 


so.  The  company  figures  it  is  a  long 
way  from  saturating  the  fast-food 
market — not  just  in  developing  coun- 
tries, where  people  are  now  acquiring 
a  taste  for  Western-style  fast  food,  but 
even  in  mature  markets  like  the  U.S. 
At  a  time  when  other  fast-food  chains 
from  Taco  Bell  to  Checkers,  Hardee's 
and  Roy  Rogers  are  hurting, 
McDonald's  sees  a  rare  chance  to 
invest  heavily  in  the  future,  even  if  it 
means  suffering  a  little  short-term 
margin  pressure. 

McDonald's    top  management 
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accelerated  its  expansion  plan  early 
this  year  after  it  began  to  understand 
a  startling  statistical  phenomenon. 
Call  it  Greenberg's  law,  after  newly 
appointed  McDonald's  U.S.A.  chair- 
man Jack  Greenberg:  The  more 
stores  McDonald's  puts  in  a  city,  the 
greater  the  overall  number  of  trans- 
actions per  capita  in  that  market.  Put 
another  way,  Greenberg's  law  holds 
that  the  number  of  per  capita  trans- 
actions varies  proportionately  with 
penetration  in  a  market.  A  corollary: 
If  McDonald's  doesn't  put  in  the 
new  restaurants,  its  competitors  will. 

Here's  how  Greenberg  describes 
this  phenomenon:  "Where  you  have 
two  stores  per  100,000  people  you 
might  have  16  transactions  per  capita 
per  year.  When  you  go  to  three 
stores,  to  stay  even,  you  would  hope 
to  get  to  24  transactions  per  capita, 
and  when  you  go  to  four  stores,  in 
order  to  say  you're  not  causing  any 
saturation  or  decline, 
you'd  expect  32  trans- 
actions. But  guess 
what  happened?  We 
went  to  four  stores 
[per  100,000  popula- 
tion] in  some  markets 
and  ended  up  with  33 
transactions." 

Based  on  these  results,  McDon- 
ald's shifted  its  focus  to  market  share 
instead  of  just  individual  store  sales 
and  profits.  "Until  a  few  years  ago  we 
never  measured  market  share,  we 
never  talked  about 
transactions  per  cap- 
ita," says  Greenberg, 
who  until  recently 
was  McDonald's 
chief  financial  officer 
and  vice  chairman. 
"Now  we  talk  about 
it  all  the  time." 

Will  this  strategy 
play  in  Peoria?  It 
already  has.  In  1981 
McDonald's  had  ten 
stores  in  Peoria,  a 
city  of  113,000  in 
downstate  Illinois, 
and  a  market  share  of 
40%,  double  that  of 
Hardee's,  which  had 
five  stores.  But  over 
the  next  ten  years 
McDonald's  decided 
not  to  expand  in 


The  more  stores 
McDonald's  puts  in 
a  city,  the  more 
often  people  go. 


Peoria.  By  1991  the  positions  had 
roughly  reversed.  Hardee's,  which 
had  more  than  tripled  its  stores,  to 
18,  held  40%  of  the 
market,  while  Mc- 
Donald's, with  11 
stores,  had  declined 
to  28%  of  the  market. 

McDonald's  decid- 
ed to  fight  back. 
Between  1991  and 
1995,  it  boosted  its 
Peoria  store  count  from  11  to  29, 
while  Hardee's  slipped  from  18  to 
17.  McDonald's  now  is  back  on  top 
with  over  50%  of  the  market.  Thanks 
to  Greenberg's  law,  average  volume 


per  restaurant  in  Peoria  has  increased 
by  50%,  and  cash  flow  and  profits  per 
restaurant  are  also  up. 

"I  can't  tell  you  every  market  is 
going  to  be  Peoria,  and  we're  still 
learning  as  we're  talking — frankly, 
this  interview  is  a  little  premature," 
cautions  Greenberg,  as  he  fingers  a 
large  Coke  at  McDonald's  lush  head- 
quarters campus  in  the  western 
Chicago  suburb  of  Oak  Brook.  "But 
we  have  some  real-life  experience  that 
says  the  way  to  approach  a  market  is 
not  'Where  should  I  put  the  next 
store?'  but  'Where  should  I  put  the 
next  five  stores?'  " 

Rarely  are  McDonald's  new  stores 
like  its  old  ones. 
Drive-thru  win- 
dows now  account 
for  55%  of  McDon- 
ald's U.S.  sales. 
That  means  the 
new  outlets  don't 
need  nearly  as 
,  many  seats  inside. 

Which  leaves  more 
real  estate  for  other 
things,  like  indoor 
playgrounds  to  at- 
tract families,  or  gas 
stations.  McDon- 
ald's has  joint  ven- 
tures with  Chevron 
and  Amoco  to  co- 
develop  properties 
and  share  real 
estate  costs.  It  also 
has  a  ten-year  ex- 
clusive marketing 
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deal  with  Disney,  aimed  at  promoting 
each  other's  brands  starting  next  year. 

McDonald's  is  testing  the  idea  of 
sticking  smaller,  limited-menu  ver- 
sions of  its  restaurants  in  new  set- 
tings, like  busy  airports,  stores  and 
military  bases.  There  are  already 
McDonald's  in  800  Wal-Mart  stores. 
Last  month  Greenberg  opened  a 
McDonald's  Express  unit  in  a  1,200- 
square-foot  space  in  an  office  build- 
ing in  Lansing,  Mich. 
The  store  cost  just 
$100,000  to  build  and 
is  forecast  to  gross 
$575,000  in  its  first 
year. 

There  are  risks 
involved  here.  Some  of 
McDonald's  fran-  BOB 
chisees,  who  as  a 
group  own  85%  of  the  chain's  out- 
lets, are  not  convinced  that  Green- 
berg's  law  will  hold  up.  Even  if  it 
does  hold  up,  they  worry  about  how 
long  an  adjustment  period  will  be 
required  before  new  stores  translate 
into  more  business  for  them. 

Consider  franchisee  Wayne  Kil- 
burn.  In  1980  he  and  his  wife,  Mary 
Jane,  took  over  the  sole  McDonald's 
in  Ridgecrest,  Calif,  a  high-desert 
town  of  26,000  about  an  hour  west 
of  Death  Valley.  Kilburn  turned  the 


"If  we  thought  this 
way  20  years  ago, 
you'd  see  lots  more 
McDonald's  and  lots 
fewer  Burger  Kings. 


restaurant  into  a  huge  profit  machine. 
Then  McDonald's  came  up  with  a 
market  share  plan  for  Ridgecrest.  In 
September  1995  it  put  a  company- 
owned  restaurant  inside  the  new  Wal- 
Mart  in  town.  Late  last  year  McDon- 
ald's built  another  outlet  inside  the 
China  Lake  Naval  Weapons  Center.  A 
third  new  company-owned  store 
went  up  right  outside  the  naval  base. 
"Basically,  they  killed  me,"  says  Kil- 
burn. He  claims  his 
volume  has  dropped 
by  30%.  Kilburn,  who 
doubts  that  Green- 
berg's  law  will  even- 
tually click  in  and 
restore  his  volume  to 
its  prior  peaks,  wants 
out  and  is  now  nego- 
tiating to  sell  his  fran- 
chise back  to  the  corporation.  The 
two  parties  will  probably  end  up 
reaching  a  deal. 

McDonald's  is  so  hungry  for  real 
estate  it  is  now  buying  huge  collec- 
tions of  stores  from  weak  competi- 
tors, something  it  never  did  before.  A 
few  months  ago  McDonald's  agreed 
to  buy  184  company- owned  Roy 
Rogers  outlets,  maybe  100  of  which 
will  eventually  convert  to  McDon- 
ald's restaurants.  "Here  was  an 
opportunity  that  was  maybe  once  in 


a  lifetime,"  Greenberg 
smiles. 

Overseas,  earlier  this 
year  McDonald's  bought 
Burghy's,  an  80-store 
chain  in  Italy  that  domi- 
nated the  Italian  fast- 
food  market.  "We  have 
been  struggling  in  Italy 
forever,"  says  Greenberg. 
Same  story  in  New 
Zealand,  where  McDon- 
ald's just  picked  off  17 
restaurants  from  the  30- 
store  Georgie  Pie  chain. 

Expansion  isn't  every- 
thing. You  still  have  to 
give  people  reasons  to 
go  to  all  those  McDon- 
ald's. That  means 
improving  the  menu 
with  things  like  the  new 
•^H^  line  of  deluxe  sandwich- 
es, offering  better  pro- 
motions (which  is  what 
the  Disney  alliance 
does),  making  sure  the 
bathrooms  are  clean  and — above 
all — offering  perceived  value  for 
money. 

Anton  Brenner,  an  analyst  at  UBS 
Securities,  thinks  McDonald's  is  on 
the  right  track.  "There's  a  shakeout 
in  the  industry  that's  underway,  and 
a  lot  of  market  share  is  going  to 
change  hands  here,"  says  Brenner. 
"McDonald's  has  targeted  this 
period  for  major  expansion."  Bren- 
ner says  the  stock,  currently  selling 
at  20  times  this  year's  likely  earnings, 
isn't  a  screaming  bargain.  But  he 
thinks  earnings  per  share  could  grow 
14%  a  year  over  the  next  five  years — 
more  if  the  company  can  turn 
around  comparable-store  sales.  He 
rates  the  company  a  long-term  buy. 

Jack  Greenberg  won't  get  into  the 
earnings-forecasting  game,  but  he 
leaves  no  doubt  that  a  new  strategy 
now  guides  the  company  in  every- 
thing it  does. 

"If  you  don't  grow  market  share, 
you  are  going  to  lose  the  game,  large- 
ly because  so  much  of  our  business  is 
impulse- driven  in  the  U.S.,"  Green- 
berg says.  "In  the  U.S.  context,  if  we 
had  thought  this  way  20  years  ago, 
you  might  see  a  lot  more  McDon- 
ald's and  a  lot  fewer  Burger  Kings 
today.  But  we  were  in  a  different 
mind-set  then."  ■■ 
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Introducing  Distribute 


OPEN      SYSTEM      AND      AN      OPEN  MIND 


distributed 

These  days,  you  hear  a  lot  of  companies  talk 
about  open  system  computing  philosophies,  and 
while  Compaq  was  one  of  the  early  pioneers,  we 
believe  that  it's  time  to  take  a  big  step  farther, 
access       To  an  open  business  philosophy.  A  philosophy 
that  begins  with  something  we  call  Distributed  Access. 

Distributed  Access  is  not  a  canned  solution.  It's  not  a  new  piece 

of  hardware  or  software  or  a  sales  force.  It's  an  idea  literally  based 

j 

in  decentralized  network  computing  environments  and  figuratively 

HE      DIFFERENCE      BETWEEN  AN 

based  in  distributing  access  to  the  people  who  need  it.  It's  a  new 
model  of  computing  that  offers  the  control  of  traditional  legacy 
systems  and  the  added  flexibility  and  freedom  to  help  you  connect 
people  to  people  and  people  to  information. 

How  can  we  do  that?  Bv  taking  the  time  to  understand  not  just 
your  computing  needs  today,  but  the  direction  of  your  entire 
company.  Knowing  where  you  want  to  go  and  how  you  want  to 
get  there.  But  most  of  all,  by  knowing  that  what's  truly  important 
isn't  computers  or  computing,  it's  information. 

Finding  it.  Shaping  it.  Protecting  it.  Distributing  it.  Across 
the  hall  or  across  the  globe.  If  information  is  the  engine  that  runs 
today's  successful  businesses,  Distributed  Access  is  the  fuel. 

Our  goal  is  to  make  information  flow  faster,  farther,  better. 
When  the  information  that  you  need,  anywhere  in  your  company, 
anywhere  in  the  world,  is  as  easy  to  access  as  the  evening  news, 
we'll  consider  that  a  job  well  done. 

And  a  benchmark  to  beat. 

COMPAQ. 


We    don't    claim    to    have    all    the  aj 


Just    the    partnerships    to  fine 


t  r  i  b  u  t  e  d 

Can  one  company  make  an 
idea  like  Distributed  Access  a 
reality?  Yes,  if  that  company 
doesn't  think  like  one  company, 
access      If  that  company  jettisons  the 
one-stop-shopping,  "we  can  do  it  all"  mentality.  If 
that  one  company  keeps  an  open  mind. 

In  the  world  of  Distributed  Access,  an  open  mind 
is  one  that  is  ready  and  willing  to  embrace  better 
ideas,  no  matter  where  they  come  from. 

At  Compaq,  we  work  with  Microsoft,  Novell, 
SAP,  EDS,  Oracle  and  Intel  every  day,  day  in  and 
day  out,  to  make  sure  that  you  not  only  get  best- 
of-breed  solutions,  but  the  right  best-of-breed 
solutions.  Solutions  like  that  don't  happen  by  phone 
or  fax  or  by  getting  together  in  Las  Vegas  for  a  few 
days.  They  happen  when  people  roll  up  their  sleeves 
and  work  together. 

Which  is  why  we  have  engineers  that  actually  live 
in  Redmond,  Washington,  constantly  testing  and 
improving  the  performance  of  Compaq  servers 


running  Windows  NT.*  Microsoft,  on  the  other 
hand,  tests  products  like  Microsoft  Exchange 
Server*  and  Microsoft  SQL  Server*  using  Compaq 
servers  as  their  lab. 

Our  Integration  Management  solution  allows 
you  to  integrate  Insight  Manager  with  the  likes 
of  BMC,  Cabletron  and  Seagate. 

Compaq's  partnerships  with  the  brightest  people 
in  the  technology  world  mean  that  we  see  new 
ideas  sooner  and,  as  you  might  expect,  we're  able 
to  incorporate  them  into  vour  business  sooner. 

The  same  goes  for  potential  problems.  We'll  be 
the  first  to  know  and  the  first  to  fix  the  problem. 
Which  means  you'll  be  the  last  to  get  burned. 

To  put  it  bluntly, when  it  comes  to  Distributed 
Access,  partnerships  are  not  considered  smart 
public  relations.  They  are  considered  the  corner- 
stone of  the  way  we  do  business. 

They  keep  us  one  (mavbe  two)  steps  ahead  of 
our  competition. 

And  we  believe  thev  can  do  the  same  for  vou. 


COMPAQ. 


HERE, 


O  BUSINESS 
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Whether  they  be  the  plaster  partitions  of  offices,  the  geographic 

boundaries  of  countries  or  the  invisible  barriers  of  time  zones,  the 

walls  of  business  are  about  to  come  tumbling  down  thanks  to  two 

phenomena  known  as  the  Internet  and  the  Intranet. 

Through  Distributed  Access,  we  intend  to  not  simply  help  this 

happen,  but  to  make  it  happen. 

The  fact  is,  Compaq's  philosophy  —  the  ongoing  establishment 

of  industry  standards  and  development  partnerships  —  perfectly 

mirrors  the  foundation  upon  which  the  Internet  has  been  based. 

,  .  .  ,  ,        The  way  we  see  it,  the  Internet  is  not  just  about 

distributed  J  ' 

reaching  out,  it's  about  reaching  in.  Which  is  why 
we've  entered  into  partnerships  with  the  likes 
of  Microsoft,  Cisco,  BMC  Software  and  Intel  to 
establish  Web-based  enterprise  management  tools. 
Soon,  you  will  be  able  to  manage  complex  networks 
using  any  Web  browser.  In  other  words,  reducing  both  the  complexity 
and  cost  of  systems  management  by  using  Internet  technologies  to 
solve  old  problems  in  new  and  better  ways. 

Over  the  years,  a  lot  of  people  have  talked  about  the  coming  of  the 
information  superhighway.  The  fact  of  the  matter  is,  it's  not  coming, 
it's  here.  It's  called  the  Internet. 

Distributed  Access  can  make  sure  you  and  vour  business  are 
drivers,  not  just  passengers. 


COMPAQ. 

Has   It   Changed   Your   Life  Yet? 

©1996  Compaq  Computer  Corporation  All  rights  rcMTw  d  Compaq  registered  U.S  Patent  ant)  Trademark  Office  Distributed  Access, 
Integration  Management,  Insight  Manager,  SmarlStart  and  Compaq  Counselor  are  registered  trademarks  ol  Compaq  Computer  Corporation 
All  other  brands  anil  product  names  are  trademarks  or  registered  trademarks  o\  their  respective  companies  For  more  information  about 
Distributed  Access,  tall  us  at  1-800  393  SSS  J  or  reach  us  on  the  Web  .ii  wvAv.axnpaq.com  In  Canada,  we  can  be  reached  at  1-800-567-1616. 
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Salem 
revisited 


BY  ROBERT  H.  NELSON 


Robert  H.  Nelson  is  a 
professor  in  the  School 
of  Public  Affairs  at  the 
University  of  Maryland 
and  senior  fellow  of  the 
Competitive  Enterprise 
Institute.  His  latest 
book  is  Public  Lands 
and  Private  Rights. 


When  future  historians  try  to  deal  with  the 
antics  of  today's  environmental  zealots,  they 
will  have  a  neat  parallel:  the  Salem  witch  trials. 
In  our  time,  happily,  no  innocent  human 
beings  have  been  incinerated — but  a  lot  of 
innocent  chemicals  have  been  pursued  at  huge 
and  unnecessary  cost. 

Just  as  the  Salem  women  were  convicted  on 
phony  evidence,  so  were  the  chemicals.  In  a 
report  released  earlier  this  year,  "Carcinogens 
and  Anticarcinogens  in  the  Human  Diet,"  the 
National  Academy  of  Sciences  exposed  the 
grave  flaws  in  the  scientific  basis  for  much  of 
the  federal  government's  environmental  regu- 
latory activity. 

So  far  this  report  has  been  pretty  much 
ignored  in  the  media.  Environmental  advo- 
cates and  their  friends  in  government  and  die 
press  don't  want  to  admit  they  terrified  the 
public  unnecessarily  about  chemical  dangers. 

To  send  witches  to  the  stake  in  Salem  it  was 
first  necessary  to  frighten  the  public.  Using  TV 
and  the  press,  the  proponents  of  excessive  reg- 
ulation created  angst  about  alleged  cancer- 
causing  chemicals.  The  regulatory  agencies 
came  to  depend  on  these  fears  to  justify  their 
own  existence. 

What  the  fearmongers  never  told  us  is  that 
many  naturally  occurring  chemicals  in  ordi- 
nary foods  exhibit  a  greater  cancer-causing 
potential  than  the  synthetic  chemicals,  if  mea- 
sured by  the  same  tests. 

The  National  Academy  report  affirms  that 
substances  that  test  positively  for  "carcino- 
genic" qualities  are  found  in  everyday  foods 
like  beefsteak,  broccoli,  lettuce,  mushrooms 
and  raspberries.  The  natural  chemicals  found 
in  those  foods  are  much  more  numerous  and 
on  average  more  potent  in  their  cancer-caus- 
ing characteristics  than  those  found  in  syn- 
thetic chemicals. 

Don't  let  this  scare  you  into  giving  up 
raspberries.  The  National  Academy  opines 
that  the  exposure  to  the  great  majority  of 
natural  carcinogens  is  at  so  low  a  level  that 
"they  are  unlikely  to  pose  an  appreciable 
cancer  risk." 

It's  a  question  of  quantity.  EPA  regulations 
often  address  risks  estimated  to  be  in  the 
range  of  one  additional  death  per  1  million 
people  over  a  lifetime  of  exposure  to  a  toxic 
substance.  Given  all  the  background  noise,  it 


is  impossible,  in  most  cases,  to  use  data  based 
on  direct  human  experience  to  estimate  such 
small  risks.  So  toxicologists  give  rats,  mice  and 
other  test  animals  extremely  large — near- 
fatal — doses  to  find  out  whether  these  animals 
develop  unusual  rates  of  cancer  incidence. 

Critics  have  long  charged  that  this  approach 
is  highly  misleading  because  the  high  doses 
can  in  themselves  alter  the  animals'  physiology 
and  in  this  way  become  the  actual  cause  of  the 
higher  incidences  of  cancer  sometimes  found. 

More  cancer  is  caused 
by  lack  of  exercise 
than  by  pollution. 


Backing  the  critics,  the  National  Academy 
panel  now  says  that  existing  high -dose  meth- 
ods are  so  unreliable  at  present  that  "quantita- 
tive statements  cannot  be  made  about  cancer 
risks  for  humans  from  specific  dietary  chemi- 
cals, either  naturally  occurring  or  synthetic." 

The  National  Academy  panel  recommends 
shifting  emphasis  from  synthetic  chemicals 
and  refocusing  environmental  testing  and 
research  on  naturally  occurring  carcinogens 
that  are  prevalent  in  the  ordinary  human  diet. 
In  the  September  1996  issue  of  Scientific 
American  three  leading  cancer  researchers 
report  that  only  2%  of  the  cancer  risk  faced  by 
Americans  is  because  of  chemical  pollutants. 
More  cancer  is  caused  by  lack  of  exercise  than 
by  pollution. 

Why  does  a  certain  kind  of  environmentalist 
pick  on  synthetic  chemicals?  The  answer  is 
religion — just  as  it  was  with  witchcraft  in 
Salem  three  centuries  ago. 

In  environmental  religion  innocent  nature 
is  corrupted  by  evil  humans.  Science — read 
Satan — has  given  us  the  power  of  mastery 
over  nature  and  lured  us  with  immense  mate- 
rial wealth.  But  retribution  is  coming  unless 
we  turn  away  from  our  reliance  on  chemicals 
and  other  harmful  artificial  agents. 

When  the  Salem  trials  were  eventually  called 
off,  it  was  because  leading  authorities  finally 
spoke  out  against  the  hysteria,  and  the  courts 
then  refused  any  longer  to  accept  spectral 
evidence.  The  experts  have  spoken.  The 
EPA  is  now  finally  considering  changing  its 
testing  procedures.  Will  the  government  stop 
the  burnings?  M 
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creeps...  Scissors...  No.  2  pencil. 
(Hmm,  wonder  what  would 
appen  if  someone  ran  a  hospital 
like  a  business?) 


// 


Sound  like  an  odd 
idea?  Maybe  a  better 
question  would  be: 
How  does  a  business 
perspective  make  the 
hospital  work  better? 

Well,  for  starters, 
like  many  businesses, 


we're  evaluated  by 
outside  organizations. 
These  evaluations 
help  us  identify  our 
strengths  and  build 
on  them.  And  then 
make  improvements 


to  bring  you  even 
better  medical  care. 

We  also  routinely 
ask  our  patients  for 
their  thoughts.  You 
see,  we  want  people 
to  feel  comfortable 
and  cared  for  here  at 
Columbia,  and  who 
better  to  judge  if  we're 
on  the  right  track? 

Lastly,  we  look  for 
different  ways  to  be 

n 


efficient 
so  we  can 
bring  afford- 
able care  to  you. 
From  embracing  the 
newest  technologies 
to  helping  simplify 
the  admitting  process 
to  reducing  the  time 
you  have  to  wait  in 
the  emergency  room. 
So,  whether  you're 


looking  over  provider- 
options  offered  by 
your  company  health 
plan,  facing  an  emer- 
gency or  looking  for 
a  physician,  be  sure 
to  choose  Columbia. 

To  find  out  more, 
we're  on  the  net  at 
http  ://www  Columbia . 
net  or  give  us  a  call 
at  1-800-COLUMBIA. 


O  COLUMBIA" 

Healthcare  has  never  worked 
like  this  before. 


What's  a  nice  Chicago  bank  like  Northern  Trust 
doing  with  22  branches  in  Florida? 
Just  following  its  snowbird  customers. 


Snowbird  bank 


By  Gary  Samuels 


Northern  Trust's 
Naples,  Fla.  branch 
Coming  soon  to 
the  Northeast? 


A  few  months  ago  a  middle-aged 
man  strolled  off  the  street  into  the 
Northern  Trust  Co.  branch  in  the 
wealthy  Gulf  Coast  retirement  town 
of  Naples,  Fla.  He  chatted  with  the 
manager  for  a  few  minutes,  looked 
the  place  over  and  then  left.  Two 
weeks  later  he  wired  $200  million  to 
a  new  account  at  the  branch.  Drug 
money?  No.  Just  the  proceeds  from 
selling  his  company. 

Isn't  this  a  Chicago  bank?  And 
Northern?  In  sunny  Florida?  In  fact, 
Northern  Trust's  Florida  operation 
now  consists  of  22  branches  and 
$1 .95  billion  in  assets;  it  earns  2.46% 


on  assets  and  32%  on  equity — better 
than  the  returns  generated  by  splen- 
didly managed  Wells  Fargo  (see 
Forbes,  Oct.  21). 

Quietly,  discreetly,  Northern  Trust 
has  grown  to  be  one  of  the  country's 
most  profitable  banks.  Its  1.2%  return 
on  assets  for  the  first  half  of  1996  and 
18.4%  return  on  equity  are  many 
basis  points  superior  to  the  typical  big 
U.S.  bank.  (U.S.  averages:  1.03% 
return  on  assets,  14.6%  on  equity.) 

"We're  not  a  big  retail  bank,"  says 
Chairman  William  Osborn,  49,  who 
joined  Northern's  credit  department 
after  earning  a  bachelor's  degree  from 


Northwestern  University  in  Evans- 
ton,  111.  and  ascended  to  the  top  job 
last  year.  He  continues:  "We're  not  in 
credit  cards;  we're  not  a  big  invest- 
ment banking  operation." 

What  is  it,  then?  "We  have  a  very 
focused  business  strategy  compared 
to  most  financial  institutions," 
Osborn  replies.  It  focuses  on  two 
main  businesses:  personal  and  private 
banking,  and  providing  investment 
services  to  retirement  plans  and  insti- 
tutions. Together  these  two  lines  pro- 
duced $678  million  in  fees  last  year — 
two-thirds  of  Northern's  total 
revenues.  Thus  Northern  is  hardly 
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Our  impeccable 
service  is  fine-tuned 
to  meet  your 
changing  needs. 


Your  Needs.  Your  Airline. 


Japan  Airlines  understands  that  your  needs  are  not  always  the 
same.  When  you  need  to  work,  our  cabin  attendants  will  serve  you 
invisibly  so  as  not  to  disturb  you.  When  you  need  to  relax,  they  are 
ready  with  the  latest  inflight  entertainment  technology.  When  you 
dine,  their  service  is  flawless.  Whatever  your  needs,  they  respond 


with  a  unique  level  of  graciousness  that  is  the  result  of  rigorous 
training  and  inherent  refinement.  This  philosophy  that  your  needs 
come  first  has  made  Japan  Airlines  the  preferred  airline  of  many  of 
the  most  experienced  business  travelers  to  Asia  for  over  40  years. 
Call  1-800-JAL-FONE  for  more  information. 


ATLANTA  •  CHICAGO  •  HONOLULU  •  KONA  •  LOS  ANGELES  •  MEXICO  CITY  •  NEW  YORK  •  SAN  FRANCISCO  •  SAO  PAULO  •  VANCOUVER 


J4L 

Japan  Airlines 

A    WORLD    OF  COMFORT 


INVESTING  IN  ART: 

THE  ART  OF  KNOWING  WHO  KNOWS... 


W.  A.  Bouguereau,  Enfants  Endormis,  Oil  on  canvas,  13  x  22  inches,  ca.  1868 


Serious  collectors  know  about  us.  If  you  are  beginning  to  collect  or  have  an 
existing  collection  you  should  know  about  us  too. 

For  the  past  25  years  we  have  advised  collectors  both  corporate  and  private 
as  well  as  Museums  concerning  the  acquisition  of  highly  important  works  of 
art.  We  specialize  in  three  distinct  areas.  They  are  American  Art  from  1840  to 
1940;  19th  Century  Academic  Story  Telling  paintings,  landscapes,  still  lifes, 
etc.  and  finally  French  Impressionists,  Post  Impressionists  and  early  20th  century 
French  Moderns. 

In  the  area  of  American  art  from  1840  to  1940  our  inventory  includes 
examples  by  Homer,  Sargent,  Hassam,  Frieseke,  Henri,  Prendergast,  O'Keefe, 
Hopper,  Marsh  and  others. 

In  the  area  of  19th  Century  Academic  painting  our  inventory  includes 
examples  by  WA.  Bouguereau,  Frederick  Lord  Leighton,  Lawrence  Alma 
Tadema,  William  Godward,  Jules  Breton,  Corot  and  others. 

Within  the  area  of  highly  important  French,  Post  Impressionist,  and  early  20th 
Century  Post  Moderns  the  inventory  includes  examples  by  Matisse,  Picasso, 
Sisley,  Pissarro,  Renoir,  Monet  and  others. 

Our  strategy  in  the  past  has  been  to  locate  important  works  of  art  from  private 
collections  before  they  reach  the  wider  market  of  public  auction  and  galleries. 

We  are  always  interested  in  buying  important  paintings,  sculptures,  drawings 
and  watercolors  by  those  artists  that  are  part  of  the  historical  time  period  of 
interest  to  us.  If  you  would  like  to  be  on  our  mailing  list  please  let  us  know  by  fax 
or  by  phone.  It  is  important  for  us  to  know  what  areas  of  art  are  of  interest  to  you. 

JOAN  MICH  ELM  AN,  Ltd. 

By  Appointment  Only- 
New  York:  Monday  through  Friday,  Phone:  212.535.4524,  Fax:  212.517.6672 
Chicago:  Monday  through  Friday,  Phone:  312.957.1330,  Fax:  312.427.0463 
5  Cross  Road,  Alford  MA  01230 


dependent  on  getting  by  on  the 
increasingly  skimpy  margins  banks 
earn  on  lending  money. 

The  Northern,  as  it  is  called  in 
upper-income  circles  in  hometown 
Chicago,  lavishes  personal  attention 
on  its  clients.  You  need  $10,000  in 
cash  on  a  Sunday?  Call  your  North- 
ern personal  banker,  and  he  or  she 
will  make  sure  you  have  it,  how  and 
where  you  want  it.  For  such  service 
the  Northern  has  become  the  market 
leader  in  the  highly  fragmented  busi- 
ness of  private  banking  to  the  super- 
rich.  Its  clients  include  136  families 
worth  at  least  $100  million,  includ- 
ing dozens  of  Forbes  Four  Hundred 
members.  "Those  are  our  targets," 
says  Osborn. 

In  the  1970s  the  pension  laws 
changed,  and  new  ERISA  rules  gave 
banks  and  other  pension  account 
managers  greater  leeway  in  how  they 
managed  the  assets.  Northern  made 
a  big  push  for  this  corporate  and 
institutional  pension  money.  Before 
long,  the  bank's  business  was  pretty 
evenly  split  between  traditional  pri- 
vate banking  and  the  newer  "master 
trust"  business,  catering  to  corporate 
pension  and  institutional  clients. 

"Master  trust  is  a  term  that  makes 
people's  eyes  glaze  over,"  admits 
Northern  Executive  Vice  President 
Sheila  Penrose,  who  runs  the  corpo- 
rate and  institutional  business.  "But 
tell  people  that  it  means  taking  care 
of  tiieir  retirement  assets  and  they  pay 
attention."  Total  assets  now  super- 
vised or  managed  by  Penrose's  oper- 
ation: $616  billion,  generating  over 
$300  million  a  year  in  fees. 

"We  have  a  very  focused  busi- 
ness strategy  compared  to 
most  financial  institutions." 

The  booming  stock  market  has 
produced  plenty  of  new  Northern 
customers  and  boosted  the  assets  of 
existing  clients,  all  of  which  creates 
more  fees. 

How  did  this  Windy  City  bank 
come  to  Florida?  Simply  by  following 
its  clients  as  they  sought  to  escape 
frigid  winters.  Starting  in  the  1970s 
it  moved  into  Florida  and  Arizona, 
home-away-from-home  for  many  of 
the  bank's  wealthy  Chicago  cus- 


Forbes  ■  November  4,  1996 


Every  Driver's  Dream. 


Lease  a  Bentley  For 
$1,817  a  Month* 

36  Months  •  24-hour  roadside  assistance 
3 -year  limited  warranty 


For  more  information  and  closest  dealer, 
Call  800-237-6557 


•Offered  to  qualified  lessees  by  Primus  Automotive  Financial  Services,  Inc.  through  participating  Rolls-Royce/Bentley  dealers.  Subject  to  availabil- 
ity. Price  based  on  36-month  closed-end  lease  for  a  1997  Bentley  Brooklands  sedan  excluding  optional  equipment  and  special  features  ($149,900 
MSRP),  less  7%  required  dealer  contribution,  which  could  affect  final  negotiated  transaction.  Requires  $14,990  down  payment,  $1,900  security 
deposit  and  first  monthly  lease  payment  at  lease  inception  for  a  total  of  $18,707  due  at  signing.  Total  of  monthly  payments:  $65,408.  Lessee 
responsible  for  license,  registration,  title,  taxes,  insurance  and  maintenance.  Option  to  purchase  at  end  of  lease  for  $80,946.  If  vehicle  is  not  pur- 
chased, lessee  is  responsible  for  excess  mileage  charge  of  $.50  per  mile  over  30,000  miles  and  for  damage  and  excess  wear.  Must  take  delivery  by 
October  31,  1996.  May  not  be  combined  with  luxury  tax  reimbursement  program  or  any  other  incentives.  Other  conditions  and  fees  may  apply: 
see  your  dealer  for  details.  ©  Rolls-Royce  Motor  Cars  Inc.,  1996.  The  names  "Rolls-Royce,"  "Bentley"  and  "Bentley  Brooklands"  and  the  badge 
and  radiator  grille  are  registered  trademarks. 


Northern's 
chairman, 
William  Osborn 
Is  Northern  a 
takeover  target? 
Yes,  but  only  for  a 
stiff  price. 


Executive  Vice 
President 
Sheila  Penrose 
"Master  trust  is  a 
term  that  makes 
people's  eyes 
glaze  over,"  she 
says.  But  her  trust 
operations  gener- 
ate over  $300  mil- 
lion a  year  in  fees. 


tomers.  In  the  late  1980s  the  bank 
rolled  into  Texas  and  California, 
where  it  started  trust  operations, 
acquired  banks  and  set  up  branches 
downtown  in  Dallas  and  Los  Angeles 
and  in  wealthy  suburbs  like  Park 
Cities  and  Newport  Beach. 

Now  Northern  plans  to  try  its  luck 
in  the  Northeast  in  pursuit  of  The 
Forbes  Four  Hundred  crowd.  Eyeing 
the  deep  pockets  of  old  and  new 
wealth  in  New  York,  Pennsylvania  and 
Massachusetts,  Osborn  says:  "That 
[the  Northeast]  is  obviously  an  area 
we'd  like  to  get  in  at  some  point." 

In  the  pension  management  busi- 
ness, the  Northern  started  as  a 
trustee,  taking  custody  of  securities 
and  tracking  the  managers'  perfor- 
mance. In  the  1980s,  when  money 
managers  started  pouring  money  into 
overseas  markets,  Northern  followed 
the  money  by  setting  up  a  network  of 
subcustodians  in  foreign  financial 
capitals  to  hold  securities  and  settle 
trades.  It  even  built  its  own  foreign 
exchange  trading  operation. 

Today  this  midwestern  institution 
settles  securities  trades  in  67  countries 
and  actively  trades  40  currencies 
through  its  facilities  in  Chicago, 
London,  Hong  Kong  and  Singapore, 
providing  around-the-clock  trading. 

Asked  to  name  a  typical  customer 
of  Northern  Trust's  pension  manage- 
ment services,  Osborn  thinks  for  a 
moment  and  mentions  Goodyear 
Tire  &  Rubber.  Over  the  past  five 
years  Goodyear  has  doubled  its  allo- 
cation of  retirement  assets  to  interna- 
tional markets,  to  20%.  With  com- 
bined pension  and  thrift  assets  of 
$3.7  billion  and  45,000  participants, 
Goodyear  relies  on  Northern  to  safe- 
guard its  securities  and  report  on  the 
performance  of  its  investments 
around  the  world.  Northern  handles 
Goodyear's  retirement  accounting 
and  record-keeping  and  even  fields 
questions  on  its  thrift  plan  from 
Goodyear  employees  and  retirees.  For 
this  high  level  of  service,  the  bank 
charges  a  few  basis  points  on  total 
assets. 

Supplying  all  this  information  to  its 
private  and  corporate  clients  is  an 
expensive  undertaking.  Over  the  past 
three  years  Northern  has  spent  $350 
million  to  develop  proprietary  infor- 
mation technology.  Earlier  this  year  it 
unveiled  its  Passport  on-line  system, 
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Retirement 


11  millioi 

We  have  acquired  such  diversity  of 


experience  that  we  are  confident 
in  the  commitments  we  make. 


Our  clients,  each  with  different  retirement 
objectives,  live  in  23  countries  on  4 
continents.  The  experience  of  meeting  this 
broad  range  of  needs  helps  us  devise 
more  innovative,  thoughtful  solutions.  For 
example.  The  Equitable  -  AXAs  U.S.  member  - 
is  leading  the  way  in  developing  new 
products  and  financial  planning  services  for 
an  entire  generation  of  "baby-boomers".  Our 
dedication  to  customers  is  why  AXA  has 
rapidly  become  one  of  the  worlds  ten  largest 
insurance  groups.  So  we  are  not  speaking 
lightly  when  we  say 


Go  ahead 


INSURANCE  &  INVESTMENT 


WITH  OUR  U.S.  MEMBER, 


or  Once,  The 
Easy  Answer  Is  Also 
The  Best  Solution. 


Employees  need 
straightforward  infor- 
mation about  their  401  (k) 
plan  and  their  investment 
options.  Employers  need  a 
plan  that  doesn't  add  hours 
of  administrative  duties  to 
their  day.  The  answer  is  the 
401  (k)  Century  Plan®  from 
T.  Rowe  Price. 

Effective  employee  commu- 
nications. Informational 
videos  and  easy-to-understand 
print  materials  provide  educa- 
tion and  support  for  your 
employees.  Quarterly  state- 
ments keep  them  informed 
and  up-to-date  about  their 
investment  choices.  And,  of 
course,  access  to  retirement 
plan  specialists  is  just  a  toll- 
free  phone  call  away. 

Time-saving  software  and 
support.  Whether  you're  setting 
up  a  new  plan  or  converting 
from  an  existing  one,  you'll 


always  know 
whom  to  call  for  answers.  We'll 
help  get  you  up  and  running 
and  provide  PC -based  software 
to  streamline  Century  Plan 
administration. 

100%  no-load  mutual  funds. 

T.  Rowe  Price  is  one  of 
America's  leading  mutual 
fund  managers  and  offers 
more  than  45  funds. 

Like  everything  else  about 
the  T.  Rowe  Price  Century 
Plan,  learning  more  is  a  snap. 
Simply  call  1-800-831-1373 
today  for  our  free  kit  and  a 
prospectus. 

For  more  information  about  T.  Rowe  Price  MutuaJ 
Funds,  including  charges  and  expenses,  read  the 
prospectus  carefully  before  investing. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 

CENCB2698 


For  a  free  kit  and 
prospectus,  call  today 

1-800-831-1373 


Invest  With  Confidence -\ 

T.RoweRice 


which  gives  clients  up-to-the-minute 
performance  figures  for  each  of  their 
portfolios,  whether  managed  by  the 
Northern  or  by  an  outside  money 
manager. 

Passport  also  lets  the  client  moni- 
tor the  money  managers'  compliance 
with  predetermined  rules.  Example: 
If  you've  told  your  money  managers 
to  be  fully  invested,  but  only  in  stocks 
selling  for  less  than  12  times  trailing 
earnings  and  yielding  at  least  2.5%, 
you  can  program  Passport  to  tip  you 
off  whenever  a  portfolio  is  not  meet- 
ing your  specifications. 

Northern  plans  to  pursue 
The  Forbes  Four  Hundred 
crowd  into  the  Northeast. 


Northern  perennially  is  rumored  to 
be  a  takeover  target.  Partly  this  is 
because  so  many  of  its  neighbors  on 
Chicago's  LaSalle  Street  have  been 
picked  off  in  the  last  three  or  four 
years:  Continental  Bank  by  Bank  of 
America;  LaSalle  National  Bank  by 
Holland's  abn  AMRO;  First  Chicago 
by  Detroit's  nbd.  Also,  the  equity 
holding  of  Northern  Trust's  found- 
ing Smith  family  has  dwindled  to 
about  14%  (worth  $517  million) 
from  27%  just  five  years  ago. 

"Are  they  a  takeover  target?"  asks 
Chicago  Corp.'s  James  Schutz. 
"Absolutely." 

But,  Schutz  quickly  adds,  any 
acquirer  would  have  to  pay  a  stiff 
price  for  this  gem.  Wall  Street  already 
values  Northern's  over-the-counter 
shares,  recently  67  apiece,  at  signifi- 
cantly higher  multiples  of  earnings 
(16.5  times)  and  book  value  (2.7 
times)  than  soundly  managed  local 
banks  like  First  Chicago  nbd,  whose 
p/e  is  13  and  whose  market-to-book- 
value  ratio  is  1.6.  Any  serious  bidding 
would  have  to  start  at  a  substantial 
premium  to  the  existing  premium. 

If  no  such  free-handed  bidder 
comes  along?  Bill  Osborn  sees  no 
reason  to  sell  out.  "We're  in  growth 
markets  because  of  the  aging  of  the 
baby  boomers  and  the  requirements 
we  see  worldwide  for  the  kind  of 
information  we  provide  on  the  cus- 
tody side,"  he  says.  "We  don't  see 
that  growth  slowing  over  the  near 
term,  either."  WM 
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TWO  IMAGES  RECOGNIZED 
THROUGHOUT  THE  WORLD  AS 
MANUFACTURING  WONDERS 


QAD 


QAD  is  a  leading  developer  and  global  supplier  of  integrated  business  software  and 
services  for  the  manufacturing  industry.  QAD's  time-to-benefit  methodology 
makes  its  MFG/PRO  software  fast  to  implement  and  easy  to  use  and  maintain.  With 
implementations  in  more  than  70  countries,  and  software  available  in  24  languages 
concurrently,  QAD  gives  you  the  tools  necessary  to  gain  a  distinct  competitive  advantage. 

And  as  for  Stonehenge...  it  is  beyond  explanation. 


QAD  Global  Marketing,  6450  Via  Real,  Carpinteria,  California  USA  93013  Partnering  to  provide  complete 

Telephone  +1  805  565  9404  http://www.qad.com  enterprise  network  computing  solutions. 


And  They  Thought  You'd 
Have  Nothing  in  Common 


Objection  —  Overuled 
Motion  —  Denied 


Recess  —  Macanudo 


Opposites  may  attract,  but  it's  the 
cigars  that  connect.  To  be  shared  like 
wit.  To  be  savored  like  wisdom. 
Because  true  cigar  taste  begins  with 
leaves  that  are  aged  twice,  just  the 
way  the  Cubans  used  to  do  it.  And 
the  result  is  a  meeting  of  the  minds. 
Whether  you  sit  on  the  bench  or 
stand  up  to  it. 


It's  hard  to  disagree  on  true  cigar  taste. 

MACANUDO. 


For  Cigar  News  and  Features,  visit  http://cigarworld.com  on  the  Internet 
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Management 
by  belly  button 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an 
economist  and  chair- 
man of  Rutledge  &  Co., 
a  merchant  bank  in 
Greenwich,  Conn. 
rutledgeco@aol.com 


As  every  director  knows,  synergy  is  the 
magic  dust  that  makes  one  plus  one  equal 
three.  In  practice,  synergy  is  all  too  often 
defined  in  terms  of  unspecified  cost  savings 
that  managers  add  to  business  projections  to 
get  the  return  numbers  high  enough  so  their 
board  will  approve  an  acquisition.  In  my  expe- 
rience, this  is  one  of  the  principal  reasons  so 
many  acquisitions  end  up  producing  disap- 
pointing results. 

After  sitting  through  my  share  of  board 
meetings  playing  "wonder  where  the  savings 
went,"  I  don't  want  to  make  this  mistake 
again.  So  when  we  decided  to  combine  two 
companies  a  few  months  ago,  we  wanted  a 
state-of-the-art  tool  to  help  us  get  it  right. 
After  careful  review  we  rejected  such  pseudo- 
scientific  mumbo  jumbo  as  TQM,  EVA  and 
MBO.  My  partner,  Jerry  St.  Dennis,  introduced 
me  to  MBB — Management  by  Belly  Button. 
Here  is  how  it  works. 

The  belly  button  is  the  person  whose  belly 
you  point  your  finger  at  when  you  want  to 
know  how  the  work  is  proceeding,  i.e.,  the 
person  who  will  actually  be  accountable  for 
each  step  in  a  consolidation.  If  managers 
expect  to  save  $2  million  per  year  by  getting 
rid  of  excess  real  estate,  for  example,  the  belly 
button  is  the  person  who  will  read  the  lease 
documents  to  understand  sublet  provisions, 
termination  costs  and  other  value  points.  By 
placing  a  manager's  initials  next  to  each  line 
item  in  the  work  plan,  you  have  assurance  that 
the  savings  aren't  mythical. 

The  belly  button  is  the  person  whose 
belly  you  point  your  finger  at  when 
you  want  to  know  how  the  work  is 
proceeding. 


The  belly  button  is  not  a  scapegoat — a 
person  to  blame  later  when  things  go  wrong. 
He  or  she  is  the  person  who  makes  sure  that 
things  go  right.  The  work  of  planning  and 
executing  a  merger  should  be  done  by  the 
same  operating  managers  who  will  be  respon- 
sible for  executing  the  work  once  the  deal  has 
closed.  It  should  not  be  done  by  planners  or 
financial  analysts.  Only  operating  managers 
are  capable  of  making  the  right  judgments. 


I  like  the  acquisition  team — the  top  operat- 
ing managers  and  supporting  staff — to  meet 
every  day  for  10  to  15  minutes  to  review  our 
progress.  Each  day  they  review  and  add  to  the 
punch  list  of  projects  and  track  progress  on  the 
day's  deadlines.  The  team  needs  a  "war  room" 
near,  but  not  in,  the  chief  executive's  office.  It 
should  not  be  used  for  other  purposes  for  the 
duration  of  the  effort.  And  it  needs  a  full-time 
chief  belly  button  to  act  as  keeper  of  the  punch 
list,  coordinator  of  the  schedules,  manager  of 
the  files  and  scribe  at  all  meetings. 

This  chief  belly  button  is  the  hub  of  the 
team's  information  system.  He  or  she  must  be 
able  to  work  with  senior  managers,  must  be 
finance,  accounting  and  spreadsheet  literate 
and  must  know  when  to  ask  for  help.  (We  are 
fortunate  enough  to  have  two  such  people 
and,  no,  you  can't  have  them.) 

The  main  problem,  of  course,  is  that  the 
operating  managers  have  full-time  jobs  and 
have  to  run  their  business  while  they  work  on 
the  acquisition.  The  last  thing  you  want  is  to 
commit  shootus  footus  by  neglecting  your 
current  business  in  order  to  buy  a  new  one. 
And  since  the  acquiring  company  is  likely  to 
be  more  lean  at  the  top  than  the  one  you  are 
buying,  you  are  not  likely  to  find  many  people 
with  idle  hands  lounging  around  headquarters 
waiting  for  an  assignment. 

We  try  to  attack  this  problem  in  three  ways. 
We  work  with  the  acquisition  team  to  break 
down  the  work  steps  into  weekly  increments 
during  the  6-to-  12-month  transition  to  a  new 
stable  operating  structure.  That  keeps  us  from 
scheduling  the  chief  operating  officer  to  be  in 
three  places  at  once  and  keeps  us  from  sched- 
uling customer  deliveries  from  a  plant  before 
we  have  opened  it. 

We  encourage  the  senior  managers  to  dele- 
gate where  possible,  and  we  use  trusted  out- 
side advisers — accountants,  lawyers,  appraisers, 
real  estate  consultants,  computer  systems  ana- 
lysts— where  it  counts  most,  to  free  up  our 
senior  people's  time.  Overloading  senior  man- 
agers is  the  surest  way  to  botch  an  acquisition. 

In  sports,  it  ain't  over  'til  it's  over.  In 
buying  businesses,  it  isn't  over  when  it's  over. 
The  day  the  transaction  closes  is  the  day  the 
real  work  of  stitching  two  companies  together 
starts.  There  is  nothing  quite  so  exhilarating 
in  business  as  a  well-executed  acquisition.  The 
secret  is  to  keep  your  eye  on  the  belly  button 
at  all  times.  H 
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S7  NEVER  FOUND  THE  COMPANION  THAT  WAS  SO  COMPANIONABLE  AS  SOLITUDE.  -TL 


T  A  H  O  E 
LIKE  A  ROCK 


WITH  DESKTOP  SYSTEMS  THAT  PUT  OUT 
THEIR  OWN  FIRES,  YOU  DON'T  HAVE  TO  COME  TO  WORK 
WEARING  THE  SAME  OLD  SUIT  EVERYDAY. 


The  next  time  there's  a  five-alarm  fire  at  the  office,  sit 
back  and  relax.  With  the  new  PowerMate"  Series  from  NEC, 
you  can  manage  the  entire  network  without  leaving  your  desk. 
The  fact  is,  exclusive  NEC  MagicEye technology 
monitors  the  function  and  operation  of  each 
PowerMate  system,  including  its  hard  drive  activity, 
temperature  and  voltage.  It'll  even  alert  you 
if  a  computer  is  tampered  with.  If  a  problem 
is  detected,  Intel's  LANDesk'  Client  Manager 
3.0  lets  you  remotely  access  the  system  for 
efficient, centralized  management.  What's  more, 
Gybermedia's  FirstAid  95  Deluxe  automatically 
fixes  configuration  errors  and,  along  with  McAfee's  anti-virus 
software,  protects  your  valuable  data. 

Alone,  the  PowerMate  desktop  computer  can  be  anything 
from  a  general  office  PC  to  a  powerful  corporate  workstation. 
Linked  together,  they're  a  sophisticated  network  that  you 
can  remotely  manage. 

Granted,  you  may  still  have  to  put  out  an  occasional 
fire.  But  at  least  now  you  can  do  it  in  everyday  business 
attire.  For  more  information,  call  1-800-NEC-INFO,  or  visit 
us  on  the  web  at  http://www.nec.com. 

SEE,  HEAR  AND  FEEL  THE  DIFFERENCE:' 


©1996  Packard  Bell  NEC,  Inc.  NEC  and  PowerMate  are  registered  trademarks  ot  NEC  Corporation  used  under  license  by  Packard  Bell  NEC,  Inc.  See.  Hear  and  Feel  the  Difference  is  a  registered  trademark  of  NEC  Technologies,  Inc  The  Intel 
Inside  Logo,  LANDesk  and  Pentium  are  registered  trademarks  and  the  Pentium  Processor  Logo  is  a  trademark  ol  Intel  Corporation.  Product  specifications  listed  are  not  necessanty  reflective  ol  PowerMate  models  available  Key  #21324 


Finally,  some  good  news.  Are  you  listening, 
Bill  Lerach?  Selling  lox  may  not  be  as  lucrative 
as  law,  but  it  may  win  you  more  respect. 

Make  lox, 
not  law 


By  Lisa  Gubernick  and  Joshua  Levine 

Margaret  Smith  dreamed  of  a  law 
career  since  her  youth  as  a  self- 
described  "child  of  the  Sixties"  grow- 
ing up  in  Toledo,  Ohio.  "I  wanted  to 
change  the  world,  and  I  thought  that 
all  lawyers  wanted  to  do  that — to 
bring  justice." 

Reality  soon  vanquished  naivete. 
One  day  Smith  found  herself  repre- 
senting an  auto  dealership  being  sued 
by  its  landlord  for  polluting  his  prop- 
erty. The  case  dragged  on  for  3/4 


years,  with  endless  motions,  cross- 
motions  and  depositions.  In  the  end, 
nine  lawyers — each  billing  $150  an 
hour — were  involved.  "Every  time  we 
took  a  deposition,  it  cost  $10,000," 
she  says.  The  landlord  eventually 
"won"  a  small  settlement,  but  lost 
money  when  all  his  legal  bills  were 
paid. 
Justice? 

"The  only  people  who  really  won 
were  the  lawyers,"  Smith  realized. 


Woodsmoke  Provisions'  Mitcheli  Gallant 
Instead  of  hearing  lawyer  jokes,  he  gets  raves  for  his  smoked  salmon. 


Finally  fed  up,  and  disillusioned 
about  her  chances  of  improving  soci- 
ety, Smith  put  away  her  law  books 
and  last  February  used  her  savings  to 
buy  Domus,  a  San  Francisco  Bay  area 
gift  and  housewares  shop  with  rev- 
enues of  $5  million.  No  longer 
expecting  to  change  the  world,  she 
finds  modest  contentment  helping 
people  improve  home  decor.  "We 
lawyers  have  lost  so  much  respect, 
and  we've  done  it  to  ourselves," 
Smith,  now  51,  concludes. 

By  2000  the  U.S.  will  be  home  to 
1  million  lawyers,  by  far  the  most  per 
capita  in  the  world.  But  while  their 
ranks  are  still  growing,  so  are  the 
ranks  of  dropouts  from  legal  practice. 
Overall  national  figures  are  hard  to 
come  by,  but  there's  plenty  of  anec- 
dotal evidence  and  some  interesting 
numbers  state  by  state. 

In  California,  which  has  more 
lawyers  than  any  other  state,  18%  of 
the  145,000  lawyers  registered  with 
the  California  Bar  Association  were 
listed  as  inactive  in  1994,  the  latest 
year  for  which  figures  are  available. 
That's  up  from  12%  of  the  95,000 
lawyers  registered  10  years  earlier. 

In  Massachusetts  the  number  of 
attorneys  paying  the  annual  state 
licensing  fee  has  dropped  to  38,355 
this  year  from  39,612  three  years 
ago. 

But  even  those  numbers  don't  tell 
the  whole  story.  According  to  the 
National  Association  for  Law  Place- 
ment, the  number  of  law  school 
graduates  taking  nonlegal  jobs  has 
almost  doubled  in  the  last  six  years — 
from  6%  to  11%.  And  for  every 
lawyer  voting  with  his  feet,  several 
others  are  looking  on  enviously  and 
polishing  up  resumes. 

Of  course  some  of  this  reflects  a 
modest  trend  for  people  to  use  legal 
training  as  a  preparation  for  nonlegal 
jobs  or  for  practicing  lawyers  to  win 
promotion  to  nonlegal  jobs  (Forbes, 
Nov.  6,  1995).  But  a  far  larger 
number  of  the  legal  dropouts  have 
become  disenchanted  with  the  law. 

"There's  a  feeling  of  disillusion- 
ment," says  Hillary  Mantis,  director 
of  the  career  planning  center  at  Ford- 
ham  University  School  of  Law  and 
author  of  the  forthcoming  Guide  to 
Alternative  Legal  Careers  (Random 
House).  "We're  talking  long  hours, 
money  that  isn't  as  good  as  it  used  to 
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be.  A  lot  of  people  feel  they  simply 
aren't  getting  enough  in  return." 

Mark  Byers,  director  of  student  life 
counseling  at  Harvard  Law  School, 
figures  that  anywhere  from  20%  to 
30%  of  active  lawyers  are  seriously 
considering  another  career. 

Those  numbers  may  well  climb.  In 
a  1992  poll  by  California  Lawyer 
magazine,  36%  of  the  respondents 
said  they  w  ere  fed  up  with  their  jobs, 
and  70%  said  that  if  they  had  a 
promising  opportunity  in  another 
business,  they  would  take  it. 

Would  you  advise  your  children  to 
become  lawyers?  the  poll  asked. 
Almost  three-quarters  said  no. 

"The  degree  of  career  unrest  is 
becoming  epidemic,"  says  Douglas 
Richardson,  an  ex-lawyer  whose  Bala- 
Cynwyd,  Pa. -based  firm,  Richardson 

"The  degree  of  career 
unrest  is  becoming 
epidemic.  The  barriers 
to  success  look  a  lot  scarier 
than  the  upside  potential." 


&  Co.,  counsels  lawyers  on  career 
changing.  "The  barriers  to  success 
look  a  lot  scarier  than  the  upside 
potential,"  he  says. 

Barriers?  It  used  to  take  eight  years 
on  average  for  an  associate  to  make 
partner.  Today  it's  ten— if  the  associ- 
ate makes  partner  at  all.  For  those 
who  try  to  stick  it  out,  the  work  is 
grinding  and  unrelenting,  full  of  all- 
nighters  and  weekends  away  from 
families.  A  typical  associate  these  days 
is  expected  to  bill  well  over  2,000 
hours  a  year,  about  20%  more  than 
just  six  years  ago.  The  hell  with  it, 
young  associates  increasingly  say. 

Cliff  Chenfeld,  36,  and  Craig 
Balsam,  35,  saw  their  futures  in  their 
bosses'  faces.  In  1989  they  were  both 
fourth-year  associates  in  big  New 
York  law  firms — Sullivan  &  Cromwell 
and  Robinson  Silverman  respective- 
ly— pulling  in  $100,000  apiece.  Part- 
nership was  probably  no  more  than 
three  or  four  years  away. 

But  both  men  were  restless — and 
felt  trapped.  "The  senior  partners 
were  nice  guys,  but  they  all  seemed 
so  unhappy,"  says  Balsam.  "And  they 
couldn't  really  do  anything  about  it, 
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Dick's  Drive-Ins'  James  Spady 

He'd  rather  talk  milkshakes  than  torts. 


Margaret  Smith's  $5  million  gift  shop 
"We  lawyers  have  lost  so  much  respect.  And  we've  done  it  to  ourselves." 


they  had  families,  kids,  tuitions  to 
pay.  My  wife  was  about  to  have  a 
baby,  and  I  realized  if  I  didn't  do 
something  soon  I  was  never  going  to 
be  able  to  get  out." 

His  college  chum  Chenfeld 
remembers:  "I'm  here  sweating  on 
some  takeover  until  three  o'clock  in 
the  morning — and  for  what?" 

Chenfeld  and  Balsam  brain- 
stormed.  They  both  loved  rock  'n' 
roll.  "We  figured  Seventies  music  was 
due  for  a  comeback,"  says  Balsam. 
With  only  about  $25,000  in  savings 
apiece  they  couldn't  launch  a  full- 
blown record  label.  What  they  could 
do  was  package  a  bunch  of  retread 
Seventies  hits  by  original  performers 
and  sell  it  via  TV  ads.  After  writing 
dozens  of  letters,  they  struck  a  deal 
with  Sony  to  handle  packaging.  The 
two  ex-lawyers  did  the  marketing. 

They  christened  their  company 
Razor  &  Tie — for  what  they  kissed 
good-bye  when  they  left  the  legal 
profession.  Now  tieless  if  not  beard- 
ed, they  targeted  the  30-and-under 
crowd  with  a  TV  promotion  tape  fea- 
turing a  guy  in  platform  heels  hawk- 
ing memberships  in  "The  Seventies 
Preservation  Society."  For  $19,  you 
get  a  membership  and  a  CD.  Just  call 
an  800  number. 

Happy  ending:  Last  year  the  two 
ex-lawvers  sold  more  than  700,000 
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Razor  &  Tie's  Craig  Balsam  (left)  and  Cliff  Chenfeld 

They  saw  their  futures  in  their  bosses'  unhappy  faces. 


CDs  through  their  mail  order  division, 
grossing  over  $19  million.  They  are 
having  a  ball. 

Law  was  once  a  respected  profes- 
sion. That  was  some  compensation 
for  the  hard  work  and  long  hours. 
No  longer.  The  antics  and  outra- 
geous lawsuits  launched  and  some- 
times won  by  trial  lawyers,  and  their 
corrupting  influence  on  public  life, 
have  driven  public  regard  for  lawyers 
to  new  depths. 

"Today  you  walk  into  a  cocktail 
party  and  all  you  hear  are  lawyer 
jokes,"  says  Charles  Maddock,  a  prin- 
cipal at  Philadelphia-based  Altman 
Weil  Pensa,  which  offers  management 
consulting  to  law  firms. 

That's  one  reason  Mitchell  Gallant 
threw  over  the  law  for  the  lox.  He 
did  due  diligence  work  for  the  high- 
powered  New  York  law  firm  of 
Squadron  &  Ellenoff,  but  after  too 
many  days  and  nights  of  poring  over 
prospectuses  from  dawn  'til  dawn, 
Gallant  quit  in  1990. 


After  clearing  his  head  traveling 
through  Asia  for  a  year,  Gallant 
landed  back  in  his  hometown  of 
Atlanta,  doing  free  legal  work  for 
Woodsmoke  Provisions,  a  smoked 
fish  business  run  by  two  local  chefs. 
The  work  got  Gallant  all  the  smoked 
salmon  he  could  serve  at  his  wed- 
ding. Instead  of  getting  a  bellyful  of 
lawyer  jokes,  Gallant  got  raves  for  his 
lox.  Now  here  was  a  career. 

Gallant  signed  on  as  the  business 
manager  and  took  Woodsmoke  from 
75  pounds  a  week  to  close  to 
6,000 — supplying  customers  like 
United  Airlines.  The  business  should 
gross  $1.2  million  this  year.  Gallant 
makes  less  than  $50,000  a  year  in 
salary,  half  of  what  he  used  to  make 
doing  paperwork  on  mergers.  But, 
hey,  a  good  lox  has  a  value  you  can't 
measure  in  money. 

James  Spady  says  he  feels  a  new 
sense  of  personal  acceptance  in  his 
community  since  quitting  his  Seattle 
law  practice  five  years  ago.  He  now 
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runs  Dick's  Drive-ins,  his  family's 
chain  of  five  restaurants.  "When  I  tell 
people  I  own  Dick's,  they  don't  tell 
lawyer  jokes.  They  want  to  talk  milk- 
shakes," he  says. 

Michael  Grossman  figures  leaving 
the  law  saved  his  life.  Grossman,  who 
had  worked  in  the  legal  departments 
at  NBC  and  Columbia  Pictures  Televi- 
sion, found  himself  in  the  emergency 
room  at  Beverly  Hills  Hospital  with 
severe  chest  pains  after  a  day  spent  in 
a  heated  court  argument. 

Today  Grossman  runs  a  small  com- 
pany manufacturing  $250  graphite 
fishing  rods  to  catch  calico  bass.  A 
living?  It  doesn't  pay  the  rent.  Fortu- 
nately, his  wife's  income  does — and 
she  no  longer  need  worry  about 
being  an  early  widow. 

"When  I  was  a  •  lawyer,  I  got 
involved  with  some  truly  despicable 
people,"  says  Grossman.  "I  pursued 
the  power  and  the  big  bucks,  but 
today  I  can  truly  say  I'm  happier  than 
I  ever  was." 

Do  all  the  retreaded  lawyers  regret 
their  long  hours  spent  poring  over 
books  and  haggling?  No.  The  law 
teaches  you  to  negotiate,  to  think  dis- 
passionately and  how  to  use  scare  tac- 
tics, says  lawyer-turned-restaurateur 
Henry  Hershkowitz. 

After  spending  two  years  at 
Hughes,  Hubbard  &  Reed,  he 
opened  the  Screening  Room,  a  Man- 
hattan cinema  and  restaurant."  You 
put  'Esq.'  at  the  end  of  your  name 
and  people  don't  want  to  mess  with 
you,"  Hershkowitz  says. 

So,  no,  the  law  schools  won't  have 
to  close  for  lack  of  future  students. 
Kenneth  Dueker,  28,  is  about  to 
graduate  from  Harvard  Law  School. 
But  Dueker  doesn't  plan  on  practic- 
ing law.  He  wants  to  get  into  high 
tech.  "I  thought  a  J.D.  degree  would 
add  more  value  than  an  M.B.A.,  par- 
ticularly in  a  business  where  intellec- 
tual property  is  key,"  says  Dueker.  "I 
have  friends  in  high  tech  who  have 
lost  a  significant  amount  of  money 
because  they  were  chatting  and  they 
didn't  know  what  a  trade  secret  is." 

Dueker  is  president  of  the  Har- 
vard Association  for  Law  &  Busi- 
ness, a  gathering  place  for  students 
looking  for  careers  outside  the  legal 
profession.  Four  years  ago  the  orga- 
nization didn't  exist.  Now  it  has  220 
members.  ■ 
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the  smallest  high  resolution  TV-cameras  and  the  finest  accessories  to 
help  you  get  the  evidence  you  need.  All  our  low-light  cameras  employ 
a  1/2"  Sony  CCD  chip  with  300.000  pixels,  500  (H)  lines  of 
resolution,  5mm  auto-iris  lens,  0.015  lux  low-light  sensitivity,  and 
are  perfect  for  all  no-light  infrared  applications.  Our  40  day  (960 
hours)  Time-Lapse  Recorder  provides  you  with  visual  proof  on 
video-tape.  Stop  your  profits  from  walking  out  the  door. 
Visit  our  showroom  or  write  or  call  for  a  free  catalog  today. 
■^Micro-Miniature  TV-Cameras  *Mini  TV-Cameras  *  Pinhole  Lens 
TV-Cameras  *Color  TV-Cameras  *Dome  TV-Cameras  ★Smoke 
Detector  TV-Cameras  *Clock  TV-Cameras  ^Picture  TV-Cameras 
★Mirror  TV-Cameras*PIR  Movement  Detector  TV-Cameras*lnfrared  TV-Cameras*Waterproof  TV-Cameras 
*960  Hour  Time-Lapse  Recorders  *Quad  Compressors  -^Multiplexers  -^Monitors  ^Camera  Switchers 

★Pan-Tilts  *Phone-Line  Video  Transmission  and  Reception  Systems 

AW  CCTV  Corp. 

60  East  42nd  Street,  Suite  401,  New  York,  N.Y.  10165 
Tel.  (2121-983-1820  Fax  (2121-983-1654 


800-396  -  CCTV 


Welcome  to  Stage  3.  A  new  line  of  Kenwood  home 
products  designed  to  do  nothing  less  than  simplify  the 
way  people  interact  with  their  technology.  The  first 
product  is  the  Stage  3  Home  Theater  Controller  (KC-Z1). 
A  Dolby*  Digital  (AC-3)  audio/video  controller  that 
integrates  and  controls  up  to  ten  other  audio  and 
video  components.  It  also  includes  THX®  Cinema  and  six 


channels  of  output  for 


surround  sound.  But  the 


heart  of  Stage  3  is  the 


portable  TouchPanel. 


This  intuitive  graphic 


interface  lets  you  oper- 


A  few  years  ago  they  were  ready  to  pull 
a  sheet  over  the  American  Stock  Exchange. 
The  rumors  were  very  much  premature. 

The  curb 
comes  back 


By  Gretchen  Morgenson 

Left  for  dead.  That's  where  the 
American  Stock  Exchange  was  just  a 
few  years  ago.  No  longer  the 
required  preparatory  school  for 
companies  looking  to  list  on  the 
NYSE  someday,  the  Amex  in  the  late 
1980s  was  losing  equity  market 
share    yearly    to    rival  Nasdaq. 


Although  the  number  of  companies 
whose  stocks  traded  on  the  Nasdaq 
National  Market  went  from  2,576  in 
1990  to  4,023  last  year,  Amex  stocks 
during  the  same  period  fell  from 
1,063  to  936.  And  while  share 
volume  on  the  Amex  has  grown  an 
average  9%  since  1990,  Nasdaq  has 


shown  25%  annual  growth. 

There  was  only  one  bright  spot  at 
the  Amex:  its  enormous  options  and 
derivatives  trading  business.  It  has 
28%  of  the  market  in  stock-option 
trading  today. 

Nevertheless,  Nasdaq  was  where 
more  and  more  companies  wanted  to 
list  their  stocks.  In  spite  of  its  woeful 
performance  as  a  market  in  the  1987 
crash,  and  its  egregiously  higher  trad- 
ing costs,  Nasdaq  was  hot.  Even 
companies  that  were  able  to  meet  the 
NYSE's  more  stringent  listing  require- 
ments— market  capitalization  of  at 
least  $40  million  and  net  income  of 
at  least  $6.5  million  total  over  the  last 
three  years— didn't  bother  to  switch. 
Why  move  from  a  lively  spot  to  a 
backwater? 

Then  came  the  Justice  Depart- 
ment's and  Securities  &  Exchange 
Commission's  investigations  into 


Richard  Syron, 
chairman  of  the 
American  Stock 
Exchange 

The  Amex  knows 
it  has  to  try 
harder. 

"There  is  nothing 
automatic  about 
coming  here." 
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For  a  brochure  write  to:  Raymond  Weil,  Dept  AD.  587  Fifth  Avenue.  New  York.  N.Y.  10017 
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RAYMOND  WEIL 


GENEVE 


18  k  Gold  Plated  Case  and  Bracelet 
Water  Resistant  to  90  ft,  Mineral  Crystal 
Dials  set  with  Hand  Applied  Roman  Numbers 


5876/GZ/CH 


J  E  CALDWELL  &  CO 


JEWELERS  SINCE  1839 


5878/iV/R 


trading  improprieties  on  Nasdaq.  In 
two  separate  reports  issued  this 
summer,  both  two-year  investigations 
slammed  excessive  trading  costs  on 
the  Nasdaq  market,  finding  that 
spreads  between  bid  and  asked  prices 
and  the  dealer  manipulation  that  is 
commonly  found  there  were  harmful 
to  investors. 

Individual  investors — the  ones 
forced  to  bear  the  high  costs  and 
manipulation — don't  decide  where  a 
company's  stock  trades.  This  decision 
is  typically  made  by  a  company's 
investment  bankers,  folks  who  have  a 
vested  interest — big  profits — in  trad- 
ing a  stock  over-the-counter.  Howev- 
er, the  bad  publicity  is  having  its 
effect.  Today  more  chief  financial 
officers,  tired  of  jarring  moves  in  their 
stocks  and  high  trading  costs  imposed 
on  shareholders,  are  switching  from 
Nasdaq. 

Big  winner:  the  American  Stock 
Exchange.  By  the  end  of  September 
53  companies  had  listed  their  shares 
on  the  Amex,  36%  more  than  did  in 
the  same  period  in  1995.  Most  of 
those  listings — 72% — were  unsolicit- 
ed; they  literally  came  in  over  the 
transom.  Especially  interested  in  the 
Amex  are  thinly  traded  small  compa- 
nies unable  to  list  on  the  NYSE. 

One  of  the  newest  Amex  stocks  is 
Dairy  Mart,  a  $700  million  (sales) 
operator  of  convenience  stores  in  the 
Northeast  and  Midwest.  The  compa- 
ny's chief  executive,  Robert  Stein, 
explains  why  he  left  Nasdaq  after  13 
years  of  trading  there.  "There  were 
two  reasons.  One,  our  stock  doesn't 
trade  a  great  deal,  and  the  dollar 
spread  was  concerning  us."  This,  on 
a  $6  stock. 

Another  reason  was  volatility.  Stein 
recalls:  "One  day  the  stock  went  from 
$6  to  $4  on  just  10,000  shares,  with 
no  announcement  from  the  compa- 
ny." Enough,  said  Stein.  So  he 
moved  Dairy  Mart  stock  to  the  Amex 
in  September. 

Stein's  shareholders  cheered.  Now 
its  spread  is  Vs.  Dairy  Mart's  experi- 
ence is  typical.  The  average  bid/ask 
spread  on  the  Amex  is  14  cents;  on 
the  Nasdaq  National  Market  it's 
double  that.  And  stocks  that  move 
from  the  Nasdaq  to  the  Amex  show  a 
big  decline  in  volatility,  as  measured 
by  intraday  deviations  in  price  from 
typical  trading  (see  chart).  Some 


stocks'  volatility  is  cut  in  half  after 
they  move. 

Why  such  a  difference?  The  Amer- 
ican Stock  Exchange,  like  the  NYSE, 
runs  on  a  specialist  system.  The  spe- 
cialist who  trades  an  Amex  stock  has 
an  obligation  to  prevent  the  kind  of 
air  pockets  that  cause  volatility.  If 
there's  an  order  imbalance — many 
more  buyers,  for  example — the  spe- 
cialist is  required  to  step  in  and  use 
his  capital  to  keep  the  market  in  the 
stock  orderly. 

Nasdaq,  by  contrast,  is  a  "dealer 
market" — that  means  many  different 
marketmakers  get  in  between 
investors  on  their  trades.  These  deal- 
ers don't  want  buyers  and  sellers  to 
meet  because  that  would  prevent 
them  from  being  able  to  pocket  the 
spread,  as  they  do  when  they  insert 
themselves  into  the  transaction. 

Even  for  institutional  investors, 


trading  on  Nasdaq  is  much  more 
expensive.  A  recent  study  by  the 
Plexus  Group,  a  brokerage  consulting 
firm,  found  that  average  institutional 
trading  costs,  measured  as  a  percent- 
age of  the  price  at  the  time  of  the 
order,  were  0.55%  on  the  NYSE, 
0.60%  on  the  Amex  and  1%  on 
Nasdaq.  Translation:  For  every  $10 
billion  in  dollar  volume  traded  by 
institutions  in  Nasdaq  stocks,  money 
managers  are  paying  between  $27 
million  and  $38  million  more  than 
they'd  pay  if  those  stocks  were  listed 
on  the  Amex. 

In  spite  of  its  high  costs  and  inher- 
ent problems,  Nasdaq's  dealer  market 
still  has  its  fans.  And  the  new  rules 


the  SEC  is  forcing  on  Nasdaq  as  a 
result  of  its  investigation  may 
improve  the  quality  of  the  market- 
place. But  even  if  the  market 
improves,  the  American  Stock 
Exchange  will  likely  benefit  from  the 
changes.  Why?  If  spreads  on  Nasdaq 
decline,  marketmakers'  profits  will 
diminish.  That  gives  dealers  less  of  an 
incentive  to  try  to  keep  stocks  on 
Nasdaq. 

The  Amex  is  a  viable  alternative  to 
Nasdaq  today  only  because  it  has 
cleaned  up  its  act.  Time  was  when  it 
was  a  wild  and  woolly  place.  Chief 
architect  of  the  housecleaning  is 
Amex  Chairman  Richard  Syron,  who 
came  to  the  exchange  2lA  years  ago 
from  Boston.  Syron,  53,  presided 
over  the  Boston  Federal  Reserve 
Bank.  He  knew  about  turnaround  sit- 
uations: He  was  very  involved  in 
working  out  New  England  bank 


problems  in  the  late  1980s. 

The  son  of  an  Irish  immigrant  who 
"worked  up  to  the  job  of  black- 
smith," Syron  also  brought  to  the 
Amex  a  sterling  reputation.  Impor- 
tant, because  just  a  few  months 
before  he  arrived  the  Amex  found 
itself  in  a  big  mess  with  its  Emerging 
Company  Marketplace.  This  market- 
within-a-market  was  set  up  in  1992 
to  attract  fledgling  companies  to  the 
exchange.  It  wound  up  attracting 
some  questionable  firms  that  had  to 
be  delisted.  The  attendant  publicity 
was  an  embarrassment. 

Syron  junked  the  ECM  this  year. 
"Any  company  that  lists  here  has  a 
right  to  expect  a  certain  level  or  stan- 


How  volatility  varies  on  two  exchanges 

Average  trade-to-trade  price  changes  before  and  after  n  move 


Nasdaq-to-Amex 


Amex-to-Nasdaq 


Nasdaq  Amex 
one  month       one  month 
before  transfer    after  transfer 


Nasdaq 
one  month 
after  transfer 


The  average  price  variation  from  the  prior  trade,  expressed  as  a  percentage  of  the  last  sale. 
Universe  includes  all  Amex-to-Nasdaq  and  Nasdaq-to-Amex  transfers  for  which  complete 
before-and-after  data  are  available.  Source:  Amtraq. 


When  manage- 
ment gets  mad 
about  volatility  in 
their  stocks  on 
Nasdaq, they  can 
move  to  the 
Amex.  There  the 
average  stock 
trades  in  a  much 
more  orderly 
fashion.  Lower 
transaction  costs 
are  another 
benefit. 
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WE  CAN  EASILY  BUILD  A  CASE 
FOR  LIVING  HERE. 

A  place  where  family  still  matters.  With  quality 

schools.  A  low  violent-crime  rate.  Evenings  at 

the  ballpark  or  hockey  rink.  The  pieces  come 

together  in  the  Roanoke  Valley. 

Call  1 -800-LOCATE2  for  more 

information  about  this  special 

place  to  live. 


http://www.roanoke  org  E-mail:  fvedp@roanoke.org 


Roanoke  valley 

OF  VIRGINIA 

ECONOMIC 
DEVELOPMENT 
PARTNERSHIP 


STUTTERING... 

HELP  PREVENT  IT! 


For  informarion, 
write  or  call  toll-free: 

1-800-992-9392 


Stuttering  Foundation  of  America 


FORMERLY  SPEECH  FOUNDATION  OF  AMERICA 

A  Non-Profit  Organization 

Since  1947 — Helping  Those  Who  Stutter 

P.O.  Box  11749  •  Memphis,  TN  38111-0749 


dard,"  he  says.  "There's  a  branding 
aspect  to  it,  and  we  had  to  do  it  to 
maintain  the  quality  of  the  brand." 

As  soon  as  Syron  joined  the  Amex, 
he  enlisted  the  aid  and  advice  of 
former  Federal  Reserve  Chairman 
Paul  Volcker,  for  whom  he  had 
worked  in  Washington  in  the  early 
1980s.  Volcker  sits  on  the  exchange's 
board,  as  does  fund  manager  Mario 
Gabelli  and  former  SEC  Commission- 
er Bevis  Longstreth. 

The  Amex  knows  it  has  to  try 
harder.  "There  is  nothing  automatic 
about  [a  company's]  coming  here," 
says  Syron.  "Our  value-added  has  to 
be  what  happens  on  the  floor  and 
trading." 

The  exchange  differentiates  itself 
from  the  NYSE  in  two  significant  ways: 

Where  stocks  trade  could 
be  an  issue  for  corporate 
boards.  Given  Nasdaq's 
costs  and  volatility,  that's 
another  plus  for  the  Amex. 

The  Amex  lets  an  issuer  choose  the 
specialist  firm  that  will  trade  its  stock 
and  it  has  no  rule  preventing  compa- 
nies from  leaving  its  market.  The 
NYSE  selects  specialist  firms  for  com- 
panies that  list  there,  and  its  Rule  500 
prohibits  NYSE-listees'  leaving  the 
exchange  unless  a  majority  of  its 
shareholders  vote  to  do  so. 

Syron  and  his  specialists  go  further, 
giving  companies  a  few  months  to  try 
out  the  market.  If  they're  unhappy, 
they  can  jump  ship  and  get  their 
money  back.  "Being  able  to  leave 
keeps  people  on  their  toes,"  says 
Syron.  "We  have  to  keep  the  people 
who  decide  where  business  is  going 
to  be  done  happy." 

Some  folks  on  Wall  Street  believe 
that  where  a  stock  is  traded  could 
become  a  bigger  issue,  even  perhaps 
a  matter  of  fiduciary  duty  for  corpo- 
rate boards.  Lewis  Lowenfels,  a  secu- 
rities lawyer  in  New  York  City,  says: 
"If  I'm  a  director,  I  have  a  duty  to  be 
concerned  with  shareholders'  inter- 
ests. One  of  those  interests  is  how 
difficult  or  costly  it  is  to  get  in  and 
out  of  their  shares."  Unless  and  until 
Nasdaq  reforms,  that's  another  plus 
for  Amex.  H 
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BERLIN -SETTING  THE  TONE. 


s 


"Berlin  —  Germany's  capital  is  a  cultural  metropolis  full 
of  controversy  and  vitality. Top  artists  from  all  over  the 
world  present  themselves;  the  off-scene 
permanently  offers  new  impulses. 
It's  unique!" 


Prof.  Gotz  Friedrich.Theatricol  Manager 
Deutsche  Oper  Berlin 


It's  Abbado,  Barenboim,  Ashkenazy.  It's  9  orchestras, 
3  opera  houses,  118  theatres,  134  cinemas,  14  cabarets 
and  more  than  1 65  museums,  including  the  brand  new 
"Hamburger  Bahnhof ",  museum  of  contemporary  art 
with  more  works  by  Warhol  and  Beuys  than  anywhere 
else.  Born  of  and  now  constantly  fuelled  by  a  unique 
mixture  of  eastern  and  western  European  heritages, 
it's  cultural  life  in  Berlin  -  rich,  varied  and  full  of  surprises. 
In  Berlin  you  can  enjoy  culture  at  any  time,  but  if  you 
want  to  fully  experience  the  excitement  of  Germany's 
capital  city,  come  and  join  us  here. 
Berlin,  it's  a  great  place  to  live  and  work. 

We  will  be  pleased  to  offer  you  further  information  on  what's 
happening  in  Berlin.  Simply  contact:  Berlin  Tourism  Marketing  GmbH, 
Tel.:  +49  (30)25  00-25,  Fax:  +49  (30)25  00-24  24 


NEW  OPPORTUNITIES. 


Moman  means  mon 


More  value  from  your  wealth 


asset  management 


securities  research  &  sales 


hedging  instrumen 


p 


individual  investors 


Consider  your  assets:  Investments.  Business  interests.  Real  estate.  Cash. 

At  J.  R  Morgan,  we  help  you  evaluate  them  as  a  whole  and  understand  how 
they  interact.  We  dissect  and  analyze  each  component,  and  unlock  their  value 
by  configuring  them  all  for  better  performance.  So  you  get  more  out  of  them. 

We  offer  investment  management  on  a  global  scale.  Standard-setting  research 
across  asset  classes.  And  innovative  investment  opportunities  created  for  our 
clients  alone. 

All  aimed  at  delivering  more  after-tax  wealth. 

No  firm  is  more  focused  on  your  needs  -  for  the  right  solution,  for  objective 
counsel,  and  for  unwavering  commitment  from  a  skilled  advisor.  At  J. R  Morgan, 
we've  put  our  clients'  interests  first  for  more  than  a  century,  earning  their  trust 
and  their  business,  year  after  year. 

If  you  have  substantial  assets  and  would  like  to  find  out  how  much  more  you 
can  get  from  them,  please  call  Maureen  S.  Perry  at  212-837-3595. 


JPMorgan 


tax  structuring        •       estate  planning       •       liquidity  management 

« J  P  Morgan  &  Co  Incorporated  J  P  Morgan  Securities  Inc „  member  SIPC  Morgan  Guaranty  Trust  Company  ol  New  York,  member  FDIC  J  P  Morgan  is  the  marketing  name  lor  J  P  Morgan  &  Co  Incorporated  and  ils  subsidiaries  worldwide 


Confucius  meets  Max  Weber 


BY  DIHESH  D'SOUZA 


Dinesh  D'Souza 
is  a  John  M.  Olin 
scholar  at  the 
American  Enterprise 
Institute  in 
Washington,  D.C. 
and  the  author  of 
The  End  of  Racism 
(Free  Press). 


In  1905  the  sociologist  Max  Weber  pub- 
lished his  classic  study  The  Protestant  Ethic 
and  the  Spirit  of  Capitalism.  From  then  on 
most  scholars  believed  that  the  Puritan  work 
ethic  produced  the  rise  and  success  of  capital- 
ism in  northern  Europe  and  North  America. 
But  now,  at  the  dawn  of  the  next  century, 
scholars  in  the  business  schools  are  asking  a 
different  question:  Is  there  a  Confucian  ethic 
that  lies  behind  the  incredible  success  of  Asian 
cntrepreneurship? 

The  urgency  and  seriousness  of  the  contem- 
porary debate  over  this  question  would  have 
surprised  Weber.  Weber  frequently  contrasted 
the  economically  dynamic  environment  of 
Protestant  Europe  and  the  U.S.  with  the  eco- 
nomic stagnation  of  China  and  other  Asian 
countries  influenced  by  its  Confucian  her- 
itage. As  recently  as  1968  the  Swedish  econo- 
mist and  Nobel  laureate  Gunnar  Myrdal 
attributed  the  stark  poverty  and  underdevel- 
opment of  Asia  in  part  to  its  religious  and  cul- 
tural traditions — Hindu  fatalism,  Confucian 
hierarchy,  Buddhist  indifference  to  material 
gain  and  so  on. 

Weber's  own  thesis  linking  Protestantism 
and  capitalism  has  come  under  challenge  in 
recent  years.  Scholars  have  criticized  his  dubi- 
ous claim  that  Calvinists  sought  material  suc- 
cess as  an  earthly  confirmation  of  their  posi- 
tion as  souls  favored  by  divine  selection  for 
salvation  in  the  next  life.  Other  scholars  have 
pointed  out  that  in  recent  decades  Catholic 
countries  like  France  and  Italy  have  rivaled 
and,  in  some  cases,  surpassed  Protestant  coun- 
tries like  Great  Britain  in  per  capita  income. 

Nevertheless  Weber's  argument  remains  the 
most  convincing  attempt  to  explain  the 
strange  phenomenon  that  capitalism  did  not 
originate  independently  in  many  cultures  but 
only  in  the  Protestant  regions  of  the  modern 
West.  Moreover,  Weber's  thesis  helps  to 
explain  the  chasm  of  economic  development 
that  separates  predominandy  Protestant  North 
America  from  largely  Catholic  South  America. 

But  Weber's  thesis  goes  completely  off  track 
when  it  comes  to  explaining  the  great  eco- 
nomic success  of  the  overseas  Chinese  and 
countries  like  Singapore,  Taiwan  and  Hong 
Kong.  Nor  does  a  reading  of  the  Confucian 
texts  she  light  on  the  mystery.  To  read 

the  Analects  "  '.cius,  and  the  interpreta- 

tion-    modern  Confucians  like  Tu-wei 
Ming,  is  to  recognize  that  many  Confucian 


precepts  are  alien  and  even  hostile  to  free  mar- 
kets and  entrepreneurial  success. 

Confucius,  who  lived  in  the  sixth  century 
B.C.,  more  than  once  denounced  the  profit 
motive  as  unworthy  of  an  ethical  citizen.  In 
one  of  his  famous  aphorisms  he  said,  "The 
gentleman  understands  what  is  moral.  The 
small  man  understands  what  is  profitable." 
Confucius  was  a  stern  moralist  who  advocated 
filial  piety,  reverence  for  ancestral  customs  and 
emperor  worship.  His  main  concern  was  that 
people  fulfill  their  "heavenly  decree"  and  learn 
to  live  honorably  within  a  static  and  hierarchi- 

Something  interesting  happens  when 
Confucian  values  are  transplanted 
into  a  free  market  environment. 


cal  society.  The  virtues  recommended  by  Con- 
fucius are  magnanimity,  propriety,  modera- 
tion, persistent  striving,  respect  for  one's 
superiors  and  honest  dealing  with  one's  inferi- 
ors. He  said  nothing  about  the  desirability  of 
innovation,  risk-taking  or  trade.  And,  indeed, 
for  2,000  years  Confucianism  coexisted,  in 
China  and  other  Asian  countries,  with  political 
authoritarianism  and  economic  stasis.  As  a 
program  for  organizing  society,  Confucianism 
seems  entirely  compatible  with  monarchical 
and  feudal  arrangements. 

How,  then,  to  account  for  what  the  overseas 
Chinese  accomplish?  As  social  scientist  Francis 
Fukuyama  argues  in  his  recent  book  Trust, 
something  very  interesting  happens  when  Con- 
fucian values  are  transplanted  into  a  free  market 
environment.  Fukuyama  comments  on  the 
irony  that  many  of  the  virtues  of  Confucianism, 
such  as  close-knit  family  structure,  frugality, 
temperance  and  striving  for  excellence,  are  not 
premodern,  but  are  precisely  those  values  that 
are  best  adapted  to  modern  capitalist  success. 
In  a  statist  setting  Confucianism  promotes  sta- 
tism.  In  a  capitalist  society  it  promotes  capital- 
ism. When  the  Chinese  migrated  to  other  parts 
of  the  world  where  markets  and  competition 
were  free,  their  Confucian  values  helped  them 
to  outperform  the  natives. 

Now  China  itself  is  making  a  rapid  transi- 
tion to  a  capitalist  economy,  and  it  is  likely 
that  many  of  its  traditional  values  will  serve  it 
well.  If  he  had  lived  to  see  it,  old  Confucius 
would  have  dropped  his  rice  bowl  in  amaze- 
ment, yet  with  characteristic  modesty  he 
would  have  refused  any  of  the  credit.  H 
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Do  you  see  any  welcome  mats  down  there? 


KING  AIR  350 


The  world  is  full  of  opportunities. 
Unfortunately,  it  is  not  filled 
with  pristine,  state-of-the-art 
airports.  So  often  what  separates 
those  who  capitalize  on  oppor- 
tunity and  those  who  watch  it 
pass  them  by  is  access.  Simply 
being  in  the  right  place  at  the 
right  time.  A  And  wherever  the 
right  place  is,  one  name  has  a 
history  of  getting  you  there. 
King  Air.  The  go  anywhere,  do 
anything  workhorse  of  the  skies. 
The  name  you've  come  to  rely  on 
to  get  you  wherever  the  opportu- 
nities are.  A  The  King  Air  350, 
B200,  and  C90B.  The  line  of  air- 
craft designed  around  your  needs. 
Because  the  planet  certainly 
wasn't.  For  more  information, 


•    call  1-800-866-1000,  ext.  607. 


Raytheon  Aircraft 


Beech 
Hawker 


Nutty  old  Howard  Hughes  gobbled  up  every  piece  of  land  that  came  on  the  market  in 
a  remote  desert  spot.  We  should  ail  be  so  nutty.  The  spot  is  called  Las  Vegas. 


Thanks.  Cousin  Howard 


By  Robert  Lenzner 

In  his  later  years  the  reclusive  bil- 
lionaire Howard  Hughes  was  the  real 
estate  market  in  Las  Vegas.  He 
acquired  virtually  every  piece  of  prop- 
erty that  came  on  the  market.  By  the 
time  he  died  in  1976,  Hughes  held 


35,000  acres,  including  six  hotels  and 
casinos,  and  undeveloped  prime  turf 
on  the  Strip. 

Talk  about  smart  investments. 
Thanks  to  his  obsession  with  Las 
Vegas  realty,  Hughes'  22  cousins  and 


their  descendants  will  pocket  $1  bil- 
lion from  his  estate.  Yet,  because 
Hughes  left  no  will,  this  vast  real 
estate  holding  became  part  of  the 
meanest,  most  protracted  estate 
battle  in  American  history.  It  took  the 


Howard  Hughes  with  one  of  his  racing  planes,  sometime  in  the  late  1930s 

When  he  died  in  1976  his  estate  was  a  mess— but  the  values  were  there. 
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better  part  of  two  decades  and  an 
estimated  $100  million  in  legal  fees 
to  resolve. 

"No  one  knew  who  owned  the 
estate  or  where  Hughes  was  [legally] 
domiciled,"  says  William  Rice 
Lummis,  a  Houston  lawyer,  whose 
mother,  Annette  Gano  Lummis,  was 
Hughes'  aunt  and  his  closest  remain- 
ing relative. 

"Texas  and  California  both  wanted 
the  estate.  It  was  a  potential  gold 
mine  for  them,"  says  Lummis. 

Lummis,  a  lanky  Texas  lawyer  who 
once  bore  a  striking  resemblance  to 
Hughes,  moved  from  Houston  to  Las 
Vegas  in  1976  to  take  over  the  estate 
as  court  appointed  administrator. 

Lummis  found  that  the  Summa 
Corp.  (today,  Howard  Hughes 
Corp.)  was  a  badly  run  mishmash  of 
26  operating  companies  in  16  busi- 
nesses, including  a  television  station, 
gold  and  silver  mining  interests  and  a 
sports  network. 

The  helicopter  operation  was 
worthless.  "We  couldn't  give  it 
away,"  says  Lummis.  There  was  an 
$80  million  default  judgment  against 


Hughes  himself,  related  to  the  acqui- 
sition of  Hughes  Airwest,  a  regional 
airline.  The  five  gambling  casinos 
were  losing  money,  and  the  real 
estate,  mostly  undeveloped  land,  was 
illiquid. 

What  was  it  worth  in  1976?  Merrill 
Lynch  said  $168  million.  The  irs 
thought  about  $400  million  and 
demanded  a  minimum  of  77%  in 
death  taxes.  Where  would  the  tax 
money  come  from?  Las  Vegas  in  the 
early  Eighties  was  in  the  midst  of  a 
recession. 

Lummis  quickly  convinced  the 
cousins  to  sink  their  differences  and 
agree  on  a  potential  division  of  the 
spoils.  "Otherwise,  we'd  still  be  fight- 
ing among  ourselves,"  he  says.  The 
Houston  Group,  which  he  led,  took 
71.5%.  The  rest  went  to  two  groups 
of  cousins — one  group,  from  Los 
Angeles,  got  19%,  and  the  other, 
from  Atlanta,  got  9.5%. 

Some  of  the  cousins  were  teachers, 
educators  or  ministers  without  sub- 
stantial resources.  So  they  offered 
their  lawyers  a  piece  of  the  estate  if 
they  won.  Law  firms  like  Los  Ange- 


les' Kindel  &  Anderson  and  Hous- 
ton's Andrews  &  Kurth  L.L.P.  got 
their  stake  that  way. 

Lummis  borrowed  $190  million  to 
reinvest  in  the  helicopter  business. 
He  was  able  to  turn  it  around  and  sell 
it  to  McDonnell  Douglas  for  $470 
million  in  1984. 

He  settled  with  the  IRS,  Texas  and 
California  for  around  $225  million 
and  still  had  enough  capital  left  to 
develop  the  real  estate.  "Hughes  had 
some  good  inflation  hedges  in  that 
real  estate,"  says  Lummis.  "But  we 
had  to  unlock  the  values.  There  were 
obstacles.  For  instance,  the  largest 
parcel  was  well  outside  the  city  limits 
and  4  miles  from  the  nearest  utility." 

Lummis  also  sold  the  casinos, 
including  the  Desert  Inn  Hotel  & 
Casino,  which  Hughes  had  purchased 
in  1967  after  management  tried  to 
evict  him  from  the  quarters  he  occu- 
pied there. 

Next,  he  sold  to  Steve  Wynn  unde- 
veloped property  on  the  Strip,  where 
Wynn  built  the  Mirage  and  Treasure 
Island  hotel-casinos.  And  he  brought 
in  John  L.  Goolsby,  a  burly  Texas  real 


(  The  Montgomery  Emerging  Asia  Fund ) 

Emerging  Asia.  The  sky. 
Neither  has  limits. 


We  believe  the  emerging  markets 
of  Asia,  though  volatile,  offer 
almost  unlimited  potential  for 
the  long-term  investor.  Which  is  why  we're 
so  excited  about  The  Montgomery 
Emerging  Asia  Fund. 

The  Fund  invests  in  companies 
across  the  region.  It  is  managed  by 
Montgomery's  Emerging  Markets 
team,  whose  members  know  quite 


a  bit  about  investing  in  developing  countries. 
In  many  ways,  it's  the  sort  of  opportunity 
Japan  presented  in  1955 — a  region  on  the 
brink  of  explosive  growth  and  opportunity. 
We'd  be  pleased  to  send  you  details.  For  a 
prospectus,  simply  contact  us  by  phone  or 
through  our  web  site. 

(800)  572-3863 

www.xperts.montgomery.com/ 1 


The  Montgomery  Funds 
Invest  wiselyr 

The  Montgomery  Emerging  Asia  Fund  is  100%  no-bad  with  a  $1,000  minimum.  Foreign  investing  involves  special  risks  including  currency  fluctuations  and  political  and 
economic  uncertainty.  For  complete  vijormahan,  including  charges  and  expenses,  call/or  a  prospectus  to  read  carefully  before  investing.  Montgomery  Securities.  Distributor  (io/g6) 


Tier 


.here  was  a  time  when 
travel  was  still  an  adventure  to  you 
It  opened  your  eyes.  Inspired  you.  And 
always  gave  you  a  fresh  perspective  on  the  world. 

Fortunately,  there's  a  place  where  it  still  does. 
Step  into  any  Hyatt  hotel  or  resort,  and  discover 
again  the  joy  of  reaching  a  unique  destination. 

You  might  see  a  magnificent,  23 -story  atrium 
in  our  lobby.  Or  a  panoramic  city  view  through 
the  windows  of  one  of  our  meeting  rooms. 

Or  Romanesque  arches  towering 
above  you  in  a  hotel  created 
from  a  historic  train  station 
And  everything  we  do,  from 
the  fine  art  we  commission 
to  the  exceptional  cup  of  coffee  we 
serve,  will  help  make  your  next  trip  a  I 
delightfully  new  experience. 

So  come  stay  with  the  people  of  Hyatt. 
Things  could  start  looking  up  from  the  moment 
you  check  in.  For  reservations,  contact  your  travel 
planner  or  call  Hyatt  at  1-800-233-1234. 


Feel  the  Hyatt  Touch"' 


estate  developer,  to  develop  the  other 
raw  property. 

Goolsby  saw  through  the  building 
of  the  first  retail  mall  on  the  Strip  to 
exploit  the  growing  invasion  of  visi- 
tors. The  numbers  have  been  climb- 
ing 8.3%  a  year,  to  29  million  in 
1995.  In  1990  Goolsby  also  began 
selling  20-  to  40-acre  lots  to  home 
builders  in  Summerlin  (named  after 
Hughes'  grandmother),  a  22,000- 
acre  area  outside  the  city  limits  and 
extending  to  the  foothills  of  some 
rocky  mountains. 

Goolsby's  timing  was  perfect.  Real 
estate  values  took  off  as  retirees  and 
other  emigres  began  flooding  in  from 
California,  Arizona  and  Texas.  They 
got  an  uncluttered  spot  in  the  desert 


in  a  state  blessedly  free  of  income  or 
estate  taxes.  In  1995  alone  almost 
70,000  new  residents  moved  to  Las 
Vegas.  Twenty-four  hundred  new  res- 
idences were  sold,  mostly  in  Sum- 
merlin,  the  fastest-growing  master 
planned  community  in  the  U.S.  • 

At  the  same  time,  the  Las  Vegas 
economy  was  booming  in  other  ways, 
too.  Construction  outfits,  bank  back 
offices,  distribution  centers  for  mail 
order  houses  are  popping  up  every- 
where. "It  was  a  small  town  that  was 
just  emerging  when  I  arrived,"  says 
Lummis.  "Now,  there's  traffic  jams." 

Lummis  brought  in  Morgan  Stan- 
ley, which  organized  an  auction.  The 
Rouse  Co.,  based  in  Columbia,  Md., 
won.  It  acquired  the  Hughes  Co.  for 


$232  million  in  cash  and  Rouse 
stock.  It  also  assumed  debt  of  $328 
million,  making  the  deal  worth  $560 
million.  Rouse  had  pioneered  new 
communities  like  Columbia  and  malls 
like  Faneuil  Hall  in  Boston,  and 
wanted  to  move  to  faster  growing 
parts  of  the  country.  "The  country  is 
moving  south.  That's  where  the  pop- 
ulation is  going.  And  we're  going 
there,  too,"  says  Anthony  Deering, 
Rouse  chief  executive. 

Among  the  bigger  winners  were 
the  Houston-based  Lummis  and 
Gano  families,  plus  the  partners  at 
Andrews  &  Kurth,  and  Kindel  & 
Anderson,  each  of  whom  owns  part 
of  the  estate.  But  that  isn't  the  end 
for  them. 


William  Rice  Lummis,  Hughes'  first  cousin,  under  a  model  of  Howard's  Spruce  Goose 

Lummis  me*  Hughes  only  twice,  but  he  got  to  know  the  entrepreneur's  businesses  intimately. 
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SAVIN'S  GOING  TO  WIN  YOU  OVER 
ONE  DOCUMENT  AT  A  TIME. 


Business 
documents  that  look 
like  you  mean  business.  Memos 
with  clear,  crisp  text.  Color  charts 
that  jump  off  the  page. 

At  Savin,  we  have  the  technology 
and  document  handling  solutions 
to  fit  your  needs.  Smart  solutions 
that  can  make  your  office  more 
efficient  and  make  your  documents 
stand  out  in  any  boardroom. 

Our  incredible  product  line 
is  one  of  the  most  complete  in  the 
industry.  From  our  high  speed, 
high  volume  copiers  that  deliver 
clear,  crisp  copies.  To  digital  multi- 
functional systems  that  enhance 
productivity  To  digital  full  color 
imaging  systems  that  edit  and  print 
your  documents  from  hard  copy  or 
from  images  and  text  sent  directly 
from  your  PC.  And 
with  our 

superior  imaging  technology  the  high  resolution  color  prints  are 
almost  indistinguishable  from  the  originals. 

To  get  the  kind  of  document  solutions  you  need,  backed  by 
the  kind  of  people  and  service  you  deserve,  choose  Savin. 

After  all,  we're  going  to  win  you  over.  No  matter  how 
many  memos,  charts  or  documents  it  takes. 


savin 

WE'RE  GOING  TO  WIN  YOU  OVER 


® 


h^jxxx  employees 
will  soar.  Your 
expenses  won't. 


With  the  Air  Travel  Card,  you'll  have  the  most  effective  way  to  keep  your  travel  expenses 
under  control.  You'll  get  one  concise  centralized  billing  statement  with  comprehensive 
data,  saving  you  money  and  time  during  reconciliation.  You'll  also  get  no-cost  automatic 
travel  insurance.  All  that,  with  no  annual  fees  or  per  card  charges.  For  more  information, 
call  1-800-222-4688  or  call  your  travel  agent. 


\g>  tJivvest  .Airlines,   -fr    I.  u  j  t  h  a  n  s  a   +    K'mvaii  Airways  -fr    KIM   Royal  Dutch  Airlines 


Lummis  shrewdly  opted  to  keep  a 
contingent  interest  in  the  undevel- 
oped property,  especially  the  16,000 
raw  acres  of  Summerlin,  slated  to 
become  25  distinct  villages  around  a 
central  business  core.  Scottsdale, 
Ariz,  has  nothing  on  Summerlin. 

Lummis  reckons  there's  another 
$250  million  on  the  come  from  the 
Hughes  patrimony.  As  Summerlin 
keeps  growing,  Lummis  and  the 
other  Hughes  heirs  will  get  more 
Rouse  shares. 

They  already  own  14%  of  Rouse, 
which  ranks  them  among  the  compa- 
ny's largest  shareholders.  Plus  they've 
realized  a  quick  profit.  The  deal 
spiked  Rouse  stock  48%  in  four 
months,  adding  $430  million  to 
Rouse's  market  capitalization. 

The  Las  Vegas  holdings  should 
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New  homes  in 
Summerlin  (top), 
22,000  acres  near 
Las  Vegas  named 
after  Hughes' 
grandmother; 
John  Goolsby, 
president  of  the 
Howard  Hughes 
Corp. 

Lummis  brought 
in  Goolsby  to 
develop  the  raw 
land.  Their  timing 
was  perfect. 


help  Rouse's  earnings  grow  20%  this 
year,  Deering  hopes.  An  obstacle  to 
future  growth  is  the  lack  of  infra- 
structure. More  people  want  to  move 
there  than  it  can  absorb.  Frets  Deer- 
ing: "One  problem  is  schools.  There 
aren't  enough.  They've  fallen  behind 
providing  them.  To  keep  up  with  the 
growth  in  Las  Vegas  they  need  a  new 
schoolroom  every  day." 

Lummis,  who  met  Hughes  only 
twice,  is  proud  of  his  legacy  and 
serves  on  the  board  of  the  Howard 
Hughes  Medical  Institute.  The  other 
members  of  the  clan,  though  happy 
to  get  the  money,  don't  want  to 
broadcast  their  newfound  wealth. 

"Family  secrets  are  family  secrets," 
says  David  Elkins,  Lummis'  friend  and 
former  law  partner.  "It's  just  their 
style.  They  don't  want  attention."  wm 


Air  Travel  ill  Car  Rental  & 


it  also 
flies  on 
land. 


J^n  troducing 
the  Corporate 
Air  Travel  Card 
MasterCard 
for  all  your 
business  needs. 


The  new  Corporate  Air  Travel 

Card  MasterCard  is  the  smartest 

way  to'keep  your  travel  expenses 

itemized  and  under  control.  It 

combines  all  the  benefits  of  a 

centrally  billed  Air  Travel  Card 

account  with  the  acceptance  of 

MasterCard®.  And  with  no-cost 

automatic  travel  insurance  and 

the  full  range  of  MasterAssist® 

Family  of  Services,  all  your 

travel  needs  are  covered.  The 

Corporate  Air  Travel  Card 

MasterCard  is  available  through 

participating  airlines.  For  more 

information,  call  1-800-222-4688 

(or  202-626-4225)  or  call  your 

travel  agent. 

World  Wide  Web: 
http://air-travel-card.com 
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Hypocrisy 


Dwight  Lee  is 
the  Ramsey  Professor 
of  Economics  at 
the  Terry  College  of 
Business  at  the 
University  of  Georgia. 


In  1952  General  Motors  President  Charles 
Wilson  told  a  Senate  committee:  "What  is 
good  for  the  country  is  good  for  General 
Motors,  and  what's  good  for  General  Motors 
is  good  for  the  country."  The  first  half  of  this 
statement  has  been  largely  ignored,  while  the 
second  half  has  been  widely  quoted  as  an  illus- 
tration of  outrageous  arrogance  by  business. 
As  self-serving  as  Wilson's  statement  has  been 
made  to  seem,  it  reflects  an  impulse  not 
unique  to  business. 

Consider  the  case  of  the  public  schools  and 
their  political  arm,  the  National  Education 
Association  (nea).  The  liberal  leadership  of 
the  NEA  would  dismiss  the  idea  that  policies 
that  would  be  good  for  General  Motors 
would  also  be  good  for  the  country.  Tort 
reform,  reducing  corporate  taxation,  eliminat- 
ing collective  bargaining  and  easing  fuel  effi- 
ciency regulations?  The  NEA  people  would 
regard  such  reforms  as  giveaways  to  the  fat 
cats  of  the  auto  industry.  Yet  the  teachers 
union  consistently  claims  that  policies  that 
serve  only  to  promote  its  interests  are  good 
for  our  children  and  for  America. 

The  NEA  firmly,  but  selectively,  favors  edu- 
cational reform.  Higher  pay  for  public  school 
teachers  is  the  "reform'"  it  favors  most,  with 
the  argument  that  higher  pay  will  attract 
better  teachers.  What  about  making  room  for 
the  better  teachers  by  requiring  current  teach- 
ers to  demonstrate  at  least  a  meager  level  of 
intellectual  competence  to  remain  in  the  class- 
room? No.  This  reform  the  NEA  has  consis- 
tently opposed.  Why  not  let  people  with  obvi- 
ous competence  in  a  subject  (say,  a  retired 
engineer  who  wants  to  teach  math),  teach 

Why  not  a  longer  school  year, 
especially  since,  of  all  the 
industrialized  countries,  the  U.S. 
has  the  shortest  school  year? 


without  having  to  take  a  battery  of  education 
courses?  No.  Not  good  for  the  kids. 

A  favorite  reform  of  the  nea  is  fewer  stu- 
dents in  each  classroom.  More  time  with  stu- 
dents is  surely  a  good  idea.  So  why  not  a 
longer  school  year?  Sorry.  The  nea  is  against 
this  reform. 

Shades  of  Charlie  Wilson.  Implicit  in  NEA 
"reforms"  is  the  idea  that  "what's  good 


for  the  nea  is  good  for  America." 

The  reform  that  the  NEA  opposes  most  pas- 
sionately is  school  vouchers,  which  would 
subject  the  public  schools  to  the  same  type  of 
competition  that  organizations  in  the  private 
sector,  such  as  General  Motors,  face  routinely. 
The  public  schools  are  now  protected  against 
competition,  with  parents  having  almost  no 
choice  which  public  school  their  children 
attend.  For  that  reason  the  nea's  claim  that 
"what's  good  for  us  is  good  for  America"  is 
less  credible  than  was  Wilson's. 

The  stronger  the  competition  a  producer 
faces,  the  closer  the  connection  between 
what's  good  for  that  producer  and  what's 
good  for  the  public.  Consider  how  silly 
Wilson's  statement  would  be  if  the  car  indus- 
try were  no  more  competitive  than  the  public 
schools.  Imagine  that  the  domestic  automo- 
bile producers  had  persuaded  the  government 
to  divide  the  country  into  car  districts.  If  you 
lived  in  Georgia,  you  would  be  in  the  Buick 
district  and  you  would  qualify  for  a  "free" 
new  Buick  every  year  in  return  for  paying  a 
mandatory  car  tax.  You  would  not  have  to 
drive  a  Buick,  You  could  buy  a  Honda  or  a 
BMW  with  your  aftertax  income,  but  you 
would  still  have  to  pay  your  car  tax. 

It  does  not  take  psychic  powers  to  predict 
what  would  happen  to  the  cost  and  quality  of 
domestic  cars.  There  would  soon  be  blue- 
ribbon  government  reports  on  the  car  crisis 
and  calls  for  reform  in  the  auto  industry. 

The  United  Automobile  Workers,  which 
would  have  become  much  stronger  under  the 
new  arrangement,  would  be  firmly  in  favor  of 
reform,  but  selectively  so.  The  reform  most 
favored  by  the  uaw,  trust  me  on  this,  would 
be  higher  wages  for  automobile  workers, 
which  would  allow  the  industry  to  attract 
better  workers.  Also,  it  would  advocate  a 
lower  car-to-worker  ratio  on  the  assembly 
line,  so  workers  could  give  more  attention  to 
each  car.  But  don't  expect  the  UAW  to  favor 
the  onlv  reform  that  would  really  work,  more 
competition  in  the  car  industry.  Indeed,  it 
would  passionately  oppose  this  reform. 

In  this  fortunately  hypothetical  situation, 
what  would  be  good  for  the  UAW  would  not 
be  good  for  the  country.  And  in  the  similar 
but  unfortunately  real  situation  of  our  public 
schools,  what  is  good  for  the  NEA  is  not  good 
for  the  country.  The  best  tiling  we  can  do  for 
our  children  and  for  the  future  of  our  country 
is  to  open  up  our  public  schools  to  choice  and 
competition.  M 
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Why  some  of  the  biggest 
nanitfacturers  refuse  to  make 
shirts  for  us. 


""Xure,  they  want  the  business. 
^   But  not  when  they  hear 
how  finicky  we  are  about 
rerything  that  goes  into  a 
ands'  End  Buttondown. 

From  the  fit  and  the  fabric,  to 
le  stitching  of  the  buttonholes. 

Before  you  buy  anybody's 
uttondown,  just  consider  what 
oes  into  ours: 

A  classic  fit  Some  compa- 
ies  go  overboard;  they  cut  off- 
le-shoulder,  with  big,  blousey 
rmholes.  When  you  put  a  jack- 
t  on,  the  fabric  bunches  up. 

Our  shoulders  are  a  little 
lore  relaxed  than  years  gone  by. 
ut  the  cut  is  still  traditional. 

So  there's  no  bunching  up  -  and 
au  look  better. 

A  longer  sleeve  placket.  Tip  to 

nff,  ours  is  6  yV-  an  inch  (or 
lore)  longer  than  others.  This 

makes  it  easier 


teT 


)  lay  out  the  sleeve  for  ironing, 
dds  to  your  comfort.  Note  the 
stra  button:  an  Old  World  touch. 

Longer  shirttails,  which  stay 
lcked  in.  Some  shirtmakers 
obreviate  their  tails  to  save  on 
ibric.  Ours  are  longer 
y  1"  or  more.  ,v 

A  deep  chest  pocket.  \ 

[olds  eyeglasses  or 
ens  securely,  so  they 
on't  fall  out 


A  supple,  natural  roll  collar. 

Some  shirtmakers  line  collars  with 
a  cheap  polyester.  In  washing, 
it  reacts  differently  than  cotton, 
producing  crinkles. 

Our  collars  have  a  natural  lining 
we  discovered.  It  shrinks  just 
like  cotton:  your  collar  stays 
neater. 


Buttons  that  defy  even 
a  commercial  laundry. 

Our  new  buttons  are  made 
of  the  same  tough  resin  used 
in  bowling  balls  and  boat  hulls. 

Grommets  behind  collar 
buttons.  Soft  pads  inside  the  shirt 
to  keep  the  buttons  from  ripping 
through.  Most  manufacturers  omit 
grommets  -  buttons  must  fend  for 
themselves. 

Each  buttonhole  has 
120  lock  stitches.  Most 
shirtmakers  use  fewer 
stitches  -  90  to  100  stitches 
per  buttonhole.  Ours  hold 

I     up  better:  you  have  to 

I     work  to  fray  one. 


Strong,  single -needle 
stitching  on  shoulder  and 
armhole  seams.  The  seams 
lie  flat,  feel  smooth. 
(Many  manufacturers 
can't  do  single-needle 
work.) 

Know  what?  We've 
run  out  of  space,  and 
still  haven't  covered 
everything. 

We've  only  found 
two  manufacturers 
who  can  build  shirts 
our  way.  But  when 
you  put  on  our 
Buttondown  -  and  see 
how  you  look  -  youU  agree  that 
being  picky-picky  has  paid  off. 

Fact  is,  you  can  pay  two  or  three 
times  as  much,  and  still  not  get  all 
our  features. 
Why  not  call  for  our  catalog? 
Where  we  can  really  tell  you 
about  our  shirts.... 
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For  our  free  catalog,  call  any  time, 
24  hours  a  day 

1-800-356-4444 
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Mail  to:  1  Lands'  End  Lane,  Dodgeville,  Wl  53595 
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Five  years  ago  Jonathan  Ledecky  was  nearly  broke. 
Today  he  runs  a  $2  billion  office  supply  company. 
His  secret?  The  premise  that  people 
perform  best  if  left  alone. 


Supplies 
surprise 


By  Peter  Spiegel 

A  year  AND  A  half  AGO  Thomas 
Raird  got  an  ominous  phone  call.  An 
executive  at  one  of  the  country's 
largest  contract  office  supply  houses 
wanted  to  buy  his  Kansas  City,  Mo.- 
based  Baird  &  Son.  Baird's  grandfa- 
ther had  founded  the  company  in 
1904,  and  Baird,  31,  had  no  desire  to 
sell.  But  that  phone  call  was  the  bell 
tolling  for  his  small  family  business. 
"Once  these  big  guys  put  a  footprint 
in  your  market,  it's  only  a  matter  of 
time  before  they  get  your  accounts 
and  your  people,"  he  says.  "We 
couldn't  match  diem  in  an  endurance 
contest." 

He  didn't  have  to.  Another,  much 
more  agreeable,  buyer  came  along: 
U.S.  Office  Products  Co.,  based  in 
Washington,  D.C.  Its  founder,  a 
young  entrepreneur  named  Jonathan 
Ledecky,  offered  Baird's  family  $1.3 
million  in  cash  and  stock  for  the  com- 
pany. But  it  wasn't  the  money  that 
swung  the  deal.  Ledecky  offered  to 
let  Baird  and  his  brother  continue  to 
run  the  show,  and  the  name  Baird  & 
Son  remains  on  the  door.  "Ninety 
percent  of  our  customers  don't  even 
realize  we  sold  our  company,"  Baird 
marvels.  "The  Bairds  are  still  here." 

Since  early  1995  Ledecky  has  done 
more  than  100  deals  like  this.  U.S. 
Office  has  grown  from  nothing  into 
a  $2.1  billion  (estimated  fiscal  1997 
revenues)  company  with  stock  that 
has  shot  from  $10  a  share  when  it 
went  public  in  February  1995  to  a 
recent  $37  a  share.  Market  cap:  $1.5 
billion,  over  34  times  this  year's  likely 
earnings.  "It's  one  of  the  fastest- 
growing  companies  in  the  world  right 
now,"  gushes  Lehman  Brothers  ana- 
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lyst  William  Julian.  Ledecky,  38, 
owns  a  stake  worth  $63  million. 

When  IBM  or  General  Electric 
needs  office  supplies,  the  purchasing 
department  doesn't  send  a  kid  down 
to  Staples  to  pick  up  a  few  million 
paper  clips.  It  goes  through  a  con- 
tract supplier  like  Baird  &  Son,  which 
regularly  provides  the  big  customer 
with  all  the  pens,  masking  tape,  com- 
puter paper  and  whatever  other  office 
supplies  it  needs.  Together  these  con- 


tract suppliers  do  around  $30  billion 
a  year  in  business,  more  than  Staples, 
Office  Depot  and  the  other  office 
supply  retail  chains  combined. 

There  are  some  3,000  of  these 
contract  office  supply  companies — 
the  industry,  in  short,  is  ripe  for  con- 
solidation. In  1994  the  top  four  con- 
tract suppliers  controlled  just  10%  of 
the  U.S.  market;  that  figure  is  now 
almost  25%. 

Ledecky  has  been  consolidating 
with  a  vengeance.  U.S.  Office  Prod- 
ucts now  runs  neck-and-neck  with 
Denver-based  Corporate  Express  for 
largest  in  its  industry.  Where  his  rivals 
pay  cash,  slap  on  the  corporate  name 


and  frequently  boot  the  old 
owner/managers,  Ledecky  has  made 
almost  80%  of  his  acquisitions  in  U.S. 
Office  Products  stock  and  left  the 
local  operators  at  the  helm.  He  brings 
to  the  table  efficiencies-of-volume 
discounts,  centralized  administration, 
computerized  inventory  controls  and 
the  like.  But  he  keeps  management 
local  and  maintains  the  personal  rela- 
tionships that  are  a  big  help  in  the 
contract  business.  Memphis,  Tenn.'s 
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WE'RE  MAKING  SURE  OUR  RESEARCH 

The  task  is  challenging.  But  the  rewards  are  many.  That's  why  at  Bayer,  we've  made  our  commitment 
to  health  care  research  a  crusade.  That's  why  we'll  spend  a  billion  dollars  this  year  in  areas  such  as 
pharmaceuticals,  medical  imaging,  diagnostics  and  genetic  engineering.  Working  on  treatments  for 

DEVELOPS  HEALTHIER  FUTURES. 

medical  challenges  ranging  from  the  common  cold  to  cancer,  Alzheimer's  and  AIDS.  Nearly  100  years 
ago  we  invented  a  wonder  drug  called  aspirin,  that  helped  improve  the  quality  of  life  in  the  20th 
century.  Now,  utilizing  our  expertise  and  experience,  we  plan  to  do  the  same  for  generations  to  come. 


Scott  Baird  with  his  mother,  Mary  Grace,  and  brother,  Thomas  Baird,  of  U.S.  Office's  Baird  &  Son 
"Ninety  percent  of  our  customers  don't  even  realize  we  sold  our  company." 


Mills  Morris  Arrow,  for  example, 
which  U.S.  Office  Products  acquired 
last  year,  has  had  Federal  Express  as  a 
client  for  more  than  15  years. 

Ledecky  pays  for  at  least  half  of 
almost  every  deal  with  U.S.  Office 
Products'  stock.  This  is  an  old  con- 
solidator's  game,  and  it  works  well — 
as  long  as  earnings  keep  growing  and 
the  stock  appreciates.  By  taking  stock, 
the  seller  gets  to  defer  capital  gain 
taxes,  and  he  has  a  real  incentive  to 
see  the  company  prosper.  By  buying 
with  stock,  Ledecky  keeps  his  bank- 
borrowing  to  a  minimum;  his  firm's 
debt-to-capitalization  ratio  is  41%, 
low  for  such  a  fast-growing  company. 

When  Ledecky  says  he  gives  local 
operators  autonomy,  he  means  it. 
U.S.  Office  Products  employs  11,500 
people.  Of  these,  just  15  work  at  the 
company's  headquarters,  a  small 
office  with  a  splendid  view  of  the 
U.S.  Treasury  and  the  White  House. 
The  rest  are  in  the  100-odd  business- 
es Ledecky  has  amassed.  Reports 
Baird  &  Son's  Tom  Baird:  "Ten 
months  into  our  deal,  I've  spoken 
with  [U.S.  Office  Products  President] 
Tim  Flynn  probably  four  times." 

Promoting  his  local  representatives 
in  their  markets,  Ledecky  devotes  the 


cover  and  first  four-to-eight  pages  of 
his  annual  catalog  to  photos  and 
advertisements  from  the  local  area. 
The  following  400  pages  are  a  stan- 
dardized offering  of  U.S.  Office 
Products'  supplies. 

Five  short  years  ago  Jon  Ledecky 
was  nearly  broke.  The  son  of  a  Czech 
immigrant,  he  grew  up  in  New  York 
and  then  worked  his  way  through 
Harvard  College  and  Harvard  Busi- 
ness School,  gaining  his  M.B.A.  in 
1983.  He  spent  a  few  years  working 
with  venture  capitalist  Fred  Adler.  An 
entrepreneur  at  heart,  he  left  in  1989 
to  set  up  the  Legacy  Fund,  which  was 
supposed  to  buy  minority  pieces  of 
family  businesses,  giving  the  families 
a  way  to  cash  in  some  of  their  chips. 
Legacy  won  Ledecky  an  upbeat 
writeup  in  the  Wall  Street  Journal, 
but  the  concept  never  caught  on. 
Things  got  so  bad  that  Harvard 
taught  a  case  study  on  the  Legacy 
Fund.  One  lesson:  Harvard  M.B.A.s 
can  mess  up,  too.  By  1991  Ledecky 
was  struggling  to  stay  current  on  his 
credit  card  bills. 

Then  he  got  lucky.  The  Journal 
story  had  attracted  the  attention  of 
Steelcase  Inc.  The  office  furniture 
giant  needed  help  selling  off  two  con- 


tract stationers  it  had  purchased  as 
part  of  a  bigger  deal.  Steelcase  asked 
Ledecky  to  sell  the  two  outfits.  Steel- 
case figured  one  of  the  stationers  was 
worth  around  $3  million.  Ledecky 
thought  it  was  worth  more  and 
worked  out  an  arrangement  whereby 
he  would  get  a  bonus  of  20%  of 
whatever  he  could  get  above  $6  mil- 
lion. He  then  sold  the  stationer  to 
Office  Depot  for  stock  worth  $15 
million. 

With  his  $1.8  million  bonus 
Ledecky  bought  the  second  stationer 
for  himself.  Five  months  later  he  had 
joined  with  five  small  companies  and 
taken  U.S.  Office  Products  public. 

The  danger  in  Ledecky's  kind  of 
consolidation  is  this:  If  U.S.  Office 
Products'  growth  slows,  the  stock 
will  plunge  and  future  acquisitions 
will  get  harder  and  more  expensive  to 
do.  A  vicious  spiral  sets  in. 

Ledecky  insists  there's  ample 
growth  to  support  the  company's 
high  earnings  multiple.  He  notes 
there  are  over  3,000  independent 
contract  suppliers  in  the  U.S.,  includ- 
ing 750  with  more  than  $10  million 
in  revenues.  He's  also  looking  at 
ancillary  businesses.  Recently  he  has 
begun  to  buy  up  office  furniture 
companies  and  coffee  distributors. 
Smith  Barney  analyst  Stuart  Novick 
explains  the  strategy:  "Since  they're 
buying  copier  paper  from  you,  why 
not  sell  them  coffee  filters,  too?"  And 
not  just  filters.  U.S.  Office  Products 
recently  struck  a  deal  with  Starbucks 
to  be  its  exclusive  dealer  in  corporate 
offices. 

Competitors  aren't  too  high  on  the 
newcomer.  "I  call  U.S.  Office  Prod- 
ucts a  stamp  collection,"  sniffs  Rudolf 
Huyzer,  chief  executive  of  competitor 
BT  Office  Products  International. 
"They  don't  do  anything.  The  only 
thing  they  do  is  acquire  a  company 
and  leave  them  alone." 

Note  this:  Many  of  the  conglomer- 
ators  of  the  1960s  and  1970s  used  a 
similar  approach — buy  a  business  and 
leave  the  old  guard  in  charge.  It 
rarely  worked  because  the  old  owners 
were  no  longer  real  owners,  and  since 
they  were  flush  with  stock  profits, 
they  slowed  down. 

It  could  work  this  time  because 
U.S.  Office  is  not  a  conglomerate  but 
a  lot  of  individual  companies  in  one 
line  of  business.  Bl 
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ion  Peres  came 
from  the  state  of 
Israel,  and  Frank 
Thomas  from  the  state  of 
Illinois.  Debbie  Allen  came  from 
southern  California,  David  McCullough 
from  Martha's  Vineyard  and  Paul 
Cezanne  from  the  Provence  region  of 
France.  Tom  Stoppard  came  from 
London's  West  End,  and  the  Canadian 
national  hockey  team  from  all  over 

that  great  nation  north  of   

the  border. 

What  common  attraction 
could  there  be  for  this 
seemingly  disparate  group? 
Philadelphia  in  1996! 

Former  Prime  Minister  of 
Israel  Peres  came  to  the 
birthplace  of  American 
democracy  to  accept  the 
prestigious  Philadelphia 
Liberty  Medal,  given  annu- 
ally to  a  world  champion  of 
liberty. 

Thomas,  first  baseman  for 
the  Chicago  White  Sox, 
played  in  the  Major  League 
Baseball  All-Star  Game  at 
Veterans  Stadium. 

World-renowned  dancer  and  choreogra- 
pher Allen  was  in  town  to  launch  the 
Philadelphia-based  American  Foundation 
for  the  Arts,  whose  mission  is  to  fund 
scholarships  for  children  to  pursue  their 
dreams  through  arts  education.  Pulitzer 
Prize-winning  historian  McCullough, 
fresh  off  his  seminal  work  on  President 
Truman,  came  to  do  research  for  his 
next  book  on  the  relationship  between 
Thomas  Jefferson  and  John  Adams. 

More  than  700,000  people  viewed  200 
works  by  French  impressionist  master 
Paul  Cezanne,  on  display  at  the 
Philadelphia  Museum  of  Art  from  May  30 
to  September  1.  The  exhibition  was 


made  possible  by  a  $1  million  contribu- 
tion from  Advanta,  the  Philadelphia- 
area  consumer  services  company. 
Philadelphia  was  the  only  American  stop 
for  this  collection,  which  was  previously 
on  display  only  at  the  Reunion  des 


Mayor  Edward  G.  Rendell  (left),  with 
City  Council  President  John  F.  Street 
(center)  and  Chief  of  Staff  David  L. 
Cohen,  has  dedicated  his  second  term 
to  the  retention  and  attraction  of 
business. 


Musees  Nationaux  and  the  Musee  d'Orsay 
in  Paris  and  the  Tate  Museum  in 
London. 

Stoppard,  perhaps  our  greatest  living 
playwright,  came  to  the  University  of 
Pennsylvania  to  give  a  series  of  lectures 
on  the  art  of  playwriting.  The  Canadian 
national  hockey  team,  composed  of  the 
Canadian  players  in  the  National 
Hockey  League,  came  to  play  American 


NHL  stars  in  the  World  Cup  in  a 
event  that  marked  the  grand 
opening  of  the  CoreStates 
Center,  a  $212-million,  state-of- 
the-art  arena  that  is  the  new 
home  of  the  NBA  76ers  and  the  NHL 
Flyers,  as  well  as  the  potential  site  of 
the  Democratic  and  Republican 
National  Conventions  in  2000. 

These  remarkable  individuals  all  came  t 
the  city  of  Philadelphia  in  1996,  drawn  b 
its  immutable  traditions  and 
reverence  for  Uberty,  athlet- 
ics, academia  and  the  arts 
that,  since  the  city  was 
founded  in  1682  by  WilUam 
Penn,  have  lured  visitors  by 
the  hundreds  of  millions. 

After  all,  Philadelphia  is 
home  to  such  historical 
venues  as  Independence 
Hall,  where  the  Founding 
Fathers  signed  the 
Declaration  of  Independence 
220  Julys  ago  and  where 
the  Constitutional 
Convention  met  and  pro- 
duced the  document  that 
became  the  United  States 
Constitution  in  1787.  In  Philadelphia, 
sports  lovers  can  observe  competitions 
in  all  four  major  professional  sports  cat- 
egories, and  a  host  of  college  and  high 
school  teams  —  including  the  greatest 
array  of  college  basketball  programs  in 
the  U.S.  This  great  city  also  is  enriched 
by  the  region's  88  colleges  and  universi- 
ties, as  well  as  by  some  of  the  world's 
most  prestigious  arts  and  cultural 
institutions. 

Added  to  all  that,  visitors  to 
Philadelphia  can  see  that  the  city  has 
enjoyed  an  exciting  rebirth  of  its  own  in 
the  past  five  years  that  is  fostered  by  a 
vibrant  and  diverse  corporate  commu- 
nity and  a  pro-business  government,  all 


On  the  cover:  They  came  to  Philadelphia  from  all  over  the  world.  Clockwise  from  top  left:  Bob  Reid,  president  of  the  aptly  named 
First  Union  Bank,  from  North  Carolina;  Founding  Father  Benjamin  Franklin,  from  Boston;  1996  Philadelphia  Liberty  Medal  recipient 
Shimon  Peres,  from  Israel;  actor  and  choreographer  Debbie  Allen,  chairman  of  the  American  Foundation  for  the  Arts,  from  southern 
California;  chef  Georges  Perrier,  owner  of  Le  Bec-Fin  and  Brasserie  Perrier,  from  Lyons,  France;  Paul  Cezanne,  from  the  Provence 
region  of  France;  and  Ed  Snider,  in  front  of  his  CoreStates  Center,  whose  road  to  completion  was  long  and  winding. 


This  great  city  is  enriched  by  some  of  the 

^  world's  most  prestigious  arts  and  cultural  institutions. 


A    D  V 
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setting  Philadelphia  on  a  course 
for  greatness.  They  can  now 
understand  why,  for  visitors  and 
businesses  alike,  All  Roads  Lead  to 
Philadelphia. 

They  join  recently  arrived  businesses 
like: 

■  North  Carolina-based  First  Union 
Corp.,  the  nation's  sixth-largest  com- 
mercial bank,  with  assets  of  nearly  $140 
billion.  By  virtue  of  its  recent  acquisi- 
tion of  First  Fidelity  Bank,  First  Union 
has  secured  a 

major  stake  in  the 
region; 

■  Pittsburgh-based 
Allegheny  Health, 
Education  and 
Research 
Foundation,  the 
largest  health 
system  in  the 
Philadelphia  region 
as  of  August  1996, 
when  it  added 
Graduate  Health 
System's  five  hos- 
pitals to  its  exist- 
ing five,  including 
Hahnemann 
University  Hospital 
and  Medical  College 
of  Pennsylvania; 

■  Amoco,  the  Chicago-based  refining 
company,  which  in  1996  entered  the 
Philadelphia  market  with  a  series  of 
"Split  Second"  convenience  stores;  and 

■  Medical  Broadcasting  Company,  a 
swiftly  growing  firm  that  specializes  in 
strategic  planning  and  new  media  for 
the  health  care  industry. 

In  addition,  hard  work  by  Pennsylvania 
Governor  Tom  Ridge  and  Philadelphia 
Mayor  Edward  G.  Rendell  retained  the 
local  front-office  base  —  with  its  1,300 
jobs  —  of  Pittsburgh-based  PNC  Bank 
Corp.,  Pennsylvania's  largest  and  the 
nation's  13th-largest  bank,  with  assets 


Roads 

lead, 


I 


n  / 
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of  $73  billion;  as  well  as  the 
Philadelphia  headquarters  of  Crown; 
Cork  &  Seal,  the  world's  largest  packag- 
ing company,,  which  recently  acquired 
France's  Carnaud  Metal  Box  and  has  rev- 
enues of  $10  billion  and  550  local  jobs. 
Mayor  Rendell  has  dedicated  his  second 


Rebecca  Rimel,  President  of  the  Pew 
Charitable  Trusts,  and  (left  to  right) 
Mayor  Edward  G.  Rendell,  Governor 
Tom  Ridge  and  Tom  Donovan,  former 

CHAIRMAN  OF  MELLON/PSFS. 


mayoral  term  to  the  retention  and  attrac- 
tion of  business.  "Give  me  75,000  jobs, 
and  I  guarantee  you  that  90%  of 
Philadelphia's  problems  —  problems  that 
are  shared  by  all  major  cities  —  would 
disappear,"  Rendell  says.  The  mayor 
spends  approximately  80%  of  his  time 
on  job  retention  and  attraction,  and  his 
economic  development  team  has  been 
charged  with  persuading  the  business 


world  that  "All  Roads  Lead  to 
Philadelphia"  is  more  than  just  a 
slogan. 

Mayor  Rendell  has  forged  a  strong 
bond  with  President  Bill  Clinton 
and  Housing  and  Urban  Development 
Secretary  Henry  Cisneros,  resulting  in  the 
creation  of  two  Federal  Empowerment 
Zones  in  the  Philadelphia  area.  Businesses 
that  locate  in  these  Empowerment  Zones 
are  eligible  for  significant  financial  incen- 
tives. 


"Liberty  is  not  a 
neutral  concept. 
It  is  a  declaration 
of  war  against  the 
basic  instincts, 
not  only  in  the 
hearts  of  others, 
but  in  our  hearts 
as  well ..." 

So  said  Peres  as 
he  accepted  the 
Liberty  Medal  on 
July  4,  1996  in 
front  of 

Independence  Hall 
in  Old  City 
Philadelphia.  He 
was  speaking  of  his 
own  nation's  48- 
year  struggle  for  survival  as  a  democra- 
cy, but  his  speech  recalled  words  from 
the  Declaration  of  Independence  that 
are  emblazoned  in  America's  heart:  "We 
hold  these  truths  to  be  self-evident, 
that  all  men  are  created  equal,  that 
they  are  endowed  by  their  Creator  with 
certain  inalienable  Rights,  that  among 
these  are  Life,  Liberty  and  the  pursuit  of 
Happiness." 

This  year,  Jordan's  King  Hussein  was 
corecipient  of  the  Liberty  Medal  with 
Peres,  but  he  was  unable  to  attend  the 
ceremony.  The  two  men  join  the  list  of 
former  recipients  that  includes  such 
champions  of  liberty  as  Japan's  Sadako 


Remarkable  individuals  came  to  the  city  of 

Philadelphia  in  1996,  drawn  by  its  immutable  traditions 
and  reverence  for  liberty,  athletics,  academia  and  the  arts. 


Your  enterprise  software  should  be 
flexible  enough  to  wrap  itself  around  you. 
Not  the  other  way  around. 


In  the  words  of  Advanced  Manufacturing  Research,  industries.  3^And  ADAGE  is  designed  to  take 

"ADAGE™  is  the  most  business  process-oriented  ERP  advantage  of  new  best  practices  and  processes  as 

system  we  have  ever  seen    S^Thafs  because  SCT's  your  business  changes.  ^Don't  get  tied  up  by  a 

ADAGE  is  the  only  Enterprise  Resource  Planning  (ERP)  rigid  ERP  system.  Arrange  for  a  demonstration 

software  configured  around  the  essential  business  of  ADAGE  by  calling 

processes  of  the  manufacturing  and  distribution  I-800-SCT-7797  today. 
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SYSTEMS  &  COMPUTER  TECHNOLOGY  CORP.  4  COUNTRY  VIEW  ROAD,  MALVERN,  PA 


ADAGE  is  a  trademark  and  SCT  is  a  registered  trademark  of  Systems  &  Computer  Technology  Corporation. 
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Ogata  in  1995,  Czech  Republic 
President  Vaclav  Havel  in  1994, 
South  Africa's  Nelson  Mandela  and 
F.  W.  de  Klerk  in  1993,  retired 
Supreme  Court  Justice  Thurgood 
Marshall  in  1992,  Costa  Rica  President 
Oscar  Arias  and  Doctors  Without  Borders 
in  1991,  former  U.S.  President  Jimmy 
Carter  in  1990  and  Poland's  Lech  Walesa 
in  1989. 

The  Liberty  Medal  is  the  highlight  of 
the  city's  annual  ten-day  Independence 
Day  celebration,  called  Sunoco  V/elcome 
America!,  which  Mayor  Rendell  inaugu- 
rated in  1993.  The  award  was  estab- 
lished by  We  the  People  2000  and  is 
funded  by  the  Unisys  Corp.  The  primary 
sponsor  of  the  celebration  is  the  Sun 
Co.,  the  nation's  largest  independent 
refiner-marketer,  which  has  been  a 
major  player  in  the  Philadelphia  corpo- 
rate community  for  more  than  90  years. 

In  1996  Sunoco  Welcome  America! 
comprised  55  free  events,  including 
parades,  concerts  and  a  gathering  to 
assemble  the  world's  largest  hoagie.  This 
year's  celebration  was  extended  to 
include  the  Pinnacle  Fan  Fest  and  the 
Major  League  Baseball  All-Star  Game. 

In  his  speech  at  the  Liberty  Medal 
celebration,  Mayor  Rendell  described 
the  honorees,  Peres  and  King  Hussein: 
"Each  of  these  men  has  the  quality 
that  President  Kennedy  used  to  define 
courage:  'grace  under  pressure.'  And 
each  of  these  men  has  the  vision  and 
foresight  to  almost  single-handedly 
achieve  the  cause  they  have  been 
fighting  for  since  the  early  1950s: 
peace  in  the  Middle  East." 

The  spirit  of  the  Liberty  Medal 
embodies  the  spirit  of  Philadelphia  and 
its  region,  which  includes  Bucks, 
Chester,  Delaware  and  Montgomery 
counties  in  Pennsylvania,  and 
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cester,  Camden  and  Burlington 
counties  in  New  Jersey.  The  spirit  of 
hard  work,  fair  play,  thrift,  entrepre- 
neurship,  volunteerism  and  brother- 
hood is  the  hallmark  of  Philadelphia 
—  the  City  of  Brotherly  Love  —  and 


Sunoco  Welcome  America!  is 
Philadelphia's  annual  ten-day 
Independence  Day  celebration,  which 
"Ben  Franklin"  is  happy  about. 

the  region.  But  it  is  the  dedication  to 
and  reverence  for  democracy  that 
defines  Philadelphia  in  a  manner  that 
is  unique  to  American  life. 

"Those  of  us  who  were  born  and 
raised  in  the  U.S.  are  sometimes  blase 
about  the  meaning  of  democracy.  But 


any  time  and  in  any  place  in 
the  rest  of  the  world  when 
democracy  is  at  risk  or  is  being 
celebrated,  the  U.S.  is  the 
model,"  said  journalist  and 
author  Tom  Wolfe  in  a  speech  to  the 
American  Society  of  Newspaper  Editors 
in  1990. 

He  continued,  "When  the  uprising  at 
Tianamen  Square  occurred  in  China  in 
June  1989,  the  young  people  that  held 
the  Square  throughout  the  night  sent 
out  for  symbols  of  democracy.  They 
didn't  call  for  Joan  of  Arc.  They  wanted 
Lady  Liberty  [the  Statue  of  Liberty]  and 
the  Liberty  Bell.  When  the  Berlin  Wall 
fell  in  November  1989,  the  East  Germans 
were  not  singing  'God  Save  The  Queen' 
or  calling  for  British  flags.  They  were 
singing  American  songs  and  waving 
American  flags. 

"Francis  Fukuyama  has  suggested  in 
his  book  The  End  of  History  that  now 
that  communism  has  failed,  the  rest  of 
history  will  simply  be  reruns,  so  America 
should  capitalize  on  its  heritage.  The 
rest  of  the  world  is  looking  to  us." 
^    Indeed  much  of  the  nation  is  looking 
s  to  Philadelphia  these  days,  thanks  to 
■I  the  efforts  of  area  companies,  like 
I  Unisys  Corp.,  that  enrich  the  city  in 
e  many  ways.  Unisys  Corp.,  the  hinder  of 
the  Liberty  Medal,  is  an  information 
management  firm  based  in  Blue  Bell, 
Pa.,  a  suburb  of  Philadelphia.  The 
company  had  more  than  $6.4  billion  in 
revenue  in  1995  and  supports  several 
Philadelphia  cultural  activities  and 
programs. 

Unisys  is  a  founding  member  of  the 
Avenue  of  the  Arts,  a  $330  million  pro- 
ject that  will  turn  approximately  three 
miles  of  north  and  south  Broad  Street 
—  the  longest  and  most  central  street 
in  Philadelphia  —  into  a  boulevard 


Visitors  to  Philadelphia  can  see  that  the  city  has  enjoyed 

an  exciting  rebirth  of  its  own  in  the  past  five  years 
that  is  fostered  by  a  vibrant  and  diverse  corporate 

community  and  a  pro-business  government,  all  setting 
Philadelphia  on  a  course  for  greatness. 


A  part  of  Philadelphia  history  everyone  recognizes. 


Sunoco  has  been  part  of  Philadelphia's  history  for  a  long,  long  time.  The  city  provided  us  with  a 
climate  and  spirit  that  helped  us  grow  into  one  of  the  most  recognized  names  in  our  industry. 
It's  a  city  we  firmly  believe  will  always  keep  us  just  ahead. 


5UNQC0 

Just  ahead: 


He'  S  almost  as 

proud  that  we're 
in  Philadelphia 


mr 


as  we  are. 


As  mayor  of  Philadelphia,  I  have  a  lot  to  be 
proud  of,"  says  Ed  Rendell.  "But  I'm  particularly 


Software  ^r°CeSS  ^ac*  t^at  *n  ^91,  SAP  chose  the  Philadelphia  region 

as  the  location  of  their  North  American  headquarters. 

'As  the  world's  largest  business  applications  software 
company,  they  could  have  picked  any  community. 
The  fact  that  they  didn't  is  a  testament  to  the  business 
vitality  and  quality  of  life  we  enjoy  in  our  area. 

"SAP  has  grown  to  employ  over  500  local  people, 
and  has  created  many  more  jobs  in  businesses  that 
help  support  SAP's  operations. 

"This  year,  SAP  attracted  10,000  influential 
business  decision-makers  from  around  the  world  to 
Philadelphia  for  SAPPHIRE  '96,  the  annual  SAP 
customer  conference.  That  was  good  news  for  our 
downtown  economy  in  the  short-term,  and  has 
given  us  the  chance  to  make  impressions  that  could 
result  in  long-term  benefits,  as  well. 

"I'm  proud  that  SAP  is  part  of  the  Philadelphia 
business  community.  And  proud  that  they  chose  our 
city  as  the  site  of  such  an  important  convention." 

Thank  you,  Mayor  Rendell.  And  thank 
you,  Philadelphia. 


Freedom  toThink 

SAPPHIRE'96 


THE    SAP   CONVENTION  •  PHILADELPHIA 


dedicated  to  music,  dance,  jazz, 
arts  education  and  theater. 

"The  success  of  Unisys  is  greatly 
tied  to  the  success  of  the  city," 
says  Unisys  CEO  James  Unruh. 
"That  is  why  we  are  a  founding  member 
of  Avenue  of  the  Arts,  and  why  the 
company  and  I  have  played  such  a  lead- 
ership role  in  the  Liberty  Medal. 

"When  I  stand  on  the  podium  with 
Nelson  Mandela  and  F.  W.  de  Klerk, 
Vaclav  Havel  or  Shimon  Peres,  I  am 
very  proud  because  I  feel  that 
Philadelphia's  profile  has  been 
greatly  elevated.  Our  role  in  the 
Liberty  Medal  program  is  also  a 
good  fit  for  Unisys  because  we  are  a 
global  company." 

It  is  not  mere  hyperbole  to  say,  as 
Mayor  Rendell  is  wont  to,  that 
"Philadelphia  has  more  history  than 
the  next  ten  American  cities  com- 
bined." Witness  the  countless  homes 
and  institutional  buildings  that  were 
inhabited  by  our  Founding  Fathers  and 
are  still  in  use  or  on  display  today. 
These  include  Independence  Hall,  the 
First  Bank,  the  Second  Bank,  the 
Betsy  Ross  House,  home  of  America's 
"First  Seamstress,"  Carpenters'  Hall, 
site  of  the  First  Continental  Congress, 
and  many  others. 

The  city's  rich  history  led  Mayor 
Rendell  to  form  Historic  Philadelphia, 
Inc.,  a  nonprofit  organization  that  aims 
to  market  the  city's  history  with  strate- 
gies that  historic  cities  like  Williamsburg 
and  Monticello,  Va.,  and  Boston  have 
employed. 

"Even  cities  whose  history  dates  to  the 
1920s  are  claiming  historical  importance 
because  they  know  that  history  is  good 
for  the  soul,  and  it's  good  for  business," 
says  Karen  Butler,  executive  director  of 
Historic  Philadelphia,  Inc.  "We  in 
Philadelphia  have  so  much  history  that 
has  affected  the  U.S.  and  the  world  that 


people  are  drawn  here  naturally.  And 
that's  why  we  have  always  attracted  the 
most  exceptional  people  like  Franklin, 


a  visual  from  revolution!,  a  stunning 
sound  and  light  presentation  that  will 
be  projected  on  carpenters'  hall, 
Independence  Hall  (above)  and  other 
historic  Philadelphia  buildings. 

Jefferson  and  Adams,  and  the  nation's 
and  the  world's  top  scientists,  educators 
and  businesspeople.  We  have  the  history 
that  people  care  about. 

"So  much  of  what  we  have  is  well- 
known,  but  much  of  the  important 
history  that  has  occurred  in 
Philadelphia  is  not  so  well-known.  For 
instance,  Mother  Bethel  Church  at  6th 
and  Lombard  Streets  is  where  the  abo- 


litionist movement  began,  and 
where  the  local  black  commu- 
nity flourished.  We  would  like 
to  persuade  people  to  revisit 
our  history  in  a  new  way." 
One  of  those  ways  is  a  state-of-the-art 
three-dimensional  audiovisual  show 
called  Revolution!,  a  sound  and  light 
experience  in  which  a  stunning 
visual  presentation  will  be  projectec 
on  such  historic  buildings  as 
Carpenters'  Hall,  where  the  first 
clandestine  meetings  against  the 
British  Crown  occurred;  Alexander 
Hamilton's  Second  Bank  of  the 
United  States;  and,  of  course, 
Independence  Hall. 

"This  celebration  of  our  common 
heritage  takes  place  on  the  stage 
of  the  New  Philadelphia,"  Mayor 
Rendell  wrote  in  a  letter  to 
prospective  sponsors  of  this  $10 
million  project,  "a  city  proudly 
taking  its  place  as  one  of  the  pre- 
mier tourist  destinations  in 
the  U.S." 

Two  other  important  new  initia- 
tives relating  to  Philadelphia's  his 
tory  are: 

■  The  National  Constitution 
Center,  chartered  by  Congress  and 
scheduled  to  open  September  17, 
2000,  on  the  213th  anniversary  of  the 
signing  of  the  Constitution,  as  a  trib- 
ute to  this  document  that  has  been 
the  model  for  democracies  the  world 
over,  and 

■  A  unique  public-private  partnership 
among  the  City  of  Philadelphia,  the 
Commonwealth  of  Pennsylvania  and  the 
Pew  Charitable  Trusts  that  will  dedicate 
$12  million  to  the  marketing  of  the 
city  and  the  region  over  the  next  three 
years.  The  Greater  Philadelphia  Tourism 
Marketing  Corp.,  chaired  by  former 
Mellon/PSFS  Chairman  Tom  Donovan, 
will  oversee  this  effort. 


The  city's  rich  tflstory  led  Mayor  Rendell  to  form 

Historic  Philadelphia,  Inc.,  a  nonprofit  organization 
that  aims  to  mark^||tif  city's  history. 


We,  too,  are  known  for  sparking  the  development 


of  technology  in  Philadelphia. 


Apparently,  lightning  can  strike  the  same  place 
twice.  It's  here  in  Philadelphia,  where  Benjamin  Franklin 
first  brought  electricity  to  the  attention  of  the  eighteenth 
century,  that  Unisys  brought  the  first  computer  to  the 
business  of  the  twentieth. 

Today,  with  50,000  customers  in  some  100 
countries,  Unisys  is  a  leader  at  generating  information 
solutions  for  business  and  government  around  the 
world— and  a  leader  at  generating  high-tech  assets  for  the 
Delaware  Valley. 

As  one  of  the  largest  enterprises  in  greater 


Philadelphia,  we  not  only  make  our  corporate  home  in  the 
area,  we  also  operate  a  major  center  for  development  and 
technology. 

Your  neighbors,  the  dedicated  people  of  Unisys, 
are  delivering  on  the  promise  of  information  management- 
using  information  as  an  asset  to  make  organizations  more 
competitive  and  responsive.  And  we're  committed  to 
helping  Philadelphia  build  on  a  heritage  of  technological 
leadership  and  innovation. 

Somehow,  we  believe  Mr.  Franklin  would  not  be 
shocked  by  these  high-powered  developments. 

http://www.unisys.com 


UNISYS 


When  information  is  everything. 
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NATION'S  SPORTS 
CAPITAL 

Many  great  American  cities  claim  s# 
to  be  the  nation's  sports  capital. 
Philadelphia  can  not  only  support  that 
boast,  but  also  brag  of  its  combination 
of  today's  athletic  greats  and  yesterday's 
sports  legends  in  typical  Philadelphia 
fashion. 

The  whole  sports 
world  was  watching 
Frank  Thomas  and 
the  other  American 
League  All-Stars  take 
the  field  at  Veterans 
Stadium  the  evening 
of  July  9  in  the 
1996  Major  League 
Baseball  All-Star 
Game.  To  the  citi- 
zens of  the 
Philadelphia  region, 
it  seemed  as  if  the 
whole  sports  world 
had  come  to  town  to 
attend  the  All-Star 
Game  and  the 
accompanying 
Pinnacle  All-Star  Fan 
Fest.  Young  and  old 
baseball  fans  alike 

flocked  to  the  five-day  jamboree  of  real- 
ity, virtual  reality  and  nostalgia  that 
was  housed  in  the  Pennsylvania 
Convention  Center.  Crowd  estimates 
placed  the  record  attendance  at  more 
than  100,000. 

Philadelphia's  sporting  heritage  is  as 
rich  as  any  American  city's,  claiming 
such  modern  greats  as  the  Eagles'  Reggie 
White,  the  76ers'  Julius  Erving,  the 
Phillies'  Mike  Schmidt  and  the  Flyers' 
Bobby  Clark  as  well  as  legends  like  Steve 
Van  Buren  and  Chuck  Bednarik,  Tom 
Gola  and  Wilt  Chamberlain,  Robin 
Roberts  and  Richie  Ashburn. 

Even  the  city's  professional  and  ama- 
teur sports  teams  have  nicknames  that 
are  historically  appropriate.  Consider 


Roads 
Lead 


a    t    m    l   a  i 


the  basketball  team  that  moved  from 
Syracuse  in  1963  to  replace  the 
westward-bound  Warriors.  In 
Philadelphia,  they  became  the  76ers. 


Ralph  Roberts  (left)  and  son  Brian, 
Comcast's  chairman  and  president, 
respectively,  have  become  players  in 
Philadelphia's  sport  business. 

Or  the  name  of  the  city's  NFL  team, 
which  was  founded  in  1933.  They  were 
named  the  Eagles,  after  the  official  bird 
of  the  U.S.  The  University  of 
Pennsylvania  Quakers  were  named  after 
Philadelphia's  most  prominent  religious 
sect  in  the  mid- 18th  century,  when  the 
University  was  founded. 

But  do  not  get  the  impression  that  the 
city's  sporting  scene  is  stuck  in  the  past. 
On  August  31,  1996,  the  World  Cup 
opened  the  new  CoreStates  Center,  the 
most  modern  indoor  sporting  arena  in 
the  world.  The  facility  was  built  by  Ed 


Snider,  a  Founding  Father  of 
Philadelphia  sports,  and  named 
for  CoreStates  Bank,  its  sponsor, 
which  is  the  linear  descendant  of 
the  nation's  first  bank  —  the 
Bank  of  North  America,  founded  in  1781. 

The  CoreStates  Center,  home  of  the 
Flyers  and  Sixers,  and  the  29-year-old 
CoreStates  Spectrum  are  among  the  two 
most  modern  arenas 
serving  the  sporting 
public  in  any 
American  city.  And 
the  two  facilities  are 
located  across 
Pattison  Avenue, 
just  east  of  Broad 
Street  in  South 
Philadelphia,  near 
Veterans  Stadium, 
home  of  the  Phillies 
and  Eagles,  which 
gives  that  section  of 
the  city  the  greatest 
concentration  of 
professional  teams 
and  facilities  of  any 
city  in  the  world. 

The  year  1996  is  a 
banner  year  for 
another  important 
reason.  In  March, 
Harold  Katz  sold  the  76ers,  which  he 
had  owned  since  1981,  to  a  new 
company  —  Comcast  Spectacor.  The 
transaction  put  the  Sixers  and  Flyers 
under  Comcast's  management  umbrella, 
joining  the  CoreStates  Center  and  the 
CoreStates  Spectrum.  Philadelphia-based 
Comcast  is  the  fourth-largest  cable 
operator  in  the  U.S.,  with  cable 
television  holdings  in  18  states,  major- 
ity ownership  of  QVC  and  minority 
interest  in  the  Golf  Channel,  Viewer's 
Choice  and  E!  Entertainment  Television, 
among  others.  Snider's  Spectacor 
operates  sports  facilities  all  over  the 
U.S.  and  England.  The  deal  cost 
Comcast  $500  million  in  cash  and 
assumption  of  debt,  and  is  the  perfect 


The  city  combines  the  best  of  today's  athletic  greats  and 

yesterday's  sports  legends  in  typical  Philadelphia  fashion. 


We're  always  happy  when  an  investment 
shows  this  kind  of  return. 


It  isn't  just  a  graph.  You  can  see  it  on  people's 
faces.  Philadelphia  is  growing  stronger  every  day. 
And  PNC  Bank  is  proud  to  be  playing  a  part. 
We've  invested  our  strength,  resources  and 
technology  in  the  city  where  we  have  roots  that 
go  back  150  years. 

However,  you  don't  need  to  search  that  far  to 
find  PNC  Bank's  commitment  to  the  region.  For 
instance,  1995  marked  our  acquisition  of 
Midlantic  Bank  and  most  of  Chemical  Bank's 
Central  and  Southern  New  Jersey  franchise. 
These  moves  helped  make  PNC  Bank 
Philadelphia's  second  largest  bank  and  New 
jersey's  third.  Not  to  mention  the  12th  largest 
bank  in  the  nation. 

PNC  Bank's  commitment  to  Philadelphia 


Equal  Housing  lender 


reaches  farther  than  acquisitions,  though. 
We're  establishing  our  regional  headquarters  in 
the  newly  renamed  PNC  Bank  Center  at  1600 
Market  Street  in  Center  City.  And  soon  our 
Eastern  Regional  Operations  Center  will  find  a 
home  at  a  new  facility  to  be  built  in  Southwest 
Philadelphia.  But  perhaps  our  most  important 
commitment  is  to  the  community.  A  commitment 
you  can  measure  by  our  support  of  the  city's 
cultural  institutions  and  performing  arts,  our 
efforts  to  improve  neighborhoods  and  enhance 
economic  development  opportunities,  and  our 
major  commitment  to  Philadelphia's  public  schools. 

It's  a  commitment  that's  personal,  not  just 
financial.  Because  at  PNC  Bank,  we  have  a  large 
stake  in  Philadelphia's  future. 

PNC BANK 

® 

Where  Performance  Counts 

Member  IDIC 
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marriage  of  sports  content  owner- 
ship —  the  Flyers  and  76ers  along 
with  the  buildings  they  play  in  — 
consolidated  with  cable  company 
ownership  that  is  the  wave  of  the 
500-channel  future. 

"I'm  extremely  proud  of  the  CoreStates 
Center,"  says  Snider,  who  persevered 
through  six  years  of  on-again,  off-again 
negotiations  to  literally  get  the 
CoreStates  Center  off  the  ground. 
"It's  not  only  state-of-the-art,  it 
defines  state-of-the-art.  We  had  a 
group  of  observers  here  from  the 
Australian  Olympic  Committee 
[Sydney  is  the  site  of  the  2000 
Summer  Games],  and  they  told  us 
the  CoreStates  Center  is  the  best 
building  they  have  seen  in  all  the 
world!" 

Snider  is  also  excited  about  the 
close  proximity  of  the  CoreStates 
Center  to  the  CoreStates  Spectrum, 
and  his  new  relationship  with 
Comcast.  "We  have  been  working  on 
our  own  and  with  Ronnie  Rubin  [a 
noted  Philadelphia  developer]  on 
plans  for  an  entertainment  and  retail 
complex  between  the  two  buildings 
that  will  include  movies,  shops, 
restaurants  and  an  ice  rink,"  Snider 
says.  "We  also  have  enough  room  to  do 
a  hotel  and  an  office  building. 

"The  Comcast  deal  was  perfect  for  us, 
especially  because  it  puts  us  in  business 
with  such  a  great  company  and  two 
great  businessmen,  Ralph  and  Brian 
Roberts  [Comcast's  chairman  and  presi- 
dent, respectively]." 

AVENUE  OF  THE  ARTS 

No  one  better  typifies  the  confluence 
of  wit,  political  bite  and  soul  than  a 
former  journalist  who  was  born  in 
Czechoslovakia,  has  lived  in  Singapore, 
India  and  Great  Britain,  and  has  dazzled 
theater-goers  for  the  past  30  years  on 
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the  high-wire  nexus  of  art,  politics  and 
social  commentary. 

When  Tom  Stoppard  first  heard  that 
the  University  of  Pennsylvania  had 
ordered  3,000  copies  of  his  play 


Chef  and  restaurateur  Tony  Clark  at 
his  eponymous  restaurant,  located  at 
Broad  and  Sansom  Streets. 

Arcadia,  he  wrote  in  a  letter  to  the 
University,  "I  don't  know  what  you're 
doing  there  at  the  University  of 
Pennsylvania,  but  you're  on  the  right 
track."  The  order  was  so  large  that  his 
publisher,  Faber  and  Faber,  made  up 
another  printing. 

His  letter  led  to  an  invitation  for 
Stoppard  to  come  to  Penn.  He  accepted 
and  visited  the  University  in  February 
1996,  making  16  stops  at  classes,  a 
Q-and-A  session  at  a  dormitory,  and  a 
dinner  with  seniors,  to  talk  about  the 


play  he  was  writing. 

If  he  had  cared  to,  Stoppard 
could  have  seen  a  production  of 
his  1982  Tony  Award-winning 
play  The  Real  Thing,  which  was 
being  mounted  at  Philadelphia's  Arden 
Theater.  Or  he  could  return  in  December 
1996,  when  the  Wilma  Theater  will 
interpret  Arcadia.  In  either  case, 
Stoppard  would  be  impressed  that,  in 
the  world  of  arts  and  culture,  all 
roads  lead  to  Philadelphia. 

In  the  arts  world,  the  main  road  in 
Philadelphia  is  Avenue  of  the  Arts,  a 
three-mile  stretch  of  north  and 
south  Broad  Street.  Located  on 
Avenue  of  the  Arts  is  the  new  Wilma 
Theater,  which  opened  this  fall,  and 
such  diverse  facilities  as  the  Freedom 
Theater;  the  Pennsylvania  Academy 
of  the  Fine  Arts;  University  of  the 
Arts;  the  Academy  of  Music,  home  to 
the  world-renowned  Philadelphia 
Orchestra;  the  Merriam  Theater;  the 
Philadelphia  Arts  Bank;  the 
Firehouse  Arts  Center;  the  Clef  Club 
for  jazz;  and  the  Pennsylvania  Ballet. 
Soon  to  join  this  stellar  group  will  be 
the  High  School  for  the  Creative  and 
Performing  Arts,  on  the  grand  site  of 
the  Ridgeway  Library,  and  a  new  per- 
forming arts  center  that  will  be  the 
future  home  of  the  Philadelphia 
Orchestra.  Also,  the  140-year-old 
Academy  of  Music  will  be  renovated  for 
dance,  opera,  ballet  and  Broadway-type 
theater  productions. 

Recently,  Avenue  of  the  Arts  became 
the  home  of  two  very  popular  spots: 
Tony  Clark's,  an  upscale,  New  York-style 
restaurant  and  bar,  with  a  downstairs 
entertainment  room,  located  at  Broad 
and  Sansom  Streets;  and  Zanzibar  Blue, 
perhaps  the  city's  most  popular  jazz 
spot,  which  recently  moved  into  a  spa- 
cious room  downstairs  at  the  Bellevue, 
on  the  corner  of  Broad  and  Walnut 
Streets. 


A  $330  million  project  will  turn  approximately  three 

miles  of  north  and  south  Broad  Street  into  a  boulevard 
dedicated  to  music,  dance,  jazz,  theater  and  arts  education. 


And  well  get  it/ 
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there  on  time. 


Why  not...  we  ship  everywhere! 

•  Largest  number  of  flights  daily  - 
domestic  and  international. 

•  Ground  network  reaching  every  community  in  the 
United  States  and  Canada. 

•  Ocean  vessels  to  every  port  throughout  the  world. 

•  Best  on  time  performance  rating. 

•  Most  quality  performance  awards. 

When  Major  League  Baseball  expands  to  Mars, 
we'll  be  at  every  game. 

•  420,000  shipments  for  the  National  and 
American  Leagues  in  the  last  10  years. 

•  99.9999%  on  time  delivery. 
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The  Palm  and  Ruth's  Chris 
Steak  House,  two  prestigious, 
nationally  known  steak  houses, 
are  well-established  attractions  S 
on  Broad  Street.  Around  the  cor- 
ner on  the  1500  block  of  Walnut 
Street  are  the  nationally  recognized 
Striped  Bass  and  Susannah  Foo,  as 
well  as  Le  Bee-Fin,  owned  by  chef 
Georges  Perrier,  who  will 
open  a  new  bistro, 
Brasserie  Perrier,  on  the 
1600  block  of  Walnut 
Street  in  December  1996. 

"The  new  restaurants  and 
clubs  that  are  coming  to 
the  Avenue  are  infusing  it 
with  excitement,"  says  Ellen 
Solms,  executive  director  of 
Avenue  of  the  Arts,  Inc., 
the  nonprofit  organization 
that  has  shepherded  the 
project  since  its  inception 
in  1993.  Fourteen 
Philadelphia-area  corpora- 
tions are  founding  members 
of  Avenue  of  the  Arts,  Inc., 
and  have  invested  $1  mil- 
lion in  the  project:  Elf 
Atochem  North  America, 
Inc.;  First  Union  Corp.; 
Sun  Company,  Inc.; 
Independence  Blue  Cross; 
Mellon/PSFS;  CONRAIL; 
Philadelphia  Newspapers, 
Inc.;  CoreStates  Financial  Group; 
ARAMARK;  PECO  Energy;  PNC  Bank; 
Unisys  Corp.;  Bell  Atlantic-Pennsylvania; 
and  SmithKline  Beecham. 

Approximately  40%  of  the  project's 
$330  million  cost  will  come  from  public 
money,  and  the  remaining  60%  will  come 
from  individuals  —  like  Jones  of  New 
York's  Sidney  Kimmel  and  Ambassador 
Walter  Annenberg  —  as  well  as  corpora- 
tions and  foundations. 


"All  but  one  of  the  projects  on  the 
Avenue  are  completed  or  under  con- 
struction," Solms  says,  referring  to  the 
Regional  Performing  Arts  Center,  which, 


The  Striped  Bass  was  named  by  Esquire 
magazine  as  the  nation's  best  new 
restaurant  of  1994. 


thanks  to  a  $13  million  grant  by  Bell 
Atlantic  Corp.,  will  soon  begin  con- 
struction. The  Center  will  have  a  2,500- 
seat  concert  hall  for  the  Philadelphia 
Orchestra,  and  a  500-  to  1,200-seat  hall 
for  the  Pennsylvania  Ballet,  the  Opera 
Company  of  Philadelphia,  the 


Philadelphia  Dance  Co.,  the 
Chamber  Music  Society  and 
Concerto  Soloists. 

The  Academy  of  Music  has  been 
undergoing  a  gradual,  off-season 
renovation  that  will  ultimately  cost  $30 
million  and  result  in  new  sound,  lighting 
and  HVAC  systems,  and  an  upgrading  of 
the  public  spaces,  while  nearly  maintain- 
ing its  2,900-seat  capacity.  I 
One  of  the  most  important! 
components  of  Avenue  of 
the  Arts  has  been  the 
recently  completed  $15  mil- 
lion streetscape  stretching 
from  City  Hall,  south  nine- 
tenths  of  a  mile  to 
Washington  Avenue.  The 
streetscape  includes  new 
sidewalks,  planting,  lighting 
and  public  art,  and  bells 
that  will  be  electronically 
coordinated  to  ring  and 
play  music. 

"Avenue  of  the  Arts  is  start- 
ing to  look  like  the  vision 
Mayor  Rendell  had  for  it  four 
years  ago,"  Solms  says,  "an 
elegant  boulevard  on  which 
Philadelphians  and  out-of- 
towners  can  eat  and  drink 
and  indulge  their  passion  for 
the  arts  and  shopping." 

And  on  Sunday,  October  6, 
1996,  the  Avenue  was 
closed  to  traffic  from  City  Hall  south  to 
Fitzwater  Street  for  a  CoreStates  Bank- 
sponsored  celebration  of  the  comple- 
tion of  the  streetscape  and  a  grand 
opening  of  the  fall  cultural  season. 

Philadelphia's  restaurant  scene  has 
been  the  toast  of  the  nation  since 
January  1994,  when  a  reader  survey  in 
Conde  Nast  Traveler  magazine  placed 
seven  of  Philadelphia's  restaurants  in 
the  nation's  Top  50,  including  Le  Bee- 


Philadelphia's  restaurant  scene  has  been  the  toast  of 

the  nation  since  January  1994  when  a  reader  survey 
in  Conde  Nast  Traveler  magazine  placed  seven  of 

Philadelphia's  restaurants  in  the  nation's  Top  50. 


A  NEW  NAME  FOR  A  NEW  ERA 
IN  HEALTH  CARE 

Some  of  the  names  that  have  made  up  the  history  of 
Philadelphia  medicine  are  now  making  up  its  future. 

Introducing  Allegheny  University  of  the  Health  Sciences 

Groundbreaking  work  in  bone  marrow  transplantation.  Internationally  renowned 
research  in  molecular  biology.  Recognized  leaders  in  cardiac  care,  neurosurgery, 
orthopedics  and  sports  medicine. 

These  are  just  a  few  of  the  ways  Allegheny  University,  its  hospitals  and  medical  practices 
are  advancing  the  frontiers  of  medicine  —  and  taking  health  care  to  the  next  level. 

At  Allegheny,  the  future  is  arriving  every  day. 

For  more  information  or  to  make  an  appointment  with  an  Allegheny  physician  call 


Fin,  the  Fountain  Restaurant  and 
the  Swann  Lounge  at  the  Four 
Seasons  Hotel,  the  Grill  Room  at 
the  Ritz-Carlton  Hotel,  the 
Founders  Room  at  the  Hotel  Atop 
the  Bellevue,  La  Truffe  and  Deux 
Cheminees. 

In  addition,  Striped  Bass  was  named 
by  Esquire  magazine  as  the  nation's  best 
new  restaurant  of  1994.  Tony  Clark's  is 
in  the  running  for  the  same  laurel 
this  year. 

In  June  1993,  Philadelphia's  hos- 
pitality and  tourism  business  was 
given  a  terrific  shot  in  the  arm 
when  the  Pennsylvania  Convention 
Center  opened  to  rave  reviews.  The 
422,000-square-foot  facility  is  the 
most  modern  in  the  U.S.  Its  loca- 
tion, within  steps  of  the  central 
business  district  and  City  Hall,  the 
city's  seat  of  government,  makes  it 
uniquely  accessible  for  its  patrons. 

Adding  to  the  luster  of  the 
Convention  Center  is  the 
Philadelphia  Marriott,  a  1,200- 
room  crown  jewel  of  the  city's 
hotel  industry,  which  is  connected 
via  an  elevated  walkway  to  the 
convention  facility,  and  which, 
since  its  opening  in  January  1995, 
has  achieved  remarkable  success  in 
both  its  core  business  and  in  its 
ability  to  attract  meetings,  busi- 
ness travelers  and  visitors  to  the 
Center  City  area.  Equally  important,  the 
popularity  of  the  Marriott  and  the 
Convention  Center  has  increased  occu- 
pancy levels  at  many  of  the  city's  other 
luxury  and  moderately  priced  hotels, 
including  the  Four  Seasons,  the 
Rittenhouse,  the  Hotel  Atop  the 
Bellevue,  the  Ritz-Carlton,  the  Wyndham 
Franklin  Plaza,  the  Omni  Hotel  at 
Independence  Park,  the  Latham, 
Embassy  Suites  Center  City  and  the 
Doubletree  Hotel  Philadelphia. 

"The  Philadelphia  Marriott  has  been 
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the-  happy  beneficiary  of  a  bullish  hos- 
pitality and  tourism  market,  and  .we 
have  enjoyed  a  terrific  partnership  with 
the  staffs  of  the  Convention  Center,  the 
Convention'  and  Visitors  Bureau  and  the 


Auguste  Rodin's  The  Thinker  at  the 
Rodin  Museum,  administered  by  the 
Philadelphia  Museum  of  Art. 


airport,"  says  James  Kauffman,  vice 
president  and  general  manager  of  the 
Philadelphia  Marriott. 

With  the  opening  of  the  419-room 
Airport  Marriott  in  late  1995,  the  total 
number  of  hotel  rooms  in  Center  City 
and  at  Philadelphia  International 
Airport  —  just  eight  miles  away  from 


the  Convention  Center  —  has 
jumped  to  10,865.  With  three 
other  hotel  projects  on  the  draw 
ing  board  that  will  add  another 
1,200  rooms  by  1999, 
Philadelphia  is  poised  to  bid  for 
conventions  like  those  of  the  American 
Bar  Association  and  the  American 
Medical  Association  that  will  take  full 
advantage  of  the  Pennsylvania 
Convention  Center. 

A  MAGNET  FOR  ART 
LOVERS 

Nothing  has  energized 
Philadelphia's  hospitality  industry 
—  and  the  nation's  art  lovers  — 
more  than  "Cezanne,"  the  extraor- 
dinarily popular  exhibition  of  200 
works  by  the  Impressionist  master, 
which  recently  concluded  a  three- 
month  run  at  the  Philadelphia 
Museum  of  Art. 

"Cezanne"  came  to  Philadelphia 
thanks  to  the  foresight  of  Gisela 
and  Dennis  Alter,  the  chairman  of 
Advanta,  a  leading  consumer  finan- 
cial services  company  based  in  the 
Philadelphia  suburb  of  Horsham.  As 
the  major  sponsor  for  the  Cezanne 
exhibition,  Advanta  was  joined  by 
two  other  sponsors:  the  Pew 
Charitable  Trusts  and  the  National 
Endowment  for  the  Arts. 
"It  was  a  pretty  simple  decision," 
Dennis  Alter  says.  "This  show  has  given 
us  publicity  that  has  nothing  to  do  with 
business.  Think  of  it:  In  Paris  the  spon- 
sor was  Louis  Vuitton  and  Moet;  in 
London  it  was  sponsored  by  the  Queen 
of  England;  and  in  Philadelphia  it  was 
sponsored  by  Advanta.  That's  pretty 
good  company!" 

The  exhibit  put  Philadelphia  in  pretty 
good  company  as  well.  Aside  from  the 
Centennial  Olympics  in  Atlanta,  the 
Cezanne  exhibit  produced  the  biggest 


Aside  from  the  Centennial  Olympics  in  Atlanta,  the 

Cezanne  exhibit  produced  the  biggest  economic 
impact  of  any  summer  event  in  the  U.S. 
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'conomic  impact  of  any  summer  event  in 
he  U.S.;  hotels,  restaurants,  shops  and 
oca!  transportation  generated  $86  million. 
The  Museum  is  wasting  no  time  following 
ip  on  "Cezanne-mania."  From  November  3, 
996  to  January  5,  1997,  "The  Peale 
amily"  will  be  on  exhibit  at  the  Museum, 
allowed  by  "The  Rothschild  Family 
ollections"  from  March  2  to  May  11,  1997, 
nd  "Michelangelo  and  Rodin"  from  March 
0  to  June  22,  1997. 

In  addition,  the  Museum  administers  the 
:odin  Museum,  located  at  22nd  Street  and 
he  Parkway,  and  the  Fairmount  Park 
louses. 

Another  Philadelphia  arts  institution  that 
Dok  advantage  of  the  Cezanne  exhibit's 


he  Museum  of  American  Art  at  the 
ennsylvania  academy  of  the  fine  arts, 
he  nation's  oldest  art  museum  and 
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opularity  was  the  Pennsylvania  Academy 
f  the  Fine  Arts,  which  featured  "To  Be 
[odern:  American  Encounters  with 
ezanne  and  Company." 
Founded  in  1805,  the  Academy  is  the 
ation's  oldest  art  museum  and  school.  It 
ouses  one  of  the  world's  finest  collections 
f  American  paintings  and  sculpture,  and 
matures  the  art  of  local  painters  including 
harles  Willson  Peale  (the  Academy's 
junder),  Thomas  Eakins,  Winslow  Homer, 
Horace  Pippin,  William  Rush,  Andrew 
fyeth  and  Gilbert  Stuart. 
If  architect  Frank  Furness  were  alive 
Dday,  he  would  heartily  approve.  This 
ational  Historic  Landmark  built  in  the 
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American  art  is  alive, 
and  well.  What  began 
in  1805  with  the  founding 
of  the  Pennsylvania 
Academy  of  the  Fine  Arts, 
America's  first  school  and 
museum  of  fine  arts,  is  at 
the  center  of  Philadelphia's 
cultural  life  today.  The 
Academy  has  been  at  the 
forefront  of  teaching, 
exhibiting  and  collecting 
America's  greatest  artists 
and  their  works  for  nearly 
200  years.  Whether  you 
are  interested  in  a  career 
in  art  or  seeing  one 
of  America's  greatest 
collections,  a  visit  to  the 
Academy  and  its  Museum 
of  American  Art  is  a  must 
in  Philadelphia. 
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Pennsylvania  Academy  of  the  Fine  Arts 

Broad  and  Cherry  Sts. 
Philadelphia,  PA  19102 

215-972-7600 
http://www.pafa.org/~pafa 


Victorian  Gothic  style  was  completely 
restored  for  the  Bicentennial  in  1976, 
and  the  building  is  as  much  a  work  of 
art  as  any  of  the  works  it  displays. 

The  Barnes  Foundation,  in  nearby 
Merion,  Pa.,  is  another  treasure  with  its 
160  Renoirs,  60  Matisses,  59  Cezannes 
and  19  Picassos. 

Other  noted  museums  or  galleries 
include: 

■  The  Fleisher  Art  Memorial  at  709-721 
Catherine  Street; 

■  The  Institute  of  Contemporary  Art  at 
36th  and  Sansom  Streets; 

■  The  Philadelphia  Art  Alliance  at  251 
South  18th  Street; 

■  The  Rosenbach  Museum  and  Library 
at  2010  Delancey  Place; 

■  The  University  of  the  Arts  Havilland 
Hall  Galleries  at  Broad  and  Pine 
Streets;  and 
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Wolfgang  Sawallisch  conducts  the 
Philadelphia  Orchestra. 


■  The  University  Museum  at  33  rd  and 
Spruce  Streets. 

Numerous  smaller  galleries  also  pepper 
Philadelphia's  Old  City  section. 

Even  more,  Philadelphia  boasts 
America's  oldest  theater,  the  Walnut 
Street  Theatre,  which  was  founded  in 
1809  and  187  years  later  is  still  located 
at  9th  and  Walnut  Streets.  With  40,000 
subscribers,  the  Walnut  Street  Theatre  is 
arguably  Philadelphia's  most  popular 
theater  company. 

If  one  is  inclined  to  Broadway-type 
theater  fare,  the  Merriam  Theater  at  250 
South  Broad  Street  and  the  Forrest 
Theater  at  1114  Walnut  Street  are  the 
prime  venues.  In  addition,  the  Annenberg 
Center  at  the  University  of  Pennsylvania, 
at  3680  Walnut  Street,  houses  four 
theaters:  the  Studio,  the  Harold  Prince, 
the  Annenberg  School  Theater  and  the 
Zellerbach.  The  Arden  Theater,  in  a  new 
location  in  Old  City,  and  Plays  and  Players 
at  1714  Delancey  Place,  have  developed 
well-deserved  reputations  among  local 
theater-goers  as  well. 

Since  its  first  concert  in  1900,  the 
Philadelphia  Orchestra  has  been  one  of 
the  gems  of  Philadelphia,  thrilling  and 
inspiring  young  and  old  audiences  in 
Philadelphia  and  its  summer  home  at 
the  Mann  Music  Center.  The  conductor's 
baton  has  been  passed  from  Leopold 
Stokowski  to  Eugene  Ormandy  to 
Riccardo  Muti,  and  now  rests  in  the 
masterful  hands  of  Wolfgang  Sawallisch. 

The  1996-1997  season  will  include  a 
perspective  on  Brahms  to  commemorate 
1997  as  the  100th  anniversary  of  his 
death.  A  three-week  festival  sponsored 
by  Lexus  will  feature  the  music  of 
Brahms,  his  influences  and  those  who 
were  influenced  by  him. 

The  Opera  Company  of  Philadelphia 
and  the  Pennsylvania  Ballet  have  estab- 
lished themselves  as  fine  regional  com- 


Philadelphia  also  boasts  America's  oldest  theater, 

the  Walnut  Street  Theatre,  founded  in  1809. 
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panies.  The  26-year-old  Philadelphia  Dance 
Company,  known  as  Philadanco,  is  recog- 
nized as  one  of  the  preeminent  African- 
American  dance  companies  in  the  U.S. 

VOTING  WITH  OUR  JOBS 

Chief  Executive  Officer  David  Kramer  is 
sitting  in  the  high-tech  office  of  his  high- 
tech firm,  Medical  Broadcasting  Company, 
which  in  June  1996  moved  its  headquar- 
ters from  the  Philadelphia  suburbs  to  tony 
Rittenhouse  Square. 

He  explains  why  the  company  relocated 
to  Philadelphia.  "American  cities  have  got- 
ten into  trouble  because  a  lot  of  people 
like  us  abandoned  them,"  Kramer  says. 
"I  think  people  like  us  need  to  make  a 
commitment  to  cities  again." 

Linda  Holliday,  MBC's  president,  concurs: 
"We're  voting  with  our  jobs." 

MBC,  which  specializes  in  strategic  plan- 
ning and  new  media  for  the  health  care 
industry,  is  just  one  of  many  firms  that 
have  realized  that  in  business  it  pays  to  be 
on  the  road  to  Philadelphia,  and  have 
moved  headquarters  or  entered  the 
Philadelphia  retail  market,  acquired  exist- 
ing businesses  or  made  the  decision  to 
remain  in  the  city. 

First  Union  Corp.,  the  sixth-largest  bank 
in  the  U.S.  with  headquarters  in  Charlotte, 
N.C.,  entered  the  Philadelphia  market  with 
its  acquisition  of  First  Fidelity  Bank. 
According  to  Bob  Reid,  the  president  of 
First  Union  in  Philadelphia,  "The  reason 
this  deal  worked  is  that  we  had  the  prod- 
uct and  First  Fidelity  had  the  customer 
base.  This  market  —  northern  New  Jersey 
to  southern  New  Jersey,  Philadelphia  and 
its  suburbs  —  has  a  huge  concentration  of 
consumers  and  middle-market  customers 
who  are  our  bread  and  butter." 

By  virtue  of  its  First  Fidelity  acquisition, 
First  Union's  reach  now  extends  from 
Connecticut  to  Florida  and  as  far  west  as 
Tennessee,  from  whence  Reid  came  to 
Philadelphia. 

"This  acquisition  allows  our  customers 
who  bank  with  us  in  Philadelphia  to 
deposit  in  Florida,"  Reid  says,  stressing  the 
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Cezanne  Worth  Millions 

That's  $120  million  in  economic  benefit — as  well  as  priceless 
cultural  enrichment.  Advanta,  an  innovative  consumer  financial  services 
company,  was  proud  to  invest  $1  million  toward  bringing  the  works 
of  Paul  Cezanne  to  Philadelphia.  We  thank  the  Philadelphia  Museum 
of  Art  for  a  model  partnership  that  has  profited  the  whole  region. 
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Drexel  and^bur  Business: 
A  Powerful  Partnership 


Constantine  Papadakis 
President,  Drexel  University 

Drexel 

UNIVERSITY 


A  passion  for  innovation  and  a  dedication  to 
quality  define  both  a  great  university  and  a  great 
business  enterprise. 

For  105  years  we've  been  your  partner  by  provid- 
ing you  with  technological  expertise,  new  generations 
of  managerial  talent,  and  world-class  support  for 
your  research  and  development.  Enriching  this 
unique  partnership  is  Drexel  Co-op,  one  of  the 
original  and  still  one  of  the  best  programs  for  placing 
our  brightest  young  people  into  your  workforce. 

We  know  that  to  compete  in  the  global  arena, 
where  the  only  constant  is  rapid  continuous  change, 
we  will  need  each  other's  collaboration  more  than 
ever.  I  am  committed  to  strengthening  our  existing 
partnerships  and  forging  new  alliances  with  Greater 
Philadelphia's  corporate  community.  Whether 
your  corporate  needs  involve  engineering,  science, 
business,  information  science,  design  arts,  continuing 
professional  education,  or  technology  transfer, 
you  should  look  no  further  than  Drexel. 

If  your  business  is  technology-based  or  knowl- 
edge-driven, and  if  your  operations  are  global, 
we  should  be  talking.  Here  is  how  to  reach  me: 
papadakis@drexel.  edu 
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services  that  "snowbirds"  enjoy:  ATMs, 
debit  cards,  smart  cards,  phone  banking 
and  2,000  branches.  "You  have  to  have  the 
asset  base  to  be  able  to  offer  all  those 
services  [and  First  Union  has  nearly 
$140  billion  in  assets]  .  .  .  but  we  are  also 
very  mindful  of  the  individual  customer 
who  simply  wants  the  services  that  First 
Fidelity  provided.  If  a  customer  is  saying, 
'This  bank  is  too  big,'  then  we're  not  doing 
our  job.  We  want  to  be  good  neighbors." 

To  that  end,  First  Union,  which  is  located 
in  the  heart  of  Avenue  of  the  Arts  on 
south  Broad  Street,  has  continued  First 
Fidelity's  commitment  to  the  Avenue,  with 
special  emphasis  on  the  High  School  for 
the  Creative  and  Performing  Arts. 


Pittsburgh-based  PNC  Bank  decided  to 
move  its  regional  headquarters  to 
downtown  Philadelphia's  Market  Street, 
into  a  building  to  be  renamed  pnc  bank 
Center.  A  $70  million  PNC  Bank 
Operations  Center  will  be  built  near  the 
Philadelphia  International  Airport, 
bringing  pnc's  total  philadelphia 
employment  to  2,500. 

Another  great  financial  institution, 
Pittsburgh-based  PNC  Bank,  made  the  deci- 
sion to  keep  its  regional  headquarters  in 
Philadelphia  and  move  to  1600  Market 
Street,  into  a  300,000-square-foot,  14-floor 
structure  to  be  renamed  PNC  Bank  Center. 
In  addition,  a  five-story,  $70  million  PNC 
Bank  Operations  Center  will  be  built  near 


there's  always  been 
a  place  in  business  for 
strong  community  banks. 
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Betsy  Z.  Cohen,  CEO  Richard  J.  Green,  CEO 


Frankford  Bank 

A  Keystone  Community  Bank 

James  B.  Kauffman,  Jr.,  CEO 


Jill  PRIME  BANK 

James  J.  Lynch,  CEO 


the  Philadelphia  International 
Airport  and  will  add  another  400 
jobs  to  the  market  by  the  year 
2000,  bringing  PNC's  total 
Philadelphia  employment  to 
2,500. 

"We  had  been  spread  out  in  half  a 
dozen  locations,"  explains  Richard  L. 
Smoot,  president  and  CEO  of  PNC  Bank, 
Philadelphia,  "and  we  were 
aggressively  wooed  by  other 
locations  in  our  banking 
market.  But  there  was  never 
any  doubt  that  our  various 
businesses  needed  to  stay  in 
Philadelphia.  It's  where  we 
belong.  And  after  our  acqui- 
sition of  Midlantic  Bank,  it 
was  obvious  that  Philadelphia 
was  going  to  be  our  home. 

"Governor  Ridge  and  Tom 
O'Brien,"  chairman  and  CEO 
of  PNC  Bank  Corp., 
Pennsylvania's  largest  finan- 
cial institution  with  assets  of 
nearly  $73  billion,  "were  in 
regular  communication,  and 
Mayor  Rendell  played  a  major 
role  in  our  decision." 

PNC  has  played  a  significant 
role  in  the  community,  serv- 
ing as  a  founding  member 
and  $1  million  contributor  of 
Avenue  of  the  Arts,  Inc.;  as  a  member  of 
the  Philadelphia  Plan,  a  unique  public- 
private  partnership  that  commits  PNC 
and  12  other  Philadelphia-area  corpora- 
tions to  fund  city-based  community 
development  corporations  for  ten  years; 
and  on  an  emergency  effort  Christmas 
Eve  1995  that  immediately  began  raising 
money  to  replace  23  beloved  primates 
that  were  killed  in  a  fire  at  the 
Philadelphia  Zoo. 

"The  credit  for  the  Primate  Fund 
belongs  to  Don  Haskin  [PNC's  vice  presi- 
dent for  government  relations]  and  his 


wif6,  Lyn  [an  executive  with  Greater 
Philadelphia  First] .  I  was  overseas  .when 
the  fire  occurred,  and  Don  and  Lyn 
called  two  senior  bank  executives  and 


Medical  Broadcasting  Company's  Linda 
holliday,  president,  and  david  kramer, 
ceo,  recently  moved  mbc's  headquar- 
TERS from  a  Philadelphia  suburb  onto 

THE  CITY'S  RlTTENHOUSE  SQUARE. 


got  the  ball  rolling.  They  called  me  and 
asked,  'Did  you  hear  about  the  new 
Primate  Fund?'  I  thought  it  was  a  new 
mutual  fund  for  Anglican  clerics!"  The 
Zoo  Renewal  Fund,  with  contributions 
from  thousands  of  people  and  institu- 
tions, raised  more  than  $1.6  million  for 
the  Zoo,  the  nation's  first. 


Crown,  Cork  &  Seal,  the  world's 
largest  packaging  company,  is 
another  great  Philadelphia  com- 
pany that  decided  to  remain  in 
the  city,  thanks  in  large  part  to 
the  joint  efforts  of  Governor  Ridge  and 
Mayor  Rendell. 

"Those  two  are  making  the  business 
climate  more  favorable,"  according  to 

William  Avery,  Crown,  Cork  & 
Seal's  CEO. 

Avery's  predecessor  as  CEO, 
John  Connelly,  was  a  leg- 
endary Philadelphia  business- 
man who  founded  Connelly 
Container  Corp.,  and  who 
moved  Crown,  Cork  &  Seal's 
headquarters  from  Baltimore 
in  the  late  1950s,  when  he 
became  its  chairman.  CC&S's 
decision  to  remain  in 
Philadelphia  and  build  a  new 
headquarters  five  miles  from 
Northeast  Philadelphia 
Airport  means  the  retention 
of  550  well-paying  jobs. 

"The  city  traded  some 
National  Guard  land,"  Avery 
explains.  "The  Philadelphia 
Industrial  Development  Corp. 
helped  with  low-cost  loans, 
and  the  state  kicked  in 
Sunny  Day  loans.  It  was  a 
real  team  effort."  And  it  paid  off  in 
keeping  Crown,  Cork  &  Seal  —  now  a 
$10  billion  company,  thanks  to  its 
acquisition  of  France's  Carnaud  Metal 
Box  —  in  Philadelphia,  where  it  is  also 
a  member  of  the  Philadelphia  Plan  in 
North  Philadelphia. 

Another  national  company  that 
entered  the  Philadelphia  market  in  1996 
was  Chicago-based  Amoco  Corp.,  the 
13th-largest  industrial  corporation  in 
the  U.S.  with  1995  revenues  of  more 
than  $27  billion.  Amoco  opened  Split 
Second  convenience  stores  in 


Many  firms,  realizing  that  in  business  it  pays  to  be 

on  the  road  to  Philadelphia,  have  moved  headquarters 

or  entered  the  Philadelphia  retail  market,  acquired  existing 

businesses  or  made  the  decision  to  remain  in  the  city. 


How  often  have  you  looked  at 
your  workers'  comp  costs  and  said, 
there  oughta  be  a  lawP 


"How  there  is." 

Governor  Tom  Ridge 

Governor  Tom  Ridge  has  signed  into  law  historic  new  workers'  compensation  legislation  that  is  a  much 
needed  shot  in  the  arm  for  Pennsylvania  businesses  and  jobs.  Employers  could  save  up  to  24%  ayear.  Expenses 
will  go  down  too,  as  reforms  weed  out  fraud,  rationalize  payments,  trim  administrative  and  litigation  costs, 
and  get  healthy  workers  back  on  the  job.  Strong  medicine.  It's  part  of  the  Governor's  campaign  of  tax  cuts, 
regulatory  reforms  and  other  strategies  to  make  Pennsylvania  a  great  state  for  business.  Want  to  know  more? 
Call  us,  fax  us,  or  visit  our  Internet  site.  See  what  can  happen  when  the  law's  on  your  side  lor  a  change. 

Call  1-800-554-PENN  •  Fax  1-717-772-5419  •  Internet:  http://www.state.pa.us/ 
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Tom  Ridge, Governor 
Tom  Hagen,  Secretary  or  the  Department 
of  Community  and  Economic  Development 


HOW  MANY  CUSTOMERS 
DOES  IT  TAKE  TO  CHANGE 
AN  ENERGY  COMPANY? 

We  asked  you  how  we  could  serve  you 
better.  We  listened,  and  made  some 
changes.  Among  them,  a  new  800  number 
with  expanded  hours.  An  improved 
training  system  to  handle  your  requests 
better.  A  redesigned  customer-friendly  bill. 
Plus  more  payment  locations.  And  we'll 
continue  to  make  improvements.  But  this 
shouldn't  surprise  you.  You  asked  for  it. 


PECO  ENERGY 

Focusnc  Our  Enekh  Oj  Kxj 


Roxborough,  East  Falls  and  Media,  and  is 
scheduled  to  build  two  more  later  in  the 
year. 

Split  Seconds  will  offer  ready-made 
and  custom-ordered  freshness  for  all 
products,  including  hoagies  —  a  staple 
of  Philadelphia  fast  food  —  sandwiches, 
baked  goods,  fruits  and  salads.  Mayor 
Rendell  was  a  ready  and  willing  partic- 
ipant in  the  June  opening  of  the  first 
store  in  Roxborough.  The  Mayor,  a 
noted  hoagie  gourmand,  was  ecstatic. 

"Not  only  is  it  great  to  have  another 
terrific  national  company  like  Amoco 
join  the  Philadelphia  family,"  the 
Mayor  said,  "but  it  is  obvious  that 
they  have  done  their  hoagie  home- 
work. It  was  terrific!" 

A  legendary  Philadelphia  company  that 


could  have  left  in  the  late  1960s,  but 
instead  decided  to  stay,  is  Tasty  Baking, 
which  was  founded  in  1914  by 
Pittsburgh  baker  Philip  J.  Bauer  and 
Boston  egg  salesman  Herbert  T.  Morris. 
The  road  to  Philadelphia  has  been  an 
especially  prosperous  one  for  Tasty, 
which  has  grown  from  first  day's  sales 
receipts  of  $28.32  to  annual  sales  in  the 
neighborhood  of  $200  million  on  such 
products  as  Juniors,  Butterscotch 
Krimpets,  Tasty  Pies,  Kandy  Kakes, 
Cupcakes  and  Donuts. 

In  1968,  when  Tasty  decided  to  stay  in 
the  neighborhood  it  inhabited,  the  com- 
pany started  the  Allegheny  West  Project, 
which  in  the  last  28  years  has  rehabili- 
tated almost  400  homes  in  the  compa- 
ny's backyard.  Allegheny  West  is  now 
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the  model  for  the  Philadelphia  Plan,  in 
which  13  companies  have  committed 
$2.5  million  each  toward  neighborhood 
rehabilitation  over  the  next  ten  years. 

This  year  was  a  banner  year  as  well  for 
Allegheny  University  of  the  Health 
Sciences  in  Philadelphia,  which  is  part 
of  the  Pittsburgh-based  Allegheny 
Health,  Education  and  Research 
Foundation. 

In  June  the  148-year-old  Medical 
College  of  Pennsylvania  and  Hahnemann 
University  formally  became  part  of  the 
Allegheny  network.  In  August  Allegheny 
added  the  Graduate  Health  System's  five 
hospitals,  thereby  becoming  the  largest 
health  system  in  the  Philadelphia 
region. 

Allegheny  also  owns  the  former  Bucks 
County  Hospital,  the  former  Elkins  Park 
Hospital  and  St.  Christopher's  Hospital 
for  Children. 

"Allegheny  has  spent  $170  million  in 
its  four  adult  hospitals  in  the 
Philadelphia  area  in  the  past  five 
years,"  says  Donald  Kaye,  president  and 
CEO  of  Allegheny  University  Hospitals. 
"We  now  have  the  resources  to  recruit 
groups  and  people  we  couldn't  have 
recruited  in  the  past." 

Among  those  new  names  are  Dr.  Joe 
Torg,  a  leader  in  sports  medicine  at  the 
University  of  Pennsylvania.  At  62  years 
of  age,  he  now  feels  "like  I'm  still  in  my 
30s,"  he  told  the  Philadelphia  Inquirer. 
Torg  has  his  name  on  a  new  facility  and 
plenty  of  staff  to  do  the  work  that  made 
him  famous  at  Penn. 

Medical  Broadcasting  Company,  a 
closely  held  firm,  has  grown  20%  a  year 
since  it  was  founded  in  October  1990. 
The  staff  has  expanded  from  nine  to  71 
full-time  employees  and  20  day-to-day 
freelancers. 


the  spirit  of  hard  work,  fair  play,  thrift,  entrepreneurship, 

volunteerism  and  brotherhood  is  the  hallmark  of  Philadelphia 
—  the  City  of  Brotherly  Love  —  ami  the  region. 


The 
Vanguard 

Advantage 

...  is  exemplified  by  our  crew  s  commitment  to 
superior  service,  performance  and  innovation. 

•  For  the  sixth  consecutive  time,  Vanguard 
ranked  first  in  shareholder  service  in  a 
survey  of  nearly  4,000  mutual  fund  investors 
conducted  by  Financial  World  magazine. 

•  Forbes'  "Best  Buys"  report  (August  26, 1996) 
cited  37  Vanguard  funds  and  portfolios, 
more  than  any  other  mutual  fund  group, 
for  performance  and  low  cost. 

•  And,  www.vanguard.com  was  described 
as  "the  best  fund-sponsored  Web  site"  by 
nationally  syndicated  columnist  Charles  Jaffe. 

Vanguard,  the  nation's  largest  pure  no-load  mutual  fund 
family,  serves  more  than  five  million  individuals  who 
have  entrusted  some  $210  billion  in  net  assets  with  us. 


To  learn  more  about  our  exceptionally  broad  range 
of  investment  opportunities  and  services,  call 
1  -800-682-9996.  Visit  us  on  the  World  Wide  Web  at 
http://wwwvanguard.com  or  America  Online  at 
Keyword:  Vanguard.  Or  visit  our  Investment  Centers 
in  Philadelphia  and  Valley  Forge,  Pennsylvania,  and 
Phoenix,  Arizona. 

THEVanguarcfcROue 
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BEFORE 

Philadelphia 
Gas  Works 
ran  OUT 
OF  GAS, 
WE  STARTED 
BURNING  THE 
MIDNIGHT  OIL. 


When  the  nation's  largest 
municipal  utility  asked  us  to 
turn  around  their  business,  we 
tapped  our  resources  and  took 
action.  The  result?  A  profitable 
Philadelphia  Gas  Works  is  no 
longer  just  a  pipe  dream. 

With  over  a  decade  of  experi- 
ence and  more  than  250  suc- 
cessful turnarounds  to  our 
credit,  Phoenix  Management 
Services  has  always  gotten 
results  by  making  the  neces- 
sary operational  changes.  By 
sticking  to  this  strategy,  we've 
become  one  of  the  nation's  pre- 
mier turnaround  leaders. 

If  you're  concerned  about 
your  company's  performance, 
call  us  at  (610)  358-4700  to  see 
how  we  can  help.  Whatever 
your  business,  we  have  the 
skills,  knowledge,  and  energy 
to  spark  a  full  recovery. 


Phoenix 
Management 
Services 

110  Chadds  Ford  Commons 
Chadds  Ford,  PA  19137 
(610)  358-4700  Fax:  (610)  358-9377 
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HILADELPHIA 


"In  Philadelphia,  we  find  higher  quality, 
less  costly  employees,"  says  CEO  Kramer, 
who  finds  MBC's  city  location  a  welcome 
change  from  its  suburban  headquarters, 
where  the  company  had  four  different 
locations  within  the  complex. 

"Another  advantage  to  life  in  the 
city,"  adds  Holliday,  "is  that  outside 
clients  are  more  apt  to  visit  us,  as 
opposed  to  asking  us  to  come  to  them. 
They  can  take  the  train,  it's  easy  to 
park,  and  there  are  lots  of  terrific 
restaurants  within  walking  distance. 
Our  location  and  our  space  are  an 
important  expression  of  who  we  are  to 
our  clients.  Business  is  so  competitive 
that  every  advantage  helps." 

FOR  THE  KIDS 

Depending  on  your  political  view,  it 
either  takes  a  village  or  a  family  to  do 
right  by  children,  and  there  are  several 
Philadelphia  institutions  that  are  dedi- 
cated to  doing  it  just  right. 

Perhaps  the  most  innovative  new 
organization  for  children  is  the 
American  Foundation  For  The  Arts 
(AFA).  This  national  foundation  aims 
to  raise  money  to  fund  education  for 
promising  young  people  who  are 
inclined  to  pursue  careers  in  the  arts. 
The  establishment  of  AFA  realizes  a 
longtime  dream  of  AFA  chairman 
Debbie  Allen,  the  well-known  choreog- 
rapher and  actor.  Allen  is  currently 
engaged  in  several  projects  with  two 


Kenneth  Gamble  (standing),  song- 
writer AND  FOUNDER  OF  PHILADELPHIA 

International  Records,  and  partner 
Leon  Huff 


Philadelphia-based  entrepreneurs:  Wes 
Wyatt,  a  successful  construction  execu 
tive  who  has  branched  out  with  invest 
ments  in  Bernicker  Chrysler-Plymouth 
and  Bernicker  Jeep-Eagle  dealerships, 
Pilot  Air  Freight  and  Tony  Clark's 
restaurant;  and  Kenneth  Gamble,  the 
nationally  recognized  songwriter  and 
founder  of  Philadelphia  International 
Records. 

"Kenny  and  Wes  and  I  were  having  a 
meeting  to  plan  the  25th  anniversary 


The  recently  completed, 

$15  million  streetscape  stretches 
from  City  Hall  to  Washington 

Avenue,  and  includes  new 
sidewalks,  planting,  lighting, 

public  art  and  bells. 
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ere,  the  fabric  of  the  Nation  was  woven. 
And  here  history  comes  alive,  to  habit  each 
family  member  in  personal  warmth  and  sim- 
ple truths  that  transcend  the  turmoil  of  two 
centuries  and  bring  a  deeper  understanding 
of  being  American. 

Here,  you  can  chat  with  Ben  Franklin  about 
communications,  global  politics,  the  imbal- 
ance of  trade,  and  escalating  taxes;  or  share 
a  soft  pretzel  with  visionary  land  developer 


William  Penn,  while  he  sells  you 
on  plans  for  a  radical  experiment  in 
city  planning. 

Here,  you  can  ask  Betsy  Ross  about  the 
games  her  children  play,  or  the  profit 
margins  of  her  small  business,  or  the 
difficulties  of  being  a  single  parent  of  five. 

So  come  here  to  Philadelphia. 
Come  home  to  your  history! 


Making  History  Come  Alive 


show  for  Philadelphia 
International  Records,"  remem- 
bers Allen,  "and  I  said,  'Let's  not 
just  do  a  show,  let's  do  some- 
thing that  will  give  kids  a  chance 
to  realize  their  dreams  in  the  arts'  I 
learned  to  read  music  in  public  school 
in  Houston.  Arts  were  a  part  of  the 
public  school  curriculum.  That's  gone 
now,  and  federal  government  support 
for  the  arts  has  been 
severely  cut  back.  So  AFA 
will  work  to  bridge  the  gap 
between  the  kids'  dreams 
and  the  fiscal  realities  we 
all  face. 

"Although  AFA  is  based  in 
Philadelphia,"  she 
continues,  "this  will  be  a 
national  foundation  to 
raise  money  for  scholar- 
ships, workshops  and  other 
supporting  expenses.  We 
just  cannot  afford  to  let 
our  kids  down!"  Wyatt  and 
Gamble  are  hard  at  work 
on  the  25th  anniversary 
show  for  Philadelphia 
International  Records, 
which  will  donate  a  por- 
tion of  the  show's  proceeds 
to  AFA. 

And  Philadelphia  has  lots  of  other 
institutions  dedicated  to  children:  The 
Free  Library  of  Philadelphia  has  free 
Story  Hours  for  Children;  the 
Foundation  for  Architecture  arranges 
children's  walks;  the  Philadelphia  Zoo, 
America's  first  zoological  society,  has  a 
two-acre  Children's  Zoo;  the  Academy  of 
Natural  Sciences  has  a  children's  nature 
museum  called  Outside  In;  the  Please 
Touch  Museum  was  the  first  museum  in 
the  country  designed  especially  for 
children  seven  and  younger;  and  the 
Franklin  Institute  has  a  special  pro- 
gram for  children  on  Saturdays  and 
Sundays  in  the  Fels  Planetarium. 
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THE  ROAD  IS  WELL-TRAVELED 

Transportation  is  a  vital  segment  of 
the  Philadelphia  region's  economy,  and 
several  companies  have  developed  suc- 


In  1994  Richard  G.  Phillips  (left,  with 
former  L.A.  Dodger  manager  Tommy 
Lasorda)  became  chairman,  president 
and  CEO  of  Pilot  Air  Freight,  a  full- 
service  COMPANY  WITH  485,000  SHIP- 
MENTS per  year.  Pilot's  clients  include 
Major  League  Baseball  and  range 
from  small  companies  to  large, 
national  corporations.  pilot's  rev- 
enues exceeded  $120  million  in  1995. 

cessful  market  strategies  in  this  area. 

Pilot  Air  Freight,  a  global  transporta- 
tion company  whose  headquarters  are  in 
Greater  Philadelphia,  has  been  on  the 
rapid  road  to  success  since  1994,  when 
Philadelphia  attorney  Richard  G.  Phillips 


became  the  company's  chairman 
During  his  tenure,  annual  rev- 
enues have  risen  53%,  from  $78 
million  to  $120  million. 
In  August  1996,  Phillips,  who 
also  serves  as  Pilot's  president  and  chief 
executive  officer,  completed  a  strategic 
alliance  with  Sameday/Canada  —  part 
of  the  Day  &  Ross  Transportation  Group 
whose  parent  is  the  $4  billion  McCain 
Group  of  Companies.  By 
absorbing  the  entirety  of 
Sameday's  U.S  operation, 
Pilot  has  aligned  its  65 
offices  throughout  the  U.S. 
with  Sameday's  33  offices 
throughout  the  ten 
Canadian  provinces  to 
provide  an  enhancement 
to  both  companies'  trans- 
border  services. 

"This  alUance  with 
Sameday  has  enabled  Pilot 
to  broaden  its  reach  and 
take  Pilot  to  another  level," 
Phillips  says.  "It  gives  us  the 
opportunity  to  continue  the 
strong  revenue  and  profit 
growth  that  has  become  the 
hallmark  of  this  company." 

In  addition,  Phillips  says, 
the  "Air"  in  Pilot  Air 
Freight  now  only  describes  part  of  the 
company's  business.  "Pilot  Dedicated 
Ground  Network,  backed  by  Pilot's 
1,200-truck  fleet,  provides  long-distance 
hauling  to  every  community  in  North 
America,"  Phillips  adds.  "Pilot  Marine 
Services,  our  ocean  freight  division,  pro- 
vides high-quality  service  to  all  ports 
throughout  the  world  that  Pilot  has 
long  provided  by  land  and  by  air.  We  are 
now  a  full-service  transportation 
provider,  moving  485,000  shipments  per 
year  and  having  a  customer  base  that 
ranges  from  small  companies  to  some  of 
the  nation's  largest  and  most  presti- 
gious, including,  among  others,  AT&T, 


Transportation  is  a  vital  segment  of  the  Philadelphia 

region's  economy,  and  several  companies  have  developed 
successful  majrket  strategies  in  this  area. 


ADVERTISEMENT 


ieneral  Electric,  Procter  & 
iamble,  Coca-Cola,  GTE/Sprint, 
)igital  Equipment  Corp., 
Vestinghouse  Electric  and,  of 
course,  Major  League  Baseball." 
i  Phillips  concludes,  "Our  success  results 
prom  a  recognition  of  the  magical  part- 
nership of  management  and  labor.  Pilot 
s  composed  of  1,500  employees,  each  of 
vhom  is  individually  committed  to  a 
jroup  effort.  That's  the  team.  That's  the 
jvay  we  work.  And  that's  why  we  win!" 
Philadelphia  is  also  the  home  of 
;0NRAIL,  a  $3.6  billion  freight  trans- 
portation company  that  employs  9,000 
3ennsylvanians  —  in  Philadelphia, 
Pittsburgh,  Harrisburg,  Altoona, 
\llentown  and  Morrisville  —  and  has  a 
12-state,  11,700-freight  transportation 
network. 

David  M.  LeVan,  CONRAIL's  president 
ind  CEO,  is  particularly  proud  of  the 
recently  completed  joint  project  to  clear 
a  rail  route  across  Pennsylvania  for 
nighly  efficient,  double-stack  container 
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Presidents  of  three  Philadelphia  uni- 
versities, FROM  LEFT  TO  RIGHT:  PETER 
Liacouras,  Temple  University; 
constantine  papadakis,  drexel 
University;  and  Judith  Rodin, 
University  of  Pennsylvania. 


trains,  which  will  attract  international 
shippers  that  plan  to  use  Philadelphia's 
superb  deepwater  port. 

The  Sun  Company,  whose  history  in 
Philadelphia  dates  to  the  19th  century, 
has  been  a  major  player  for  more  than 
90  years.  As  the  largest  independent 


petroleum  refiner  and  marketer 
in  the  U.S.,  Sun  had  revenues  of 
more  than  $8.3  billion  in  1995. 
The  company  operates  two 
Philadelphia  refineries  with  a 
daily  crude-oil  processing  capacity  of 
nearly  500,000  barrels.  Sun  also  sells 
lubricating  oils,  petrochemicals,  chemi- 
cal products  and  other  fuels,  and  oper- 
ates a  network  of  pipeline  and  terminals 
installations. 
Sun  is  also  one  of  Philadelphia's  best 


Investors  can  discover  much  from  the  smart, 
conservative  JP^/^|^rJ\ipon  which  the  Delaware  Group 
was  built.  One  can  recognize  the  strength,  commitment  and 

dedication  that  we  bring  to  our  PRJ^SET^j 
service.  But  more  than  mat,  it  is  a  true  factor  in  helping  map 

— FUTURE  -d>— 


The  Delaware  Group.  Proud  to  be  a  part 
of  Philadelphia's  business  landscape. 

Icf^  or  over  sixty  yearc,  Delaware  Group  has  been  dedicated  to  investment 
excellence.  With  a  notable  performance  record,  conservative, 
disciplined  strategy,  and  experienced  team  of  investment  professionals,  we 
nave  grown  to  become  one  of  the  nations  leading  investment  managers. 
Delaware  Group  has  a  tradition  of  success  for  investors  of  every  capacity 
and  we  remain  true  to  one  simple  goal:  to  provide  all  clients  with 
exceptional  institutional  money  management  and  a  broad  range  of 
mutual  funds. 

Our  past  success  has  helped  us  reach  our  present  level  of  commitment. 
Which  ,  in  turn,  will  help  us  to  continue  providing  clients  with  innova- 
tive investment  opportunities. 

Delaware  Group  —  part  of  Philadelphia  s  proud  business  landscape. 
Providing  smart  investors  with  quality  investments  and  service. 

For  more  information,  call  us  at  (215)  255-1200. 


DELAWARE 
GROUP 


Philadelphia  •  London 
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corporate  citizens,  evidenced  by 
its  lead  sponsorship  of  Sunoco 
Welcome  America!,  its  founding 
membership  of  Avenue  of  the 
Arts,  Inc.  and  its  participation  in 
the  Philadelphia  Plan. 

It's  a  long  way  from  the  mid-1970s 
CB  club  that  informally  monitored 
Philadelphia  traffic  to  today's  coast-to 
coast  network  of 
high-tech  equip- 
ment and 
trained  profes- 
sionals that  the 
public  has  come 
to  know  and 
tmst  as  Shadow 
Broadcast 
Services. 

Headquartered 
in  Philadelphia 
—  where  it  does 
business  as 
Express 
Broadcast 
Services  — 
Shadow  expand- 
ed its  network 
in  1996  into 
Boston,  Dallas, 
Detroit  and 

Sacramento,  complementing  its  opera- 
tions in  New  York,  Los  Angeles,  Chicago, 
San  Francisco,  Washington,  D.C.,  Houston, 
San  Diego,  Baltimore,  San  Jose  and 
Tijuana,  Mexico.  Its  broadcast  facilities 
feed  live,  customized,  local-content  traf- 
fic, news,  sports  and  weather  reports  to 
300  radio  and  TV  stations,  while  its  sales 
staff  markets  sponsorships  of  the  broad- 
casts to  advertisers. 

Shadow  —  whose  growth  has  been 
propelled  by  its  recent  agreement  with 
Westwood  One,  Inc.,  the  largest  pro- 
ducer and  distributor  of  national  radio 
programming  in  America  —  is  the 
fastest-growing  customized  news 
content  provider  in  the  country. 


Perhaps  the  most  exciting  success 
story  in  this  area  has  been  achieved  by 
Bernicker  Chrysler-Plymouth,  which 
opened  in  1993  on  Broad  Street  in 


At  Drexel  University's  1995  commence- 
ment, Drexel  President  Constantine 
Papadakis  (far  left)  joined  in  the 
celebration  of  honorary  degree 
recipients,  Mayor  Edward  G.  Rendell 
(far  right)  and  members  of 
Philadelphia  music  group  Boyz  II  Men: 
(left  to  right)  Wayna  Morris,  Nate 
Morris  and  Shawn  Stockman. 


South  Philadelphia.  Operated  by  broth- 
ers Bill  and  Chris  Bernicker,  the  dealer- 
ship has  become  one  of  the  nation's 
leading  Chrysler  dealerships  in  less  than 
three  years,  and  had  a  top  national 
ranking  through  July  in  the  Chrysler 
Pacesetters  Club  Group  "E"  standings. 


In  addition,  the  Bernickers 
opened  a  Jeep-Eagle  dealership 
in  Downingtown,  Delaware 
County,  and  achieved  the  rare 
100  new-car-sales  mark  in  July 
1996,  placing  it  third  in  the  nation. 


THE  ROAD  TO  HIGHER 
LEARNING 

The  education 
heritage  that 
began  with  the 
founding  of  the 
nation's  first  ur 
versity  has  con- 
tinued to  make 
Philadelphia  am 
the  region  the 
nation's  true  hi; 
of  higher  educa 
tion.  In  1740, 
Benjamin 
Franklin  founde 
what  is  now  the 
University  of 
Pennsylvania, 
which  in  1754 
became  the  first 
institution  in 
America  to  earn 

the  title  of  "university." 

The  Philadelphia  area  offers  the  high- 
est concentration  of  colleges  and  uni- 
versities in  the  U.S.,  with  88  in  the 
region  and  25  located  within 
Philadelphia's  city  limits.  The  largest  of 
these  is  the  University  of  Pennsylvania, 
which  also  lays  claim  to  a  long  list  of 
firsts,  including  the  nation's  first,  mod- 
ern liberal  arts  curriculum,  the  first 
botany  department,  the  first  depart- 
ments of  hygiene  and  public  health  and 
medical  research,  the  world's  first  psy- 
chological clinic  and  the  first  computer, 
ENIAC,  which  was  developed  in  1945. 

In  addition,  Penn  is  Philadelphia's 
largest  private-sector  employer,  with 


The  Philadelphia  area  offers  the  highest  concentration 

of  colleges  and  universities  in  the  U.S.,  with  88  in  the  region 
and  25  located  within  Philadelphia's  city  limits. 


country  doesn't  begin  to  capture  the  spirited 
tradition  of  a  financial  heritage  that  has  been 
passed  from  generation  to  generation. 

But  that  fact  is  part  of  the  reason  why  we 
remain  today  as  the  most  elder  of  any  Fortune 
500  company  -  serving  the  needs  of  neighbor- 
hoods, cities  and  our  entire  region  for  longer 
than  anyone  can  remember. 

And  beyond  our  own  borders,  we  have  been 
serving  the  needs  of  customers  globally  since 
the  mid-1800's. 

Yes,  all  roads  do  lead  to  Philadelphia. 

And  our  path  is  charted  to  lead  us  toward 
constantly  evolving  worlds  of  innovation, 
renewal  and  impeccable  customer  service. 

But,  then  again,  that's  always  been  our 

destination.    m  CoreStates 
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Come  to 
Philadelphia, 

and  you'll  find 

our  name 
on  everyone's 
lips. 

Since  1914,  we've  made 
it  our  business  to  bake  the 
freshest,  most  delicious 
snack  cakes  and  pies  in 
Philadelphia...  and  beyond. 


A  Philadelphia  tradition 
for  over  80  years. 

Send  Tastykakes  Anywhere. 
-800-33-TASTY.  www.tastykake.com 


nies  in  Pennsylvania  and  companies  in 
30  other  states.  By  the  time  a  student 
completes  this  program,  he  has  a  decided 
leg  up  on  the  competition  for  a  job 
because  he  has  already  gotten  three 
years  of  experience  plus  a  degree!" 

Temple  University  is  another 
esteemed  Philadelphia  institution  with 
a  distinguished  faculty  in  14  schools 
and  colleges,  including  law,  medicine 
and  dentistry,  and  a  renowned  Health 
Sciences  Center.  One  of  the  nation's 
great  public  research  universities, 
Temple  has  30,000  students  and  thou- 
sands more  on  campuses  in  Tokyo, 
London  and  Rome  and  in  programs  in 
Israel,  Greece  and  Ghana. 

There  are  several  new  campus  projects. 
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Joe  Paquette,  chairman  of  PECO 
Energy,  which  faces  competitive 
challenges  for  the  first  time  in  its 

HISTORY. 


including  a  pediatrics  hospital,  Learning 
Center  and  The  Apollo  of  Temple,  a  con- 
vocation, recreation/community  and 
entertainment  center. 

Philadelphia  is  also  lucky  to  have  the 
nation's  first  college  of  pharmacy  in 
North  America,  the  Philadelphia  College 
of  Pharmacy  and  Science,  founded  in 
1821.  Among  the  college's  most  presti- 
gious graduates  was  William  Procter  Jr., 
considered  to  be  the  father  of  American 
pharmacy. 

A  leader  in  disseminating  pharmaceu- 
tical and  health  science  knowledge,  the 
college  has  more  than  1,800  undergrad- 
uate students,  many  of  whom  will  go 


on  to  lead  some  of  the  chemical  compa- 
nies that  have  gravitated  to  the 
Philadelphia  region. 

THE  POWER  ROAD 

No  segment  of  the  national  business 
community  has  undergone  more  change 
in  recent  years  than  the  utility  sector. 
And  no  utility  has  adjusted  as  well  as 
PECO  Energy,  which  began  operating  in 
Philadelphia  in  1929  as  the  Philadelphia 
Electric  Co.  In  1995,  PECO  Energy  had 
revenues  of  more  than  $4.1  billion. 

Since  the  company  began  operating  at 
the  turn  of  the  20th  century,  the  indus- 
try has  basically  been  a  monopoly.  But, 
due  in  large  part  to  the  passage  of  the 
1992  National  Energy  Policy  Act  and  a 
law  that  passed  the  Pennsylvania  legis- 
lature in  July  1996,  PECO  Energy  and 
all  other  utilities  will  be  operating  in 
full  competition. 

"By  2005,  every  customer  will  have  a 
choice  as  to  which  energy  producer  it 
wants  to  buy  from,"  says  Joe  Paquette, 
PECO  Energy  chairman,  "and  we  believe 
that  PECO  Energy  will  still  be  the  indus- 
try leader.  Getting  ready  for  this  com- 
petition is  the  great  challenge." 

Like  many  businesses  in  other  sectors, 
PECO  Energy  has  also  had  to  develop 
creative  ways  to  please  its  best  cus- 
tomers, and  PECO  Energy  has  done  that 
with  two  of  its  biggest:  the  Sun  Co., 
which  has  two  refineries  in  Marcus 
Hook,  Pa.,  and  near  Philadelphia 
International  Airport,  and  the  City  of 
Philadelphia,  whose  renegotiation  will 
save  the  city  $5.4  million  annually  for 
the  next  four  years. 


The  Philadelphia  financial  community  has 

emerged  from  a  national  trend  of  consolidation 
stronger  than  ever,  in  both  the  "super  bank"  and 

the  "community  bank"  categories. 

 :  


;  American  Water  Works,  based  in 
Voorhees,  N.J.,  is  a  holding  company  that 
represents  the  largest  regulated  water 
utility  business  in  the  U.S.  The  company 
serves  a  population  of  more  than  6.5 
million  people  in  more  than  700  communi- 
ties in  21  states  from  Pennsylvania  to 
Tennessee  and  Indiana  and  California. 
American  Water  Works  had  a  strong  year  in 
1995,  recording  revenues  of  $803  million, 
which  resulted  in  its  inclusion  in  Standard 
&  Poor's  widely  recognized  MidCap  400 
index. 

Phoenix  Management  Services,  based  in 
Chadds  Ford,  Pa.,  is  not  a  utility  company, 
but  a  turnaround  specialist  with  a  focus  on 
operational  issues  that  worked  wonders  at 
the  Philadelphia  Gas  Works. 

"Mayor  Rendell  and  City  Council  President 
John  F.  Street  showed  a  lot  of  courage  when 
they  asked  Phoenix  to  effect  a  turnaround 
at  PGW,"  Phoenix  President  and  CEO  Tal 
Bridell  says  of  the  city-owned  utility.  "I  had 
worked  with  John  in  1989  when  he  chaired 
Council's  Intergovernmental  Committee,  and 
he  asked  us  to  write  a  report  on  how  to 
revitalize  the  city.  It  was  obvious  to  me  that 
he  was  a  man  of  great  vision  and  compe- 
tence, and  the  PGW  job  was  a  great  chal- 
lenge but  it  was  very  gratifying." 

Bridell's  comments  about  Phoenix's 
impact  on  PGW  only  modestly  describe 
its  transformation.  In  1994,  PGW  had 
$550  million  in  sales  and  $50  million  in 
cash  flow.  In  1995,  with  the  efficiencies 
that  Phoenix  set  in  place,  PGW's  numbers 
were  $500  million  in  sales  and  $120  million 
in  cash  flow. 

THE  INFORMATION 
SUPERHIGHWAY 

Perhaps  no  company  made  more  of  a 
splash  in  Philadelphia  in  1996  than  SAP, 
the  German-based  software  manufacturer 
whose  American  headquarters,  SAP 
America,  Inc.,  are  located  in  the 
Philadelphia  suburb  of  Wayne. 

Founded  in  Germany  in  1972  by  four 
former  IBM  engineers,  SAP  has  grown 
to  be  a  world  leader  in  the  market  for 


Temple  University 


Temple  University  is  proud  to  be  one  of  Pennsylvania's  great  public 
research  universities. 

•  A  distinguished  faculty  in  14  schools  and  colleges,  including  Law, 
Medicine  and  Dentistry,  and  a  renowned  Health  Sciences  Center. 

•  30,000  students  and  thousands  more  at 
campuses  in  Tokyo,  London  and  Rome  and 
in  programs  in  Israel,  Greece  and  Ghana  - 
so  that  "the  sun  never  sets"  on  Temple. 

•  New  campus  projects,  including  a 
pediatrics  hospital,  Learning  Center  and 
The  Apollo  at  Temple  -  a  convocation, 
recreation/community  and  entertainment 
center. 

•  A  commitment  to  advanced  academic 
technology  and  undergraduate  education 
within  a  research-based  university. 

•  100,000  graduates  who  reside  in 
Pennsylvania  and  contribute  to  its  greatness. 

Confident  in  the  future.  Temple  University  is  moving  toward  the 
goal  of  becoming  the  finest  institution  of  its  kind  in  America. 


Peter  J.  Liacouras 
President 
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UNIVERSITY 


Our  double-stack 


service  will  deliver  22,000 
new  jobs  to  Pennsylvania. 

One  may  be  his  first.  £3Hfa 
Con rai I. Training  for  the  future. 
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client/ server  standard  applica- 
tions software.  In  fact,  Software 
magazine  ranks  SAP  as  the  fift' 
largest  independent  softwar 
dor  in  the  world.  SAP  is  uud 
corporate  citizen  of  the  Philadelphia 
region,  as  attested  to  bv  eremy  Coote, 
the  president  of  SAP  America,  Inc.: 
"We're  great  fans  of  Mayor  Rendell.  He 
understands  that  you  have  to 
have  growth,  and  he's  a  market- 
ing genius.  Look  at  the  revital- 
ization  of  Center  City,  with  the 
great  new  restaurants  and  the 
Avenue  of  the  Arts.  Although  we 
are  located  in  the  suburbs,  we 
spend  lots  of  time  in  Center  City, 
eating  and  attending  the  orches- 
tra and  the  ballet." 

SAP  thought  so  much  of  the 
city  that  it  brought  to 
Philadelphia  the  company's 
annual  meeting  for  its  software 
users.  The  meeting  was  held  in 
late  August  at  the  Pennsylvania 
Convention  Center,  which  hosted 
approximately  8,000  people  for 
the  four-day  event. 

The  keynote  speaker  at 
Sapphire  '96  was  Bill  Gates,  the 
cofounder  and  chairman  of 
Microsoft,  who  shared  the  stage 
with  SAP  America  CEO  Paul  Wahl, 
and  extolled  the  companies'  syn- 
ergies. The  two  companies  jointly  pro- 
mote each  other's  software,  and  it's  easy 
to  see  why  Microsoft  wants  an  affiliation 
with  SAP:  The  latter's  customer  list 
includes  nine  of  the  world's  top  ten 
pharmaceutical  companies,  seven  of  the 
top  ten  oil  companies,  12  of  the  top  20 
electronics  companies,  eight  of  the  top 
20  computer  companies,  14  of  the  top 
20  chemical  companies  and  two  of  the 
top  five  airlines. 

Another  company  finding  success  in 


HILADELP 


the  Philadelphia-area  business  climate  is 
Unisys,  which  had  revenues  of  $6.4  bil- 
lion in  1995.  Whereas  four  years  ago  just 
15%  of  Unisys'  businesses  were  growing 


Keith  Mitchell  is  president  and  CEO  of 
Delaware  Distributors,  LLP,  the  par- 
ent COMPANY  OF  THE  DELAWARE  GROUP, 

which  has  offices  in  philadelphia  and 
London,  and  manages  $30  billion  in 
assets  for  mutual  fund  shareholders. 

at  a  double-digit  rate,  today  42%  are 
doing  so.  Four  years  ago,  Unisys  was  pri- 
marily a  mainframe  and  defense  elec- 
tronics company  in  a  mature  industry. 
Today  it  provides  not  only  a  full  portfo- 


lio of  leading-edge  client/server 
technologies,  but  also  the  ser- 
vices needed  by  clients  to  apply 
and  support  information  technol 
ogy  for  a  business  advantage. 
"To  illustrate  how  much  our  business 
has  changed,"  says  James  Unruh, 
Unisys'  CEO,  "we  used  to  think,  If  we 
build  it,  they  will  come.'  That's  not  true 
anymore.  Now  we  try  to  maxi- 
mize the  potential  of  customers' 
computers. 

"A  lot  of  people  see  their  com- 
puter as  a  sports  car.  We  have 
tried  to  give  our  customers  what 
they  want,  which  more  and  more 
is  service.  Technology  is  still 
important,  but  service  is  the  real 
quality  that  people  need." 

Unisys'  service  business  is 
growing  by  25%  to  30%  a  year, 
and  the  public  sector  accounts 
for  $2.2  billion  —  one-third  of 
the  company's  annual  revenues. 
To  that  end,  Unisys'  Federal 
Systems  Division  recently  won  an 
important  piece  of  Defense 
Department  business.  The 
Defense  Information  Systems 
Agency  awarded  Unisys  a  signifi- 
cant percentage  of  a  Global 
Integration  Services/DEIS  H  con- 
tract that  could  be  worth 
approximately  $400  million  to 
$500  million  annually. 

Malvern,  Pa.-based  Systems  &  Computer 
Technology  Corp.  is  a  full-service  infor 
mation  management  company  composed 
of  four  software  and  three  comprehen- 
sive service  divisions.  Under  the  leader 
ship  of  Chairman  and  CEO  Michael  J. 
Emmi,  SCT  provides  mission-critical, 
enterprise-wide  software  and  services  for 
higher  education,  government,  utilities, 
manufacturing  and  distribution,  and 
communications  markets. 


Philadelphia  is  also  proud  to  have  the  nation's  oldest  stock 

exchange,  one  of  the  nation's  oldest  insurance  companies 
and  several  nationally  recognized  financial  services 

companies  that  have  made  Philadelphia  a  true  financial  hub. 
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Out  of  a  market  of  1,646  col- 
leges and  universities  with  more 
than  2,000  students,  SCT 
Education  Systems  serves  750, 
making  it  the  clear  leader  in  this 
marketplace.  The  division  offers  Banner 
and  IA-Plus,  two  fully  integrated  series 
of  software  applications  for  client/server 
or  centralized  computing  environments. 

SCT  International  is  a  wholly  owned 
subsidiary  of  SCT,  based  in  Basingstoke, 
Hampshire,  England,  with  responsibility 
for  the  development  and  growth  of  SCT's 
business  across  Europe,  Africa  and  the 
Middle  East. 

THE  MERGING  FINANCIAL 
ROAD 

The  Philadelphia  financial  community, 
anchored  by  CoreStates  Financial  Corp., 
has  emerged  from  a  national  trend  of 
consolidation  stronger  than  ever,  in 
both  the  "super  bank"  and  the  "commu- 
nity bank"  categories. 

The  city  and  the  region  are  also  proud 
to  have  the  nation's  oldest  stock 
exchange,  one  of  the  nation's  oldest 
insurance  companies  and  several  nation- 
ally recognized  financial  services  compa- 
nies that  have  made  Philadelphia  a  true 
financial  hub. 

With  its  1996  acquisition  of  Meridian 
Bank,  Philadelphia-based  CoreStates  now 
ranks  21st  in  assets  among  the  nation's 
banks,  with  $43.67  billion,  just  ahead  of 
Pittsburgh-based  Mellon  Bank,  whose 
assets  are  listed  at  $42.77  billion.  The 
other  two  so-called  super  banks  that 
call  Philadelphia  home  are  First  Union, 
the  acquirer  of  First  Fidelity,  which 
ranks  sixth  with  just  under  $140  billion 
in  assets,  and  PNC,  which  bought 
Midlantic  Bank  and  is  13th  at  $71.96 
billion. 

CoreStates  maintains  a  branch  network 
of  nearly  600  offices  in  Pennsylvania, 
New  Jersey  and  Delaware,  with  a  contin- 
ually expanding  range  of  services,  prod- 
ucts and  technology.  Within  specific 
industries,  CoreStates  is  a  major  pres- 
ence in  specialized  finance  with  niche 
asset-based  lending  and  factoring  ser- 
vices provided  by  its  subsidiary, 
Congress  Financial  Corp.  Corporations 
and  wealthy  individuals  also  take  advan- 


RoadsBWH 

HIP 

tage  of  CoreStates  Asset  Management 
Services,  with  assets  under  management 
at  $25  billion. 

With  four  Philadelphia  banks  at  the 
level  of  $40  billion  and  above  in  terms 
of  assets,  there  is  a  strong  group  of 
"community  banks"  with  considerably 


fewer  assets  than  the  "super 
banks,"  that  nonetheless  attract 
significant  business. 

Since  its  founding  in  1934  as 
First  Federal  Savings  of 
Philadelphia,  Firstrust  Bank  has  achieved 
a  rich  history  of  innovation  and  success 
that  has  served  its  commercial  and  retail 
customers  very  well.  Firstrust  purchased 
and  preserved  Philadelphia's  Comly  Rich 
House,  making  it  the  first  house  in  the 
Western  hemisphere  to  have  been 


« l/j  /  he  Parkway. 
^^The  Rodin. 
Ben  Franklin  in  Paris. 
Lafayette  over  here. The 
French  touch  has  long 
been  felt  in  Philadelphia. 
The  connection  continues 
today  with  Elf  Atochem 
North  America,  Inc.,  the 
$2  billion  affiliate  of 
Elf  Atochem,  a  worldwide 
chemical  company  that  is 
part  of  Elf  Aquitaine,  Paris. 

We  have  over  1 ,200 
people  living  and  working 
in  the  Philadelpia  area. 
We're  an  active  supporter 
of  the  Avenue  of  the  Arts, 
an  ambitious  initiative  to 
create  an  entertainment 
and  cultural  district  along 
Broad  Street,  the  city's 
main  north/south  artery 

We're  especially  proud  of 
the  work  we  do  with  local 
teachers  in  helping  them 
to  better  educate  their 
students. 

Philadelphia  is  where  we 
work,  where  we  raise  our 
families.  This  is  home. 

eiF  atochem 


2000  Market  Street,  Philadelphia,  PA  19103, 800.225.7788 
Agnchemicals  •  Fine  Chemicals  •  Industrial  Chemicals  •  Specialty  Chemicals 
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financed  by  a  savings  and  loan 
mortgage.  Today,  Firstrust  has 
75,000  customers,  17  branches  and 
$1.4  billion  in  assets.  The  bank, 
under  the  guidance  of  President 
and  CEO  Richard  J.  Green  —  whose  family 
founded  the  closely  held  institution  —  is 
poised  for  the  21st  century. 
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munity  bank  that  has  grown  consider- 
ably in  the  last  year,  with  assets  of 
$607  million  and  earnings  of  almost 


Financial,  Inc.,  a  $4.7  billion 
banking  organization  based  in 
Harrisburg  with  five  banks 
throughout  Pennsylvania  and 
part  of  Maryland  and  West 
Virginia.  In  January  1995,  Frankford 
joined  forces  with  National  Bank  of 
Main  Line  and  Elmwood  Federal  to  form 


JeffBanks  Inc.,  the  holding  company 
of  Jefferson  Bank  (Pennsylvania)  and 
Jefferson  Bank  New  Jersey,  serves  its 
growing  customer  base  through  27 
branches  in  Philadelphia,  its 
Pennsylvania  suburbs  and  New  Jersey. 
And,  while  JeffBanks'  asset  growth  to 
$950  million  (as  of  June  30,  1996)  is 
not  surprising,  considering  the 
company's  recent  acquisitions  and  new 
construction,  JeffBanks  also  recorded  a 
significant  27%  increase  in  earnings  for 
the  first  six  months  of  1996.  CEO 
Betsy  Z.  Cohen  and  President 
Harmon  S.  Spolan  are  both  dedicated 
to  the  small  business  market,  and  they 
have  developed  a  particular  niche  in 
Philadelphia's  burgeoning  restaurant 
business. 

Prime  Bancorp,  Inc.,  is  another  com- 


Nicole  Miller  created  this  "All  Roads 
Lead  to  Philadelphia"  design  for  a  line 
of  ties,  scarves,  boxers  and  other  men's 
and  women's  accessories,  in  honor  of 
the  Forbes/American  Heritage  section. 


$6  million.  Prime's  branch  network  in 
Philadelphia,  Bucks  and  Montgomery 
counties  grew  from  13  to  18  branches 
in  the  past  year  and  a  half.  And  with 
the  new  leadership  of  President  and 
CEO  James  J.  Lynch,  who  joined  Prime 
in  January  1996,  the  institution's 
motto,  "We  Care  For  You,"  will  be 
underscored  into  the  21st  century. 

Frankford  Bank  has  a  long  and  distin- 
guished history  that  dates  back  to 
1888,  when  it  opened  in  Philadelphia's 
Frankford  neighborhood.  Today, 
Frankford  is  a  part  of  Keystone 


a  29-branch  network  in  Philadelphia 
and  Bucks,  Chester,  Delaware  and 
Montgomery  counties  that  has  $1.1 
billion  in  assets. 

Commerce  Bank  is  the  Philadelphia 
region's  fastest-growing  locally  owned 
and  managed  independent  bank,  with 
$2.6  billion  in  assets  and  a  network  of 
59  branches  by  year-end,  serving  the 
Philadelphia  region  and  the  New  Jersey 
shore.  Commerce  also  employs  approxi- 
mately 1,500  people  and  has  a  strategic 
plan  to  have  100  branches  and  assets 
of  $5  billion  by  the  year  2000.  On  the 
customer-friendly  side,  Commerce 
recently  became  the  first  bank  in  the 
region  to  establish  Sunday  hours, 
which  Commerce  Chairman  and 
President  Vernon  Hill  says  will  make  it 
more  convenient  for  all  of  Commerce's 


Philadelphia  Plan  is  a  unique  public-private  partnership 

in  which  13  Philadelphia-area  corporations  fund  city-based 
community  development  corporations  for  ten  years. 

j 


Actor  and  choreographer  Debbie  Allen  (center,  with  the  cast  of  "Pepito's 
Story")  is  chairman  of  the  Philadelphia-based  American  Foundation  for  the 
Arts,  which  supports  promising  young  people  who  wish  to  pursue  arts 
careers. 


customers. 

There  may  not  be  another  institu- 
tion in  the  Philadelphia  region  that 
better  typifies  family  values  than 
Advanta,  which  was  founded  in  1951 
by  Jack  Alter  as  the  Teachers  Service 
Organization  to  make  loans  to  teach- 
ers in  the  public  school  system. 

Jack  retired  in  1971,  and  his  son 
Dennis  looked  for  ways  to  grow  the 
business.  He  found  it  by  acquiring 
Delaware's  Colonial  National  Bank. 
The  company  went  public  in  1985, 
changed  its  name  to  Advanta,  and  the 
rest  is  spectacular  history. 

In  1995,  Advanta  surpassed  its 
return-on-equity  goal  of  25%  for  the 
fifth  consecutive  year.  Net  income 
climbed  to  $137  million,  up  29%  from 
1994,  and  the  company's  total  man- 
aged assets  —  from  credit  cards, 
mortgages,  leasing  and  insurance  — 
grew  to  almost  $14  billion. 

"We  want  to  be  the  most  respected 
and  successful  consumer  service  com- 
pany in  the  world,"  Chairman  Dennis 
Alter  says,  "and  we  can't  think  of  a 


better  place  from  which  to  do  busi- 
ness than  the  Philadelphia  region." 

Another  firm  with  deep  roots  in  the 
city  is  the  Delaware  Group,  founded 
in  1929.  Today  the  Delaware  Group 
has  offices  in  Philadelphia  and 
London  and  manages  assets  of 
approximately  $30  billion  for  mutual 
fund  shareholders  and  for  more  than 
175  of  America's  largest  institutional 
investors,  including  pension  plans, 
endowments  and  foundations. 

"Investors  expect  Delaware  to  consis- 
tently beat  inflation,"  says  Keith 
Mitchell,  president  and  CEO  of  Delaware 
Distributors,  LLP,  the  corporate  parent 
of  the  Delaware  Group.  "And,  while 
that  may  sound  easy  in  these  days  of 
low  inflation,  it  wasn't  always  so  easy. 
Delaware  focuses  on  large  company 
stocks  that  pay  above-average  divi- 
dends. We  invest  for  the  long-term 
gain,  not  the  short-term  profit." 

Through  mutual  funds,  it  is  esti- 
mated that  more  than  two  million 
Americans  depend  on  the  Delaware 
Group  for  fund  management.  And 


The  first 
college  of 
pharmacy  in 
America  and 
a  continuing 
innovator  and 

leader  in 
health  science, 
education 

Philadelphia  College  of 
Pharmacy  and  Science 
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AMERICAN 
WATER  WORKS 
COMPANY 


American  Water  Works 
Company,  Inc.  (NYSE: 
AWK)  is  the  largest  investor- 
owned  and  most  geographically 
diverse  water  utility  business  in 
the  U.S.  The  company,  through 
its  22  regulated  subsidiaries,  is 
primarily  engaged  in  the  collec- 
tion, treatment,  distribution  and 
sale  of  water.  American  Water 
Works  serves  more  than  800  com- 
munities, with  a  total  population 
of  some  seven  million  in  21  states. 

American  Water  Works 
Company,  Inc. 

1025  Laurel  Oak  Road 
Voorhees,  NJ  08043 
Phone:  609-346  -8201 
Fax:  609-346-8229 
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these  investors  are  made  more 
confident  by  the  fact  that,  since 
its  founding  67  years  ago, 
Delaware  has  had  only  four 
chairmen. 

Of  course,  the  local  leader  in  the 
mutual  fund  category  is  the 
Vanguard  Group,  the  22-year-old 
pride  and  joy  of  John  C 
Bogle,  the  founder  and 
chairman  who  in 
January  1996  passed 
the  CEO  baton  to 
John  J.  Brennan. 

In  1995,  Vanguard 
enjoyed  its  finest 
year  in  history, 
with  assets  reach- 
ing $180  billion, 
up  37%  and  a 
figure  125  times 
the  assets  Vanguard 
managed  when  it  was 
founded  in  1974.  From 
1985  to  1995, 
Vanguard's  market  share 
has  doubled,  from  3.3% 
to  6.7%. 

In  addition,  Vanguard's  first  index 
mutual  fund,  the  Index  Trust  500 
Portfolio  —  which  was  ridiculed  when  it 
was  created  in  1976  —  outperformed 
84%  of  all  general  equity  funds  in  1995 
and  76%  of  all  general  equity  funds  for 
the  ten  years  from  1986  to  1995. 

CIGNA  Corp.,  with  assets  of  approxi- 
mately $94  billion  and  revenues  of 
almost  $19  billion,  is  a  leading 
provider  of  health  care,  insurance  and 
related  financial  services  throughout 
the  U.S.  and  the  world.  It  employs 
more  than  50,000  people  worldwide, 
including  5,500  in  the  Philadelphia 
region. 

CIGNA's  predecessor  company  was 
founded  in  Independence  Hall  in  1792. 
Its  original  mission  grew  from  insuring 
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All  roads  lead  to  Manayunk,  which 
has  enjoyed  a  recent  revival.  main 
Street  is  now  heralded  for  its  fine 
restaurants  and  fashionable  stores, 
including  Nicole  Miller,  which  opened 
in  the  spring  of  1994. 

colonial  cargo  to  protecting  and  enhanc- 
ing just  about  every  aspect  of  its  cus- 
tomers' lives. 

MTHE  SOHO  OF 
PHILADELPHIA" 


Ask  anyone  in  Philadelphia  to  name  the 
hottest  shopping  street  in  town  and  two 
locations  will  immediately  come  to  mind: 


Rittenhouse  Row  in  Center  City, 
and  Main  Street  in  Manayunk. 

Rittenhouse  Row  has  many  fine 
retailers  like  Polo/Ralph  Lauren, 
Tiffany's,  Govberg  Jewelers,  Allure, 
Wayne  Edwards,  Holt's  Cigars,  I.  Brewster 
&  Company  Galleries,  Jones  of  New  York, 
Ann  Taylor,  the  Children's  Boutique, 
Duxiana,  Burberrys  Limited  and 
Rodier  of  Paris. 

Likewise,  Main  Street  in 

H Manayunk,  located  equidis- 
tantly  between  Center  City 
and  the  tony  Main  Line 
suburbs,  has  become  the 
hippest  street  in  town. 

Originally  a  mill  town, 
Manayunk  has  enjoyed  a 
spectacular  revival  in  the 
past  several  years,  thanks 
in  large  part  to  Main 
Street's  many  fine  restau- 
rants —  Sonoma,  Kansas 

y 

City  Prime,  Cafe  Zesty  and 
Jake's,  just  to  name  a  few  — 
and  some  of  the  most  fashion- 
able stores  for  the  hip  shopper. 
Perhaps  the  most  notable  and  inno 
vative  retailer  on  Main  Street  is  Nicole 
Miller,  one  of  the  most  successful  stores  in 
the  network  that  has  grown  from  its  first 
freestanding  store  on  Manhattan's 
Madison  Avenue  to  27  worldwide.  Best 
known  for  her  design  of  the  "little  black 
dress,"  Miller,  whose  partner  is  CEO  Bud 
Konheim,  developed  an  entire  line  of 
men's  accessories,  including  silk  boxers, 
robes,  pajamas,  bomber  jackets,  beach 
shirts,  neck  ties,  bow  ties,  scarves  and 
cummerbunds,  as  well  as  a  full  line  of 
women's  dress  and  formal  wear. 

The  owner  of  the  Manayunk  store, 
located  in  a  chic,  three-story  space  at 
4249  Main  Street,  is  Mary  K.  Dougherty, 
whose  sales  savvy,  work  ethic  and  tenacity 
approach  those  of  Miller  and  Konheim. 
Dougherty  is  also  the  wholesale  represen 


Ask  anyone  in  Philadelphia  to  name  the  hottest 

shopping  street  in  town  and  two  locations  will 
immediately  come  to  mind:  Rittenhouse  Row  in 

Center  City,  and  Main  Street  in  Manayunk. 
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tative  for  Nicole  Miller  in  Pennsylvania, 
Maryland,  Washington,  D.C.,  New  Jersey, 
Delaware,  Virginia,  West  Virginia  and 
iOhio. 

"I  thought  about  opening  a  store  five 
years  ago,  and  I  looked  in  Washington," 
Dougherty  recalled,  "but  it  was  frustrat- 
ing because  I  could  not  find  the  right 
location.  I  would  come  to  Manayunk  for 
dinner,  and  I  saw  a  sign  in  Mainly  Shoes, 
a  terrific  store,  that  said,  You  Don't 
Have  to  Go  to  New  York  Anymore.'  That 
cinched  it  for  me."  Dougherty  found  a 
location  in  November  1993,  opened  in 
March  1994  and  the  rest  is  history. 

"We  had  our  grand  opening  party  on 
April  27,  1994,  and  700  people  came. 
Nicole  was  there,  Mayor  Rendell  came 
and  wore  a  Nicole  Miller  tie  —  he's  been 
great  to  come  to  many  of  our  other 
events  and  he  always  wears  his  Nicole 
Miller  ties.  I'm  looking  to  open  other 
stores,  but  as  far  as  I  am  concerned, 
it's  true  that  'All  Roads  Lead  to 
Philadelphia,'  which  happens  to  be  the 
name  of  the  design  Nicole  did  for  this 
Forbes/ American  Heritage  special  section!" 

There  are  other  cutting-edge  retailers 
on  Main  Street,  such  as  Ma  Jolie  (owned 
and  operated  by  the  three  Boston  sisters), 
Home  Grown  and  Eyeworks.  Among  the 
other  creative  businesses  in  Manayunk  is 
SFGT,  an  advertising  agency  for  the  21st 
century. 

SFGT  is  named  after  its  four  partners: 
Robert  Schell,  who  died  in  September, 
Dudley  Fitzpatrick,  Gunther  Maier  and 
Carl  Teitelman,  who  calls  Manayunk  "the 
Soho  of  Philadelphia."  The  agency  has 
profited  from  the  national  experience  of 
its  employee-owners  and  most  notably 
its  partners.  An  example  of  SFGTs  cre- 


ative edge  can  be  seen  in  the  two-page 
spread  for  the  American  Foundation  for 
the  Arts  on  this  section's  inside  cover. 

"AFA  wanted  to  do  two  things,"  co- 
creative-director  Fitzpatrick  recalls  of 
the  pro  bono  work  SFGT  did  at  the 
behest  of  Dawn  Dugan,  AFA's  executive 
director.  "Number  one  was  announce  its 
existence,  and  number  two  was  drama- 
tize what  our  world  would  be  like  with- 
out the  arts.  We  think  this  spread  con- 
veys both  messages." 

In  three  years,  SFGT  has  acquired  some 
of  the  most  prestigious  accounts  in  the 
area:  the  Philadelphia  Eagles,  Dow  Jones 
&  Co.,  Herr  Foods  Inc.,  SmithKline 
Beecham,  Ryder  Truck  Rental,  the 
Vanguard  Group  and  West  Coast 
Entertainment. 

Seeing  such  accounts  drawn  to  SFGTs 
creative  edge  is  further  evidence  that  all 
roads  lead  to  Philadelphia. 

Writer  Theodore  N.  Beitchman  is  deputy 
chief  of  staff  to  Philadelphia  Mayor 
Edward  G.  Rendell. 


For  more  information  about 
Philadelphia  and  its  economic 
development  programs, 
please  contact: 

Herb  Vederman 

Deputy  Mayor  for  Economic 
Development 
Room  215,  City  Hall 
Philadelphia,  PA  19107 
Phone:  215-686-2181 

Or  check  out  Philadelphia:  The  Web 
Site,  the  city's  official  Internet  site,  at 
http://phila.gov. 


Increase  Your  Traffic 
With  Ours 

Shadow  Broadcast  Services  is  a 
proven  traffic  builder  for  advertisers. 
Sponsorship  of  our  live  traffic,  news, 
spoils  and  weather  reports  on  radio 
drives  consumer  response! 

Call  National  Sales  at: 

610.667.4000 

Shadow 
Broadcast 

Services"" 


REACHING  50  MILLION  LISTENERS 


fiWA 
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A  WESTWOOD  ONE  COMPANY 


It  is  the  dedication  to  and  reverence 

for  democracy  that  defines 
Philadelphia  in  a  manner  that  is 

unique  in  American  life. 


PENN...ONE  OF  THE  WORLD'S 
PREMIER  RESEARCH 
TEACHING  UNIVERSITIES... 
VND  AN  ECONOMIC  FORCE 

in  Philadelphia  for 

MORE  THAN  250  YEARS. 

PENN 

T  HE  UNI  V  E  R  S  I  T  Y 
OF  PENNSYLVANIA 

Philadelphia,  PA  19104 


UNLJMIT.ED  PARTNERSHIP 


DANA  s||  HI  I  VI   I  ROM  \RAMAKk  with  MMMI  1  Rl'MI.I.O  FROM  THE  LOS  ALAMOS  NATIONAL  LABORATORY. 


THEY  ACTUALLY  REBUILT 

3  DINING  HALLS  IN  72  HOURS.  MORE  IMPORTANTLY,  THEY  FOUND  THE  RIGHT 

NEW  MEXICAN  PEPPERS. 


"Frankly,  I  was  worried.  We'd  never  outsourced  before.  And  we  had  only  a  weekend  to  accomplish  a  seemingly  impossible 
amount  of  work.  But  Dana  and  her  team  assured  me  that  it  could  be  done.  And  done  the  right  way.  The  right  way  meant 
three  dining  halls  would  be  taken  apart  and  rebuilt.  It  meant  an  entire  menu  would  have  to  be  completely  revamped. 
They  started  knocking  things  down  on  a  Friday.  72  hours  later,  breakfast  was  being  served.  And  Dana  knew  that 
everything  had  to  be  right,  down  to  every  spoonful  of  authentic  New  Mexican  chili.  Well,  the  chili  and  everything  else 
passed  that  crucial  test.  And  from  that  moment,  I  knew  that  bringing  in  Dana  and  ARAMARK  was  indeed  a  great  decision 
for  us."  T.ppie  Trujillo,  Los  Alamos  National  laboratory.  At  ARAMARK,  we  rarely  say  no  and  we  never  say  cant.  We  simply 
learn  our  partner's  business  and  do  whatever  it  takes  to  solve  their  problems.  It's  led  T.ppie  to  say,  "After  a  year,  all  the  meals 
keep  getting  better.  But  none  will  ever  compare  to  the  breakfast  they  served  that  first  Monday."  /^^/^f^J^^j^ 

01  COURSE  THERE'S  MORE  TO  TELl  A  B  O  U  I  UNLIMITED  PARTNERSHIP  PLEASE  CAL1  1  -800- A  R  A  M  A  RK .  Managed  Services,  Managed  Better. 


Ken  Behring's  instinct  served  him  well 
in  Florida  and  California,  but  let  him  down 
badly  in  the  Pacific  Northwest. 

Clueless 
in  Seattle 


By  James  Samuelson 


Kenneth  Behring,  then  in  his  late 
20s,  was  building  houses  in  Florida  in 
the  1950s  when  he  had  the  idea  to 
build  a  community  of  single  homes 
around  the  same  shared  amenities 
that  apartments  often  enjoyed — 
swimming  pools  and  broad  lawns  and 
gardens  commonly  shared. 

"I  do  things  on  instinct,"  says 
Behring,  who  quickly  acted  on  the 
idea.   Without   bothering   to  do 


Ken  Behring  at  the  Seattle  Kingdome 
"I  do  things  on  instinct." 


market  research,  he  started  building 
his  first  such  community.  By  the  early 
1970s  he  was  selling  3,000  homes  a 
year  all  over  Florida. 

Instinct  scored  again  in  1972  when 
a  friend  suggested  Behring  bring  his 
techniques  to  northern  California. 
Behring  spent  about  $5  million  for 


5,000  acres  of  raw  land  in  the  Mount 
Diablo  foothills — parched  hillsides  in 
Contra  Costa  County  just  outside 
Oakland. 

Yet  again  his  instincts  paid  off.  By 
1988  Behring  had  sold  the  last  of 
2,500  parcels  for  as  much  as  $1  mil- 
lion apiece.  By  1989  he  was  on  The 
Forbes  Four  Hundred  with  an  esti- 
mated net  worth  of  $300  million. 

But  then  Seattle  beckoned,  and 
this  time  his  instinct  betrayed  him.  In 
1988  John  Nordstrom,  of  the  Seat- 
tle-based retailing  family,  put  the 
National  Football  League's  Seattle 
Seahawks  franchise  up  for  sale. 
Behring  bid  $80  million  cash,  $20 
million  in  assumed  debt,  and  won. 
He  also  started  doing  real  estate 
development  in  the  area. 

And  then  things  started  unraveling 
for  Behring.  Michael  Blatt,  whom 
Behring  had  hired  to  help  run  the 
Seahawks,  was  arrested  and  tried  in  a 
murder- for- hire  case  in  1989.  He  got 
off  on  a  hung  jury,  but,  more  recent- 
ly, head  coach  Dennis  Erickson  was 
arrested  for  drunk  driving. 

With  the  constant  turmoil,  and 
thanks  in  part  to  some  spectacularly 
bad  trades  and  poor  draft  picks,  the 
Seahawks  have  compiled  a  dismal  56- 
78  record  in  the  Behring  era.  Local 
sportswriters  and  fans  are  holding 
their  noses.  Annual  attendance  has 
dropped  27%  since  Behring  took  over 
the  team. 

If  that  weren't  bad  enough, 
Behring's  real  estate  development 
plans  ran  afoul  of  the  antidevelop- 
ment  fervor  in  the  Pacific  Northwest. 
In  1989  he  paid  about  $17  million 
for  a  one-third  interest  in  5,000  acres 
of  undeveloped  land  in  Seattle's  King 
County.  There  he  planned  to  repli- 
cate his  killing  in  Contra  Costa 
County,  Calif,  by  building  three  high- 
priced  residential  communities  offer- 
ing spectacular  views  of  the  nearby 
Cascade  Mountains.  It  was  to  be, 
Behring  told  Seattle  reporters,  "the 
biggest  development  you  people  have 
ever  seen." 

Behring  priced  "view"  lots — the 
panoramic  vistas  of  the  Cascades — at 
around  $180,000.  But  his  instinct 
had  failed  to  remind  him  to  check  the 
municipal  development  statutes. 
These  forbade  the  cutting  of  the 
second-growth  firs  that  blocked  the 
views.  Who  would  pay  $180,000  for 
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a  lot  with  a  view  when  there  wasn't 
any  view? 

Out-of-state  real  estate  developers 
can  usually  curry  favor  with  local 
politicians  and  planners  by  sharing 
their  profits  with  local  brokers  and 
real  estate  agents.  But  Bchring  man- 
aged to  alienate  these  potential  allies 
by  attempting  to  sell  the  parcels  with- 
out cutting  local  brokers  in. 

After  spending  a  reported  $10  mil- 
lion for  permits,  zoning  requests  and 
some  initial  bulldozing  work,  Behring 
threw  in  the  towel.  He  sold  his  inter- 
est in  the  King  County  acreage  to  a 
Seattle  developer,  losing  at  least  $5 
million  on  the  deal. 

There  remained  the  Seahawks.  For 
a  moment  it  looked  as  if  Behring's 
retreat  from  Seattle  would  be  com- 
pleted with  a  move  of  the  team  to 
Los  Angeles.  Last  year  the  Raiders 
and  the  Rams  both  departed  Los 
Angeles,  leaving  the  city  without  a 
professional  football  franchise  for  the 
first  time  in  50  years.  Behring  figured 
on  moving  his  Seahawks  to  the  much 
bigger  Los  Angeles  market. 

It  didn't  happen.  Behring  still  had 
ten  years  to  run  on  his  contract  with 
King  County  for  the  Kingdome.  To 
create  an  out,  he  hired  a  consulting 
engineer  who  claimed  the  Kingdome 
couldn't  withstand  an  earthquake. 
Local  officials  countered  with  an 
engineering  study  showing  that  the 
Kingdome  was  very  safe  and  needed 
only  about  $15  million  in  cosmetic 
improvements.  The  Kingdome  has 
since  withstood  an  earthquake  regis- 
tering 5.5  on  the  Richter  scale  with 
no  structural  damage. 

Last  February  King  County  filed 
suit  in  federal  court  and  won  an 
injunction  to  keep  the  Seahawks  at 
home.  In  addition,  Behring  had 
neglected  to  clear  the  Seahawks' 
move  south  with  the  NFL — a  violation 
of  a  recent  NFL  resolution. 

It's  pretty  clear  that  Behring,  lick- 
ing his  wounds  in  his  lavish  home  in 
the  hills  of  northern  California, 
wishes  he  had  never  heard  of  Seattle. 
"I  had  never  run  into  as  light-knitted 
a  community  as  I  did  in  Seattle,"  he 
complains.  But  the  locals  seem  will- 
ing to  let  bygones  be  bygones.  In 
April  local  Microsoft  billionaire  Paul 
Allen  offered  to  buy  the  team  for 
$200  million,  which  would  let 
Behring  out  with  a  tidy  profit.  Hi 


Japan  was  falling  behind  the  U.S.  and  Europe  in  wire- 
less communications.  Then  the  country's  telecommu- 
nications industry  got  religion— deregulation  religion. 

Competition 


calling 


By  Neil  Weinberg 


Japan's  most  successful  consumer 
electronics  product  launch  ever  was 
not  the  videocassette  recorder.  Nor  the 
Walkman.  Nor  the  CD  player,  nor 
satellite  TV.  Japan's  hottest-ever  elec- 
tronics product  is  something  called  the 
Personal  Handy-phone  System,  PHS 
for  short. 

PHS  is  a  technology  similar  to  the 
personal  communications  gadgets 
soon  to  hit  the  U.S.  market.  Unlike 
relatively  wide  area  cellular  phones, 
PHS  phones  only  work  within  a  few 
hundred  yards  of  an  antenna,  and  so 
are  limited  to  big  cities. 

From  a  standing  start  in  July  1995, 
Japanese  electronics  companies  like 
Hitachi,  Matsushita,  Sanyo  and  Sharp 
have  sold  4  million  PHS  handsets, 
worth  around  $360  million  at  retail. 

Equally  impressive  is  the  recent 
growth  in  Japan's  cellular  phone  busi- 
ness. In  die  last  two  years,  cellular  sub- 


A  common  Tokyo  street  scene 
Portable  phone  use  is  exploding. 


scriptions  have  jumped  from  2.2  mil- 
lion to  1 5  million-plus.  Users  are  now 
signing  up  at  a  rate  of  roughly  1  mil- 
lion per  month. 

If  the  Japanese  economy  is  so  slug- 
gish, how  did  this  explosive  growth  in 
the  cellular  and  PHS  business  material- 
ize? "Deregulation  of  the  Japanese  cel- 
lular phone  market  since  1994  is  what 
created  the  boom,"  says  Robert  Orr 
Jr.,  director  of  government  relations  at 
Nippon  Motorola.  Motorola  has  built 
a  thriving  business  in  Japan  selling 
wireless  communications  transmission 
equipment  and  handsets. 

A  few  years  back  Japan's  wireless 
phone  business  was  smothered  in  red 
tape.  Nippon  Telegraph  &  Telephone, 
the  world's  largest  telecom  company, 
introduced  cellular  to  the  Japanese 
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market  in  1979,  but  thanks  to  bureau- 
cratic meddling  and  NTT's  monopoly 
powers,  it  cost  consumers  around 
$700  to  sign  up  for  cellular  service, 
plus  $300  per  month  in  basic  fees.  You 
couldn't  own  your  own  cell  phone. 
You  had  to  lease  it  from  NTT.  No  sur- 
prise, as  the  U.S.  and  European  wire- 
less markets  surged  throughout  the 
1980s,  in  Japan  wireless  went 
nowhere. 

Fearful  that  Japan  was  falling  behind 
the  U.S.  in  mobile  communications, 
Japan's  Ministry  of  Posts  &  Telecom- 
munications in  December  1988  final- 
ly began  allowing   

rival  carriers  into 
the  market  with  a 
bit  of  leeway  to 
compete  with  NTT 
on  price.  In  April 
1994  the  Ministry 
granted  consumers 
permission  to  buy 
their  own  handsets, 
rather  than  rent 
them  from  carriers. 

A  little  competi- 
tion made  a  huge 
difference.  Four 
cellular  carriers 
jumped  into  each  of 
Japan's  major  urban 
markets.  Signing  up 
now  costs  as  little  as 
$90  and  basic  ser- 
vice $37  per  month 
plus  usage  charges, 
close  to  U.S.  levels.  Some  handsets — 
ever  smaller,  more  powerful  and 
cheaper — are  practically  given  away. 

The  phs  phones,  introduced  a  year 
ago,  are  even  cheaper  than  cellular.  It 
costs  just  $65  to  sign  up,  plus  a  $25 
monthly  fee.  Usage  charges  are  one- 
half  to  one-third  those  of  cellular 
phones,  or  about  as  cheap  to  use  as 
fixed-line  phones. 

All  told,  Japanese  portable  phone 
penetration  leapt  from  1.8%,  when  the 
market  was  deregulated  in  April  1994, 
to  15.4%  at  the  end  of  September — 
about  the  same  as  in  the  U.S.,  but  in 
far  less  time  than  it  took  us  to  achieve 
this  rate.  With  67%  of  its  cellular  and 
all  of  its  phs  phones  digital,  Japan  now 
leads  the  U.S.  in  digital  mobile  net- 
work penetration.  This  year  service 
providers  will  invest  nearly  $  1 5  billion 
in  equipment,  according  to  the  Postal 
Ministry.  The  wireless  phone  service 


market  should  rack  up  sales  of  $32  bil- 
lion in  the  year  through  next  March. 

Who's  cashing  in?  Equipment 
maker  Motorola  and  lots  of  other 
folks.  Among  NTT's  dozens  of  sub- 
sidiaries, two  of  the  three  largest  are 
regional  cellular  service  providers. 
Kouji  Ohboshi,  president  of  the  NTT 
Communications  Network  group, 
expects  cellular  phone  service  revenues 
to  jump  62%,  to  ¥2  trillion  ($18  bil- 
lion) in  the  fiscal  year  that  runs 
through  next  March. 

"Most  Japanese  companies  are  in 
mature  markets,"  says  Ohboshi,  "but 


a  portable-phone  distributor  founded 
by  Yasumitsu  Shigeta  eight  years  ago, 
when  he  was  22.  Earlier  this  year 
Shigeta  took  his  company  public  on 
Tokyo's  over-the-counter  market. 
Today  his  84.4%  stake  in  Hikari 
Tsushin  is  worth  $1.7  billion. 

With  Japan's  portable  phone  pene- 
tration rates  now  close  to  U.S.  levels, 
is  the  party  about  over?  No,  predicts 
the  Postal  Ministry  It  expects  Japan's 
125  million  residents  to  be  toting 
around  as  many  as  33  million  cellular 
and  phs  phones  by  the  year  2000, 
nearly  double  today's  level. 


Under  an  NTT  monopoly, 
Japan's  portable  phone 
market  went  nowhere. 
But  since  competition  spurred 
innovation  and  price  cuts  two 
years  ago,  sales  have 
skyrocketed. 


Cellular/PHS 
growth  estimates 


Portable  phone 
market  reaches 
19.3  million  subscribers  ^ 
9/30/96 

Portable  handset 
market  deregulated, , 
prices  plunge 


High  estimate 


.>.«**  Lowest 


Low  estimate 


NTT  launches 
cellular  service 


First  NTT 
rivals  enter 
market 


Personal 
Handy-phone 
System  (PHS) 
sales  begin  7/95 
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Source:  Japanese  Ministry  of  Posts  &  Telecommunications. 


telecommunications  is  still  a  growth 
business." 

Another  big  player  is  $6  billion 
(fiscal  1995  sales)  electronics  compo- 
nent maker  Kyocera.  Last  fiscal  year 
Kyoto-based  Kyocera  sold  $1  billion  in 
portable  communications  equipment 
and  phones,  and  sales  are  rising  rapid- 
ly. Kyocera's  visionary  chairman, 
Kazuo  Inamori,  also  moved  into  the 
telecommunications  business  back  in 
1984  by  creating  DDI  Corp.  to  com- 
pete against  NTT  in  long  distance  ser- 
vice. DDI  has  since  grabbed  the 
second -largest  share  of  Japan's  cellular 
market,  with  2.8  million  subscribers, 
and  leads  in  phs,  with  about  half  the 
country's  4  million  subscribers.  Just  12 
years  old,  DDI  Corp.  is  now  valued  at 
$17  billion  on  the  Tokyo  Stock 
Exchange. 

Then  there's  $509  million  (estimated 
fiscal  1996  revenues)  Hikari  Tsushin, 
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New  frills  for  the  handsets  are  in  the 
works.  From  next  spring,  for  example, 
phs  users  will  be  able  to  transmit  digital 
data  at  32  kilobits  (the  equivalent  of 
about  4,000  characters)  per  second, 
faster  than  the  current  28.8 
kilobits/second  standard  used  for  per- 
sonal computers.  Another  example: 
Sharp's  latest  Zaurus  personal  digital 
assistant  uses  cellular  signals  to  access 
the  Internet  and  transmit  E-mail  and 
digital  photos.  Several  makers  are  also 
selling  phs  handsets  that  double  as  cord- 
less phones  in  the  home. 

This  is  the  way  markets  are  sup- 
posed to  work.  Competition  spurs 
innovation,  knocks  down  prices  and 
boosts  demand.  In  the  end  everyone 
benefits.  Imagine  what  might  happen 
if  Japan's  entire  economy  were  subject 
to  the  competitive  forces  unleashed 
two  years  ago  on  its  mobile  phone 
sector.  MB 
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Why  do  school  costs  keep  rising?  Educrats  say  their  productivity 
matches  the  service  sector.  They're  wrong. 

The  school 

catastrophe 


By  Peter  Brimelow 

There's  endless  argument  about  the  quality  of  Ameri- 
can education.  Less  well  known:  the  quantitative  crisis, 
the  chronic  costliness  of  this  government-run  near 
monopoly.  Real  current  expenditure  per  student  relent- 
lessly quintuples  about  every  50  years  (see  chart). 

In  a  recent  National  Bureau  of  Economic  Research 
working  paper,  authors  Eric  A.  Hanushek  and  Steven  G. 
Rivkin  point  out  that  the  share  of  noninstructional  expen- 
ditures has  grown  from  one-fifth  in  1890  to  over  half  in 
1990.  This  suggests  growing  bureaucratization,  even 
though  some  instruction-related  costs  are  probably 
included  there. 

The  major  indisputable  elements  in  per-pupi!  costs: 
teacher  earnings  and  the  relentless  decline  in  the  pupil- 
staff  ratio.  The  latter  stood  at  35  in  1890,  17.3  in  1980 
and  15.4  in  1990. 

Laypeople  and  politicians  tend  to  assume  that  a  declin- 
ing pupil-staff  ratio  is  a  good  thing  because  of  its  loose 
connection  to  average  class  size.  Perhaps  surprisingly, 
however,  education  research  is  at  best  ambivalent  about 
whether  smaller  classes  improve  results.  And  to  econo- 
mists, it  implies  a  productivity  problem — because  output 
per  worker  is  falling. 

In  fact,  if  we  assume  that  the  quality  of  school  output 
is  constant,  which  seems  generous  given  recent  test  score 
history,  then  productivity  must  show  up  in  unit  costs.  A 
relentiess  cost  increase  like  that  of  the  education  industry, 
even  allowing  for  the  economy-wide  increase  in 
incomes,  can  only  mean  one  thing:  not  just  a  pro- 


ductivity problem — but  a  productivity  catastrophe. 

If  you  talk  about  education-industry  productivity  to 
Albert  Shanker,  the  combative  head  of  the  American  Fed- 
eration of  Teachers,  he  retorts  that  all  service  sector  pro- 
ductivity is  poor.  Yeah.  But  how  poor?  Forbes  decided  to 
make  a  comparison  (see  chart,  right). 

We  wanted  to  compare  schools  to  banks,  because  bank- 
ing was  also  a  highly  regulated,  relatively  skilled,  labor- 
intensive  industry  that  was  ripe  for  computerization  (ATM 
could  perfectly  well  stand  for  Automatic  Teaching 
Machine).  But  guess  what?  The  banking  revolution  has 
improved  productivity  so  much  that,  had  schools  matched 
it,  real  per-pupil  costs  would  be  about  where  they  were 
back  in  1970. 

Somehow,  we  didn't  think  Al  Shanker  would  like  that. 
So  we  chose  the  notoriously  fragmented  food  store  sector, 
where  productivity  has  actually  fallen.  But  not  as  much  as 
schools.  As  we  said,  a  catastrophe. 

"You  have  an  industry  whose  basic  technology  hasn't 
changed  for  hundreds  of  years,"  comments  William  A. 
Niskanen,  chairman  of  the  Washington,  D.C.- based  Cato 
Institute  and  former  acting  chairman  of  the  President's 
Council  of  Economic  Advisers.  "It's  not  allowed  to 
change.  Only  competition  can  force  it  to."  H 


Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 


1890  19iv,  1910 

Sources:  National  Bureau  of  Economic  Research;  Department  of  Education;  Bureau  of  Labor  Statistics. 
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$6,213 


Inflation-adjusted  current 
expenditure  per  pupil 


Other  current  spending  per  pupil" 
Instructional  staff  salaries  per  pupil 


Total  inflation-adjusted 
current  expenditure  per  pupil 
if  post- 1970  school  productivity 
had  matched  food  store  sector 


$4,264 
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Employment  law  is  the  hot  field  for  "rights"  litigation. 
Guess  who  gets  burned? 

Boss  harassment 


By  Tim  W.  Ferguson 

A  few  weeks  ago  Edison  Internation- 
al, parent  of  a  public  utility  in  south- 
ern California,  paid  over  $18  million 
to  settle  a  lawsuit  alleging  racial  bias  in 
worker  promotions.  Of  this,  $7  mil- 
lion went  to  the  plaintiffs'  lawyers  at 
the  Oakland  firm  of  Saperstein,  Gold- 
stein, Demchak  &  Bailer.  There  the 
Edison  money  commingled  with  huge 
payoffs  from  other  workplace  class 
action  suits  the  firm  had  won. 

Quite  a  roster.  The  Saperstein  firm 
had  a  $200  million  win  against  State 
Farm  Insurance  companies  over 
gender  discrimination,  a  $132.5  mil- 
lion hit  on  Shoney's  restaurants  (racial 
discrimination  in  staffing),  a  $94  mil- 
lion pact  with  American  Stores  (sex 
bias  at  Lucky  supermarkets).  Big  cases 
are  pending  against  Home  Depot  and 
Publix  Super  Markets. 

Long  a  legal  backwater,  employ- 
ment law  is  suddenly  a  field  in  which 
an  ambitious  lawyer  can  make  a  lot 
of  money.  Congress  helped  direct 
America's  modern 
bounty  hunters  to- 
ward the  workplace 
when  it  passed  the 
Civil  Rights  Act  of 
1991  and  other  recent 
attempts  to  cork  venal 
discrimination. 

The  1991  amend-  wtmm 
ments  opened  up 
compensatory  and  punitive  damages 
over  a  broader  range  of  workplace 
issues.  Since  the  defendants  are  often 
some  of  America's  wealthiest  corpo- 
rations or  public  institutions,  that's  an 
open  invitation  to  the  contingency- 
fee  crowd. 

Statistics  compiled  by  the  National 
Center  for  State  Courts  in  Williams- 
burg, Va.  show  that  in  the  nation's 
75  largest  counties  in  1992,  punitive 
damages  in  employment  cases  aver- 
aged $2,875  million.  That's  higher 
than  any  other  contract  or  tort  cate- 
gory, including  toxics.  Being  rational, 


''Employers  are  in 
the  same  position 
that  doctors  found 
themselves  in  during 
the  '70s  and  '80s." 


the  lawyers  are  following  the  money. 
Just  11  years  old,  the  National 
Employment  Lawyers  Association  has 
grown  to  3,000  members  and  is 
adding  new  members  at  the  rate  of 
40  per  month.  Most  come  from  civil 
rights  litigation,  although  others  are 
picking  up  the  scent. 

"There's  a  migration  of  plaintiff 
P.I.  [personal  injury]  lawyers,  the 
better  trial  attorneys,  to  employment 
cases,"  says  Gerald  Maatman,  who 
oversees  175  lawyers  specializing  in 
employment  law  at  Baker  &  McKen- 
zie  in  Chicago.  He  warns:  "Employ- 
ers, managers  and  supervisors  are  in 
the  same  position  that  doctors  and 
police  officers  found  themselves  in 
during  the  1970s  and  1980s." 

Baker  &  McKenzie  was  itself  the 
loser  in  a  celebrated  case  from  the 
blossoming  sexual  harassment  field  of 
workplace  litigation  (Forbes,  May  6). 
In  that  one  a  secretary  won  $3.5  mil- 
lion [after  a  judge  cut  the  jury  award 
in  half)  for  her  boss' 
crass  behavior.  But  as 
the  nation's  largest 
law  firm,  Baker  usual- 
ly confronts  these 
cases  on  behalf  of 
defendants  from  The 
Forbes  500. 

Maatman  estimates 
that  activity  in  em- 
ployment law  has  increased  fourfold 
to  tenfold  over  the  last  five  years  and 
created  a  huge  drain  on  manage- 
ment's resources.  Total  federal  law- 
suits charging  sundry  violations  of 
employment  law  are  more  numerous 
(19,059  in  1995)  and  have  increased 
faster  (up  127%  since  1991)  than  in 
any  other  civil  rights  category. 
Charges  filed  at  the  U.S.  Equal 
Employment  Opportunity  Commis- 
sion (eeoc)  and  equivalent  state 
agencies,  often  as  a  prerequisite  for 
lawsuits,  show  a  more  static  picture. 
However,  complaints  under  the 


Americans  with  Disabilities  Act — a 
1990  law  with  remedies  similar  to  the 
following  year's  Civil  Rights  Act — are 
a  big  new  factor. 

The  federal  filings — which  cover 
race  and  ethnicity,  sex,  religion  and 
disability,  in  addition  to  age  discrim- 
ination and  violations  of  the  Equal 
Pay  Act — leave  a  considerable  chunk 
of  employment  law  solely  to  the 
states.  It's  there  that  you  find  the 
breach-of-contract  or  tort  cases  alleg- 
ing "wrongful  termination"  or  some 
other  claim  of  an  unjustified  career 
blow.  An  ACLU  official's  study  esti- 
mated, total  U.S.  wrongful  discharge 
cases  at  about  10,000  annually. 

Bias  cases  also  can  be  filed  separate- 
ly at  the  state  level.  Plaintiff  lawyers 
go  to  state  court  because  they  may 
have  a  better  shot  at  jury  trials  and 
may  be  able  to  escape  the  caps  on 
compensatory  and  punitive  damages 
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that  are  built  into  the  federal  statutes 
($50,000  to  $300,000  per  claimant, 
depending  on  the  employer's  size). 

Waking  up  to  the  workplace  litiga- 
tion threat,  employers  are  scrambling 
to  figure  out  where  the  most  likely 
areas  of  danger  are.  Insurers  and 
others  involved  in  the  field  usually 
cite  California  and  Texas  as  the  two 
most  troublesome   states  in  the 


court  in  1986.  But  California's  cur- 
rent justices  have  recently  broken 
new  ground  with  "wrongful  demo- 
tion or  failure  to  promote"  rulings, 
holding  that  promotions  and  demo- 
tions are  not  necessarily  the  preroga- 
tive of  management  after  all.  The 
California  judges  are  also  sympathet- 
ic to  plaintiffs  alleging  "promissory 
fraud."  That's  when  the  hired  party 


nation.  This  makes  sense,  given  the 
strength  of  the  trial  bar  in  both  states. 

Cases  filed  with  California's 
Department  of  Fair  Employment  & 
Housing  rose  to  18,101  in  fiscal 
1996,  from  13,173  in  fiscal  1992. 
One  California- based  high-tech  man- 
ufacturer reports  that  two-thirds  of  its 
workplace  filings  occur  in  California — 
despite  the  fact  that  most  of  its 
employees  work  outside  the  state. 

The  California  Supreme  Court  has 
long  been  the  vanguard  for  judicial 
imperialists  intent  upon  driving  holes 
through  the  "employment-at-wiH" 
doctrine  that  traditionally  allowed  fir- 
ings based  on  subjective  or  discre- 
tionary criteria.  In  1981,  for  example, 
California  jurists  defined  certain  "good 
cause"  relationships  in  which  employ- 
ees could  not  be  fired  arbitrarily. 

California  voters  removed  four  lib- 
eral judges  from  their  state's  high 


finds  that  the  job  isn't  what  was 
advertised,  or  doesn't  last  as  long  as 
the  worker  thought. 

California  is  certainly  not  alone  in 
its  determination  to  arm  the  workers 
with  new  legal  cudgels  for  use  against 
their  bosses.  Washington,  D.C.  has 
four  times  as  many  workplace  claims 
per  capita  as  California,  according  to 
consultants  Milliman  &  Robertson. 
Colorado  and  Montana  are  also 
rough  on  employers. 

On  the  brighter  side,  New  York, 
though  it  has  a  large  and  active  work- 
place bar,  generally  respects  the 
"employment-at-will"  doctrine  and 
restricts  punitive  damages.  The 
South,  except  Florida  and  Alabama 
(with  their  muscular  plaintiff  bars),  is 
regarded  as  least  litigious. 

In  the  guise  of  protecting  helpless 
workers  against  omnipotent  bosses, 
these  workplace  suits  and  awards 


actually  increase  the  cost  of  labor  and 
thereby  destroy  jobs.  In  1992,  when 
the  problem  was  less  pronounced 
than  it  is  today,  rand  Corp.  estimat- 
ed that  in  the  states  with  the  loosest 
legal  interpretations  employment  was 
5%  less  than  it  would  have  been 
absent  employers'  fear  of  litigation 
from  employees.  And  the  burden  falls 
heaviest  on  groups  where  unemploy- 
ment is  already  high. 
Anna  Segobia  Mas- 
ters, a  Hispanic  and  a 
partner  at  Crosby, 
Heafey,  Roach  & 
May  in  Los  Angeles, 
says  there's  an  incen- 
tive among  protected 
minorities  "if  you've 
had  a  demotion  or  a 
pay  cut,  not  to  look 
at  your  own  perfor- 
mance," but  to  get  a 
lawyer  and  blame 
employer  bias. 

Not  all  attorneys 
are  in  the  field  for  the 
money,  and  workers 
do  get  abused.  But 
what  of  the  other 
side?  Susan  Grant  is 
president  and  chief 
executive  of  Elec- 
trolizing,  Inc.,  a  small 
chrome-plating  com- 
pany in  South-central 
Los  Angeles.  Three 
years  ago,  two  em- 
ployees dragged  the  company  into  an 
ugly  sexual  harassment  matter  be- 
tween them.  The  victim  accused 
Electrolizing  of  allowing  the  harass- 
ment. Her  tormentor  charged  the 
company  with  wrongful  termination 
when  he  was  fired  over  the  case. 

After  two  years  of  fact-finding, 
delays  and  depositions,  Grant  decid- 
ed to  settle.  "I  felt  I  had  no  control 
over  the  situation,"  she  says.  Elec- 
trolizing paid  the  alleged  harasser 
$70,000,  his  victim  got  $50,000  and 
the  lawyers  did  better  than  both. 

Susie  Grant  shakes  her  head.  "The 
only  thing  I  could  do  to  feel  better," 
she  says,  "was  to  think  that  one  of  the 
attorneys  would  spend  enough  of  this 
money  to  give  somebody  a  job."  A 
piddling  recompense  that  would  be. 
(For  an  account  of  lawyers  bailing 
out  because  they  are  disgusted  with 
their  profession,  see  p.  68.)  H 
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F  South  Africa's  new  political  and  economic  era. 
lerrill  Lynch  does  more  than  just  watch  these 
id  other  powerful  forces  of  change  throughout 
le  world.  We  help  people  everywhere  understand 


the  impact  of  these  forces  on  their  lives.  Insights 
that  help  countries,  companies  and  individuals 
shape  better  futures  make  the  difference. 
The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


Lawyers  claiming  to  represent  professional  salaried  workers  are 
trying  to  gouge  employers  for  huge  amounts  of  back  overtime  pay. 

The  $20  billion 
target 


By  Susan  Adams 

Registered  nurse  Janet  Klein  con- 
sulted a  lawyer  after  she  was  fired  by 
Chicago's  Rush-Presbyterian-St. 
Luke's  Medical  Center  in  1990. 
Attorney  Richard  Tupper  couldn't 
get  Klein  her  job  back,  but  he  was 
able  to  convince  the  influential  U.S. 
Court  of  Appeals  for  the  Seventh  Cir- 
cuit that  the  hospital  owed  his  client 
$8,000  in  back  pay  and  fines. 

Never  mind  that  Klein  was  a 
salaried  professional  who  never  put  in 
for  overtime.  Lawyer  Tupper  was  able 
to  show  that  Rush-Presbyterian  gave 
its  nurses  time  off  after  they  worked 
long  hours.  Moreover,  the  hospital 
had  docked  Klein's  pay  when  she  was 


late  to  work.  These  workplace  prac- 
tices were  enough  to  convince  the 
court  that  Klein  was  really  more  of  an 
hourly  worker  than  a  salaried  profes- 
sional— and  could  thus  collect  back 
pay  for  any  weeks  she  worked  more 
than  40  hours. 

Workplace  law  is  becoming  a  very 
lucrative  new  area  for  plaintiff  lawyers 
(see  story,  p.  150),  and  cases  demand- 
ing back  overtime  pay  could  swell  the 
lawyers'  coffers  even  more.  The 
Employment  Policy  Foundation,  a 
Washington,  D.C.  research  outfit 
funded  by  companies,  thinks  employ- 
er liability  in  back-overtime  cases 
could  run  as  high  as  $20  billion  in 


the  private  sector  alone. 

"It's  a  target  of  opportunity,"  says 
Edward  Still,  an  employment  plaintiff 
lawyer  in  Birmingham,  Ala.  "We  can 
rip  some  money  out  of  the  hide  of 
the  employer." 

Picking  up  on  the  1993  Klein 
precedent,  lawyers  last  year  filed  a 
class  action  suit  against  ARCO  Alaska, 
the  Anchorage-based  subsidiary  of 
Atlantic  Richfield  Co.  ARCO  Alaska 
had  suspended  a  supervisor  for  a  few 
days  and  docked  his  pay  for  sexually 
harassing  a  colleague.  The  trial 
lawyers  figured  this  meant  there  was 
a  policy  in  place  that  could  subject 
any  arco  professional  to  short-term 
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Tiffany  Works 

It's  easy  to  choose  an  appropriate  business  gift. 
It's  quite  another  matter  to 
manage  an  entire  business  gift  program. 

Because  even  if  your  taste  is  impeccable, 
even  if  the  design  is  timeless, 
even  if  it  is  well  within  your  budget  and  even 
if  your  package  creates  instant  excitement... 
so  much  can  go  wrong. 

Tiffany's  Corporate  Division  takes  your 

business  gift  program  seriously. 
So  the  right  gift  arrives  in  the  right  hands 
at  the  right  time.  Every  time. 
Tiffany  works. 


Tiffany  &  Co. 


FOR  INFORMATION  ON  A  TIFFANY  CORPORATE  ACCOUNT,    CALL  1-800-7  70-0080  EXT.  10 


pay  docking — and,  therefore,  that  all 
of  ARCO's  salaried  professionals  were 
really  just  working-stiff  hourlies  who 
should  have  been  paid  for  overtime. 
The  suit,  filed  last  year  in  Alaska  state 
court  (Alaska  law  tracks  federal  law  in 
this  area),  claims  ARCO  Alaska  owes  at 
least  two  years  of  overtime  pay — tens 
of  millions  of  dollars — to  all  of  the 
company's  hundreds  of  professional 
employees.  That  includes  accoun- 
tants, engineers  and 
other  high-ranking 
managers. 

"It's  an  T  gotcha' 
case,"  steams  Lloyd 
Loomis,  senior  cor- 
porate counsel  for 
arco  Alaska.  "These 
people  [the  profes- 
sionals] make  oodles 
of  money;  nobody  is 
expecting  overtime. 
This  is  crazy."  So  far  a  judge  has 
denied  class  action  status,  but  the 
plaintiffs  plan  to  reapply. 

The  Boeing  Co.,  too,  is  facing  a 
back-overtime  class  action  filed  on 
behalf  of  professional  engineers  and 
managers,  some  of  whom  make  as 
much  as  $120,000  a  year.  Plaintiff 


lawyers  say  the  potential  liability 
could  reach  more  than  $40  million.  A 
win  could  put  around  $15  million 
into  the  plaintiff  lawyers'  pockets. 
"It's  completely  and  totally  absurd," 
fumes  Douglas  Kight,  counsel  for 
Boeing.  The  U.S.  District  Court  in 
Seattle  agreed  and  dismissed  the  class 
action  suit  in  April,  but  the  Court  of 
Appeals  for  the  Ninth  Circuit  has 
agreed  to  hear  the  appeal. 

The  wellspring  of 
these  cases  is  a  techni- 
cal section  of  the  1938 
Fair  Labor  Standards 
Act  that  was  intended 
to  protect  low-wage 
workers  from  grueling 
overtime,  and  to  force 
employers  to  hire 
more  people.  The  law 
and  accompanying 
regulations  have  not 
been  substantially  updated  in  40 
years.  Plaintiff  lawyers  looking  for 
new  business  opportunities  have  dis- 
covered that  the  law's  many  fine 
points  and  exceptions  are  fertile 
ground  for  lawsuits. 

Under  the  Fair  Labor  Standards 
Act,  employers  must  pay  time-and-a- 


half  overtime  beyond  40  hours  a 
week  to  all  but  "exempt"  employees. 
Who's  exempt?  The  law  says  anyone 
"employed  in  a  bona  fide  executive, 
administrative  or  professional  capaci- 
ty." Exempt  employees  also  must  be 
paid  on  a  "salary  basis,"  which  means 
a  set  salary  paid  in  increments  of  no 
less  than  a  week,  regardless  of  the 
quantity  or  quality  of  the  work. 
That's  why  docking  of  pay  tripped  up 
Rush-Presbyterian  Medical  Center 
and  may  foil  ARCO  Alaska  and  others. 

The  Supreme  Court  is  about  to 
take  on  a  big  chunk  of  the  overtime 
controversy.  In  a  little-noticed  case 
on  the  docket  this  term,  Auer  v.  Rob- 
bins,  the  Court  will  hear  an  appeal 
brought  by  a  group  of  police 
sergeants  in  St.  Louis  who  say  they're 
owed  overtime  because  they  are  sub- 
ject to  a  disciplinary  policy  that 
would  dock  their  pay  for  less  than  a 
pay  period. 

If  the  Court  agrees  with  the  plain- 
tiffs that  just  having  a  short-term  pay- 
docking  policy  on  the  books  is 
enough  to  turn  professional  employ- 
ees into  hourly  workers,  the  flood- 
gates to  these  kinds  of  suits  could 
really  open  up.  ■ 


"It's  a  target 
of  opportunity. 
We  can  rip 
some  money 
out  of  the 
hide  of  the 
employer." 
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How  do  you  create  a 
better  office  worker? 


2 


Create  a 
better  office. 


Gooseneck  flexes 
to  view  computer 
screen  and  desktop 
documents. 


Projecting  brow 
minimizes  glare 
and  eyestrain. 


High  -  performance 
nose  fillers  smoke, 
dust,  pollen, 
airborne  \  iruses 


Specially 
curved  spine 
fits  standard 
office  chair. 


Fully  adjustable 
back  support 


Strain  - 
reducing 
gel  -  filled 
wrist  rest. 


Office  air  cleaner  helps  remove 
dust,  pollen,  bacteria,  and 

viruses.  Anti-  glare  computer 

filter  helps  relieve 
eyestrain. 


Document 
HL     holder  reduces 
neck  and  eye  - 
strain. 


Footrest  helps  properly  align 
entire  body  to  reduce  fatigue. 


Precise  mousing 
surface  provides 
superior  tracking. 


Right  arm 
hyper-  extends 
for  complex 
mouse 
maneuvers. 


Telescoping 
legs  assure 

correct 

posture. 


3M  takes  a  uniquely  holistic  approach  to  Office  Ergonomics. 
Rethinking  the  entire  work  environment  to  create  less 
physical,  mental,  and  emotional  stress  -  with  greater  comfort 
and  productivity.  The  nature  of  work  is  changing.  Our 
solutions  help  manage  that  change.  One  more  example  of 

how  we  go  from  need  to... 


©  3M  1996 


3M  Innovation 

For  more  information,  call  I -800-332-74K3,  or  Internet:  http://www.mmm. com/ergonomics 


They  know 
something 

that  their 
competitors 

don't 


By  Nina  Munk  and  Suzanne  Oliver 


Staying 
on  the 
200  Best 
is  as  hard 
as  getting  on. 
Here  are  ten 
companies 
we  think  have 
what  it 
takes  to 
remain 
winners. 
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Over  the  past  five  years  the  Nasdaq  composite  index  out- 
performed the  s&P  500,  averaging  an  annual  19%  return 
versus  13%.  Those  figures  are  misleading,  however.  They  fail 
to  show  that  small-stock  superiority  is  the  result  of  a  rela- 
tively low  number  of  runaway  successes.  You  can  win  big  in 
small  stocks.  You  can  lose  big,  too. 

We've  published  this  list  of  the  Best  Small  Companies 
since  1979,  but,  we  confess,  our  list  doesn't  outperform  the 
Nasdaq  composite  index.  Our  1995  list  only  tied  the 
Nasdaq's  23%  gain.  Our  1991  list  of  the 
200  Best  Small  Companies  has,  over  five 
years,  recorded  an  88%  gain  (excluding 
dividends)  versus  140%  for  the  Nasdaq 
composite.  Only  44  of  the  200  compa- 
nies on  our  1991  list  outperformed  the 
Nasdaq  index. 

The  explanation  is  utterly  simple: 
High  past  returns  generate  high  stock 
prices  but  also  attract  competition.  The  competition  almost 
always  drives  down  the  returns,  and  the  people  who  paid  up 
to  buy  those  high  returns  are  frequently  disappointed.  Thus, 
last  year's  hottest  companies  are  often  poor  market  per- 
formers in  subsequent  years. 

Is  there  a  way  to  identify  the  likely  long-term  winners? 
There's  no  sure  way,  but  there  are  signs  one  can  look  for. 

Bear  with  us  while  we  review  the  qualifications  for  making 
the  200  Best.  Some  competitors'  lists  emphasize  sales 
growth.  We  rank  our  200  Best  Small  Companies  by  return 
on  equity,  then  eliminate  those  that  have  lost  momentum. 
(For  more  on  how  companies  make  the  cut,  see  p.  224.) 

First  Team  Sports  is  a  good  example  of  why  past  sales 
growth  is  no  evidence  of  success.  The  in-line  skates  maker 


ranks  53  on  a  rival  magazine's  list  of  fast-growing  compa- 
nies, published  last  month.  But  First  Team  didn't  make  our 
list.  Why?  The  company's  latest  quarterly  earnings  slumped 
88%.  Its  stock  has  fallen  from  a  52-week  high  of  18%  to  a 
recent  8%.  That's  performance? 

To  make  our  list,  a  company  must  have  averaged  at  least 
a  14.5%  return  on  equity  for  each  of  the  past  five  years.  That 
is  a  high  hurdle.  It  quickly  eliminates  high-flying  companies 
that  have  yet  to  earn  a  dime. 

What  it  cannot  do  is  identify  com- 
panies that  are  about  to  peak.  Take  a 
look  at  Lone  Star  Steakhouse  & 
Saloon.  The  Texas-style  restaurant 
chain  snagged  the  number  one  spot  on 
our  list  for  the  past  three  years.  But  in 
the  last  12  months  Lone  Star's  presi- 
dent has  quit,  the  company  has  taken  a 
$6  million  writeoff,  and  insiders, 
including  Chief  Executive  Jamie  Coulter,  have  been  selling. 
While  total  sales  are  up,  same-store  sales  are  off,  and  Lone 
Star's  stock  is  down  39%  from  its  52-week  high. 

While  Lone  Star  was  stumbling,  Fastenal  Co.,  on  our  list 
for  nine  years  running,  has  exceeded  all  expectations.  This 
chain  of  bolt-and-screw  stores  has  added  102  new  outlets 
since  appearing  on  our  list  last  year.  Sales  at  stores  open  five 
years  or  longer  are  up  12%  in  the  past  12  months.  At  those 
open  two  to  five  years,  the  increase  is  37%.  Such  perfor- 
mance explains  the  stock's  26%  rise  in  the  past  12  months. 

How  do  you  separate  the  Lone  Stars  from  the  Fastenals? 
Use  our  list  as  a  starting  point  for  quantitative  analysis.  From 
there  start  the  qualitative  analysis.  Take  the  approach  of  leg- 
endary money  man  Philip  Fisher:  You're  not  just  buying  a 


Use  our  list  as  a  starting 
point  for  quantitative 
analysis.  From  there  start 
the  qualitative  analysis. 
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Latex  gloves?  Tow  trucks?  Cement?  Boring,  right?  No  way.  These  are  10  of  the  200  Best  Small  Companies  we  believe  have 
a  real  competitive  edge.  We  think  these  companies — and  their  stocks — will  keep  going  and  going. 


caused  by  a  fad  or  temporary  market  conditions. 

By  making  constant,  incremental  improvements  to  its 
manufacturing  process,  Medusa  keeps  costs  so  low  it  beats 
the  pants  off  other  cement  companies  (p.  172).  Miller's 
chief  executive,  William  Miller,  has  figured  out  how  to 
make  his  employees,  customers  and  distributors  as 
devoted  to  his  trucks  as  trendy  teens  are  to  Nike 
sneakers  (p.  184). 

A  member  of  our  200  Best  Small  Companies  list 
for  three  of  the  past  five  years,  Roper  keeps  chug- 
ging away,  buying  up  tiny  but  highly  profitable 
companies  that  its  competitors  overlook  (p.  182). 
Southern  Energy  outshines  others  in  its  business  by 
being  flexible  and  building  its  mobile  homes  to 
meet  even  the  most  peculiar  customer  specifications  (p.  169). 

If  you  favor  Benjamin  Graham's  value-oriented  approach 
to  investing,  you  probably  won't  take  a  shine  to  many  com- 
panies on  our  200  Best  list.  By  most  measures,  the  valua- 
tions of  these  stocks  look  outrageous.  Their  average  esti- 
mated 1997  price/earnings  ratio  is  21.7,  versus  17  for  the 
Nasdaq  composite.  Their  median  price-to-book  value  is  4.6, 
versus  2  for  the  Nasdaq.  But  for  the  price  you  pay,  you  also 
get  better- than-average  growth.  (In  choosing  our  Honor 
Roll,  we  ruled  out  companies  whose  price/earnings  ratios 
exceeded  their  expected  growth  rates.) 

Will  the  10  companies  on  the  Honor  Roll  beat  the  under- 
performance  jinx  that  has  afflicted  the  200  Best?  We'll  be 
back  with  answers  next  year — and  in  subsequent  years.  Bl 


stock,  you're  buying  a  piece  of  a  business.  You 
want  to  buy  into  a  business  that  has  an  edge  com- 
petitors cannot  easily  copy.  This  involves  thinking  like  ™ 
a  business  person,  not  just  like  a  conventional  securities 
analyst. 

In  this  spirit,  we  go  beyond  sheer  numbers  and  seek 
to  identify  10  of  the  200  Best  we  are  convinced  have 
the  momentum  to  grow  right  off  the  200  Best  onto 
one  of  The  Forbes  500s'  big  company  lists — like  Cisco 
Systems,  last  on  the  200  Best  in  1992,  or  Franklin 
Resources,  last  on  in  1991.  Computer  Associates, 
Adobe  Systems  and  Mylan  Laboratories  are  other 
famed  companies  that  graduated  from  the  200  Best 
Small  Companies  list. 

In  search  of  those  with  staying  power  we  did  what  we  think 
Philip  Fisher  or  Warren  Buffett  would  have  done:  Start  with 
the  numbers  and  then  go  beyond  them  into  the  real  world  of 
people  and  concepts  and  business  fundamentals. 

The  ten  companies  listed  here  on  our  Honor  Roll — and 
profiled  in  the  following  pages — have,  we  believe,  figured 
out  something  their  competitors  don't  yet  know. 

As  we  did  our  fundamental  research,  one  thing  surprised 
us:  Most  of  the  companies  that  seemed  to  display  real  stay- 
ing power  were  in  rather  dull-sounding  businesses.  Miller 
Industries  makes  tow  trucks.  Medusa  makes  cement.  Roper 
Industries  makes  pumps  and  valves.  Southern  Energy  makes 
mobile  homes.  Boring,  boring,  boring.  But  these  companies 
have  a  real  competitive  edge,  not  just  a  temporary  advantage 
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Vizio  means  "vision"... 
in  the  international  language  of 
"Esperanto".  The  name  of  this  watch, 
as  well  as  the  sculptured  box  that 
encases  the  Movado  Vizio,  embodies 
the  115-year  Movado  philosophy  of 
design  innovation  in  time  technology. 


INTRODUCING  THE  MOVADO  VIZIO: 
A  POST-MODERN  PERSPECTIVE  ON  TIME 


TOWNE 
JEWELERS 
Phoenix,  AZ 
602-375-0286 

THE  GOLD 
FACTORY 
Las  Vegas,  NV 
702-737-5151 


SWISS  TIME  CENTRE 
Long  Beach,  CA 
310-434-9393 


The  Movado  Vizio™.  In  solid 
stainless  steel  or  steel/1  8K  gold. 
Scratch-proof  hard  metal  bezel. 
Push-button  deployant  clasp.  Swiss 
made.  Sapphire  crystal.  Water  resis- 
tant to  50m.  Quartz.  Strap  model 
also  available.  Starting  at  $995. 

MOVADO 

V0O 

For  a  Iree  brochure,  call  loll  free  1-888-oul0VAD0 
http://www  vizio.com 


AMD  chips  help  carry  half 
of  all  cellular  phone  calls  in 
Europe.  Chips  that  help  make 
international  communication  — 
of  voice  and  data  —  faster, 
simpler  and  clearer.  Telephone 
networks,  however,  are  just  one 
way  AMD  helps  you  stay  con- 
nected globally.  Today,  our  chips 
help  carry  80%  of  all  Internet 
traffic.  So  whether  by  voice-mail 
or  e-mail,  AMD  helps  keep 
your  ever-changing  schedule 
on-schedule.  Visit  our  website 
or  call  1-800-222-9323. 


mil 


AMD  Flash  Memory  chips 
consume  very  little  power  yet  deliver 
the  rugged  performance 
today's  cell  phones  demand. 


AMD  J 


www.amd.com 
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McAfee  Associates  earns  tha  highest 
margins  in  the  software  business  by 
delivering  its  programs  over  the  Internet. 

The  new 
distribution 

By  Scott  Woolley 

"Wk  do  things  pretty  differently  around  here,"  says 
William  Larson,  the  hyperkinetic  chief  executive  of  Santa 
Clara,  Calif. -based  software  maker  McAfee  Associates. 
"You  can't  achieve  the  kinds  of  results  we've  achieved 
without  breaking  the  rules." 

Most  software  companies  sell  their  software.  Dumb, 
argues  Larson,  as  he  bounds  through  the  company's 
offices,  leaving  a  reporter  scrambling  to  keep  up.  McAfee 
Associates  licenses  its  computer  network  security  and 
management  software  for  two  years  at  a  time.  This 
reduces  its  customers'  upfront  costs,  but  favors  McAfee 
over  the  long  term. 

Broken  rule  number  two:  Software  companies  should 
sell  major  upgrades  every  18  months.  Dumb  again,  says 
Larson.  Upgrades  should  be  frequent  and  free.  McAfee 
churns  out  mini-upgrades  every  quarter  and  zips  them  to 
licensees  over  the  Internet. 

"This  is  the  software  business  model  everyone  will  be 
using  within  ten  years,"  declares  Larson,  40. 

McAfee's  programs  do  things  like  protect  computer 
networks  from  viruses,  monitor  software  usage  on  the 
personal  computers  in  local  area  networks  and  facilitate 
backup  storage  on  networks.  Thanks  to  its  two-year 
licensing  program  and  the  low  cost  of  distributing  over 
the  Internet,  McAfee  has  the  highest  gross  margins  in  the 
software  business.  Its  gross  margins  are  95%,  compared 
with  rival  Symantec's  76%.  Last  year  the  company  earned 
a  whopping  $15  million  on  $90  million  in  revenues. 

Larson  took  the  helm  at  McAfee  after  founder  John 
McAfee  suffered  a  mild  heart  attack  two  years  ago.  The 
company  was  quickly  outgrowing  McAfee,  who  pioneered 
software  distribution  over  the  Internet,  and  was  ripe  for 
new  management. 

Larson,  an  alumnus  of  the  Wharton  School  of  the  Uni- 
versity of  Pennsylvania,  Stanford  Law  School,  Apple 
Computer  and  Sun  Microsystems,  recognized  the  value 
of  McAfee's  unusual  business  model.  By  selling  over  the 
Internet,  McAfee  could  underprice  competitors  who  still 
sold  products  on  floppy  disks.  And  McAfee's  constant 
upgrades  built  loyalty.  Renewal  rates  top  85%. 

But  Larson  also  recognized  diat  McAfee's  single  antivi- 
ral product  line  left  the  company  vulnerable  to  competi- 
tors selling  bundled  network  software  products.  So,  using 
cash  and  McAfee's  high-flying  stock,  Larson  has  acquired 
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E  12  new  products  in  the  field  of  network  security  and  man- 
|  agement.  As  it  did  with  its  antiviral  software,  McAfee  is 
pj  selling  these  products  over  the  Internet  at  prices  as  much 
|  as  50%  lower  than  competitors'.  Larson  hopes  this  will 
§  help  him  gain  market  share  quickly.  That  strategy  worked 
°  in  the  antiviral  field,  which  McAfee  dominates. 

Today,  McAfee  earns  just  60%  of  its  revenues  from  its 
antiviral  programs.  Revenues  in  the  first  six  months  of  this 
year  are  up  more  than  100%  over  die  same  period  last  year. 

Competitors  are  slowly  becoming  wise  to  the  benefits 
of  McAfee's  strategy,  but  are  fearful  of  imitating  it  whole- 
heartedly. Symantec  plans  to  sell  its  antiviral  software  over 
the  Internet  in  the  next  quarter.  Yet  the  company  will 
price  the  old-fashioned  way — a  one-time  fee  with  addi- 
tional charges  for  major  upgrades. 

"That,"  says  Larson  contemptously,  "is  a  classic  1980s 
way  to  run  a  software  company." 


Most  truck  drivers  barely  tolerate  their 
employers.  At  Knight  Transportation 
they're  big  fans  of  the  boss. 

Happy  drivers, 

happy 

customers 

By  Bruce  Upbin 

Drivers  for  Knight  Transportation  are  posting  love  letters 
to  the  boss  on  the  Internet's  popular  "misc. transport, 
trucking"  chat  room.  James  Campbell  is  one  of  them. 
He  boasts  about  how  he  gets  to  go  home  every  night 
after  hauling  groceries  to  Houston-area  supermarkets 
from  an  Albertson's  distribution  center  in  Katy,  Tex. 
Knight  "is  the  best  company  out  there  today,"  moons 
Campbell. 

A  wife  of  another  driver  raves:  "The  Knight  family  is 
involved  with  every  part  of  the  company,  and  they  are  so 
driver- friendly." 

Weird.  But  then  so  is  Phoenix,  Ariz. -based  Knight 
Transportation.  The  typical  Knight  driver  is  happy, 
nonunionized  and  motivated.  In  an  industry  where  100% 
annual  driver  turnover  is  typical,  Knight's  turnover  is 
50%.  And  Knight  drivers  reach  their  destination  at  the 
promised  hour  98%  of  the  time. 

No  magic  here.  Just  lots  of  little  things.  Knight  is  one 
of  only  two  trucking  firms  that  rewards  its  drivers,  or,  as 
Knight  calls  them,  "driving  associates,"  with  stock 
options.  Because  its  trucks  make  trips  that  average  just 


165 


N  HIYIEmbft 


/ 


494  miles,  Knight's  drivers  get  home  about  three  nights 
a  week.  The  industry  norm  for  short-haul  carriers  is  more 
like  two  nights  a  week. 

Happy  drivers  make  for  happy  customers.  Knight  is  the 
fastest  growing  and  most  profitable  publicly  traded  truck- 
ing outfit  in  America.  Over  the  last  five  years  revenue  and 
earnings  have  grown  at  an  annual  compound  rate  of  43% 
and  61%,  respectively.  Last  year,  when  overcapacity  forced 
losses  on  most  carriers,  Knight's  net  income  still  rose  42%. 
Knight's  return  on  equity — 26%  for  the  latest  12  months 
— is  more  than  twice  the  average  for  public  trucking 
companies. 

This,  with  a  vengeance,  is  a  family  business.  Two  sets 


of  brothers,  each  set  a  cousin  to  the  other,  see  to  the 
details.  Randy  Knight,  48,  is  chairman.  His  brother  Gary, 
45,  is  president.  Randy's  cousin  Kevin  Knight,  40,  is  chief 
executive.  Kevin's  brother  Keith,  42,  runs  the  sales  oper- 
ation out  of  Los  Angeles. 

The  Knights  are  all  lifelong  trucking  hands.  After  high 
school  all  four  entered  the  management  track  at 
crosstown  rival  ($458  million,  1995  sales)  Swift  Trans- 
portation, run  by  the  Moyes  family.  As  a  non-Moyes,  the 
ambitious  Randy  Knight  figured  he  could  only  go  so  far 
at  Swift.  So  he  left  in  1985  and,  once  his  five-year  non- 
compete agreement  was  up,  started  Knight  Transporta- 
tion with  his  brother  and  cousins. 
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The  Knight 
Transportation 
family:  Kevin  (top) 
and  (from  left  to 
right)  Randy,  Gary 
and  Keith 
There  are  plenty 
of  trucking 
companies  out 
there,  but  the 
Knights  do 
the  job  better 
than  most. 


To  get  things  going  each  contributed  $50,000.  With  a 
$10  million  line  of  credit  from  Mercedes-Benz  of  North 
America  they  started  building  a  fleet.  They  now  have 
some  525  trucks. 

The  Knights  stick  to  regional,  short  to  medium-length 
hauls.  This  enables  them  to  specialize,  and  it  also  enables 
them  to  offer  their  drivers  all  those  nights  at  home. 

This  is  no  niche  market:  Three-quarters  of  all  truckload 
freight  moves  less  than  500  miles.  But  Knight  does  the 
job  better  than  anyone.  By  focusing  on  fewer  routes  and 
choosing  customers  carefully,  Knight  sees  that  its  trucks 
are  fully  loaded  in  both  directions.  "We  can't  charge  more 
than  other  carriers,  so  we  run  in  lanes  where  the  numbers 


work  best  for  us,"  says  Gary  Knight. 

Result:  Knight  brings  in  $1.26  per  mile,  12%  better 
than  its  closest  trucking  peers.  Empty  trucks  account  for 
only  a  tenth  of  all  miles  driven,  one  of  the  lowest  "dead- 
head" rates  among  regional  carriers. 

Knight  runs  a  lean  back  office,  too.  Its  ratio  of  5.5  driv- 
ers to  every  nondriver  is  second  only  to  Heartland 
Express,  another  member  of  our  200  Best  Small  Compa- 
nies list. 

The  Knight  clan  took  their  company  public  in  1994, 
selling  20%  for  $22  million,  before  fees.  Since  then  the 
stock  has  climbed  from  12  to  a  recent  2VA.  Despite  a  $30 
million  secondary  offering  in  July,  the  family  still  owns 
60%,  worth  about  $128  million. 

To  keep  the  growth  corning,  Knight  opened,  in  March, 
its  first  terminal  east  of  the  Mississippi — in  Indianapolis. 
This  year  analysts  expect  the  company  to  earn  $7.5  mil- 
lion, or  79  cents  a  share,  on  $78  million  in  revenue. 

The  Knights  aren't  resting  on  their  laurels.  Says  a  deter- 
mined Gary  Knight:  "Just  because  you  did  it  yesterday 
doesn't  mean  you're  going  to  do  it  today." 


Most  of  the  money  spent  on  workers' 
compensation  goes  to  just  15%  of 
injured  workers.  David  Prosser  has 
figured  out  how  to  get  that  15%  back 
to  work. 

Can't  lift 
boxes? 
Then  sweep 
the  floors 

By  Nina  Munk 

It's  never  too  late.  David  Prosser  started  RTW,  Inc.  at 
age  59.  Today  he's  72.  Time  to  retire?  "Never," 
answers  Prosser  over  an  early  morning  bowl  of  corn- 
flakes. "I'm  having  way  too  much  fun." 

Minneapolis,  Minn. -based  RTW  looks  after  workers' 
compensation  programs  for  1,500  companies  in  four 
states.  It  sells  the  insurance  and  helps  get  the  employees 
back  to  work  quickly.  That  doesn't  sound  like  much 
fun — until  you  look  at  the  numbers. 

Over  the  past  five  years  RTW — which  stands  for  Return 
To  Work — has  averaged  an  annual  45%  return  on  equity, 
earning  it  the  number  11  spot  on  our  200  Best  Small 
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Companies  list.  Last  year  the  firm  boasted  revenues  of 
$49  million,  up  over  thirteenfold  from  three  years  earli- 
er. Net  income  was  $7  million,  or  95  cents  a  share,  up 
from  3  cents  a  share  in  1992. 

A  1947  engineering  graduate  of  the  University  of 
Minnesota,  Prosser  decided  early  on  that  corporate  life 
was  not  for  him,  so  he  bought  a  small  temporary-help 


company.  In  the  early  1980s  a  health  maintenance  orga- 
nization approached  Prosser.  The  HMO  wanted  to  save 
money  by  sending  hospitalized  patients  with  back  prob- 
lems back  home  where  riiey  would  be  cared  for  by  nurses 
from  Prosser's  firm. 

Something  strange  happened.  Of  the  350  patients 
Prosser  was  supposed  to  tend  to,  just  4  ended  up  in  his 
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RTW's  Dave  Prosser  and  friend 
"The  company  wins,  the  employee 
wins,  we  win.  The  only  ones  who 
lose  are  the  lawyers  and  the 
medical  providers." 


care.  The  rest  of  them  disap- 
peared— their  back  pains  mirac- 
ulously cured. 

With  a  little  investigation  into 
the  mystery,  Prosser  found  that 
back  trouble  is  often  a  symptom 
of  stress  from  other  problems — 
sexual  dysfunction,  money  trou- 
ble, marital  problems. 

What  "cured"  all  these  disap- 
peared patients?  Prosser  con- 
cluded that  many  of  them  were 
so  horrified  at  the  prospect  of 
being  sent  home  to  face  their 
problems  that  they  preferred  to 
go  back  to  work.  That  got  Pross- 
er thinking:  Wouldn't  it  be 
cheaper  to  deal  with  the  real 
problem  rather  than  treat  these 
unresolved  back  pains  for 
months  on  end? 

Prosser  was  on  to  something. 
Workers1  comp  premiums  paid 
in  1993  were  $57  billion,  up 
from  $23  billion  a  decade  earli- 
er, according  to  the  Workers' 
Compensation  Tear  Book.  Clearly 
there  was  money  to  be  made  in 
bringing  those  costs  down.  So 
Prosser  got  out  of  the  temp 
business  and  into  workers' 
compensation. 

Key  to  his  approach  was  the 
knowledge  that  15%  of  injured 
workers  consume  85%  of  money 
spent  on  workers'  compensation. 
Of  that  15%,  three-fifths  suffer 
from  back  trouble.  "The  types  of 
people  who  fall  into  that  15% 
often  have  addictive  personali- 
ties," says  Prosser.  "So  they 
become  addicted  to  workers' 
comp,  too." 

rtw's  primary  job  is  to  identi- 
fy the  addictive  personalities. 
That  requires  hands-on  work  that  many  big,  traditional 
workers'  compensation  insurance  companies  are  ill- 
equipped  to  handle. 

How  does  rtw  do  it?  It  operates  16  teams  of  6  people. 
Each  group  is  responsible  for  just  $4  million  to  $6  mil- 
lion in  premiums.  That  gives  room  to  micromanage. 
Every  worker's  comp  claim  filed  with  rtw  is  examined 


by  an  RTW  team  within  48  hours.  The  cases  that  require 
special  attention  are  thus  quickly  identified. 

The  main  objective  is  to  get  people  back  to  work. 
Prosser  uses  a  tough-love  approach:  If  a  worker  can  no 
longer  lift  heavy  boxes,  for  example,  then  RTW  will  find 
her  a  job  sweeping  floors  until  her  health  improves.  That 
reduces  the  amount  RTW  shells  out  in  claims.  Most 
important,  it  forces  the  worker  back  into  her  old,  steady 
routine,  which  Prosser  believes  is  an  important  step 
toward  healing. 

Last  year  rtw's  combined  loss  ratio  (all  losses  and 
expenses  as  a  percent  of  earned  premium)  was  81.2%. 
That  compares  with  101.7%  for  the  entire  field  of  work- 
ers' comp  insurance  (in  1994,  the  latest  available  year). 

Prosser  claims  that  over  a  four-year  period  rtw  saves 
employers  an  average  of  50%  on  workers'  compensation 
insurance.  "The  company  wins,  the  employee  wins,  we 
win,"  says  Prosser,  whose  family's  52%  stake  in  the  com- 
pany is  now  worth  around  $165  million.  "The  only  ones 
who  lose  are  the  lawyers  and  the  medical  providers." 

In  April  1995  Prosser  sold  30%  of  rtw  to  the  public 
for  $30  million,  before  fees.  Offered  at  a  split- adjusted 
8%,  RTW  recently  traded  at  26%,  a  lofty  33  times  expect- 
ed 1996  earnings. 


Southern  Energy  Homes  can  build  you 
a  mobile  home  with  a  wood-burning 
fireplace,  and  even  a  gym. 

We  aim  to  please 

By  Luisa  Kroll 

Mary  Lee  and  Bruce  Gruber's  new  three-bedroom 
home  arrived  on  July  1  in  three  pieces.  The  first  truck 
brought  the  dining  room  and  the  master  bath,  with  a 
sunken  bathtub  and  shower  built  for  two.  The  second 
truck  hauled  most  of  the  master  bedroom  and  the  234- 
square-foot  kitchen  with  oak  cabinets  and  a  center 
island.  The  third  truck  pulled  in  the  living  room,  com- 
plete with  a  real  wood-burning  fireplace.  Thank  you, 
Southern  Energy  Homes. 

By  the  end  of  the  week  the  pieces  were  assembled,  and 
Mary  Lee  and  Bruce  Gruber  (a  pallet  manufacturer), 
walked  through  the  door  of  their  $70,000  manufactured 
home.  Contrary  to  some  people's  ideas,  mobile  homes, 
or  manufactured  homes,  as  they  are  called  today,  are  no 
longer  just  for  low-income  people  crammed  into  concrete 
parks.  Thanks  to  better  materials  and  manufacturing, 
more  affluent  Americans,  like  the  Grubers,  are  buying 
manufactured  homes,  which  can  cost  half  as  much  as 
comparable  site-built  homes. 

No  one  is  better  at  catering  to  the  affluent  but  cost- 
conscious  mobile  home  buyer  than  Addison,  Ala. -based 
Southern  Energy  Homes.  You  want  to  move  the  bath- 
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Southern  Energy  Homes  Chief  Executive  Wendell  Batchelor 

Fax  him  your  floor  plan,  and  he'll  build  you  a  mobile  home. 


room,  build  a  television  set  into  the  wall,  add  a  skylight? 
Southern  Energy  Homes  builds  to  order. 

Chief  Executive  Wendell  Batchelor,  54,  founded  South- 
ern Energy  Homes,  named  for  its  energy-efficient  units, 
in  1982  after  managing  a  competitor's  high-priced  mobile 
home  division.  Today  the  $241  million  (revenues)  com- 
pany is  a  leader  in  the  marketplace  for  high-priced  mobile 
homes  in  the  southeastern  U.S. 

While  other  manufacturers  also  customize,  that  usual- 
ly means  giving  customers  a  choice  among  options  A,  B 
or  C.  No  one  matches  the  flexibility  available  at  Southern 
Energy  Homes.  Home  buyers  can  walk  into  one  of  its 
441  independent  dealers  with  their  own  floor  plans.  The 
dealer  faxes  the  plans  to  one  of  Southern  Energy  Homes' 
engineers,  who  reviews  them  and  quotes  a  price  that 
same  day. 

"Most  manufacturers  won't  move  a  wall  5  feet  to  fit  an 


old  antique  dresser,  but  Southern  Energy  will,"  says  Jan 
Davis,  who  sells  the  homes  of  four  different  manufactur- 
ers at  her  Corky's  Dealership  in  Prattville,  Ala. 

This  customizing  has  its  cost.  Most  Southern  Energy 
plants  produce  just  seven  home  sections  a  day,  compared 
with  the  industry  average  of  ten.  But  what  Southern 
Energy  loses  in  volume,  it  recoups  in  profits.  The  com- 
pany's 7.2%  operating  profit  margin  is  among  the  high- 
est of  mobile  home  manufacturers.  Addison,  Ala.  neigh- 
bor Cavalier  Homes  (number  152  on  our  Small 
Companies  list),  specializes  in  low-to-medium-priced 
homes  and  has  just  a  5. 3%. operating  margin.  Southern 
Energy  now  offers  customized  mobile  homes  in  most 
price  ranges;  the  higher-priced  units  contribute  to  its 
higher  profitability. 

Today,  one  in  three  new  homes  sold  is  a  mobile  home, 
up  from  one  in  four  in  1991.  Batchelor  was  smart  to  see 
that  the  market  was  moving  upscale  as  the  cost  savings 
began  to  overcome  the  stigma.  "We've  come  a  long  way 
from  the  trailer  park  days,"  he  boasts. 
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ONE  CENTRAL  PARK  WEST 

For  those  who  are  at  home  with  world-class 
service  and  luxury  comes  an  exquisite  collec- 
tion of  residences  at  the  top  of  the  Manhattan 
skyline.  Soaring  52  stories  over  the  gateway  to 
Central  Park,  Trump  International  Hotel  and 
Tower  offers  the  most  elegant,  beautifully 
appointed  residences  anywhere  in  the  world. 

Already  over  75%  sold,  the  condominiums  at 
Trump  International  will  be  ready  for  occu- 
pancy in  January  1997.  Tower  Residences 
from  $915,000,  Hotel  Suites  from  $419,750* 

For  further  information,  please  contact: 

The  Sunshine  Group,  Ltd., 
Exclusive  Marketing  and  Sales  Agent. 
Sales  Center  at  108  Central  Park  South, 
New  York,  NY  10019. 
(212)247-7000  Fax  (212)  664-1936 
Broker  participation  invited. 

*The  Windsor  Collection  and  Excelsior  Collection  Suites. 

Developed  by  The  Trump  Organization,  The  Galbreath  Company 
and  General  Electric  Pension  Trust. 

The  complete  offering  terms  are  in  an  Offering  Plan  available  from  the  Sponsor. 

We  are  pledged  to  the  letter  and  spirit  of  U.S.  policy  for  the  achievement  of  equal  housing 
opportunity  throughout  the  Nation.  We  encourage  and  support  an  affirmative  advertising  ana 
marketing  program  in  which  there  are  no  barriers  to  obtaining  housing  because  of  race,  color, 
religion,  sex,  handicap,  familial  status  or  national  origin. 
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How  do  you  earn  15%  net  margins  in 
the  cement  business?  Ask  Medusa. 

Step  ahead — 

and  avoid 
fads 

By  Kambiz  Foroohar 


"You  just  have  to  be  the  lowest-cost  producer  in  your 
patch,"  says  Robert  Sheldon  Evans,  Medusa  Corp.'s 
chief  executive.  Easier  said  than  done.  In  a  tough  busi- 
ness— cement — Medusa  does  it. 

Evans  makes  it  look  easy.  Over  the  past  five  years  his 
Cleveland  Heights,  Ohio-based  company  has  averaged  an 
annual  41%  return  on  equity.  Last  year  it  boasted  rev- 
enues of  $293  million,  up  61%  from  three  years  earlier. 
Net  income  was  a  glowing  $43  million,  or  $2.55  a  share, 
fully  diluted,  up  from  56  cents  a  share  in  1992. 

You'd  expect  those  sorts  of  returns  in  the  software 
industry — but  in  cement? 

One  way  Medusa  does  it  is  to  keep  a  close  eye  on 
energy  costs.  Two  of  its  four  plants  burn  waste  liquid 
fuels,  such  as  solvents  and  paint  thinners.  Not  only  is  that 
cheaper  than  burning  coal,  but  industrial  waste  collectors 
actually  pay  Medusa  to  take  the  stuff  off  their  hands. 


Medusa's  operations  man,  President  George  Uding  Jr. 

Having  managed  well  and  carefully  in  lean  times,  Uding  is  getting  ready  to  cash  in. 
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roducing  American  Express  Financial  Direct 


Fund  Source 


Over  200  mutual  funds  from  leading  fund  families. 

•  No  loads  and  no  transaction  fees. 

•  One  consolidated  statement. 

•  Licensed  financial  consultants  to  help  guide  your  decisions. 

•  The  exceptional  service  you  expect  from  American  Express. 

Call  now  for  your  FREE  issue  of  Top  Selections, 
created  in  association  with  Morningstar.® 

To  further  help  your  selection  process,  we  issue  a  list  of  historically  high-performing  funds 
every  quarter.  This  easy-to-use  guide,  prepared  with  Morningstar,  enables  you  to  quickly 
zero  in  on  the  most  attractive  funds.  So  call  now  for  your  free  issue  of  Top  Selections. 
Discover  how  easy  it  can  be  to  find  the  right  funds  for  your  investment  goals. 


® 
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Fund  Source 


American  Express  Financial  Direct  makes  investments  available  through  American  Express  Sen-ice  Corporation.  Past  per- 
formance is  no  guarantee  of  future  results.  Investment  return  and  principal  value  will  van  and  shares  may  he  worth  more 
or  less  at  redemption  than  at  original  purchase.  For  more  complete  information  including  charges  and  expenses  please  call 
for  a  prospectus.  Read  it  carefully  befor.  yon  invest  or  send  money. 
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That's  helped  cut  fuel  costs  by  27%  at:  one  plant  and  31% 
at  the  other.  At  a  third  plant  energy  costs  have  been 
trimmed  10%  by  burning  whole  tires  as  an  alternative  fuel. 

Then  there  are  transport  costs.  Some  40%  of  Medusa's 
cement  is  delivered  from  its  plants  to  its  terminals  by 
water,  which  is  far  less  expensive  than  t  ruck  or  rail.  Using 
such  low-tech  but  efficient  accessories  as  a  mechanical 
bucket  elevator,  the  company's  two  ships,  which  operate 
in  the  Great  Lakes,  can  unload  as  much  as  1,500  tons  of 
cement  an  hour.  Its  competitors,  generally  relying  on 
standard  pneumatic  elevators,  unload  just  250  to  350  tons 
an  hour. 

Medusa,  which  was  founded  104  years  ago,  has  avoid- 
ed industry  tads.  A  few  years  back,  when  cement  prices 
were  at  an  ailtime  low,  other  cement  companies  diversi- 
fied into  ready-mix  concrete.  Big  mistake.  The  move 
backfired.  "Concrete  margins  are  low,  and  there  are  no 
barriers  to  entry,"  explains  Medusa's  dignified-looking 
president  and  chief  operating  officer,  George  Uding  Jr.  It 
didn't  backfire  on  Medusa  because  the  company  didn't 
go  into  ready-mix. 

Evans  and  Uding  stuck  to  their  business.  This  is  one 
reason  Medusa's  operating  margins  hover  near  30%,  com- 
pared with  19%  for  competitor  Lafarge  Corp. 

Instead  of  spending  to  diversify,  Medusa  invests  in  con- 
stant, incremental  improvements.  For  example,  Medusa 
recently  opened  a  modern  terminal  in  Atlanta,  where 
freight  costs  are  $2  a  ton  less  than  they  were  at  the  com- 
pany's old  terminal.  Fancy  machinery  makes  unloading 
bulk  cement  faster  and  easier,  so  handling  costs  are  6% 
lower,  too. 

When  you  make  money  you  have  money  for  capital 
improvements.  Medusa  is  spending  $25  million  a  year  to 
add  capacity  and  to  maintain  and  further  improve  its 
plants.  A  new  computer  control  system  carefully  regulates 
the  temperature  and  fuel  usage  of  the  kilns  to  keep  pro- 
duction as  high — and  cost-effective — as  possible.  Medusa 
is  in  the  midst  of  adding  250,000  tons  of  new  capacity,  a 
7%  increase,  at  a  cost  of  just  $65  per  annual  ton,  versus 
the  industry  average  of  around  $100. 

Having  managed  well  and  carefully  in  lean  times, 
Medusa  is  getting  ready  to  cash  in.  The  new  capacity  is 
coming  on-line  just  in  time.  Domestic  cement  production 
is  currently  1 1  million  tons  below  consumption,  with  for- 
eigners grabbing  the  rest. 

But  new  antidumping  tariffs  have  put  a  damper  on 
cheap  imports,  and  growing  environmental  barriers  have 
made  new  plants  awfully  expensive.  Cement  prices  in  the 
regions  in  which  Medusa  operates — the  Great  Lakes  and 
the  Southeast — are  thus  expected  to  increase  4%  this  year. 
Medusa  has  already  announced  a  6%  price  increase  for 
next  year. 

Medusa  should  generate  some  $95  million  in  cash  flow 
(earnings  before  interest,  taxes  and  depreciation)  this  year. 
At  a  recent  31%,  its  NYSE-traded  shares  sell  for  1 1  times 
expected  1996  earnings  of  $2.94  a  share.  The  stock  is 
already  up  19%  this  year. 

Trust  Evans  to  do  all  he  can  to  maintain  the  momen- 
tum. After  all,  his  long-term  incentive  plan  depends  on 
beating  his  rivals'  average  return  to  shareholders  by  at 
least  10%. 


Selling  disposable  rubber  gloves  is  a 
low-margin  commodity  business. 
Safeskin  has  found  a  way  around 
that  problem. 

"I  happen  to 
be  very  lucky" 

By  Matthew  Schifrin 


Chief  Executive 
Richard  Jaffe  dons 
his  product 
By  going  directly 
to  doctors,  Jaffe 
created  a  grass- 
roots demand  for 
his  high-priced 
gloves. 
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The  defining  moment  in  Richard  Jaffe's  career  came  in 
1987,  when  the  Centers  for  Disease  Control  issued  an 
alert  advising  doctors,  nurses  and  dentists  to  protect 
themselves  from  their  patients'  body  fluids.  As  fear  of  the 
AIDS  virus  spread,  the  demand  for  disposable  latex  gloves 
skyrocketed. 

Today  Jaffe's  Safeskin  Corp.  is  the  number  one  seller 
of  latex  exam  gloves  in  the  $500  million  U.S.  acute  care 
market,  with  a  25%  share. 

Tanned  and  polished,  the  43 -year-old  Jaffe  looks  like 
the  sort  of  fellow  who's  far  better  at  playing  golf  than 
making  cash  flow  projections.  But  don't  be  fooled.  Over 
the  past  five  years  $150  million  (1996  estimated  rev- 
enues) Safeskin  has  averaged  an  annual  100%-plus  return 
on  equity.  That  earns  the  San  Diego-based  firm  this 
year's  number  one  spot  on  our  list  of  the  200  Best  Small 
Companies. 


Safeskin's  Nasdaq-traded  stock  has  more  than  tripled 
since  its  November  1993  initial  public  offering,  and 
Jaffe's  family  now  has  a  23%  stake  worth  around  $120 
million. 

Safeskin  is  not  the  first  company  that  made  Jaffe  a 
multimillionaire.  By  the  time  this  business  school 
dropout  was  30,  he  had  already  achieved  success  in 
another  very  different  business — selling  Italian  ices 
under  the  brand  name  Guido's.  When  Coca-Cola  even- 
tually bought  Guido's,  Jaffe  and  his  family  made  over 
$50  million.  Both  of  the  businesses  Jaffe  has  succeeded 
in  were  crowded  with  big,  better-heeled  competitors. 
Jaffe's  recipe?  It  sounds  like  a  cliche,  but  in  Jaffe's  case 
it's  really  true:  Talk  to  customers  and  talk  to  potential 
customers. 

When  he  and  his  partner,  an  engineer  named  Neil 
Braverman,  entered  the  latex  glove  market  in  1988, 
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demand  was  so  heated  that  there  was  a  severe  shortage. 
But  instead  of  simply  copying  big  manufacturers  like 
Baxter  Healthcare,  Johnson  &  Johnson  and  Ansell,  Jaffe 
was  determined  to  differentiate  his  gloves.  He  spoke  to 
health  care  workers  who  were  wearing  glqves  for  ten 
hours  a  day,  versus  just  a  few  minutes  at  a  time  before 
the  aids  scare  hit. 

"I  realized  that  if  you  put  anything  against  your  skin 
for  that  long,  you  are  going  to  get  sick,  with  allergic 
reactions  and  dermatitis,"  says  Jaffe. 

So  Jaffe  and  Bmverman  built  a  factory  in  Malaysia  to 
produce  gloves  designed  to  prevent  the  allergic  reactions 
many  doctors  were  complaining  about.  Great  idea,  but 
by  the  time  they  introduced  their  first  hypoallergenic 
latex  gloves  in  1989,  the  previous  year's  shortage  had 
turned  into  a  flood.  "We  had  manufactured  200  million 
gloves,  but  we  had  no  customers,  no  distribution  and 
there  was  a  two-year  glut  on  hand,"  says  Jaffe.  "We  dug 
a  pretty  deep  hole  for  ourselves." 

It  took  three  years  for  Safeskin  to  climb  out  of  that 
hole.  Jaffe  saved  himself  by  opening  new  distribution 
channels.  He  bypassed  traditional  distributors  and  hired 
top  salesmen  from  operations  like  U.S.  Surgical  and 
Johnson  &  Johnson  who  had  contacts  among  doctors 
and  other  health  care  workers  using  gloves.  To  educate 
regulators  and  doctors  on  the  difference  between  his 
latex  gloves  and  his  competitors'  less  expensive  gloves, 
Jaffe  hired  a  well-respected  doctor. 

Smart  work.  By  going  straight  to  the  doctors,  Jaffe 
created  a  grassroots  demand  for  his  high-priced  gloves. 

Unlike  its  big  competitors,  which  consider 
gloves  a  small  sideline  business,  Safeskin 
spends  close  to  $2  million  a  year  researching 
and  developing  the  latest  in  latex  gloves. 

Jaffe  figured  correctly  that  demand  from  doctors  would 
make  hospitals  willing  to  bypass  their  penny-pinching 
administrators  and  pay  a  premium. 

"They  are  so  ahead  of  the  curve  that  they  almost  set 
standards  for  the  FDA,"  says  William  Plovanic,  an  analyst 
at  medical  technology  boutique  Madison  Securities.  By 
1990,  for  example,  most  manufacturers  were  using  corn- 
starch powder  in  their  gloves  to  make  it  easier  to  take 
them  on  and  off.  But  Jaffe's  salesmen  found  that  cus- 
tomers wanted  less  powder:  In  sterile  hospitals  or  labo- 
ratories the  powder  can  be  messy  and  dangerous.  Jaffe 
and  Braverman  developed  the  first  powder-free  hypoal- 
lergenic gloves,  introduced  in  1991. 

The  demand  for  them  was  so  overwhelming  that 
today  powder-free  gloves  are  on  their  way  to  becoming 
the  standard  in  hospitals.  Even  though  others  have 
jumped  in,  Safeskin  still  maintains  over  50%  of  the 
powder-free  exam  glove  market. 

Always  a  step  ahead  of  its  sleepy  competitors,  Safeskin 
has  added  texture  to  its  gloves,  making  them  less  slip- 
pery. And  recently  the  companv  introduced  the  first  syn- 
thetic disposable  glove  for  workers  allergic  to  latex.  With 
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a  reputation  for  state-of-the-art  rubber  gloves,  Jaffe  is 
expanding  overseas  and  into  new  markets,  like  dental 
care  and  scientific  and  industrial  customers.  To  lessen  the 
impact  of  fluctuating  latex  prices,  which  represent  some 
40%  of  its  costs,  Safeskin  now  has  its  own  manufactur- 
ing and  latex  concentrate  plants  in  the  Far  East. 

What  is  next  for  Jaffe,  now  at  the  ripe  old  age  of  43? 
Don't  be  surprised  if  in  a  few  years  he's  in  a  very  differ- 
ent business.  Where  will  he  strike  next?  He  doesn't  know 
yet.  "I  happen  to  be  very  lucky,"  says  he.  "Things  just 
seem  to  hit  me  at  the  right  time." 


How  little  Toy  Biz  thrives 
in  an  industry  dominated 
by  gigantic  Hasbro 
and  Mattel. 

A  marvelous 
annuity 

By  Suzanne  Oliver 

When  Toy  Biz  and  Marvel  Entertainment  Group  got 
together  in  1993,  they  threw  out  the  rule  book.  In  the 
past  toymakers  had  contracted  short-term  licenses  for 
popular  characters,  increased  popularity  through  pro- 
motional efforts  and  then  watched  as  rival  toymakers 
bid  the  licenses  away  from  them. 

Toy  Biz  decided  it  should  own  its  own  characters,  its 
own  icons.  It  swapped  46%  of  its  equity  with  Perel- 
man-owned  Marvel  in  exchange  for  a  perpetual,  royal- 
ty-free license  for  the  more  than  3,500  Marvel  comic 
book  characters,  including  the  X-Men,  Spider-Man, 
Captain  America  and  the  Incredible  Hulk. 

Last  year  Toy  Biz,  which  was  founded  in  1988,  rang 
up  $196  million  in  sales.  About  half  of  those  sales 
came  from  Marvel-related  toys,  mostly  high-margin 
action  figures.  Besides  saving  the  6%  to  12%  of  rev- 
enues that  many  toymakers  pay  their  licensers,  Toy  Biz 
saves  on  advertising  costs,  as  its  Marvel  characters  are 
constantly  promoted  by  Marvel  in  comic  books,  car- 
toons and,  potentially,  movies  created  by  the  new 
Marvel  Studios. 

Currently  the  Fox  Children's  Network  runs  X-Men 
and  the  Incredible  Hulk  cartoons  and  will  introduce  at 
least  four  new  Marvel  cartoons  over  the  next  seven 
years.  Avi  Arad,  Toy  Biz's  celebrated  toy  designer,  is 
also  the  executive  producer  of  the  cartoons.  Thus  Arad 
can  draw  a  new  Tri-spider  Slayer  vehicle  in  the  cartoon 
at  the  same  time  he  puts  it  on  toy  store  shelves.  "The 
cartoons  are  like  a  half-hour  infomercial  for  Toy  Biz 
products,"  says  CS  First  Boston  analyst  Harry  DeMott. 

The  Marvel  license  isn't  the  only  reason  Toy  Biz  has 
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These  Pros  Have  Alot 

In  Common 


The  Tools  of 
Their  Trade. 

The  challenges  these  pros  have  are 
about  balancing  demanding  sched- 
ules, capitalizing  on  opportunities  and 
selecting  the  right  "business"  tools. 

So,  whether  you're  the  world's 
number  one  tennis  player  or  the 
Chairman  and  CEO  of  a  successful 
company,  you  need  the  right  tools 
to  give  you  the  competitive  edge, 
to  make  you  more  productive  and 
provide  you  more  time. 


Dr.  Sidney  Harman, 
Chairman  and  CEO, 
Harman  International  Industries 


Pete  Sampras, 
Tennis  Professional 


Executive  Jet's  Netjets61  program  of 
fractional  ownership  is  such  a  pro- 
ductivity tool.  It  allows  you  to  own  a 
business  jet  for  as  little  as  l/8th  the 
cost  of  an  entire  aircraft — with  guar- 
anteed operating  costs,  guaranteed 
iquidity  and  guaranteed  availability 
365  days  a  year,  24  hours  a  day. 

We've  been  tailoring  fractional  air- 
craft ownership  solutions  for  some  of 
the  busiest  and  most  successful  indi- 
viduals and  companies  since  we 
created  the  concept  in  1986.  No 
matter  what  your  game  is,  we  can 
tailor  a  Netjets  share  to  meet  your 
needs.  Select  the  tool  that  Pete 
Sampras  and  Dr.  Sidney  Harman 
use — Netjets. 


And  NetJets®  Europe 
From  Executive  Jet 

For  More  Information  Call 
1-800-821-2299 


Fractional  aircraft  shares  are  available  in  small,  mid-range  and  large  cabin  business  jets  including  the  Citation  SII,  Citation  V  Ultra, 

Citation  VII,  Hawker  1000,  Citation  X  and  Gulfstream  IV-SP. 
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the  highest  profit  margins  in  the  toy  industry — 24%  in 
1995,  compared  with  Mattel's  20%  Chief  Executive 
Joseph  Ahearn,  a  former  accountant ,  spends  company 
money  as  if  it  were  his  own.  At  Toy  Biz's  grubby  New 
York  City  headquarters  the  walls  arc  scuffed,  the  carpet 
is  stained  and  the  furniture  is  ratty.  "Too  much  overhead 
leads  to  trouble,"  grouses  Ahcarr\  42. 

He  learned  the  value  of  low  costs  as  he  presided  over 
the  dismantling  of  many  bankrupt  companies,  including 
toymaker  Coleco.  Ahea  rn  W3.s  ;  to  run  Toy  Biz  by 
Isaac  Pearlmutter,  who  bought  the  company  in  1990. 


Now  24%  of  its  shares  are  publicly  held.  Earnings  should 
grow  at  a  20%  rate.  But  the  stock,  off  from  a  high  of 
25  !4,  now  sells  at  just  11  times  estimated  1997  earnings. 

Toy  Biz  does  virtually  no  manufacturing,  outsourcing 
most  of  it  to  China.  It  reduces  credit  risk  by  selling  only 
to  large,  healthy  retailers.  "It  costs  as  much  to  process  a 
$1,000  order  as  a  $1  million  order,"  says  Ahearn.  When 
the  company  began  selling  toys  overseas,  it  hired  inde- 
pendent distributors  to  do  the  job.  Boasts  Ahearn,  "We 
only  have  two  people  in  our  international  group  sup- 
porting $30  million  in  sales." 


Toy  Biz's 
youthful  chief, 
Joseph  Ahearn 
He's  got  a 
perpetual, 
royalty-free 
license  to  make 
toys  based 
on  Marvel 
Entertainment's 
3,500  characters. 


Exceptional  character. 


JOAILLIER  EN  HORI.OGERIE 


Since  1874,  P1AGET  watches  have  been  manu- 
factured in  our  own  workshops  in  Switzerland. 
They  are  made  exclusively  of  gold  or  platinum. 


NE1MAN  MARCUS 
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Roper  Industries'  Derrick  Key  buys 
what  no  one  else  wants. 

Alchemist 


By  Dyan  Machan 

Derrick  Key  is  cheap.  So  cheap  that  he  refused  to  approve 
the  expense  of  having  his  picture  taken  for  Roper 
Industries'  1995  annual  report.  A  few  years  back  Key 
saved  money  by  slapping  stickers  with  the  company's  new 
address  onto  its  old  stationery  to  avoid  reordering.  He 
flies  coach  and  stays  in  roadside  motels. 

Such  tightfistedness — applied  right  across  the  board — 
has  helped  $222  million  (estimated  1996  sales  )  Roper 
average  a  31%  annual  return  on  equity  over  the  past  five 
years,  and  has  earned  it  a  top  ten  ranking  on  our  list  of  200 
Best  Small  Companies  in  two  of  the  past  four  years. 

Glamorous  numbers?  Yes.  Products?  No  way.  Bogart, 
Ga. -based  Roper  makes  industrial  controls  such  as  valves 
used  by  the  big  three  automakers,  precision  pumps  used 
by  Mars,  Inc.  to  make  m&ms,  and  equipment  used  by 
British  Petroleum  to  test  the  viscosity  of  motor  oil. 

When  Key,  now  48,  joined  Roper  as  vice  president  of 
operations  in  1982,  the  122-year-old  company  was  losing 
money.  Its  debt  ($41  million)  outweighed  sales  ($37  mil- 


lion). Key  promptly  put  Roper  on  a  crash  diet,  selling  divi- 
sions and  cutting  staff.  In  just  six  years  Roper  was  in  the 
black  on  sales  of  $32  million.  Key  was  named  president  in 
1989,  and  chief  executive  in  1991. 

Key  recognized  that  if  Roper  stuck  to  selling  pumps  and 
valves,  traditionally  low-margin  businesses,  the  company 
would  go  nowhere.  So  he  went  on  an  acquisitions  binge. 
With  little  cash  to  throw  around,  Key  quickly  became  an 
astute  bargain  shopper. 

He  focused  on  flyspeck  private  companies  in  markets 
that  were  too  tiny  to  attract  the  big  guys.  With  few  bid- 
ding wars  to  push  up  prices,  Key  paid  an  average  of  just  six 
times  earnings  for  each  of  the  eight  companies  he  bought. 

Other  elements  of  Roper's  strategy:  Pay  mainly  with 
cash — not  debt — and  buy  good  managements  that  can  be 
left  alone.  "I  only  want  to  hear  from  you  when  you  send 
in  your  check,"  Key  tells  newly  acquired  executives,  only 
half  joking. 

Results  of  the  seven-year  shopping  spree  :  AMOT  (maker 
of  industrial  controls),  Compressor  Controls  (turbo- 
machinery  controls),  Integrated  Designs  (chemical  dis- 
pensing systems),  ISL  (lab  equipment),  uson  (leak  detec- 
tion), Metrix  Instrument  (vibrations  diagnostics),  Gatan 
(electron  microscope  accessories),  and  fmi  (precision  dis- 
pensing pumps). 

Boring?  Not  when  you  consider  that  each  of  these  com- 
panies holds  a  virtual  monopoly  in  its  field.  Roper's  cus- 
tomers, more  concerned  about  performance  than  price, 
happily  pay  Roper's  high  prices  for  highly  engineered 
industrial  products.  That  explains  Roper's  outstanding  53% 


Roper 

Chief  Executive 
Derrick  Key 
Roper's 
customers, 
more  concerned 
about  perfor- 
mance than  price, 
happily 
pay  Roper's 
high  prices. 
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gross  margins  last  year,  far  higher  than  the  roughly  40% 
earned  by  competitors  Keystone  Industries  and  Duriron. 

One  of  Key's  star  acquisitions  was  Integrated  Designs, 
which  makes  miniature  pumps  used  to  coat  wafers  with 
ultra-thin  chemicals  in  manufacturing  seniiconductbrs.  idi's 
1993  sales  were  $6  million  when  Roper  bought  it  for  $12 
million,  or  five  times  pretax  profits. 

At  the  time  many  semiconductor  iiouses  wouldn't  do 
business  with  the  gumdrdp  el)  -  after  all,  who  wants 
to  bet  a  billion-doHai  factory  on  the  stability  of  a  12"-man 
operation?  But  once  Roper  owned  idi,  customers  came 
flocking.  Roper  expanded  operations  overseas  to  Europe 
and  Asia.  By  fiscal  1995  (ended  Oct.  31,  1995)  the  com- 
pany had  paid  for  itself  with  estimated  operating  earnings 
of  $10.5  million  on  sales  of  $24  million. 

Now  that  Roper's  sales  are  over  $200  million,  it  needs 
ke  larger  acquisitions  to  continue  to  impact  earnings. 
So  will  Roper  be  forced  into  bidding  wars?  Key  thinks  not. 
He  believes  there  are  still  plenty  of  companies  with  rev- 
enues in  the  range  of  $20  million  to  $40  million  that  he 
can  snap  up  at  bargain-basement  prices. 

Despite  his  recent  success,  Key  is  as  parsimonious  as  ever. 
Roper's  spartan  headquarters  houses  just  1 1  employees, 
including  3  secretaries.  Penny-pinching  has  kept  costs 
down,  but  as  word  on  Roper  gets  around,  its  own  price-to- 
earnings  multiple  has  swelled  to  25,  with  fiscal  1996  earn- 
ings expected  at  around  $1.90  a  share,  up  23%  from  last 
year.  The  high  multiple  reflects  an  anticipation  of  big  orders 
from  Gazprom,  Russia's  mammoth  natural  gas  company, 
which  will  show  up  in  fiscal  1997. 

That  rich  multiple  would  tempt  many  managements  to 
use  stock  for  acquisitions  purposes.  But  not  skinflint  Roper. 
In  his  book,  equity  dilution  is  the  worst  of  sins. 


How  William  Miller  revived 
a  wrecked  industry. 

The  tow  truck 
savior 


By  Christine  Foster 

Want  to  know  one  reason  William  Miller  has  an  edge  over 
the  competition?  Stop  in  at  Auto  Equipment  Inc.,  a  tow 
truck  distributor  in  Statesville,  N.C. 

On  the  blackboard  in  the  distributor's  break  room, 
owner  Richard  Reavis  and  his  25  employees  track  Miller 
Industries'  stock  price  on  a  daily  basis.  Reavis  sells  tow 
trucks  and  wreckers  made  by  Miller,  and  he  owns  Miller 
shares.  He  also  regards  Miller's  founder  and  chief  execu- 
tive, Bill  Miller,  as  a  demigod.  "He  turned  our  world 
around,"  declares  Reavis.  "He  came  along,  and  he  healed 
the  sick." 


Miller,  49,  has  indeed  performed  a  sort  of  miracle.  In 
just  six  years  he  has  transformed  three  sick  companies  into 
one,  enjoying  robust  prosperity.  In  this  brief  time  he  has 
quadrupled  revenues,  to  $126  million.  Today  his  Atlanta, 
Ga. -based  Miller  Industries  is  the  nation's  biggest  manu- 
facturer of  towing  and  recovery  equipment. 

Back  in  1991  Miller  lost  $4.7  million.  Last  year  it  earned 
a  net  profit  of  $8  million.  With  a  five-year  average  return 
on  equity  of  47%,  Miller  places  ninth  on  this  year's  200 
Best  Small  Companies  list. 

The  son  of  a  Detroit  autoworker,  Bill  Miller  grew  up 
with  ambitions  of  becoming  a  line  supervisor  at  Ford 
Motor  Co.  But  his  high  school  guidance  counselor  sug- 
gested he  go  to  university.  Miller  broached  the  subject  with 
his  parents,  neither  one  a  college  grad.  "At  my  plant,"  said 
his  father,  "the  guys  with  college  degrees  walk  around  all 
day  doing  nothing  and  making  lots  of  money." 

Why  did  he  give  up  a  good  corporate  job  to 
run  his  own  show.5  "The  big  companies 
weren't  geared  toward  the  shareholders. 
They  were  geared  toward  a  bureaucracy." 

Sounded  good.  So  Miller  went  to  the  University  of 
Michigan,  where  he  earned  an  engineering  degree  and  an 
M.B.A.  He  then  found  work  fixing  troubled  units  at  a 
series  of  big  corporations,  including  Bendix  Corp.,  Nep- 
tune International  and  Signal  Cos.  (now  AlliedSignal). 

He  caught  the  entrepreneurial  bug.  "The  big  companies 
weren't  geared  toward  the  shareholders,"  Miller  says 
scornfully.  "They  were  geared  toward  a  bureaucracy." 

Miller  figured  the  quickest  way  to  make  a  mark  would 
be  to  find  a  strong  but  neglected  brand  in  a  highly  frag- 
mented industry.  Build  on  brand  strength,  and  it  would  be 
relatively  easy  to  score  big  market  share  gains.  Towing 
equipment  was  ideal.  The  big  names  in  the  business — 
Holmes  International,  Challenger  Wrecker  and  Century 
Wreckers — had  been  virtually  destroyed  by  debt  from 
leveraged  buyouts.  As  a  result  of  their  weakness,  dozens  of 
tiny  outfits  had  sprung  up,  grabbing  market  share.  Surely, 
reasoned  Miller,  if  the  big  names  could  be  resurrected, 
they'd  once  again  control  the  business. 

In  1990  Miller  bought  Holmes,  a  bankrupt  company 
that  had  once  controlled  75%  of  the  U.S  tow  truck  busi- 
ness; Challenger,  also  bankrupt,  but  still  a  big  name  in 
heavy-duty  wreckers;  and  Century.  Bargains.  Total  cost: 
just  $25  million.  Miller  used  over  $5  million  of  his  own 
money  and  assumed  $20  million  in  debt. 

He  consolidated  all  three  operations,  shut  three  of  the 
five  plants,  eliminated  about  300  distributors  and  unified 
the  manufacturing  process  so  that  Miller  vehicles  use  many 
of  the  same  parts. 

Today  Miller  boasts  the  lowest  manufacturing  costs  in 
its  business,  with  operating  margins  of  9.7%  compared 
with  4.8%  for  its  nearest  competitor,  Jerr-Dan  Corp.,  a 
subsidiary  of  Lapeer,  Mich. -based  Durakon  Industries. 
And  Miller  has  increased  his  share  of  the  tow  truck  and 
wrecker  industry  from  less  than  14%  to  30%. 
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Who  says  you  can't  be  big  and  ni 


s  a  nearly  universal  paradox, 
uccess  produces  growth.  Growth 
increases  organizational  size.  And 
size  becomes  an  inhibitor  to  future 
success.  Especially  today,  when 
agility  and  flexibility  are  prerequi- 
sites for  remaining  competitive. 


Andersen  .Consulting  helps  many        So  even  a  masssve 
of  the  world'slargest  organizations     enterprise  can  have  t 
sidestep  the  pitfalls  of  success.  With     of  a  small  one. 
our  depth  of  experience  in  strategy, 
technology,  process  and  people,  we 
can  help  an  enterprise  refine  a 
integrate  all  its  essential  c 


NDERSEN 
ULTING 


For  more  information,  please  visit  our  web  site  at  http:// www.ac.com. 


of  Miller  Industries 
He  visits  all  Miller 
distributors  twice 
a  year.  And  when 
he  meets  cus- 
tomers, he  gives 
them  his  home 
phone  number 
and  encourages 
them  to  stop  by 
his  plant  anytime. 


Miller  took  his  company  public  in  August  1994,  selling 
45%  for  $30  million,  before  fees.  Of  that,  $5  million  went 
to  Miller,  $16.5  million  to  pay  off  debt  and  the  rest  into 
the  business.  In  just  four  years  he  had  increased  the  market 
value  of  the  company  close  to  threefold. 

Miller  didn't  hog  all  the  gains.  He  gave  every  one  of  his 
workers  stock  options.  One  beneficiary:  Alan  McDavid, 
who  works  on  Miller's  factory  floor  wiring  toolboxes  for 
wreckers.  McDavid  joyfully  explains  that  his  options,  now 
worth  about  $11,500,  will  eventually  go  to  pay  college 
tuition  for  his  6-year-old  son. 

Treating  workers  well  is  just  part  of  the  equation.  Miller 
personally  visits  all  distributors  at  least  twice  a  year.  When 
he  meets  customers,  he  always  jots  his  home  phone 
number  on  the  back  of  his  business  card  and  encourages 
them  to  stop  by  his  plant  in  Ooltewah,  Tenn.  anytime.  To 
encourage  distributors  to  buy  stock,  Miller  gave  each  of 
them  one  share  at  the  IPO. 

Early  this  year  Miller  bought  two  European  tow  truck 
companies.  He  expects  international  sales  to  reach  30%  of 
revenues  by  2000,  up  from  about  12%  today.  In  July  he 
announced  plans  to  buy  four  towing  equipment  distribu- 
tors with  $40  million  in  annual  revenues.  Now  Miller  has 
started  providing  leases  to  buyers  and  may  eventually 
underwrite  insurance  for  towing  companies. 

Miller's  NYSE-traded  stock  was  recently  at  21%,  up  from 
a  split-adjusted  Vh.  IPO  price.  The  market  capitalization  is 
now  $522  million,  21  times  what  Miller  paid  for  the  busi- 
ness; he  owns  29%.  Analysts  expect  the  company  to  earn 
$12  million,  or  51  cents  a  share,  in  fiscal  1997,  up  38% 
from  fiscal  1996  (ended  April). 

Competitors  are  finally  waking  up.  In  July  1995  Jerr- 
Dan  Corp. — which  has  traditionally  concentrated  on  car 
carriers  and  small  wreckers — bought  a  heavy-duty  wreck- 


er company.  Last  month  the  firm  started  shipping  a  mid- 
size wrecker. 

Miller  isn't  worried.  He's  confident  that  by  keeping  his 
costs  lower  than  anyone,  he  may  one  day  accomplish  his 
dream  of  building  a  $1  billion  company.  That's  a  gutsy 
goal,  but  nothing  compared  with  the  challenge  he  took  on 
when  he  broke  into  the  business  six  short  years  ago. 


Speedway  Motorsports  is  adding 
thousands  of  seats  to  its  racetracks, 
millions  of  dollars  to  its  prize  money 
and  big  returns  to  its  shareholders. 

Upping 
the  ante 

By  Suzanne  Oliver 

"Today  we  finish  paving  the  Texas  International 
Raceway,"  boasts  O.  Bruton  Smith,  the  bald  and  head- 
strong chairman  of  Concord,  N.C. -based  Speedway 
Motorsports.  His  new  Fort  Worth,  Tex.  speedway,  built 
on  950  acres  bought  from  Ross  Perot  Jr.,  will  have 
150,000  seats  and  205  luxury  suites.  It  will  be  the  sec- 
ond-largest arena  in  the  country  after  the  Indianapolis 
Motor  Speedway,  home  of  the  Indy  500. 
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TRUCK    WILL  CARRY. 


SINCE  1986,  when  Toyota  first  began  building 
vehicles  in  this  country,  we've  been  reinvesting 
in  the  community.  Today,  Toyota  builds  more 
than  630,000  vehicles  in  America  every  year.  In 
fact,  more  than  half  the  vehicles  we  sell  in  the 


U.S.  are  built  here.  With  new  plants  in  Indiana 
and  West  Virginia  on  the  way,  we're  furthering 
our  investment  in  American  manufacturing  and 
jobs.  And  that's  an  investment  that  provides  eco- 
nomic opportunities,  literally,  by  the  truckload. 


Investing    in    the    things    we   all    care   about.  TOYOTA 


For  more  information  about  Toyota  in  America  visit  our  web  site  at  http://www.toyotausa.com  or 
write  Toyota  Motor  Corporate  Services,    9   West   57th   Street.   Suite   4900-X2,    New   York,    New   York  10019 


Speedway 
Motorsports 
Chairman  0.  Bruton 
Smith  with  race  fans 
at  Charlotte  Motor 
Speedway 
"I  can  remember 
when  people 
thought  this  was 
a  redneck  sport. 
Now  we  sell  tick- 
ets to  the  plant 
worker  and  the 
owner  of  the 
plant,  too." 


mm 


Stock  car  racing  is  hot.  Attendance  at  National  Asso- 
ciation for  Stock  Car  Auto  Racing  (Nascar)  events  has 
climbed  60%  in  the  past  five  years.  Recognizing  the 
growing  appeal  of  Nascar  racing,  Bruton  Smith  is 
expanding  his  $76  million  (revenues)  racetrack  empire  as 
fast  as  he  can.  And  why  not?  It  costs  Speedway  Motor- 
sports  just  $375  to  add  a  seat  to  one  of  its  four  race- 
tracks, and  the  company  can  earn  that  back  in  less  than 
two  years. 

In  1996  Speedway  Motorsports  more  than  doubled  its 
capacity  with  the  construction  of  Texas  International 
Raceway  and  the  acquisition  of  Bristol  Motor  Speedway 
in  Tennessee.  After  buying  the  71,000-seat  Bristol  track 
in  January,  Smith  began  adding  58,000  new  seats,  45 
suites  and  500  acres  of  parking. 

Like  a  winning  racer,  Smith  takes  calculated  risks  in 
order  to  keep  ahead  of  the  pack.  He  boldly  began  con- 
struction of  the  Texas  International  Raceway  long  before 
Nascar  agreed  to  let  him  host  one  of  its  popular  Winston 
Cup  races  there.  "I  am  not  saying  that  we  will  or  won't 
[sanction  a  race  there],"  said  William  France,  Nascar 
chief  executive,  even  as  Smith  was  beginning  construc- 
tion in  Texas. 

But  Smith  built  his  track  anyway.  He  figured  that  ticket 
sales,  sponsorships  and  television  fees  would  enable  him 
to  offer  $4  million  in  prize  money  at  Texas  Internation- 
al Raceway.  That  is  nearly  three  times  the  prize  money 
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paid  at  an  average  Winston  Cup  race.  He  figured  France 
would  have  a  hard  time  turning  him  down. 

Indeed,  Smith  was  right.  Next  April  Texas  Interna- 
tional Raceway  will  host  its  first  Winston  Cup  race.  Smith 
is  hoping  for  a  second  Winston  Cup  race  in  1997  as  well. 
A  second  race  would  add  an  estimated  $8  million,  or 
nearly  30%,  to  Speedway  Motorsports'  1995  net  income 
of  $19  million. 

In  two  recent  public  offerings  Smith  sold  28%  of  Speed- 
way Motorsports  to  the  public  and  used  the  proceeds  to 
finance  construction  and  debt  repayment  at  the  Texas 
International  Raceway.  Since  the  initial  offering  in  Febru- 
ary of  1995,  Speedway  Motorsports  shares  have  tripled  in 
value,  and  Bruton  Smith  has  earned  a  fortune  that  has 
made  him  a  member  of  The  Forbes  Four  Hundred. 

Smith  gets  every  penny  he  can  out  of  his  tracks. 
Between  races,  the  tracks  host  car  shows,  driving  schools, 
car  and  tire  tests,  concerts  and  rallies.  On  a  recent  Thurs- 
day at  the  Charlotte  Motor  Speedway,  business  people  at 
the  3,000-member  Speedway  Club  ate  lunch  while  stu- 
dents in  the  Richard  Petty  Driving  School  raced  on  the 
track  below. 

Smith,  70,  has  been  promoting  stock  car  races  since 
the  dirt  track  days  of  the  1950s.  "I  can  remember  when 
people  thought  this  was  a  redneck  sport,"  he  says.  "Now 
we  sell  tickets  to  the  plant  worker  and  the  owner  of  the 
plant,  too."  ■ 
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The  fleet  is  one  of  the  youngest 
in  the  sky.  The  mechanics  train 
longer  than  some  doctors.  It's 
nice  to  see  an  airline  take  such 
qood  care  of  itself. 


0  Lufthansa 


It's  even  nicer  to  see  them  take 


such  good  care  of  you 


Preventative  Medicine: 
Management  tools  help 
you  monitor,  analyze, 
and  control  your  PCs 
and  keep  them  healthy 


The  dependability 
of  Intel 
architecture.  •- 


Pentium®  Pro  processor- 
based  systems  and  the 

right  manageability  tools, 
like  Intel's  LANDesk® 
Management  products, 
can  save  you  money  on 

support  and  maintenance* 


©1996  Intel  Corporation.  ^Indicated  names  are 
trademarks  ot  other  companies,  tWhen  compared  to 
systems  without  software  and  hardware  assisted 
manageability  tools,  f  tRefers  to  32-bit  performance 
as  compared  to  the  Pentium  processor. 
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Lyf  Pentium  Pro 

1^-1  processor 

U^ff  Standards-based 

'  1^  1  management  software 

L>]  Built-in  hardware 
instrumentation 
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We'd  be  happy  to  tell 

you  even  more. 
Just  visit  our  Web  site. 
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5.5  Million  Transistors. 
(Go  ahead,  count  'em.) 


PROUD  PARTNER 


1846  1996 

Smithsonian 


The  right  choice  for 
Windows  NT,* 
Windows*  95 
or  any  other 
32-bit  operat- 
ing system. ft 


www.  intel.com/pentiumpro 


Manageal 


man"age -a-bil'i-ty, 

n,  the  ability  to  simplify  and  automate  the  maintenance 
and  support  of  business  computing  with  the  right 
hardware  and  software  tools,  i.e.,  Pentium  Pro  processor- 
based  systems  with  the  right  manageability  software. 


lity  defined. 


iniel 

The  Computer  Inside: 


Some  companies  blow  $10  apiece  on  their  annual  reports,  some  just  50  cents. 

But  you  can't  tell  a  book  by  its  cover. 

Short  and  sweet 


please! 

By  Christine  Foster  and  Luisa  Kroll 

D]     US  Jones,  chief  executive  of  phar- 
maceutical  company   Jones  Medical 
industries,  was  convinced  his  firm's 
annual  report  was  important.  For  seven 
years  he  spent  hours  and  hours  with  con- 
sultants and  designers  to  create  a  distinc- 
tive, eye-catching  annual  report.  But 
Jones'  latest  report  is  a  stripped-down 
black-and-white  document  that  includes 
little  more  than  the  company's  10K.  From 
spending  almost  $10  a  copy,  Jones  now 
spends  just  50  cents.  Total  savings  last 
year:  $150,000. 

Jones  has  decided  that  numbers  speak 
louder  than  words.  It's  eloquent  enough 
when  your  sales  have  grown  almost  three- 
fold in  five  years  and  your  five-year  return 
on  equity  has  averaged  16%. 

The  fact  is,  a  fancy  annual  report  does 
more  for  the  management's  ego  than  for  the 
price  of  the  stock. 

The  Stephan  Co.,  a  maker  of  shampoo  and 
cosmetics,  and  Concord  EFS,  which  provides 
electronic  payment  services,  are  two 
other  companies  on  our  200  Best 
Small  Companies  list  that  spend  50 
cents  to  $1  on  each  annual  report. 
Advises  Concord  EFS  President  Edward 
Labry,  whose  company  ranks  number 
94:  "Keep  it  bare-bones." 

Yet  many  of  our  200  Best  Small  Com- 
panies view  the  annual  report  as  a  market- 
ing tool  to  attract  new  investors,  clients  and 
even  employees.  Typical  of  this  breed  is  Ken- 
neth Cole  Productions,  which  wraps  its  annual 
report  in  crisp  rice  tissue  paper.  Glitzy  compa- 
ny, glitzy  products,  glitzy  report.  Cole  spends 
$11  on  each  of  its  4,500  annual  reports. 

Sandwich  shop  Blimpie  International,  on  our  list 
for  the  third  year  in  a  row,  is  proud  of  a  report  that 

From  top  to  bottom,  annual  reports  from  Oakley  Sunglasses, 
Cognex  and  a  bunch  of  plain-Jane  cheapies 

Some  companies  want  to  make  like  magazine  publishers,  others 
have  better  things  to  do  with  their  time  and  money. 
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ve i Nance 


The  ability  to  detect, 
identify;  and  track  aircraft 
and  missiles  from  great 

■ 

range  and  provide  ships 
and  strike  fighters  with 
a  comprehensive  picture 
oj  possible  threats 
in  real  time.  Example: 
the  E-2C  Hawkeye. 

In  the  future,  wars 
will  be  won  as  much 
with  information  as  with 
hardware.  One  company 
can  provide  the  major  ele- 
ments of  this  capability. 
Northrop  Grumman. 
Systems  integration, 
defense  electronics, 
military  aircraft, 
precision  weapons, 
commercial  and  mil- 
itary aerostructu  res. 
The  right  technologies. 

Right  now. 


NORTHROP  GRUMMAN 


looks  like  a  comic  book,  with  bright  primary  colors,  a 
yellow  plastic  binding  and  cartoon  characters  contorting 
their  bodies  into  the  shape  ofBIimpie's  name.  Cost:  $6 
apiece.  It's  doubtful,  though,  that  the  production  sells 
either  hamburgers  or  stock. 

"Annual  reports  are  borrowing  ideas  from'  magazines," 
declares  Matthew  Phelan,  of  Atlanta  based  Phelan  Annual 
Reports  Inc.,  which  has  been  putting  out  annual  reports 


for  over  three  decades.  "  They  haven't  gotten  to  the  cen- 
terfold nude  yet,  but  I  wouldn't  be  surprised  if  they  did." 

No  Playboy  centerfolds  in  this  bunch,  but  plenty  of 
showing  off. 

Take  Cognex  Corp.,  number  1 16,  whose  annual  report 
is  designed  to  look  like  a  playing  card.  Bar  graphs  are 
gambling  chips  stacked  high.  There  is  even  a  picture  of 
Chief  Executive  Robert  Shillman  dressed  as  a  card  dealer. 


Judging  the 

boss  by 

his  signature 

Who  knows?  There  might  be 
something  to  it.  Alter  the  balance 
sheet  analysis,  the  interviews,  the 
research,  we  tried  a  bit  of  graphol- 
ogy. Forbes  ripped  the  bosses'  sig- 
natures from  their  annual  reports 
and  brought  them  to  Roger 
Rubin,  a  New  York'City-based 
handwriting  analyst  who  has  done 
2(),()()()  handwriting  samples  since 
he  started  in  the  business  24  years 
ago.  We  didn't  tell  Rubin  anything 
about  the  men  or  their  companies. 

After  cautioning  that  conclusive 
handwriting  analysis  requires  more 
than  just  a  signature,  Rubin 
plunged  in.  One  common  trait 
among  our  chief  executives:  an 
exaggerated  first  letter  that  dwarfs 
the  rest  of  the  name.  Rubin  says 
this  indicates  drive  and  egotism — 
just  what  you'd  expect  from  this 
bunch.  Another  trait:  illegibility. 
That,  says  Rubin,  suggests  an  incli- 
nation toward  secrecy. 

Here  are  a  few  that  stood  out: 


Richard  A.  Hayne 
Urban  Outfitters 

"Look  at  the  dotted  "i"  in 
Richard.  It's  way  over  to  the  right, 
which  means  he's  determined  to 
get  where  he  wants  to  go.  He's  a 
doer.  But  his  clear  writing  shows 
he  is  very  well  disciplined  in  his 
approach,"  Rubin  says. 

Right  on.  Urban  Outfitters  has 


23  stores  that  sell  hip  clothing  to 
Generation  Xers  under  the  compa- 
ny name,  and  7  under  the  name 
Anthropologic  that  sell  to  older 
suburban  customers.  Analysts 
wanted  Hayne  to  expand  his  win- 
ning retail  concept  more  quickly. 
But  Hayne  refuses  to  bow  to  Wall 
Street.  He  insists  on  sticking  with  a 
cautious  approach  to  growth, 
adding  just  four  stores  so  far  this 
year  with  three  more  scheduled  to 
open  by  the  end  of  next  month. 


John  Gorman 

Timberline  Software  Corp. 

"Notice  the  smooth,  sensitive  and 
flowing  quality,"  says  Rubin. 
"Gorman's  outgoing  and  accessi- 
ble. There's  a  California  touch  to 
it,  like  he's  saying,  'Have  a  nice 
day,  Buddha  is  with  us  all.'" 

Sure  enough,  Gorman's  Tim 
berline  Software  is  based  in 
mellow  Beaverton,  Ore.  So  eager 
is  Gorman  to  highlight  his  com- 
pany's creativity  that  he  has  made 
his  annual  report  a  shrine  to 
craftsmanship,  with  photographs 
of  basket  weavers  and  potters 
at  work. 

Timberline's  software  develop- 
ers are  called  artists.  "Their  bacige 
of  honor  may  be  the  beauty,  the 
creative  high,  of  an  algorithm," 
reads  the  annual  report.  Kind  of 
Buddhist,  but  don't  knock  it.  So 
far  Timberline  has  produced 
results. 


Ignatius  (Nace)  Panzica 
Custom  Chrome  Inc. 

"His  initials  are  large,  and  the 
angle  in  the  "n"  is  very  sharp, 
showing  he  has  a  need  for  atten- 
tion and  success,"  Rubin  says. 
"This  man  is  ambitious,  aggressive 
and  a  great  salesman." 

Right  again.  The  corpulent  Pan- 
zica is  usually  seen  adorned  in  a 
black  leather  jacket,  atop  a  Harley- 
Davidson  motorcycle.  Which  is 
just  as  it  should  be  for  the  chief 
executive  of  a  company  that  makes 
and  sells  parts  and  splashy  acces- 
sories for  Harleys. 


Mark  Betker 
Koala  Corp. 

"Look  at  the  unusual  degree  of 
roundedness,  no  angles  at  all," 
Rubin  reflects.  "He  seems  like  a 
nurturing  man,  someone  who 
wants  to  be  well  liked  and  enjoys 
things  connected  to  eating." 

Well,  Rubin's  half-right.  Betker's 
company  places  baby-changing  sta- 
tions in  rest  rooms  around  the 
world.  Nurturing,  indeed.  But  Bet- 
ker a  foodie?  "I  don't  cook,"  Betker 
objects.  "I  eat  to  live."  Oh,  well. 

-C.F.  and  L.K.  ■ 
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Where  would  you  like  that  delivered? 


■  We're  probably  not  the  first  state  to  promise 
you  the  moon.  But  we  are,  perhaps,  more  qualified 
than  most  to  follow  through  on  it.  Mississippi  has 
an  aggressively  pro-business  environment.  And, 
given  our  long-standing  tradition  of  cooperation 
between  business  and  government  leaders,  you'll 
have  the  opportunity  to  establish  relationships 
destined  to  last  long  after  the  negotiations.  ■  Call 
1-800-340-3323  to  hear  exactly  what  we  have  to 
offer.  Who  knows?  We  might  be  persuaded  to 
throw  in  the  stars,  as  well. 


Mississippi.  We  can  do  that 


Mississippi  Department  of  Economic  and  Community  Development  •  RO.  Box  849  •  Jackson,  Mississippi  •  39205  •  http://www.mississippi.org 


Perfect,  if  Cognex  were  a 
casino,  but  the  firm  makes  robotic  eyes  used  by  man- 
ufacturers. "All  the  shareholders  want  are  the  numbers," 
explains  Shillman.  "But  since  we  have  to  put  together 
something,  we  might  as  well  stand  out  and  have  some  fun 
with  it." 

Fun's  one  thing,  effectiveness  something  else.  After  sift- 
ing through  the  annual  reports  of  all  our  200  Best  Small 


Companies,  we're  con- 
vinced keeping  it  simple  is  the  best 
approach.  You  can  make  a  big  impression  with- 
out breaking  the  bank.  Consider  Longhorn  Steaks'  simple 
but  classy  annual  report.  The  cover  is  earthy  brown  with 
a  basic  Georgia  O'Keeffe-like  sketch  of  a  cow  skull.  Cost: 
$2.37  a  copy. 

Oakley  Sunglasses,  number  7  on  our  list,  features 
knockout,  full-page  photos,  including  one  of  a  snow- 


How  you  begin  ultimately  determines  what  m 
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boarder  with  green  spiked  hair  being  sprayed  with  fresh 
powder  snow.  It  looks  expensive,  but  Oakley  says  it  spent 
just  $3  a  copy  by  doing  all  the  work  in-house  and  using 
shots  from  its  ad  campaigns. 

How  do  fancy  annual  reports  go  over  with  money  men, 
analysts  and  mutual  fund  managers?  Sometimes  the  effect 
is  negative.  Joel  Tillinghast,  portfolio  manager  for  Fideli- 
ty's $4  billion  (assets)  Low-Priced  Stock  Fund,  which 
invests  in  stocks  priced  at  $25  or  less,  is  put  off  by  reports 


Sample  pages  from  Kenneth  Cole  Productions, 
Longhorn  Steaks  and  Blimpie  International 
All  these  annual  reports  look  great. 
But  one  cost  its  shareholders  a 
whopping  $11  a  copy,  one  $6  a  copy 
and  another  just  $2.37.  Can  you 
tell  the  difference? 


that  are  full  of  flash  and  sizzle  but  say 
nothing  about  a  company's  competitive 
edge. 

If  corporate  executives  want  to  make 
like  magazine  publishers  once  a  year  we 
suppose  it's  their  business,  but  our  special 
gripe  is  with  companies  that  make  it  hard 
for  us  to  figure  out  what  they  do. 

We  had  to  dig  deep— 1 1  pages  deep — 
to  be  sure  that  Regal-Beloit  Corp.  makes 
power  transmissions  and  high-speed 
cutting  tools.  Roper  Industries  Inc.,  number  32,  is  one 
of  our  favorite  small  companies,  but  we  had  a  tough 
time  figuring  out  what  it  does  by  reading  the  annual 
report.  It  takes  a  page-and-a-half  to  find  out  that  Mity- 
Lite,  Inc.,  number  46,  makes  conference  tables  and 
chairs. 

Remember,  folks:  In  annual  reports  the  medium  is  not 
the  message.  Hi 


"come. 


In  the  beginning,  we  selected  the  best  independent  agents,  low-risk 
markets,  and  a  conservative  yet  aggressive  plan  for  growth.  From 
those  initial  choices,  we've  carved  an  impressive  history.  Increased 
dividends  for  35  consecutive  years.  A  total  return  oj  174% 
compared  to  the  S&P  500s  115%  {'91-95  with  dividends 
reinvested}*  And  an  A++  rating  by  A.M.  Best  for  our  property 
casualty  insurance  operations.  Today,  when  you  look  at 
Cincinnati  Financial  Corporation,  you'll  see  a  company  that 
has  appreciated  in  value.  Look  deeper  and  you'll  recognize  the 
principles  behind  that  success  ingrained  throughout.  For  a  CFC 
jact  sheet,  call  i-800-955-CINF  (2463}. 


Cincinnati    Financial    C  oj;  p  o^ra  J:  i  oji 
Making  our  strength  your  future 


THE 

CINCINNATI 

INSURANCE  COMPANIES 


'Source  BLOOMBERG  Financial  Markets 
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Warning:  Most  how-to  books  on  entrepreneurship 
aren't  worth  a  dime.  There  are  some  exceptions. 

Reading  your 
way  to  wealth 


By  Michelk  Conlin 

BUSINESS  books  are  hot.  Between 
1991  and  1995  sales  shot  up  26%,  to 
$617  million,  according  to  Connecti- 
cut-based Simba  Information.  A  good 
amount  of  that  growth  comes  from 
books  that  advise  would-be  entrepre- 
neurs. Barnes  &  Noble  book  buyer 


Mike  Katz  says  demand  at  his  stores 
for  books  that  help  people  start  busi- 
nesses is  huge,  and  growing  fast.  John 
Wiley  &  Sons,  one  of  the  largest  busi- 
ness book  publishers,  is  pumping  out 
200  new  titles  this  year,  double  the 
number  in  1992.  About  40  are  small- 


business  how-to  books. 

Are  any  of  them  worth  the  paper 
they're  printed  on?  In  many  cases,  no. 
But  there  are  exceptions. 

The  Business  Planning  Guide,  first 
published  in  1981,  works  because  it's 
focused  and  simple,  with  sample  cash 
flow  statements,  partnership  agree- 
ments and  business  proposals.  The 
Guide  is  a  favorite  of  professors  like 
David  BenDaniel,  who  uses  it  as  the 
sole  textbook  in  his  "Entrepreneurship 
and  Enterprise"  course  at  Cornell's 
Johnson  School  of  Management. 

Author  David  H.  Bangs  Jr.  himself 
is  no  great  shakes  as  a  businessman. 
"My  employees  would  hold  their 
heads  and  say,  'Oh  God,  now  he  has 
another  bright  idea,'  "  laughs  Bangs, 
who  sold  his  debt-logged  publishing 
business,  Upstart,  to  Dearborn  Pub- 


The  good  and  the  not-so-good 


Forbes  surveyed  seven  major  bookstores  across  the  coun- 
try— including  Barnes  &  Noble  and  Borders  Books  & 
Music — to  identify  this  year's  bestselling 
small  business  books.  We've  listed  them  in 
order  of  our  favorite  to  our  least  favorite. 

The  Business  Planning  Guide  (Upstart 
Publishing,  1981) 
Author:  David  H.  Bangs  Jr. 
Copies  in  print:  420,000 
Ugly,  but  it  works.  Excellent  charts,  tables. 
Bangs  is  a  self-confessed  lousy  businessman  whose  own 
board  of  directors  fired  him  from  his  publishing  compa- 
ny. But  he  writes  a  good  book — perhaps  failure  is  a  better 
teacher  than  success.  "I  used  a  little  fish  market  [as  my 
model  company],  and  people  seem  to  be  able  to  identify 
with  that  scale."  Text  used  in  business  classes  at  Cornell 
and  Wharton. 

The  Successful  Business  Plan:  Secrets  &  Strategies  (Oasis 

  Press,  1991) 

Author:  Rhonda  M.  Abrams 
Copies  in  print:  115,000 
User- friendly  and  exhaustive.  Abrams  says 
a  good  business  plan  isn't  needed  just  to 
raise"  money,  it  leads  to  a  successful  busi- 
ness, too.  One  tip  in  her  book  from  ven- 
ture capitalist  Ann  Winblad:  "If  I  have  a 
stack  of  business  plans  to  go  through,  I'll 
pick  the  tfiin  ones  first.  After  all,  I'll  feel  I've  accomplished 
more  if  I  get  through  five  thin  ones  instead  of  just  one 
thick  one." 
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Guerrilla  Marketing  for  the  Home-Based 
Business  (Houghton  Mifflin,  1995) 
Authors:  Jay  Conrad  Levinson  &  Seth 
Godin 

Copies  in  print:  30,000 
The  little  guy's  marketing  bible.  Works 
well  because  it's  focused.  Part  of  the  12- 
book  Guerrilla  Marketing  series  ( 1  million 
copies  in  print).  Levinson  was  once  asked  to  recommend 
a  small  businesses  marketing  book.  Went  to  the  library, 
saw  such  books  didn't  exist — so  he  wrote  one.  Former 
creative  director  for  Leo  Burnett  and  J.  Walter  Thomp- 
son. Now  chairman  of  consulting  firm  Guerrilla  Market- 
ing International.  Works  just  three  days  a  week.  Coauthor 
Godin  runs  own  production  company. 

Starting  &  Operating  a  Business  In.  .  .  .  (Oasis  Press, 
1981) 

Author:  Michael  D.  Jenkins 

Copies  in  print:  Over  2  million 
Series  includes  a  book  for  each  of  the  50 
states  and  District  of  Columbia.  California, 
topseller.  A  primer  on  cutting  through  red 
tape.  State  and  federal  government  sec- 
tions updated  regularly.  Translates  legal 
and  tax  talk  into  plain  English.  Recom- 
mended. Jenkins  worked  as  an  economics 
consultant  for  Economics  Research  Asso- 
ciates; put  together  Nixon  Library  feasi-   

bility  study.  He's  a  CPA  and  former  lawyer. 


The  Entrepreneur  Magazine  Small  Busi- 
ness Advisor  (John  Wiley  &  Sons,  1995) 
Copies  in  print:  45,000 
Giant,  664-page,  A-to-Z  reference  guide 
on  everything  from  choosing  a  location 
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Begin  your  own  tradition. 

Whatever  innovations  Patek  Philippe  introduces,  every  watch  is  still 
crafted  by  hand.  The  men's  Annual  Calendar  is  the  first  self-winding 

calendar  watch  in  the  world  to  require  resetting  only  once  a  year. 
And  because  of  the  exceptional  workmanship, 

each  one  is  a  unique  object.  Which  is  perhaps  why  some 
people  feel  that  you  never  actually  own  a  Patek  Philippe. 
You  merely  take  care  of  it  for  the  next  generation. 


PATEK  PHILIPPE 

GENEVE 
«4Jt 


Apparently,  the  Britie 

You  re  looking  at  one  satisfied  customer.  That's  because  the  Land  Rover  Discover 
can  easily  handle  five  kicking,  screaming,  mud-wheeling  kids.  Not  to  mentio 
their  exhausted  mother.  With  permanent  four-wheel  drive,  a  4.0-liter  V8  engine  an 
earth- hugging  coil  spring  suspension,  it  can  take  the  whole  household  (not  includ  in 
the  house)  on  trips  that  would  impress  even  a  teenager.  You'll  also  find  dual  sunroofs  and  raise 
rear  seating,  so  the  little  ones  can  see  the  top,  bottom,  and  middle  of  every  mountain  range  alon[ 


re  great  lovers. 


he  way.  Except  while  you're  in  the  clouds,  of  course.  More  importantly,  with  a  steel  inner  body 
:age,  side  impact  beams,  and  dual  airbags,  the  Discovery  is  one  thing  you  won't  mind  your  kids  get 
ing  into.  So  call  1-800-FINE  4WD  for  the  Land  Rover  dealer  nearest  you.  Or  visit  our  Web  site 
it  http://www.LandRover.com.  With  a  price  tag  starting  from  only  DISCOVERY 
?32,000,*  the  Discovery  might  well  inspire  you  to  become  the  world's  *  "  - 
greatest  lover.    Of  the  outdoors,  that  is. 

Always  use  your  seatbelts.  SRS/airbags  alone  do  not  provide  sufficient  protection. 


and  getting  SB  A  loans  to  going  public.  Lists  associations, 
trade  periodicals,  on-line  services,  software,  government 
agencies.  Definitions  of  key  business  terms. 
Very  useful,  but  a  little  overwhelming. 
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Adams  Streetwise  Small  Business  Start-Up 
(Adams  Media,  1996) 
Author:  Bob  Adams 
Copies  in  print:  42,000 
A  Harvard  M.B.A.,  Adams  says  he  knows 
his  stuff  because  he's  been  there:  Has  run  many  busi- 
nesses, including  boat  brokerage  firm,  classified  advertis- 
ing newspaper,  employment  agency,  software  firm.  But 
his  book's  too  simplistic  if  you're  looking  to  do  some- 
i!       more  than  run  a  candy  store.  Big  print,  graphics 
give  it  elementary  school  textbook  feel. 


and 
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The  E-Myth  (HarperBusiness,  1986) 
sequel  The  E-Myth  Revisited  ( 1995 ) 
Author:  Michael  E.  Gerber 
Copies  in  print:  300,000 
Entrepreneurial  cult  classic.  Psychological 
prep  course  that  puts  you  in  the  "right" 
mind-set  to  be  an  entrepreneur.  Evangeli- 
cal Gerber  former  sax  player,  carpenter  and  divisional  sales 
manager  for  Grolier.  Launched  E-Myth  Academy,  where 
small  business  owners  pay  about  $750  a  month  for  his 
sage  advice.  You  have  to  be  introspective  to  like  this. 

The  Ernst  &  Young  Business  Plan  Guide  (John  Wiley  & 
Sons,  1993) 

Authors:  Eric  S.  Siegel,  Brian  R.  Ford  &  Jay  M.  Bornstein 
Copies  in  print:  50,000 

Too  dry,  too  technical.  May  be  useful  information  here, 


but  we  fell  asleep  before  we  could  get  to  it. 
Author  Siegel  a  consultant  and  lecturer  in 
entrepreneurial  management  at  Wharton. 
Ford  and  Bornstein  both  partners  at  Ernst 
&  Young,  specializing  in  entrepreneurial 
business. 


The  Complete  Idiot's  Guide  to  Starting 
Tour  Own  Business  (Alpha  Books,  1995) 
Authors:  Edward  Paulson  with  Marcia 

Layton 

Copies  in  print:  60,000 
Too  much  chitchat.  Condescending  tone. 
Not  recommended.  Paulson  once  ran  a  h 
now-defunct  novelty  gifts  manufacturing 
company.  Also  worked  in  sales  for  Seagate  Technology. 
Now  runs  a  technology  training  and  publishing  compa- 
ny. Layton  works  for  the  Web  site  Aboutwork;  fields 
questions  on  startups. 

The  Consultant's  Calling  (Jossey-Bass,  1990) 
Author:  Geoffrey  M.  Bellman 
Copies  in  print:  50,000 

Psychobabble.  Skip  it — unless  you  are  a  New  Age  junkie. 
Headings  include  "Acceptance  of  the  Darker  SelP'  and 
"Love  of  Self."  Lots  of  lofty  introspection,  including 
wacky  poetry  by  Bellman,  mixed  with 
"practical"  tips,  like  how  to  work  only 
80  days  a  year.  Bellman  lives  in  Seattle 
and  favors  pajamas  rather  than  suits  as 
office  wear.  Before  hitting  the  consultant 
circuit,  Bellman  worked  in  human 
resources  for  Amoco  Corp.  and  G.D. 
Searle  Pharmaceuticals.        -M.C.  ■■ 


lishing  Group  in  1991.  Bangs,  56, 
confesses  that  over  the  years  he's 
thrown  good  money  after  bad  by 
jumping  into  all  sorts  of  underre- 
searched  and  undercapitalized  startups. 

But  as  an  observer  and  commenta- 
tor on  the  scene,  Bangs  has  lots  going 
for  him— perhaps  because  he  has 
made  so  many  mistakes  himself.  In  the 
1970s  he  worked  as  a  small  business 
coordinator  for  a  New  Hampshire 
planning  agency.  There  Bangs  learned 
that  many  would-be  entrepreneurs  are 
clueless  and  need  an  elementary  text. 
He  has  provided  it.  So  far  he's  made 
about  $375,000  from  The  Business 
Planning  Guide. 

The  Successful  Business  Plan:  Secrets 
&  Strategies  comes  highly  recom- 
mended, too.  Author  Rhonda  M. 
Abrams  sticks  to  such  basics  as  work- 
sheets for  budgeting  and  forecasting. 
She  includes  advice  proferred  by  top 
executives  at  Levi  Strauss  &  Co., 


Price/Costco  and  See's  Candy  Shops. 

Abrams'  book  works  because  she 
tirelessly  researched  the  subject.  While 
working  at  the  Anti-Defamation 
League  in  San  Francisco,  Abrams 
became  chummy  with  venture -capital 
legend  Eugene  Kleiner,  founding  part- 
ner of  Kleiner  Perkins  Caufield  & 
Byers.  He  helped  her  get  her  start  by 
showing  her  a  collection  of  business 
plans  that  had  come  across  his  desk. 
Abrams'  book  has  earned  her  more 
than  $100,000. 

But  among  the  thousands  of  small- 
business  titles,  Bangs  and  Abrams  are 
the  exception.  There's  a  lot  of  garbage 
out  there. 

Like  the  stuff  Jerre  Lewis  and  Leslie 
Renn  churn  out.  These  small -towners 
from  Michigan  have  written  and  self- 
published  more  than  100  how-to 
business  books,  selling  more  than 
20,000  copies  altogether.  Among 
their  offerings:  How  to  Start  and 


Manage  a  Fish  Farming  Business,  How 
to  Start  and  Manage  a  Firewood  Sales 
Business,  How  to  Start  and  Manage  a 
Welding  Business  and  How  to  Start 
and  Manage  a  Sandwich  Shop/Deli. 

Tempted  to  buy  any  of  these? 
Brenda  Carpenter,  a  40-year-old  nurse 
from  Missoula,  Mont.,  can  tell  you  to 
save  your  money.  She  figured  she'd 
struck  gold  when  a  Barnes  &  Noble 
clerk  tracked  down  Lewis  and  Renn's 
How  to  Start  and  Manage  a  Health 
Spa  Business.  She  ordered  a  copy  and 
received  a  mass  of  cheaply  bound  pho- 
tocopied pages  of  large  type  and  recy- 
cled fluff.  "The  more  I  read,  the 
madder  I  got,"  Carpenter  says. 

Bookstores  are  filled  with  authors 
like  Lewis  and  Renn,  who  write  not 
one  but  a  series  of  how-to  titles  that 
cover  every  industry  imaginable.  Since 
no  one  can  accumulate  in-depth  knowl- 
edge on  that  many  industries,  such 
books  are  sure  to  disappoint.  ■■ 
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FRANKLIN  U.S.  GOVERNMENT 
SECURITIES  FUND 

Get  Back  To  Basics 
With  High  Current  Income 
And  High  Credit  Safety 


■  Often,  two  basic  goals  of  investing 
are  income  and  credit  safety.  The 
Franklin  U.S.  Government  Securities 
Fund,  one  of  the  nation's  oldest  and 
largest  Ginnie  Mae  funds,  is  designed 
to  give  you  both: 

High  Current  Income  In  The  Form 
Of  Monthly  Dividends 

High  Degree  Of  Credit  Safety 

■  Although  the  fund's  yield  and  share 
price  are  not  guaranteed,  individual 
Ginnie  Mae  securities  in  the  portfolio 
carry  a  guarantee  backed  by  the  full 
faith  and  credit  of  the  U.S.  government 
as  to  timely  payment  of  principal  and 
interest.  Franklin  is  an  industry  leader 
in  Ginnie  Mae  investing  and  focuses 
on  conservative  portfolio  management. 

■  Call  your  investment  representative 
or  Franklin  today  for  a  free  brochure. 


Franklin  Templeton  Distributors,  Inc. 
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CALL  1  -800-342-FUND  EXT.  F338 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 

Franklin  U.S.  Government  Securities  Fund,  including  sales  charges  and  expenses. 

I  will  read  it  carefully  before  I  invest  or  send  money. 

□  I  am  currently  a  Franklin  shareholder. 

Name 

Address 

City/State/Zip  


FOBI 1/96 
F338 


F  R  A  N  R  L  I  NJ 


Daytime  Phone 


777  Mariners  Isl 
San  Mateo,  CA 


and  Boulevard 
94404-1 585 


A    Member    of   the    $148    Billion    Franklin    Templeton  Group 


How  do  you  pick  big  winners  among  thousands  of  small  company  startups? 
New  Enterprise  Associates  makes  it  iook  easy. 

Paradigm  surfing 


By  Janet  Novack 

Some  of  the  most  successful  gradu- 
ates of  the  Forbes  200  Best  Small 
Companies  list,  including  3Com, 
Adaptec,  Healthsouth  and  Learning 
Co.,  were  at  one  time  funded  by  New 
Enterprise  Associates,  a  Baltimore, 
Md.-  and  Menlo  Park,  Calif  -based 
venture  capital  outfit.  Another  NEA- 
backed  company,  Dallas  Semiconduc- 
tor, is  on  our  list  this  year  for  the  fifth 
year  in  a  row. 

Other  promising  companies  in 
NEA's  still-private  portfolio  include 
Joe  Liemandt's  Trilogy  Development 
Group  (Forbes,  June  3)  and  Kather- 
ine  Hammer's  Evolutionary  Tech- 
nologies (Forbes,  Aug.  12). 

Little-known  NEA  has  an  excep- 
tional record  in  picking  young  com- 
panies. With  literally  thousands  of 
proposals  crossing  their  desks,  how 
do  nea's  partners  pick  potential  win- 
ners? "We  sit  on  paradigm  beach  and 
look  for  the  next  big  waves  to  ride," 
says  general  partner  Arthur  Marks, 
52,  a  former  information  systems 
executive  at  General  Electric. 

Since  1978  NEA  has  tunneled  $700 
million  into  300  startups  in  software, 
computer  networking,  the  Internet, 
biotechnology  and  medical  services 
and  devices. 

One  of  the  founding  general  part- 
ners of  NEA  is  Charles  Newhall,  51. 
Near  the  mantelpiece  of  his  office  in 
an  elegant  Baltimore  brownstone  he 
keeps  a  life-size  cutout  of  Hillary 
Clinton.  This  is  not  really  a  political 
statement.  It  is  a  kind  of  reminder  of 
what  partner  Marks  calls  paradigm 
watching. 

For  Newhall,  Hillary's  a  symbol  of 
Washington's  preoccupation  with 
health  care,  and  a  reminder  that  while 
health  care  investments  are  the  place 
to  be  these  days,  they're  risky  because 
politicians  can  arbitrarily  change  the 
rules.  NEA  doesn't  mind  a  little  risk. 
What  it  insists  on,  however,  is  that  a 
startup  be  in  a  new,  fast  growing  or 


dramatically  changing  market. 

"I  look  for  major  change,"  says 
Newhall,  with  a  gesture  toward 
Hillary  Clinton's  likeness,  "and  our 
next  mission  is  to  go  after  medical 
entitlements." 

For  example,  he's  convinced 
there's  big  opportunity  for  companies 
specializing  in  monitoring  the  health 
of  poor  old  folks,  thus  saving  the  gov- 
ernment money  that  would  otherwise 
be  spent  on  expensive  hospital  visits 
and  nursing  home  stays  later  on. 

But  no  one  had  started  a  company 
to  do  this.  So,  capitalizing  on 
NewhalPs  concept,  NEA  recruited 
nursing  home  executive  David  Car- 
liner  and  managed  care  executive 
Michael  Steele,  and  created  Balti- 
more-based Elder  Health,  Inc.  in 
1995.  Backing  veteran  managers 
reduces  nea's  investment  risk.  (See 
box,  p.  208.) 

In  May,  Elder  Health  opened  its 
first  Baltimore  facility,  specializing  in 
primary  health  care  and  day  care  for 
the  frail,  elderly  poor  on  Medicaid.  As 
is  typical  of  NEA  deals,  Newhall  spread 
both  the  opportunities  and  the  risks. 
The  executives  own  or  have  options 
to  acquire  20%  of  Elder  Health's 
equity.  NEA,  which  has  so  far  invested 
$4.5  million,  owns  19%.  Three  other 
venture  firms  ponied  up  $12  million 
for  43%. 

The  Hillary  cutout  also  serves  to 
remind  the  NEA  people  that  women's 
health  concerns  create  business 
opportunities.  Starting  in  the  early 
1990s,  general  partner  C.  Richard 
Kramlich,  61,  sensed  a  growing 
demand  for  treatments  to  counter 
infertility.  He  also  foresaw  that  pres- 
sure from  feminists  would  lead  to 
faster  Food  &  Drug  Administration 
consideration  of  medical  devices  for 
women. 

So  NEA  helped  set  up  a  company  to 
develop  and  market  special  catheters 
that  diagnose  and  treat  reproductive 


disorders,  such  as  fallopian  tube  prob- 
lems. NEA  recruited  Kathryn  Tunstall, 
46,  from  Baxter  International  to  be 
chief  executive.  The  company,  San 
Carlos,  Calif-based  Conceptus,  Inc., 
went  public  in  Febru- 
ary and  has  a  market 
capitalization  of  about 
$100  million,  nea's 
$3.6  million  invest- 
ment is  now  worth 
$10.2  million. 

This  year  NEA 
helped  fund  Nashville, 
Tenn. -based  Symme- 
try Health  Partners, 
Inc.,  which  aims  to 
build  networks  of 
obstetrician-gynecolo- 
gists to  contract  with 
HMOs  to  be  women's 
primary  health  care 
physicians.  More  and 
more  women  are 
using  their  OB-GYNs 
for  primary  care.  Sym- 
metry is  run  by 
William  Hamburg, 
former  president  of 
Surgical  Care  Affili- 
ates, which  was  on 
1995's  200  list  and 
has  since  been 
acquired. 

Venture  capitalists 
have  to  fight  for  the 
opportunity  to  fund 
proven  managers  like 
Hamburg.  Within  a 
month     after  the 


NEA's  Gen-X  play 
Tripod  founder  Bo 
Peabody  and  his  staff 
blast  career  and 
financial  advice  to 
20-somethings  over 
the  Internet. 
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acquisition  of  Surgical  Care  was 
announced,  Hamburg  received  calls 
from  ten  venture  capitalists  offering 
to  back  him  in  a  new  health  care  ven- 
ture. Hamburg  says  he  chose  nea 
because  it  has  a  reputation  for  stick- 
ing with  its  jockeys  and  not  replacing 
them  at  the  first  sign  of  trouble. 

In  addition  to  women's  health,  NEA 
was  early  into  the  Internet.  It  backed 
uunet  Technologies  in  1993  and 
scored  a  home  run  when  the  Internet 
access  provider,  which  went  public  in 
1995,  was  acquired  by  MFS  Commu- 
nications in  August.  Now  that  mfs  is 
slated  to  be  acquired  by  WorldCom, 


nea's  $3.9  million  investment  is 
worth  about  $260  million. 

More  recently  NEA  has  backed  Biz- 
travel. com,  a  New  York  City-based 
travel  reservation  service  run  by 
former  American  Express  travel  exec- 
utive John  Williams.  Biztravel.com 
plans  to  help  frequent  travelers  from 
small  companies  use  the  Internet  to 
book  travel  plans,  track  frequent  flier 
miles  and  search  out  information. 

Another  of  nea's  Internet  invest- 
ments is  Healtheon.  Started  by  James 
Clark,  founder  of  Silicon  Graphics 
and  Netscape,  Healtheon  is  develop- 
ing software  to  enable  employees  to 


use  the  Internet  to  select  and  check 
benefits  and  to  file  health  claims. 

While  nea's  partners  are  convinced 
such  business  services  will  be  prof- 
itable, they're  not  sure  where  or  when 
money  will  be  made  in  the  consumer 
Web  business.  Their  solution:  Stake  a 
few  smart  young  entrepreneurs  with 
promising  ideas. 

In  September  1995  nea  agreed  to 
put  $1  million  of  seed  capital  into  San 
Francisco- based  BigBook,  Inc.  just  a 
day  after  Kramlich  met  company 
founder  Kris  Hagerman,  32.  BigBook 
offers  a  hip  Web  version  of  the  yellow 
pages,  including  restaurant  reviews 
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and  maps.  But  more 
important  to  the  NEA  ven- 
turers, Hagerman  came 
highly  recommended  by  his 
ex- boss  at  Silicon  Graphics, 
where  Kramlich  is  a  board 
member,  (NEA  was  also  an 
early  investor  in  Silicon 
Graphics.) 

Similarly,  nea  snapped 
up  William  (Bo)  Peabody, 
25,  and  his  Williamstown, 
Mass. -based  Tripod,  Inc. 
Tripod's  Web  site  provides 
career,  financial  and  other 
useful  advice  for  18-to-34- 
year-olds.  Peabody  says  he 
expects  to  break  even  early 
next  year  when  he  reaches 
$200,000  a  month  in  rev- 
enue from  advertising, 
transactions  such  as  the 
sale  of  student  discount 
cards  and  premium  online 
services.  BBBWM 

Look  at  nea's  success 
record  and  venture  capital  looks  easy. 
It  isn't.  Kramlich  recalls  the  agony  of 
deciding  whether  to   stick  with 
NeoPath,  Inc.,  which  sells  a  machine 


NEA  founders  Charles  Newhall,  C.  Richard  Kramlich  and  Fran 
Rich,  but  not  as  rich  as  some  entrepreneurs  they've 


that  uses  pattern  recognition  software 
to  screen  PAP  smears  for  signs  of  cer- 
vical cancer.  The  company  was  start- 
ed in  1989  and  it  nearly  sank  in  1993 


after  it  had  burned  through 
$12  million  without  pro- 
ducing a  working  proto- 
type. Other  venture  capital- 
ists were  ready  to  abandon 
it,  but  Kramlich  admired 
the  gumption  of  NeoPath 
founder  Alan  C.  Nelson,  a 
former  MIT  physics  profes- 
sor. Nelson,  47,  had  mort- 
gaged his  home  and  even 
held  a  garage  sale  in  order 
to  meet  payroll.  "He  had 
something  to  prove,"  says 
Kramlich. 

NEA  gave  Nelson  enough 
money  to  keep  NeoPath 
afloat.  In  1995  it  went 
public,  and  today  has  a 
market  capitalization  of 
$260  million.  Nelson's 
holding  is  worth  $5.1  mil- 
lion, nea's  original  $4.6 
million  investment  is  now 
worth  $17.7  million. 
What  this  seems  to  prove 
is  that  there's  no  science  to  successful 
venture  capital  investing,  just  well- 
honed  instincts  and  a  strong  ability  to 
learn  from  mistakes. 


k  Bonsai 
backed, 


Coat  tails 

Harvard  economist  Paul 
Gompers  and  Alon  Brav  of 
the  University  of  Chicago 
recently  looked  at  all  com- 
panies taken  public 
between  1975  and  1992. 
They  discovered  that  after 
venture-backed  companies 
were  taken  public,  their 
stocks  returned  an  average 
of  47%  over  the  first  five 
years.  (The  recent  issues 
were  studied  for  shorter 
periods.)  By  contrast,  new 
issues  of  companies  that 
were  not  financed  with 
venture  capital  firms' 
money  gained  just  26%  on 
average  (see  chart). 

nea's  public  offerings 
have  done  even  better 
than  the  average  venture 
capital  offering.  Since 
1979,  96  NEA-backed 
companies  have  gone 


public,  and  they  have,  on 
average,  outperformed 
the  s&P  500  Index  by 
55%  and  the  Nasdaq 
Composite  Index  by 
38%,  Forbes  calculates. 

Why  do  venture- 
backed  companies  do 
better?  They  may  have 
better  management  con- 
trols and  more  access  to 
capital,  Gompers  suggests. 
Moreover,  he  says,  estab- 
lished venture  firms  may 
be  wary  of  bringing  too 
many  dogs  to  market,  lest 
they  tarnish  their  reputa- 
tions with  the  investment 
bankers  and  institutional 
investors  they  depend  on. 

There  is  no  shortage  of 
venture- backed  ipos.  In 
the  past  six  years  some 
1,200  venture  capitalist- 
backed  companies  have 
gone  public.  That's  31%  of 
all  initial  public  offerings, 
up  from  20%  in  the  previ- 


47.1% 


934  venture-backed  IPOs. 


.venture-backed  IPOs- 


25.8% 


2  3 
Years  after  IPO 


Sources: 


ous  six  years,  according  to 
tallies  kept  by  Venture 
Economics  Information 
Services. 

An  ipo  prospectus  will 
tell  you  whether  a  venture 
capital  group  is  an 
investor  in  a  company, 
though  venture  firms  nor- 
mally don't  sell  stock  at 
the  time  of  an  IPO. 
Instead,  they  distribute 
their  shares  to  partners 


Years  after  IPO 


and  investors  an  average 
of  two  years  later.  Those 
investors  usually  aren't  big 
enough  holders  to  have  to 
report  their  sales.  That 
creates  a  problem  for 
those  who  went  into  an 
offering  because  of  its 
venture  capital  backing. 
You  won't  know  when  the 
venture  investors  are  cash- 
ing out. 
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OUR  POLICYHOLDERS  WE  ARE  ENGAGED  IN  A  GREAT  MUTUAL  ENTERPRISE   IT  IS  GREAT  RECAUSE  IT  SEEKS  TO  PREVENT  CRIPPLING  INJURIES  AN  D  DEATH  BY  Rt  MOVING  THE  CAUSES  OF  HOME.  HIGHWAY  AND  WORK  ACCIDENTS  I  i 


Louisa  has  never  taken  a  spill  on  the  job  because  of  the  safety  precautions  her 
employer  learned  from  Liberty  Mutual.  At  our  research  center  we  study  the  connection 
between  shoes,  Hoor  surfaces  and  slippery  hazards  like  water  and  grease.  By  investigating 
your  safety  concerns  we  can  recommend  a  plan  that  can  help  lower  your  workers 
compensation  costs,  and  ensure  that  Louisa  lives  a  safer,  more  secure  lite. 

T  TTVFRTY 

^    There,'  more  information  we'd  like  to  share.  So  please  call  John  Ryan         ~" i/v£ivf -f 

MUTUAL 

at  (617)  57-3-58-12  or  sunt  our  webdite  at  http://www.libertymutual.com.     rQ\,e  freedom  of  Liberty 
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Elder  Health  Chief  Executive  Michael  Steele,  an  NEA  recruit 

NEA  sees  investment  opportunity  in  controlling  Medicaid  and  Medicare  spending. 


There  inevitably  are  losers,  but 
there  have  been  fewer  of  late.  NEA  lost 
money  on  31%  of  the  investments  it 
made  before  1990,  says  Kramlich. 
Since  then,  less  than  10%  of  NEA's 
investments  have  soured. 

The  strong  IPO  market  has  helped 
nea's  record.  But  so  has  more  disci- 
pline: NEA  resolved  in  1989  to  invest 
only  in  areas  where  it  has  expertise. 
nea's  ten  general  partners  and  associ- 
ates now  work  in  two  teams — infor- 
mation technology  and  health  care. 
Increasingly,  NEA  has  been  hiring  spe- 
cialists: a  physician,  a  biochemist, 
computer  company  executives. 

After  covering  NEA's  expenses  and 
25%  of  profits,  investors  in  the  six 
funds  NEA  has  started  since  1978  have 
received  an  average  24%  annual  com- 
pound return.  This  compares  with  a 
venture  capital  industry  average  over 
the  same  period  of  14%,  according  to 
Newark,  N.J. -based  Venture  Eco- 
nomics Information  Services,  and  a 
16%  return  on  the  s&P  500. 

Since  the  start  of  1991  NEA  has 
seen  a  steady  stream  of  its  companies 
go  public,  an  average  of  one  per 
month.  That  record  is  unmatched  by 
any  other  venture  capital  firm, 
according  to  tallies  kept  by  San  Fran- 
cisco-based VentureOne  Corp. 

Among  nea's  recent  IPOs  are  com- 
puter networking  company  Ascend 
Communications,  Internet  database 
software  maker  Object  Design,  physi- 


cian practice  consolidator  MedPart- 
ners/Mullikin,  and  Microcide  Phar- 
maceuticals, which  is  developing  new 
antibiotics  using  genetic  tools.  Anoth- 
er NEA- backed  company  about  to  go 
public  is  CyberMedia  (see p.  210). 

To  get  the  most  of  a  startup's 
equity  for  the  fewest  dollars,  NEA's 
partners  invest  early.  Often  that  means 
putting  up  cash  before  the  startup  has 
even  developed  a  working  product. 
Sometimes  the  partners  get  excited 


about  a  concept  so  early  that  no  start- 
ups exist  in  which  they  can  invest.  In 
these  cases  they  almost  become  entre- 
preneurs themselves,  hiring  managers 
to  back  with  NEA  capital. 

NEA  partners  don't  run  companies 
themselves.  But  they're  hardly  pas- 
sive investors.  They  closely  advise 
novices  such  as  Tripod's  Peabody 
and  step  in,  when  necessary,  to 
reshuffle  top  management. 

NEA's  three  founding  partners — 
Kramlich,  Newhall  and  Frank  Bonsai, 
59 — have  done  well.  Each  is  worth  in 
excess  of  $20  million.  But  they've 
shared  the  wealth.  NEA  is  unusual  in 
that  all  general  partners  draw  an  equal 
salary — about  $500,000 — and  an 
equal  share  of  investment  profits  from 
the  funds  they  helped  invest. 

Those  profits,  in  a  year  like  this, 
can  be  five  times  a  partner's  salary. 
Kramlich  notes  he  pays  much  more 
than  his  salary  in  capital  gains  taxes. 

Still,  the  money  in  venture  capital 
pales  in  comparison  to  the  fortunes 
built  by  some  of  the  entrepreneurs 
NEA  has  backed,  uunet  founder 
Richard  Adams,  for  example,  is  worth 
over  $370  million.  Liemandt's  50% 
stake  in  still-private  Trilogy  is  worth 
$500  million,  Forbes  estimates. 
"Sure,  you  can  make  a  great  deal  in 
the  venture  business,"  says  Newhall. 
"But  not  as  much  as  you  can  make 
starting  a  company."  WM 


Magic 
mantra 


New  Enterprise  Associ- 
ates has  a  private  mantra. 
Believing  in  it  has  been 
a  big  factor  in  the  firm's 
brilliant  success.  The 
mantra  is  this:  man- 
agement, management, 
management. 

It  means:  Trust  people, 
not  numbers.  "What  they 
[the  entrepreneurs]  put 
down  on  paper  isn't  what 
they're  going  to  do," 
laughs  Charles  Newhall, 
whose  father  was  a  ven- 
ture capitalist  who  helped 
fund  and  develop  the 
commercial  rocket  indus- 
try after  World  War  II. 

"What  'location,  loca- 
tion, location'  is  to  real 
estate,  'management, 


management,  manage- 
ment' is  to  venture  capital 
investing,"  lectures  NEA 
partner  Arthur  Marks. 

Don't,  in  short,  come 
to  NEA  if  all  you've  got  is 
a  well-written  business 
plan,  nea  tends  to  put  its 
money  on  proven  win- 
ners. Most  of  the  entre- 
preneurs NEA  backs  are 
experienced  executives,  or 
already  have  at  least  one 
successful  startup  behind 
them.  When  NEA  backs 
young,  first-time  entre- 
preneurs, they  usually 
come  recommended  by 
business  people  NEA  has 
financed  in  the  past,  or  by 
other  venture  capitalists. 
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Taiwan  InnovalueSM  grabbed  Peter  Grose 
with  a  pen  that  reads. 


the 


0 


Selected  Taiwan  products 
carry  this  Symbol  ot  Excellence. 
It  is  awarded  by  a  panel 
of  judges  only  to  those  products  which  excel 
in  quality  and  innovation. 

TAIWAN. 
Your  Source 
for  lnnovalueSM 


As  a  successful  biographer,  Peter  Grose  has  spent  thousands  of  hours  cross-referencing  facts  and 
documents,  always  longing  for  a  faster  compiling  system. 

Then,  through  a  writer  friend  in  Taiwan,  he  met  the  Primax 
DataPen.  By  running  the  head  of  the  little  scanner  across  a  printed 
Dage,  the  text  was  transferred  instantly  to  a  computer,  almost  twenty 
:imes  faster  than  the  best  typist. 

At  less  than  two  hundred  dollars,  the  DataPen  represents 
[nnovalue.  That  is,  innovation  in  design  and  manufacturing  that 
*ives  added  value  to  so  many  Taiwan  products. 

These  Innovalue  products  exist  in  all  design  areas.  Including 
^ours.  To  learn  more,  reach  us  by  fax  or  the  Internet.  Taiwan's 

ligh  end  is  soaring,  not  just  with  ideas  and   

aroducts,  but  also  values  that  are  VERY 
i^ELL  MADE  IN  TAIWAN. 


WWW:  http:  //  innovalue.cetra.org. tw 
Our  Fax  Number:  886-2-723-5497 
E-mail:  mitnews@cetra.org.tw 


The  Primax  DataPen  scans  the  text  directly 
into  a  computer,  like  the  handsome  Acer 
Aspire,  another  Gold  Award  Winner. 


Immigration  sometimes  produces  crime 

and  a  strain  on  our  social  services.  It  also  brings 

brainpower  that  enriches  the  whole  society. 

A  needed 
import: 

entrepreneurial 
spirit 


By  Damon  Darlin 

Ming's  is  a  Chinese  restaurant  in 
Palo  Alto,  Calif,  known  for  its  deli- 
cious dim  sum  lunches.  But  on  the 
fourth  Tuesday  of  every  month 
Ming's  fills  up  with  Silicon  Valley  busi- 
ness people  who  are  not  particularly 
interested  in  dumplings.  They  come 
to  attend  the  monthly  meeting  of  the 
Asian  American  Manufacturers  Asso- 
ciation, a  group  that  brings  together  a 
new  generation  of  entrepreneurs  and 
would-be  entrepreneurs.  Almost  all  of 
them  are  immigrants. 

Over  plates  of  Peking  duck  and 
Mongolian  lamb,  the  diners  trade 
business  cards  with  the  likes  of  David 
Lam,  founder  of  semiconductor  tool- 
maker  Lam  Research,  or  seek  advice 
on  funding  from  Raymond  Hou, 
whose  $120  million  (revenues)  ADI 
Systems  makes  computer  monitors. 

Chuck  Chan,  a  general  partner  of 
Alpine  Technology  Ventures,  a  $72 
million  venture  capital  fund  that  tar- 
gets immigrant-owned  high-tech 
firms,  often  attends  the  meetings  at 
Ming's.  "An  Asian  immigrant  entre- 
preneur in  high  tech  was  a  pretty 
unusual  sight  ten  years  ago,"  says  the 
China-born  Chan. 

Immigrant-run  companies  account 
for  23  of  this  year's  200  Best  Small 
Companies.  Among  those  that  made 
the  cut:  German-born  H.  Tom  Buel- 
ter  of  On  Assignment,  a  $174  million 
(market  cap)  temporary  agency  for  sci- 
entists; Israeli  Dan  Avida  of  $1.8  bil- 


lion Electronics  for  Imaging,  which 
makes  computer  servers  for  color 
printing;  British-born  Christopher 
Conway  of  $671  million  medical 
equipment  maker  Mentor;  and  Shang- 
hai native  Cyrus  Tsui  of  $673  million 
Lattice  Semiconductor. 

Immigrants  have  long  played  an 
important  role  in  starting  great  Amer- 
ican businesses.  Scotsman  Andrew 
Carnegie  did  it  in  steel  more  than  a 
century  ago.  Frenchman  Eleuthere 
Irenee  du  Pont  founded  a  family  for- 
tune that  exists  to  this  day.  More 
recently,  immigrants  have  made  their 
mark  in  high  tech.  Hungarian- born 
Andrew  Grove  started  Intel  Corp. 
Immigrant  engineers  founded  or  co- 
founded  Sun  Microsystems,  Cirrus 
Logic,  Oracle,  Solectron  and  Lam 
Research.  Together  these  five  compa- 
nies have  created  some  $45  billion  in 
wealth  and  32,000  jobs. 

No  question:  Immigration  is  a  hot 
issue.  Not  all  of  its  results  are  immedi- 
ately beneficial.  It  often  brings  in  its 
wake  drugs,  crime  and  poverty.  But  it 
also  brings  brains  and  energy  and 
determination  to  succeed.  The  rich- 
ness of  opportunity  in  American  soci- 

CyberMedia's  Anne  Lam,  Srikanth  Chari, 
Jonathan  Tran,  Chi-Ching  Chang,  Unni 
Warrier,  Art  Puryear  (clockwise  from  top). 
"We're  not  an  Indian  or  Vietnamese 
company.  We're  an  American  company." 
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ety  attracts  some  of  the  best  and 
brightest  people  from  abroad. 

Foreign-born  engineers  earn  more 
on  average  dian  American  engineers — 
not  because  employers  favor  them,  but 
because  they  tend  to  have  superior 
skills.  Foreigners  determined  to 
achieve  the  American  dream  often 
leave  riieir  corporate  jobs  to  start  com- 
panies. That  creates  wealth  and  thou- 
sands of  jobs  for  the  less  venturesome. 

According  to  the  National  Science 
Foundation,  non-U. S.  citizens  cur- 
rently account  for  42%,  or  about 
30,000,  of  all  engineering  graduate 
students  at  U.S.  schools  and  almost 
half  of  all  electrical  engineering  and 
computer  science  grad  students.  Are 
they  crowding  out  native  Americans? 
That's  doubtful.  If  a  qualified  native 
American  wants  an  engineering 
degree,  he  can  get  it. 

By  and  large,  the  foreign  students 
end  up  enriching  the  pool  of  Ameri- 
can engineers.  Surveys  have  found  that 
almost  half  of  the  foreigners  who  earn 


doctorates  in  science  and  engineering 
at  American  universities  stay  in  the 
U.S.  to  work.  A  good  number  even- 
tually become  citizens. 

The  result:  Almost  one-third  of  all 
Americans  who  hold  advanced  engi- 
neering or  computer  sciences  degrees 
are  immigrants.  "It  wouldn't  be  Sili- 
con Valley  without  the  Indians  and  the 
Chinese,"  declares  Kanwal  Rekhi,  an 
Indian  immigrant  who  sold  Excelan, 
his  computer  network  management 
company,  to  Novell  in  1989. 

Chi-Ching  Chang  didn't  go  back  to 
Taiwan  after  earning  a  master's  and  a 
doctorate  in  electrical  engineering  and 
computer  science  at  two  Illinois  uni- 
versities. After  teaching  at  Iowa  State 
University  at  Ames  and  working 
briefly  at  Unisys,  Chang  joined  a 
group  of  friends  from  Unisys  to  start 
a  software  company  called  CyberMe- 
dia.  CyberMedia  makes  First  Aid, 
which  fixes  conflicts  between  pro- 
grams on  your  computer,  and  Oil 
Change,  which  automatically  upgrades 


programs  via  the  Internet. 

The  Santa  Monica,  Calif-based 
outfit  now  employs  200  people  and,  if 
all  goes  as  planned,  will  be  listed  on 
Nasdaq  in  a  few  weeks,  creating  for- 
tunes for  early  investors  and  making 
the  six  cofounders  millionaires.  Rev- 
enues for  the  most  recent  12  months: 
$17  million. 

CyberMedia  is  a  miniature  United 
Nations.  Cofounders  Anne  Lam  and 
Jonathan  Tran  moved  to  the  U.S. 
from  Vietnam  as  teenagers.  Unni  War- 
rier  and  Srikanth  Chari  are  from  India. 
"We  are  not  an  Indian  company  or  a 
Vietnamese  company,"  declares  the 
Saigon-born  Lam.  "We're  a  computer 
company  and  an  American  company." 

Today's  immigrants,  to  be  sure, 
aren't  shy  about  exploiting  federal 
programs.  At  a  1991  conference  for 
Indian  investment,  CyberMedia's 
Warrier  and  Chari  learned  of  a  U.S. 

Networking  at  Ming's  in  Silicon  Valley 
Contacts,  not  congee,  draw  the  crowd. 
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Siebe  process 

controls 
remove  clogs 

from  Dutch 

factories. 
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At  work  in  almost  every  aspect  of  life  worldwide, 
you'll  find  a  British  engineering  company  called  Siebe. 
Our  process  control  systems  help  produce  and  bottle 
millions  of  gallons  of  lager,  making  the  process  as 


smooth  as  the  product  itself.  Beyond  the  world's 
breweries,  our  innovations  stretch  from  cookers  to 
compressors,  from  semi-conductors  to  power  controls. 
And  we're  in  the  most  important  place  of  all.  The  lead. 


SIEBE  THE  ENGINEER.  HERE,  THERE  AND  EVERYWHERE. 

Siebe  pic,  Saxon  House,  2-4  Victoria  Street  Windsor.  Berkshire  SL4  IEN.  England.  Tel.  +44  1753  855411.  Siebe  Inc,  33  Commercial  Street.  Foxboro,  MA  02035  USA.  Tel.  1-800-52 1 -0451 . 
For  information  regarding  the  ADR  Program  call  Bankers  Trust  Company  as  Depositary  on  1-800-735-7777. 


At  NEC,  we  believe  multimedia  can  be  something  far  more  powerful  than  just  a  CD-ROM  reader  hooked  up 


to  your  computer.  We  envision  it  as  a  global  network  that  breaks 


through  the  barriers  of  time  and  space.  A  net- 
work where  people  from  every  corner  of  the 
world  can  communicate  and  work  together  face-to-face. 


NEC  ranks  among 
the  top  five  in 
all  three  key 
multimedia 
technologies  - 


And  that's  why  NEC  is  positioned  to  be  the  one,  true  leader  in  multimedia.  We're  semiconductors, 

computers  and 


the  only  high-tech  company  that  ranks  among  the  top  five  in  all  three  key  multimedia 


communications. 


THE  UNIVERSE 
MAY  BE  EXPANDING, 
BUT  THANKS  TO 
NEC  MULTIMEDIA, 
OUR  PLANET  IS 
DEFINITELY  SHRINKING. 


technologies  -  semiconductors,  computers, 
and  communications.  In  fact, 
we  hold  over  29,000  patents 
worldwide  on  everything 
from  video  conferencing  and  3D  graphic 
processors  to  plasma  display  screens  and 
global  satellite  systems. 

So,  how  will  our  multimedia  make  the 
world  a  smaller  place?  For  starters,  business 


people  from  opposite  sides  of  the  world  will  be  able  to  work  together  in  real-time  on  the  same  document.  Then 
there's  our  vision  of  the  Global  College,  where  students  will  be  able  to  attend  on-line  lectures  and  visit  vast  media 
libraries.  Even  medicine  benefits  from  our  advances  in  multimedia.  Thanks  to  our  TeleDoc™  system, 
doctors  from  thousands  of  miles  away  can  be  present  in  complex  surgery  to  offer  guidance 
M  ,  and  advice. 

As  you  can  see,  at  NEC  we  don't  think  of  multimedia  as  simply  connecting  system  components.  We  think  of 
it  as  connecting  people.  For  more  information,  call  1-800-338-9549  or 
reach  us  on  the  Internet  at  http://www.nec.com.     just  imagine 
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foreign  aid  program  that  finances 
Indian  companies  in  joint  ventures 
with  U.S.  firms.  CyberMedia  quickly 
partnered  with  a  software  firm  in 
India.  That  firm  in  turn  invested  the 
$318,000  it  got  from  the  U.S.  gov- 
ernment back  into  CyberMedia. 
Unfair?  In  the  business  world  one  uses 
whatever  advantages  one  can  get. 

Then  there's  what  Warrier  calls  the 
"curry  connection."  He  attended  a 
meeting  of  the  Indus  Entrepreneurs,  a 
group  of  mainly  Indian  and  Pakistani 
business  people  in  Silicon  Valley. 
There  he  met  wealthy  Indians  like 
Suhas  Patil,  a  founder  of  Cirrus  Logic, 
and  Kanwal  Rekhi,  of  Novell.  They 
invested  about  $100,000  early  on. 
Patil,  who  regrets  that  there  were  no 
such  ethnic  networks  when  he  started 
his  firm,  even  personally  guaranteed  a 
$300,000  loan  from  an  Indian  bank. 

The  turning  point  came  in  1993, 
when  the  CyberMedia  team  risked 
$40,000  on  a  booth  smack-dab  in  the 
center  of  Comdex,  the  big  computer 
industry  show  in  Las  Vegas.  To  attract 
attention,  they  hired  a  fire-eater,  but 


Brothers  Farid  and  Farzad  Dibachi 

As  Iranians,  they  see  things  differently. 


the  real  attraction  was  their  product. 
Orders  flooded  in. 

In  1994  CyberMedia  shipped 
300,000  units  of  First  Aid.  The 
follow-up  product,  First  Aid  95,  has 
sold  1.5  million  units  since  Windows 
95  hit  the  street.  Warrier  and  compa- 
ny guessed  right.  Windows  95  left  its 
users  with  myriad  software  conflicts 
that  can  crash  a  computer.  "Microsoft 
is  in  the  building-roads  business.  We 
clean  up  after  them,"  says  Warrier. 

Similar  ethnic  connections  helped 
give  the  Iranian-born  Dibachi  broth- 
ers their  start.  In  1979  Farzad 
Dibachi,  then  14,  and  brother  Farid, 
16,  came  to  the  U.S.  with  their  par- 
ents. Whiz  kids  both,  Farzad  graduat- 
ed from  San  Jose  State  University  at 
19  with  two  bachelor's  degrees,  while 
Farid  earned  one  master's  degree  in 
mechanical  engineering  from  Stanford 
University  and  another  in  electrical 
engineering  from  Cornell  University. 

Throughout  the  1980s  they  both 


moved  up  the  corporate  ladder  at  big 
companies  like  Hewlett-Packard, 
Tandem  Computers,  General  Electric 
and  Oracle  Corp.  Last  year  the  broth- 
ers hit  on  the  idea  of  providing  Inter- 
net access  through  TV  sets,  and  E-mail 
through  souped-up  telephones  that 
they  call  "information  appliances." 

Farzad  impetuously  quit  his  job  as 
the  senior  vice  president  for  new 
media  at  Oracle  to  write  the  needed 
software.  Farid,  who  had  started  a 
small  company  years  earlier,  unwound 
that  and  joined  his  little  brother. 

The  brothers  needed  money  to  get 
their  firm,  Diba  Inc.,  off  the  ground. 
Where  would  they  get  it?  From  a 
fellow  Iranian.  About  two  weeks  after 
he  had  quit  his  job,  Farzad  bumped 
into  F.  Fred  Ebrahimi,  the  chief  exec- 
utive of  Denver-based  Quark  Inc.,  a 
publishing  industry  software  manufac- 
turer, on  an  airplane.  By  the  end  of 
the  flight  Ebrahimi  had  tenatively 
committed  $5  million  in  exchange  for 
less  than  half  of  Diba. 

Today  the  brothers  employ  85 
people  in  a  funky  former  warehouse  in 
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A  global  computer 
company  had  to  initiate 
and  receive  payments 
in  over  25  different 
countries  and  currencies. 
Our  automated  cash 
management  systems 
enabled  them  to  manage 
their  payments 
electronically  and 
instantaneously 
access  their  account 
information  on  a 
worldwide  basis. 
The  result:  More 
streamlined,  efficient 
treasury  operations - 
and  more  time  to  focus 
on  the  big  issues. 


Automated  Treasury  Solutions 
For  A  Global  Computer  Company 


( Now  They  Can  Focus  On  The  Big  Picture) 


Bank  of  America 


Our  client  had  the  benefit  oj  a  team  of 
specialists  in  global  cash  management,  electronic 

commerce,  and  the  high  technology  industry    \  ■    :  M 
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Menlo  Park,  Calif.  The  first  products 
using  their  software  roll  out  this 
month,  when  Diba  will  begin  to  get  a 
royalty,  usually  between  $5  and  $10, 
for  each  unit  sold  by  electronics 
makers  like  Zenith,  NEC  and  Samsung. 

The  Dibachi  brothers  insist  that 
being  outsiders,  or  immigrants,  gave 
them  an  edge  in  coming  up  with  new 
ideas.  "Being  an  immigrant  opens 
your  mind  to  other  ways  of  thinking," 
says  Farid. 

By  personality,  immigrants  are  more 
likely  than  the  average  person  to  have 
the  characteristics  required  of  an  entre- 
preneur. Leaving  their  native  countries 
to  start  fresh  in  a  foreign  land  is  entre- 
preneurship  of  a  primitive  sort. 

If  they  come  from  poor  families, 
they  know  the  value  of  a  dollar.  Tight - 
fistedness  comes  with  the  territory 
among  these  immigrant  businesses. 
"We're  kind  of  cheap,  but  tell  me 
what  is  wrong  with  this?"  asks  Ajay 
Shah,  the  37-year-old  chief  executive 
of  Smart  Modular  Technologies.  "You 
learn  to  do  without  waste." 

Smart  Modular  ships  its  memory 
modules  sets  in  the  same  plastic  trays 
that  carry  the  products  down  the 
assembly  line — even  though  the  trays 
are  smudged.  "The  product  may  not 
look  as  mint  fresh,  but  it  saves 


Lata  Krishnan,  Ajay  Shah  and  Mukesh  Patel 
India's  socialism  held  no  attraction. 


money,"  explains  the  Uganda-born 
Shah.  Smart  Modular's  Fremont, 
Calif,  offices  are  mosriy  furnished  with 
used  furniture.  Shah  proudly  points 
out  that  he  picked  up  his  desk  for  just 
$200  eight  years  ago. 

That  philosophy  has  served  the 
company  well.  So  well,  in  fact,  that 
despite  a  50%  average  five-year  annual 
return  on  equity,  Smart  Modular 
didn't  make  the  final  cut  of  our  Best 
Small  Companies  list.  With  annual 
revenue  for  fiscal  1996  (ended  Octo- 
ber) expected  to  come  in  at  $401  mil- 
lion, Smart  Modular  was  knocked  off 
for  being  too  big. 

But  Shah  didn't  come  here  because 
he  was  poor.  He  came  because  he 
wanted  elbowroom.  His  family  was 
kicked  out  of  Uganda  by  its  racist  dic- 
tator Idi  Amin.  In  India  he  found  not 
ethnic  persecution  but  a  stifling  and 
corrupt  socialist  bureaucracy. 

Shah  left  for  Stanford  University  in 
1980  to  earn  a  master's  in  engineering 
management.  He  then  moved  quickly 
up  the  corporate  ladder,  first  at 
Advanced  Micro  Devices,  then  at 
Samsung  Flectronics,  leaving  the  latter 
firm  after  it  turned  down  his  idea  for 


so-called  memory  modules.  These 
would  permit  computer  makers  to 
design  a  basic  PC  with  different  levels 
of  memory,  selling  at  different  prices. 

So,  in  1989,  Shah  went  off  on  his 
own  to  capitalize  on  his  big  idea.  His 
wife,  Indian-born  Lata  Krishnan,  then 
a  controller  at  Montgomery  Securities, 
quit  her  job  to  write  the  couple's  busi- 
ness plan  and  line  up  investors.  The 
company  has  grown  from  33  employ- 
ees in  1989  to  some  430  people  today. 

Smart  Modular's  November  1995 
initial  public  offering  created  at  least 
20  new  millionaires.  With  the  compa- 
ny's stock  up  42%  from  its  IPO,  the 
Shahs'  35%  stake  is  currently  worth 
$109  million.  "This  is  why  a  person 
like  me  falls  in  love  with  a  country," 
says  Shah.  "In  India  you  have  to  be 
born  in  the  right  place,  and  who  you 
know  is  as  important  as  what  you  do." 

Steven  Kim,  the  South  Korean- 
born  chief  executive  and  founder  of 
Calabasas,  Calif.-based  Xylan  Corp., 
echoes  Shah's  sentiment.  Says  Kim, 
"The  wonderful  thing  about  this 
country  is  that  I've  never  felt  any  dis- 
crimination. I've  never  felt  I  wasn't 
given  the  chance  to  compete." 

That  wasn't  the  case  in  his  home- 
land. Kim's  father  was  a  businessman 
from  a  wealdiy  family  But  when  Kim 
was  still  a  small  boy,  his  father's  pub- 
lishing business  went  broke.  There  are 
few  second  chances  in  Korea,  and  Kim 
was  raised  with  little  money.  After  col- 
lege and  a  mandatory  two-year  stint  in 
the  Korean  army,  Kim  didn't  want  to 
work  in  a  big  Korean  conglomerate, 
where  opportunities  are  parceled  out 
according  to  seniority. 

Kim  arrived  in  Los  Angeles  in  1976, 
age  26,  with  only  $2,000.  He  took  a 
job  as  a  stock  boy  in  an  auto-parts 
warehouse.  Today  his  company,  Xylan 
Corp.,  makes  switching  systems,  the 
gear  that  helps  computers  communi- 
cate with  each  other,  for  local  area  net- 
works. Xylan  went  public  in  March. 

Immigrants  credit  the  U.S.  with 
giving  them  chances  their  homelands 
had  not.  But  some  claim  a  little 
credit  for  themselves.  "The  first  gen- 
eration always  does  better  because 
they  have  the  American  Dream,"  says 
Anne  Lam,  of  CyberMedia.  "They 
want  to  come  in  and  make  a  differ- 
ence. That's  why  I  did  what  I  did. 
Otherwise  I'd  have  taken  a  job  at 
Bank  of  America." 
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Did  you  know  that  seven  foreign  stock  markets  have  outpaced  the  U.S.  stock 
market  over  the  past  10  years?*  Smart  investors  realize  investing  a  portion  of  their 
assets  overseas  makes  sense.  The  question  is  how. 

Consider  a  proven  investment  strategy.  AIM  International  Equity  Fund's  profes- 
sional management  team  searches  worldwide  to  find  companies  whose  earnings 
are  growing.  It's  the  same  earnings-driven  discipline  that  guides  all  of  AIM's 
equity  hinds.  Over  time,  it's  been  a  discipline  that's  worked.  Just  check  our  record. 

Of  course,  past  performance  can't  guarantee  comparable  future  results.  Interna- 
tional investing  can  pose  greater  risks  compared  with  U.S.  investments.  The  Fund's 
share  price  will  fluctuate  with  market,  currency  and  political  climates.  With  these 
risks,  however,  also  is  the  opportunity  for  greater  rewards  and  greater  diversifica- 
tion than  investing  solely  within  the  United  States. 

For  more  complete  information,  including  charges  and  expenses,  ask  your 
financial  consultant  for  a  free  prospectus  and  Investors  Guide.  Please  read  the 
prospectus  carefully  before  you  invest  or  send  money. 

CALL  FOR  YOUR  FREE  INVESTOR  GUIDE 
1-800-246-4246 


AIM 

Source:  Morgan  Stanley  International  Perspective,  through  June  30,  1')%.  Performance  results  are  historical  and  include  reinvestment  of  all  distributions,  changes 
1  net  asset  value  and  maximum  5.50%  sales  charges.  Investment  return  and  principal  value  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth 
tore  or  less  than  their  original  cost.  Performance  for  Class  B  shares,  which  began  on  l)/15A)4,  will  differ  due  to  a  difference  in  sales  charge  structure  and  Fund 
xpenses.  A  I  M  Distributors,  Inc.  9/%. 
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MOVING  THE  COMPANY 
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Our  workers  rank  first  in  productivity  among  the  nation's  top  ten  industrial  5: 
919-733-3333  •  FAX  919-733-9265  •  E-Mail  info® 


OUR  BOARD  YOU'RE 

E  FOR  THE  BEAUTY  OF  OUR 

R.ATES.  WE  WON'T  TELL. 
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wve  the  nation's  lowest  construction  costs.  Our  work  stoppage  rate  is  0.02%. 
erce. state. nc. us  •  INTERNET  http: //www. commerce. state. nc. us/ 
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A  funny  thing  happened  to  a  lot  of  the  companies 
on  last  year's  200  Best  list.  They  lost  momentum. 

Fast  company 


By  Steve  Kichcn  and  Michelle  Conlin 

Of  last  year's  200  Best  Small  Companies  in  America, 
only  89  firms  are  on  the  1996  list.  That's  attrition  of 
56%.  How  could  companies  be  so  good  one  year  and 
not  make  the  grade  the  next? 

A  few,  17,  were  going  so  strong  they  shot  right  off 
the  list,  growing  beyond  our  definition  of  a  small 
company — less  than  $350  million  in  sales.  Maxim 
Integrated  Products,  Parametric  Technology  and 
Applebees  International  were  among  those  that 


Graduates 


Company/business 

Recent 

1-year 

 5-year  average  growth  

Latest  12-mos 

—Change  in  earnings- 

price* 

change 

return  on 

sales 

net 

sales 

latest 

latest 

• 

equity 

income 

($mil) 

12  mos 

quarter 

Altera/logic  chips  &  software 

503/s 

-13% 

23.8% 

42% 

53% 

$495.4 

56% 

2% 

Applebees  International/restaurants 

25'/2 

-9 

14.2 

69 

48 

383.9 

37 

29 

Brightpoint/telecommunications  equipment 

233/4 

42 

57.1 

82 

43 

377.7 

30 

16 

Linear  Technology/integrated  circuits 

365/8 

-7 

24.4 

32 

49 

377.8 

55 

18 

Maxim  Integrated  Products/integrated  circuits 

30'/2 

-13 

19.6 

43 

48 

421.6 

195 

188 

Parametric  Technology/engineering  software 

513/a 

72 

27.1 

70 

65 

542.2 

57 

55 

Paychex/payroll  accounting  services 

62'/4 

109 

26.2 

21 

40 

367.8 

34 

33 

Sierra  Health  Services/HMO 

34!/a 

36 

25.1 

23 

25 

524.4 

-5 

14 

VeriFone/electronic  transaction  systems 

443/4 

69 

12.5 

20 

14 

439.9 

14 

19 

Vivra/kidney  dialysis  services 

317/8 

44 

12.8 

29 

18 

434.5 

13 

18 

Dropouts 

Company/business 

Recent 

1-year 

 -5-year  average  growth  

Latest  12-mos 

— Change  in  earnings — 

price* 

change 

return  on 

sales 

net 

sales 

latest 

latest 

equity 

income 

($mil) 

12  mos 

quarter 

Cerner/software  for  healthcare  industries 

15 

-54% 

18.5% 

26% 

50% 

$195.7 

-65% 

-82% 

Digi  International/computer  hardware  &  software 

16 

-38 

18.3 

38 

17 

188.5 

-5 

-63 

Falcon  Products/office  furniture 

WA 

20 

13.1 

23 

18 

105.6 

15 

5 

First  Team  Sports/in-line  roller  skates 

8'/4 

-45 

21.7 

39 

34 

89.9 

-23 

-88 

Franklin  Quest/time-management  books 

193/4 

-22 

22.1 

32 

22 

332.0 

-11 

-71 

Gainsco/property  &  casualty  insurance 

103/8 

17 

19.3 

14 

16 

115.4 

18 

17 

Hilite  Industries/auto  parts 

/  6 

-31 

28.3 

28 

32 

72.6 

1 

0 

Jean  Philippe  Fragrances/cosmetics  &  fragrances 

7Vz 

-23 

18.6 

37 

30 

95.8 

13 

-19 

Norstan/telecommunications  systems 

163/4 

34 

12.4 

22 

15 

341.2 

16 

13 

Ryan,  Beck  &  Co/investment  banking 

5'/4 

-30 

26.2 

15 

31 

28.3 

-46 

-61 

*As  of  Oct.  4. 

Source:  William  O'Neil  &  Co. 


Few  companies  stay  on  our  200  Best  Small  Companies  list  for  long.  Over  half  of  the  1995  list  members  aren't  on  our  1996 

list.  This  sampling  includes  companies  that  outgrew  the  list  and  those  that  stumbled. 
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Don't  let  this  happen  to  you. 
To  prepare  for  tomorrow,  plan  with  Alliance  today. 

— 1  You  know  that  you  should  — *  Your  Financial  Adviser  should 

make  financial  preparations  for  the  be  an  integral  part  of  your  investment 

future.  And  you  might  not  have  as  planning,  providing  sound  advice  and 

much  time  or  information  as  you'd  the  necessary  link  between  you  and 

like.  Alliance  Capital. 


SM 


Investing  without  the  Mystery.' 
1-888-AC  FUNDS 

http://www.alliancecapital.com 

Alliance  Fund  Distributors,  Inc.  is  a  member  of  the  NASD. 


/  /  ® 


Alliance  Capital  is  one  of 

the  world's  largest  investment 
managers.  With  more  than  two 
million  individuals  invested  in  our 
family  of  over  120  mutual  funds, 
we  have  the  research  capabilities 
and  performance  record  to  help 
get  you  from  where  you  are  now  to 
where  you  want  to  be. 
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How  we  determine  tiie  results 


►  Who's  eligible 

Forbes'  annual  list  of  die  200  Best  Small  Companies  in  America  is  restricted  to  publicly  traded,  U.S. -based 
corporations  with  latest  12-m<  •  h    <ics  of  at  least  $5  million  but  no  more  than  $350  million.  Equity  must  be  in 
the  form  of  common  shares;  we  don't  consider  publicly  traded  limited  partnership  units,  real  estate  investment 
trusts  or  closed-end  mutual  funds.  Companies  of  all  industries  are  considered  except  banks  and  s&Ls,  which 
were  dropped  in  he  iate  1980s  because  their  low  capital  bases  produced  unsustainably  high  returns  on  equity. 

Wc  i  •    1   reading  volume  of  at  least  1,000  shares.  Any  shares  selling  for  under  $5  are  not 

considered.  Companies  whose  stock  price  has  performed  in  the  lowest  tenth  percentile  among  all  public 
companies  are  eliminated. 

i  require  that  firms  file  an  annual  proxy  statement  on  ownership  and  executive  compensation  with  the 
Securities  &  Exchange  Commission. 

->■  Profitability 

Companies  are  ranked  by  their  five-year  average  return  on  equity.  This  year's  minimum  is  14.5%.  We  also 
require  five-year  average  sales  and  earnings  growth  per  share  of  at  least  15%  and  9%,  respectively. 

Highly  leveraged  companies  need  not  apply.  Firms  are  dropped  if  their  debt  exceeds  their  stockholders' 

equity  or  if  their  equity  is  negative. 

>-  Growth 

All  companies  must  have  had  net  income  in  excess  of  $1  million  for  the  past  12  months  and  cannot  have  posted 
losses  during  any  of  the  four  latest  fiscal  years.  Because  many  of  these  firms  have  not  been  public  for  a  full  five 
years,  we  consider  data  from  the  period  that  the  company  was  private — including  information  provided  in  stock 
offering  prospectuses.  — Eric  S.  Hardy  ■ 


moved  onward  and  upward. 

Twelve  others  were  gobbled  up  by 
larger  competitors,  cue  International, 
a  Stamford,  Conn. -based  membership 
shopping  service  bought  two  from  last 
year's  list — Davidson  &  Associates,  a 
maker  of  software  for  kids,  and 
Advance  Ross,  which  makes  cash 
advances  on  tax  refunds.  Waterhouse 
Investor  Services,  a  New  York- based 
discount  securities  brokerage,  was 
acquired  by  Toronto-Dominion  Bank. 

But  graduation  and  acquisition 
account  for  only  26%  of  the  drop-offs. 
Not  all  of  the  drop-offs  are  duds.  The 
majority,  76,  simply  lost  momentum. 
It  takes  exceptional  skill  and  luck  to 
deliver  49%  annual  earnings  growth, 
and  no  company  can  keep  up  the  pace 
for  more  than  a  few  years. 

Consider  medical  software  maker 
Cerner  Corp.,  a  member  of  our  list  for 
four  of  the  past  six  years.  Cerner, 
based  in  Kansas  City,  Mo.,  developed 
a  sophisticated  hospital  software 
system  that  could  link  hospitals,  doc- 
tors' offices  and  clinics.  (Forbes,  Mar. 
14,  1994).  Cerner  ran  rings  around 
competitor  HBO  &  Co.  But  you  can't 
count  on  your  competition  remaining 
asleep.  HBO  began  acquiring  other 
software  companies,  broadening  its 


product  line  to  include  software  like 
home  health  programs  that  Cerner 
didn't  yet  have.  Cerner  began  losing 
market  share. 

Our  requirements  for  the  200  Best 
Small  Companies  list  are  stringent  (see 
box).  The  slightest  sign  of  stum- 
bling— like  Cerner's  82%  drop  in 
third-quarter  earnings  per  share — is 
grounds  for  disqualification. 

First  Team  Sports,  a  list  member  in 
1995,  rode  the  in-line  skates  craze  for 
years.  But  crazes  fade  and  the  Anoka, 
Minn. -based  company  rolled  right  off 
our  list  this  year.  In  1996  industry  sales 
of  in-line  skates  are  off  about  20%. 
First  Team  is  facing  tough  competition 
from  K2  Corp.'s  soft-boot  skates  and 
Rollerblade's  lower-priced  skates. 

And  what  about  Franklin  Quest, 
peddler  of  time-management  semi- 
nars, planning  aids  and  software?  It 
was  a  200  Best  Small  Company  for 
the  past  three  years,  but  was  disquali- 
fied when  its  latest  quarterly  earnings 
dropped  71%  and  the  company  took  a 
writeoff  for  excess  inventory.  Salt  Lake 
City,  Utah-based  Franklin  depends  on 
a  faithful  core  of  customers  willing  to 
pay  premium  prices  for  its  seminars 
and  organizers.  A  standard  Franklin 
planner  sells  for  $64,  compared  with 


prices  as  low  as  $29  for  a  standard 
Day  Runner  planner  sold  by  Irvine, 
Calif. -based  Day  Runner,  number  141 
on  our  list.  Franklin  still  has  its  faith- 
ful followers  but  it  has  had  trouble 
expanding  its  market  beyond  them. 

Some  companies  continued  to 
flourish  but  were  pushed  aside  by 
others  that  simply  did  better.  Last  year 
the  200th-ranked  company,  VeriFone, 
had  a  five-year  average  return  on 
equity  of  12.4%.  Had  the  company 
not  outgrown  the  list  this  year,  it 
would  have  been  cut.  Why?  This  year 
the  lowest  qualifying  return  was  View- 
logic  Systems'  14.5%.  Outfits  such  as 
Falcon  Products  and  Norstan  missed 
the  higher  hurdle  by  just  a  whisker. 

We  dropped  five  other  companies 
whose  stocks  performed  in  the  lowest 
tenth  percentile  of  all  companies. 

So  remember  this  about  the  Forbes 
200  Best  Small  Companies:  It's  a  fast- 
stepping  crowd.  Before  investing  in 
any  of  them,  ask  this  question:  Does 
this  company  have  an  edge  that  is  sus- 
tainable, or  is  it  simply  riding  a  tem- 
porary wave,  a  fad,  a  bubble?  Both 
sorts  will  eventually  drop  off  the  list. 
The  former  because  they  become  too 
big,  the  latter  because  their  brief 
moment  of  glory  has  passed.  H 
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SOURCE 

There's  a  source  of  energy.  A  source  of  information.  And  one  simple,  powerful  source  for  all  of  your  words  to  navel 
through.  BellSouth.  Now  more  than  ever,  we're  bringing  together  every  kind  of  technology.  From  local  and  long 
distance  service,  to  Internet  access,  wireless,  yellow  pages,  interactive  video  and  beyond.  So  you  can  pick  and 
choose  what  you  need,  when  you  need  it.  All  from  a  single  source  that  connects  you  and  your  words  in  every  way. 
Because  a  word  can  have  many  meanings.  But  it  means  nothing  until  it's  shared. 

©BELLSOUTH 

It's  All  Here. 

www.bcllsouth.com/words 


'  1996  The  CIT  Group,  Inc. 


Four  Straight  Years  0 


lose  Who  Were  Preparec . 


When  The  CIT  Group  ran  the  advertise- 
ment on  the  left,  unemployment  was  high, 
American  industry  was  struggling  to  regain  its 
competitive  edge  and  traditional  sources  of 
financing  were  not  available. 

While  many  companies  waited  for  better 
times,  others  worked  to  make  them  happen. 
They  made  their  operations  more  efficient 
and  productive.  Bought  and  leased  equipment. 
And  generally  took  the  steps  necessary  to 


achieve  prosperity  today  and  position  themselves 
competitively  for  the  future. 

We  are  proud  to  have  played  a  role  by  pro- 
viding over  $26  billion  in  asset-based  financing 
over  the  past  four  years  to  companies  in  a  wide 
range  of  industries. 

The  CIT  Group  stands  ready  to  help  you 
succeed.  For  more  information,  we  invite  you 
to  visit  our  web  site  at 


www.citgroup.com 


Americas 
Most  Experienced 
Assi  t-Based 
Lender 


IHt  btbl  oIVihLL  uu 


n  HivicnibH 


And  now, 
America's 
200  finest 


You're  excused  if,  at  first  glance,  you  regard  Forbes'  list 
of  America's  200  Best  Small  Companies  as  a  random  sam- 
pling. Some  of  the  companies  are  young:  60%  have  been 
public  five  years  or  less.  Others  are  decades  old.  The  list 
is  loaded  with  Silicon  Valley  hotshots,  but  you'll  also  find 
companies  that  operate  garages  and  cheerleading  camps. 

But  there  is  a  common  thread:  Every  company  on  the 
list  stands  head  and  shoulders  over  its  immediate  com- 
petitors. This  excellence  expresses  itself  in  extraordinary 
returns.  The  median  Forbes  200  company  boasts  a  five- 
year  annualized  earnings  growth  of  41%.  Median  five-year 
average  return  on  equity  is  21%. 

Of  our  list  of  200,  51  provide  hardware,  software,  semi- 
conductors or  related  services.  Health  care  is  another  big 
one:  25  companies  this  year.  A  key  to  their  success:  spe- 


cialization. The  fashion  business  is  represented  by  7 
names.  But  apparel  firms  are  rarely  on  our  list  for  long. 
One  dropoff  this  year:  Gymboree,  which  ranked  62  last 
year,  but  reported  flat  earnings  in  the  latest  quarter. 

Remember:  High  returns  attract  competition.  Lying  in 
wait  for  these  standouts  is  Nemesis,  the  goddess  of  divine 
retribution.  Indeed,  the  12  top-ranked  companies  this 
year  were  not  even  on  last  year's  list.  Very  few,  if  any,  of 
this  year's  top  dozen  will  be  on  next  year's.  A  handful  will 
soar  off  the  list  into  the  big-company  category  and  thus 
will  reward  investors  handsomely.  Cisco  Systems,  Paychex 
and  Mylan  Laboratories  are  all  graduates. 

But  turn  to  page  222.  Reading  about  the  fate  of  last 
year's  200  Best  is  instructive  for  any  business  person  or 
investor.  -Steve  Kichen  and  Eric  S.  Hardy  h 


Company 

business 


1 

■ 

Safeskint  39ft 
disposable  latex  gloves  for  the  medical  profession 

100.0+% 

29.1% 

4% 

60% 

37% 

45% 

34.8% 

$134 

$20.3 

$507 

18.9 

2 

■ 

Metrotrans1  13ft 
manufactures  shuttle  &  midsize  touring  buses 

100.0+ 

25.1 

27 

33 

22 

17 

138.9 

70 

3.4 

54 

11.0 

3 

■ 

Apollo  Group1                        28ft  77.7 
higher  education  programs  &  services  for  working  adults 

34.9 

2 

25 

30 

83 

63.3 

201 

19.3 

1,405 

54.8 

4 

■ 

Employee  Solutions1 

staff  leasing  &  employee  services 

18ft 

59.6 

41.6 

0 

196 

174 

91 

273.3 

271 

8.3 

564 

29.8 

5 

■ 

OnTrak  Systems1  153/4 
equipment  for  manufacturing  semiconductors 

57.5 

65.1 

20 

98 

115 

113 

84.4 

56 

4.8 

117 

32.1 

6 

■ 

Southern  Energy  Homes1           17ft         54.2  23.5 
manufactured  homes  sold  in  the  southeastern  &  south  central  US 

0 

34 

27 

41 

25.8 

280 

13.5 

264 

15.2 

7 

■ 

Oakley1 

sports  sunglasses  &  goggles 

22ft 

53.2 

56.5 

0 

26 

38 

51 

39.6 

202 

46.2 

1,611 

24.0 

8 

■ 

Equity  Marketingt  22% 

designs  &  markets  merchandise  based  on  cartoon 

50.3      47.9        0  36 
&  other  entertainment  characters 

79 

24 

119.6 

113 

7.1 

127 

16.0 

9 

■ 

Miller  Industries1  21ft 
manufactures  auto  towing  &  wrecker  equipment 

46.6 

13.6 

6 

49 

25 

59 

35.6 

135 

8.9 

522 

31.3 

10 

■ 

Alternative  Resources1 

30 

45.5 

31.6 

0 

82 

43 

107 

46.2 

179 

12.1 

467 

27.0 

information  technology  services 


Stock  prices  as  of  Oct.  4.  ■  Not  on  last  year's  list.  "Includes  all  share  classes,  timtial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 
Sources:  William  O'Neil  &  Co.:  Market  Guide  via  OneSource  Information  Services,  IBES  Express. 
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IMAGINE  ARIZONA'S  HIGH-TEC! 
WORK  FORCE  IIU2020. 


If  high  tech  is  your  company's  business,  then  your  business 
should  be  in  Arizona.  Because  we  have  the  trained  work  force 
:o  help  you  grow  to  your  maximum  potential. 

Almost  1,300  high-tech  companies  now  call  Arizona  home.  And 
nearly  half  our  manufacturing  employment  is  in  high-tech  sectors, 
rhat's  50%  greater  than  the  national  average.  Our  high-tech  work 
;orce  is  growing  at  one  of  the  fastest  rates  in  the  country,  assuring 
3  strong  future  labor  pool.  Plus  our  universities  and  community 
colleges  provide  well-educated,  skilled  employees. 

But  that's  not  all.  In  Arizona,  your  company  benefits  from  a  "right 


to  work"  environment.  A  highly  developed  transportation  system. 
And  a  sophisticated  communications  network. 

So  it's  not  surprising  that  corporations  like  Honeywell,  Motorola, 
Intel  and  Microsoft  have  chosen  Arizona  as  the  place  to  grow. 

Give  your  high-tech  company  the  work  force  it  needs  to  ensure 
its  future  growth.  Just  call  the  Arizona  Department  of  Commerce 
at  1-800-528-8421  for  more 
information  and  assistance. 

Then  start  imagining  your 
company's  profits. 


CALL  1-800-528-8421 

Arizona.  Consider  The  Possibilities. 


Rank 

Company 

business 

jofitability 

Growth 

Sales 

Net 

income 

Market 

value* 

'96 

'95 

I  i 

fUrn  on  equity 
-year  latest 
erage  12 
mos 

Debt/ 
equity 

Sales 
5-year 
average 

latest 
12 
mos 

EPS 
5-year  latest 
average  12 
mos 

latest 
12 
mos 

(Smil) 

latest 
12 
mos 
($mil) 

($mil) 

Est 
1997 
P/E 

11 

■ 

RTWt                                            44.6%    22.0%  0% 

workers'  compensation  insurant  products  &  related  health  care  services 

98% 

49% 

83% 

36.2% 

$57 

$9.1 

$316 

26.5 

12 

■ 

APAC  TeleServices1 

telemarketing  services  for  businesse 

513/4 

42.7 

30.3 

3 

68 

162 

51 

118.8 

174 

16.0 

2,397 

58.1 

13 

7 

NN  Ball  &  Roiled  143/4 
manufe;  ..'res  precision  steel  ball  bearings  &  rollers 

42.5 

34.7 

0 

23 

30 

36 

26.4 

90 

13.6 

214 

13.5 

14 

15 

ChaJ  Therapeutics  20 

manufactures  home-respiratory-care  equipment 

41.9 

50.9 

0 

61 

40 

81 

58.1 

23 

5.0 

198 

25.3 

15 

8 

Medusa 

315/s 

40.8 

50.0 

64 

15 

4 

49 

42.5 

299 

47.8 

516 

9.6 

produces  portland  &  masonry  cement;  mines  &  processes  limestone  products 


Our  eldest  chief  executive  is  75 -year-old 
John  Sperling  of  Apollo  Group,  an  operator 
of  schools  for  working  adults.  Shahrokh 
Sedaghat,  31,  chief  executive  of  Seda 
Specialty  Packaging,  is  the  youngster. 


16  ■   Speedway  Motorsportst             267i         40.7      24.8  2        19         29      26      75.8        90      23.6  1,109  32.0 

operates  automotive  speedways  &  promotes  motorsport  events 

17  ■   Game  Financial  Corp+               lO'/z         40.0      22.5  0        79         89      54      30.8        13       1.3   ■  46  NA 

cash  advances,  check  cashing  &  ATM  services  for  casino  guests 

18  ■   Remedy^                            94           39.0      17.0  1       140       104     118     110.6        55      10.8  1,244  65.7 

client/server  application  software 

19  ■   McAfee  Associates^                49'/2         38.7      57.6  0        95         99      51     148.8       130      36.6  2,368  45.6 

antivirus  &  network  management  software 

20  13    Department  56+                     253/8         3  7.4      3  5.4  40        1  9         1  0      2  8      23.9       2  5  9      53.2  547        1  0.4 

designs,  imports  &  distributes  collectibles  &  giftware 

21  12    Kenneth  Cole  Productionst         197/8         36.5      32.0  0        36         37      40      19.7       133      10.7  260  18.1 

footwear  &  handbags 

22  ■   First  Commonwealth1               24'/2         35.5      20.0  0        40        34      36      18.3        37       2.3  83  27.8 

provides  managed  dental  benefit  plans  in  the  Chicago  metro  area 

23  ■   EW  Blanch  Holdings+               19'/2         34.5      26.2  1        20          8      25       4.8        96      17.5  259  10.4 

reinsurance 

24  ■  Cambridge  Technology  Partners1  34  34.2  32.6  0  83  50  84  60.7  161  16.1  1,556  59.6 
 information  processing  &  management  consulting  services 

25  ■  INSOt  551/2  33.1  19.3  0  53  71  71  74.2  53  14.5  726  34.7 
 licenses  reference  &  information  management  software  to  software  publishers 

26  ■   Seattle  FilmWorks                  20'/s         32.8      38.3  0        16         41       26      35.9        79       6.9  218  24.5 

mail-order  photof inishing  services 

27  ■   ESS  Technology1                    17'/4         32.4      40.2  15        44        161       72     138.6       158     42.3  657  11.3 

semiconductors  for  processing  audio  signals 


Stock  prices  as  of  Oct.  4.  ■  Not  on  last  yeas  s  list.  'Includes  all  share  classes,  tlnitial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 
Sources:  William  O'Neil  &  Co.;  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 
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Any  Project,  Anywhere 

•  *  *  '■■  ■■.   '"  •       '"<.  ';■  '  }J«*i$m 


BLACK  &VEATCH 

WORLDWID  E 

Telephone:  (1 )  91 3-339-2222 

Fax:  (1)  913-339-7677 
Internet  E-mail:  info@bv.com 
World  Wide  Web:  http://www.bv.com 


ENGINEERING  •  PROCUREMENT  •  CONSTRUCTION 


JHt  BtSI  5M 


Company 

business 


i^Wfitability 

Receitf  ^§tum  on  equity 
'  price  •  3-year  latest 
Herage  12 


Growth 


Sales  EPS 

5-year    latest  5-year  latest 

average     12  average  12 

mos  mos 


Sales  Net  Ma 
income 

latest  latest 
12  12 

mos  mos 

($mil)  ($mil)  ($m 


28 

16 

Knight  Transportation1              21'/?         32  0% 

short-to  medium-haul  truckloai;  carrier  in  western  US 

26.5% 

4% 

45% 

43% 

58% 

22.8% 

$66 

$6.6 

$213 

21.1 

29 

21 

United  Video  Satellite  Group'      l9'/2  319 
satellite-based  video,  audio  &  data  transmission  services 

3§.3 

35 

51 

51 

52 

24.1 

336 

26.5 

701 

16.7 

30 

■ 

Smith  Micro  Software'               SlA  31.6 
software  for  fax,  data  &  voice  communications 

24.2 

0 

73 

65 

45 

111.1 

23 

4.9 

88 

11.6 

31 

Amresco                            225/s  31.2 
real  estate;  mortgage  banking  services 

14.7 

28 

33 

43 

18 

26.4 

151 

23.6 

609 

16.5 

32 

8 

Roper  Industries'                   48  30.7 
produces  fluid  handling  products  &  industrial  controls 

29.0 

19 

29 

30 

45 

39.2 

214 

30.6 

727 

15.7 

33 

■ 

Toy  Biz'                             173/8  30.7 
designs  &  markets  new  &  traditional  toys 

25.3 

0 

49 

32 

214 

30.5 

222 

29.0 

482 

10.9 

34 

■ 

Datastream  Systems1               28  30.5 
industrial  software  for  Windows-based  computer  systems 

12.9 

0 

57 

85 

92 

69.0 

27 

5.9 

238 

25.7 

35 

34 

Blimpie  International'              123/s  30.4 
franchised  sandwich  restaurants 

55.3 

0 

43 

33 

37 

59.3 

35 

4.0 

117 

NA 

36 

■ 

USA  Detergents'                    41           30.1  39.7 
manufactures  &  markets  value-priced  laundry  &  household  cleaning 

9 

products 

91 

60 

146 

126.8 

133 

8.1 

563 

38.7 

37 

41 

Catalina  Marketing'                533/s  29.7 
in-store  electronic  consumer  promotion  services 

32.6 

0 

29 

22 

48 

30.5 

142 

23.2 

1,038 

30.0 

The  highest  market  value  on  our  list  is 
$4.4  billion  and  belongs  to  PeopleSoft,  a 
software  maker.  Nortech  Systems,  an  elec- 
tronics equipment  company,  has  the 
lowest  market  value— only  $13  million. 


38 

■ 

JW  Charles  Financial  Services 

regional  securities  brokerage 

53/4 

29.7 

29.8 

0 

33 

32 

29 

60.8 

92 

4.9 

23 

NA 

39 

29 

Barrett  Business  Services'  16 

permanent  &  temporary  employment  services 

29.6 

24.3 

4 

38 

18 

66 

35.8 

191 

4.9 

109 

16.0 

40 

■ 

Performance  Technologies'        12'/8  29.6 
fault-tolerant,  high-performance  communications,  networking 

43.1        1        25  48 
&  data  storage  interface  products 

27 

32.8 

22 

3.2 

58 

13.9 

41 

10 

Papa  John's  International' 

operates  &  franchises  pizza  delivery 

545/s  29.4 
&  take-out  restaurants 

13.4 

2 

81 

53 

73 

43.8 

308 

14.3 

1,042 

42.3 

42 

■ 

ContiFinancial' 

home  equity  &  other  loans 

30'/4 

29.0 

28.8 

61 

68 

64 

128 

142.5 

122 

84.8 

1,343 

11.3 

43 

27 

Electroglas'  13% 

equipment  for  manufacturing  semiconductors 

28.8 

26.5 

0 

30 

47 

46 

46.5 

197 

41.7 

248 

14.8 

44 

40 

St  John  Knits'  49'78 
higher-priced  knitted  women's  apparel;  retail  stores 

28.6 

35.6 

0 

26 

24 

41 

30.4 

190 

24.7 

827 

27.0 

45 

■ 

Helix  Technology 

low-temperature  devices  &  vacuum 

28           28.5      51.6  0 
pumps  for  semiconductor  manufacturers 

23 

43 

66 

70.5 

147 

26.6 

277 

10.6 

Stock  prices  as  of  Oct.  4.  ■  Not  on  last  year's  list.  'Includes  all  share  classes,  tlnitial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 
Sources:  William  O'Neil  &  Co.;  Market  Guide  via  OnsSource  Information  Services;  IBES  Express. 
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Too  many  steps  in  your  purchasing  process 
can  put  profits  out  of  reach. 


Keeping  a  step  ahead  of  the  competition  these  days  is  an  uphill  climb. 
Especially  if  a  mountain  of  procedures  and  paper  in  your  supply  chain  keeps  your 
product  from  reaching  the  marketplace. ..and  leads  to  slow  bidding  and  ordering, 
poor  supplier  relationships  and  tumbling  productivity.  Let  GE  Information 
Services  show  you  how  our  Business  Productivity  Solutions  can  keep  your 
purchasing  process  on  the  rise. 

GE  Information  Services  can  help  you  use  the  Internet  to  electronically 
identify  and  evaluate  suppliers  around  the  world;  send  specs,  RFOs  and  bid 
receipts;  eliminate  paper;  and  cut  order  cycles  from  weeks  to  days,  or  days  to 
hours.  We  reduced  the  bidding  process  for  a  global  manufacturer  from  10  days  to 
two.  And  we  helped  a  major  retailer  analyze  inventory  and  sales  data  in  near  real 
time  to  achieve  a  98  percent  in-stock  position.  Your  suppliers  will  appreciate  the 
cost  and  time  savings  they  get  from  GE  Information  Services,  too,  as  they  download 
information  directly  to  their  desktop  computer  and  have  24-hour  access  to  it. 

With  a  local  presence  in  42  countries  and  more  than  40,000  global  trading 
partners,  GE  Information  Services  can  give  you  the  business  solutions  you  need 
to  take  your  company  to  new  heights. 

Productivity.  It's  All  We  Do.SM 


GE  Information  Services 


1-800-560-GEIS  http://www.geis.com 


inC  DEO  I  OIYIHLL  UUITIT 


Company 

business 


46     a  Mity-Lite1 

manufactures  lightweight  folding  tafc-S: 


47    35   Poe&  Brown  24/4 
property  &  casualty  insurance  agency 


48     ■   Sofarnor  Danek  Group  30'/4 
sufgicai  implant  devices  for  the  human  spine 


28.5%    19.9%      0%      29%      15%     42%    16.7%     $16  $2.0 


28.5  28.5 


13 


17 


10      21      10.6       113  15.5 


28.1      31.9       23  39 


24      34      21.6       212  39.3 


49    46   Jack  Henry  &  Associates  32/8         27.8  41.6 

data  processing  systems  for  banks  &  finance  companies 


26 


46      32  48.5 


68  12.3 


$30 


211 


733 


381 


11.1 


11.4 


15.0 


26.1 


Does  higher  education  pay.5  39  of  our 
chief  executives  lack  college  degrees. 
But  75  have  graduate  degrees,  including 
31  who  hold  M.B.A.S. 


50 

■ 

Encad+ 

large-format  color  inkjet  printers  for 

45/2 
computers 

27.6 

29.8 

0 

85 

41 

102 

11.8 

78 

8.5 

510 

35.0 

51 

■ 

Champion  Industries1  183/s 
commercial  printing;  sells  office  products 

27.3 

17.6 

8 

16 

31 

16 

8.7 

55 

3.2 

118 

28.3 

52 

83 

Wireless  Telecom  Group1  9'/i 
wireless  communications  testing  equipment 

27.3 

48.6 

0 

43 

49 

43 

67.4 

19 

6.1 

161 

18.9 

53 

■ 

National  Instruments1  26/2 
scientific  &  technical  applications  software 

111 

21.1 

12 

28 

23 

51 

26.3 

181 

20.8 

572 

21.2 

54 

■ 

Crossmann  Communities1  16 

builds  low-priced,  single-family  homes 

25.8 

27.3 

0 

41 

50 

39 

44.2 

198 

12.1 

98 

6.2 

55 

53 

Fastenal  473/i 
retails  metal  fasteners  &  construction  materials 

26.3 

32.3 

0 

37 

28 

41 

29.0 

250 

30.5 

1,812 

38.8 

56 

55 

Nature's  Sunshine  Products  19'/2 
vitamins,  herbs  &  other  nutritional  products 

26.3 

35.0 

0 

29 

27 

25 

47.1 

232 

14.5 

368 

17.9 

57 

■ 

Romac  International1 

employment  agency  for  temporary  < 

29           26.3      22.8  3 
it  longer-term  professional  &  technical 

16 

workers 

71 

78 

82.2 

64 

3.9 

340 

45.3 

58 

96 

Coherent  Communications  Sys+  19 

voice  enhancement  communications  hardware  & 

26.2 
<  software 

41.7 

0 

29 

24 

100 

40.0 

47 

8.5 

285 

21.8 

59 

39 

Adtranf  46/2 
digital  telecommunications  equipment 

26.0 

27.0 

15 

45 

42 

43 

42.9 

216 

35.3 

1,799 

34.7 

60 

■ 

Opal1                                10/4         25.8  24.9 
precision  measuring  tools  for  manufacturers  of  semiconductors 

0 

98 

79 

104 

54.9 

58 

11.6 

89 

7.6 

61 

50 

NCI  Building  Systems1 

prefabricated  metal  buildings 

33/2 

25.7 

37.4 

0 

39 

36 

40 

22.6 

299 

21.6 

266 

9.7 

62 

48 

Hirsch  International1  19 

sells  &  leases  industrial  embroidery  machines  t 

25.5  26.2 
<  related  supplies 

6 

30 

24 

58 

29.9 

103 

7.6 

146 

13.8 

Stock  prices  as  of  Oct.  4.  ■  Not  on  last  year's  list,  includes  all  share  classes,  tlnitial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 
Sources-.  William  O'Neil  &  Co.;  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 
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He  sailed 

through  law  school. 


Navigated  his  way  to  a  successful  career.  Now  thanks  to  the  financial  skills  of 
his  New  England  representative,  f k  hes  ready  to  launch  that  charter  service  he 


always  wanted. 


Success  is  fleeting.  Unless,  of  course,  you  continually  find  ways  to  harbor  it  safely.  At  The  New  England,  we've 
been  showing  people  the  way  through  exceptional  insurance  and  financial  advice  for  over  160  years.  They're  attract- 
ed to  us  not  just  because  we're  a  financially  strong  company  that  sells  insurance  and  investments,  but  because  we 
study  what  makes  each  of  them  an  individual  success,  and  then  provide  financial  expertise  and  advise  accordingly. 
By  consistently  getting  you  the  answers  you  need  to  make  the  right  decisions,  we  also  succeed. 

Planning  for  your  success. 


E-mail  us  at:  asktne@tne.com  or  visit  our  home  page:  http://www.tne.com 


N 

IE 

The  New  England 

Insurance  and  Investment 
A  MetLife  Affiliate 


New  England  Life  Insurance  Co.,  Boston,  MA.  Securities  products  offered  through  New  England  Securities  Corp..  Boston,  MA. 


FISI     NG  SECTION 


Presented  hy  fbrbes  & 
•  Golden  Bear  International 


SkyTel  U.S.  Corporate  Golf 
pionship  National  Final 

Skied  Clear,  and  Combined  Insurance  Completed  ltd  March 


By  David  Gould 

all  it  a  cross 
between  "The 
Tempest"  and  "Tin  Cup." 

America's  top  corporate 
golf  teams  were  encamped  at 
The  Homestead  resort, 
Focused  on  winning  the  1996 
Sky  Tel  U.S.  Corporate  Golf 
Championship.  Meanwhile, 
they  kept  close  watch  on  the 
horizon  and  their  Sky  Tel 
pagers  to  see  how  a  surprise  guest  named  Hurricane  Fran  would 
affect  play.  With  all  the  property  damage  Fran  seemed  likely  to 
cause,  do  you  suppose  a  foursome  of  insurance  men  would  have 
had  the  worse  case  of  jitters  in  the  field? 

Turned  out  it  was  victory,  not  indemnity,  on  the  minds  of 
Richard  Ravin's  gang  from  Chicago-based  Combined  Insurance. 
After  three  years  of  frustration,  they  had  made  1996  their  break- 
out year  as  Sky  Tel  competitors,  and  Ravin,  John  Jarnot,  Joe 
West  and  Ron  Agypt  weren't  about  to  let  a  little  hurricane  scuttle 
their  plans. 

With  a  total  team  net  score  of  10-under  410  for  the  truncat- 
ed 27-hole  event,  the  winners  of  the  Midwest  qualifier  snuck 
past  last  year's  third-place  finisher  in  the  finals,  Pilgrim's  Pride, 
and  claimed  the  coveted  title.  At  4-under  416,  Pilgrim's  Pride 
was  itself  six  shots  better  than  the  defending  SkyTel  national 
champions,  Harris  Corp.,  which  came  in  at  2-over  422. 

According  to  tradition,  the  championship  was  to  be  played  as 
a  two-day,  36-hole  event  on  Friday  and  Saturday  Most  teams 
arrived  Wednesday  afternoon  and  enjoyed  lovely  late-summer 
weather  for  their  Thursday  practice  round.  But  with  a  deluge 
predicted,  tournament  staffers  were  already  huddling  with 
Homestead  golf  director  Wayne  Nooe  about  alternative  formats. 
On  Friday,  as  monsoon  condi- 
tions not  only  closed  the  course 
but  actually  cut  off  phone  ser- 
vice, executives  and  their  fami- 
lies kicked  back,  made  new 
friends,  played  cards  and 
enjoyed  the  sleek  interior  of 
their  world-renowned, 
Georgian-style  rain  shelter. 

Facing  a  full  27-hole  day  of 
competition,  the  Combined 
Insurance  men  paced  them- 


The  Homestead  Golf  Club  in  Hot 
Springs,  Virginia 


selves  in  the  early  going 
over  the  squeegeed  and 
pumped-out  Upper 
Cascades  Course.  After 
nine  holes,  they  found 
themselves  10  shots 
behind  Florida  Progress 
Corp.,  which,  like  CI, 
had  won  a  regional  event 
in  '96  after  several  years 
of  missed  cuts.  Pilgrim's 
Pride  and  Harris  were 
already  settled  into  their 
eventual  place  and  show 
position. 


Sensing  the  need  for  more  aggressive  play,  Combined 
Insurance  came  back  with  a  second  9-hole  gross  score  that  was 
1 1  shots  lower  than  what  they  tallied  in  their  first  nine.  That 
leap  set  them  up  for  a  stellar  final  nine,  paced  by  Capt.  Ravin's 
40  gross,  net  30  on  the  par-35  back  nine  of  Upper  Cascades. 

Elsewhere  on  this  clear,  75-degree  day,  there  was  a  fresh  gust 
of  excitement  from  Don  Stephenson,  who  had  a  hole  in  one 
during  the  second  of  his  three  9-hole  loops.  Stephenson  plays 
for  CIBC  Wood  Gundy,  which  qualified  out  of  the  Northeast 
region  for  the  first  time.  Though  his  team  finished  low, 
Stephenson  lit  up  the  SkyTel  pager  screens  with  only  the  third 
ace  in  SkyTel  golf  history,  a  lofted  iron  shot  to  the  downhill  par- 
3  8th  hole,  playing  at  136  yards. 

Scores  were  fairly  well  bunched  among  the  top  10  teams.  A 
surprise  in  last  place  was  Taylor  Made  at  471.  This  foursome 
of  tournament-tested  industry  veterans  may  have  been  dis- 
tracted by  the  team  uniform  —  kilts  instead  of  trousers  — 
they  chose  to  wear. 

The  final  tally  of  greatest  importance  was  $102,000  —  that's 
the  total  contributions  to  charity  generated  by  SkyTel  corpo- 
rate golf  in  1996.  Special 
thanks  to  all  the  teams  that 
helped  make  this  impressive 
total  possible  by  matching 
SkyTel  payments  to  their 
selected  charities. 

Ray  O'Brien  of  SkyTel  pre- 
sents a  first-place  charity 
check  to  Combined  Insurance. 
Left  to  right:  Ron  Agypt, 
Richard  Ravin,  Ray  O'Brien, 
John  Jarnot  and  Joe  West. 
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Market 
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P/E 

DO 

1  1 
1  1 

Landry's  Seafood  Restaurants1 

casual  dining  seafood  restaurants 

24  Vi 

25.5% 

10.6% 

0% 

54% 

63% 

41% 

36.7% 

$137 

$12.9 

$577 

25.6 

UniMark  Group1 

Wh 

25.3 

25.0 

5 

41 

52 

108 

42.5 

49 

3.7 

102 

11.9 

processes  &  distributes  citrus  &  tropical  fruits 

DO 

Centra!  r-arking' 
operates  parking  facilities 

32Vt 

25.0 

29.1 

0 

38 

14 

33 

19.0 

139 

12.0 

561 

36.1 

66 

■ 

Dialogic1 

35'/4 

25.0 

21.2 

2 

44 

32 

37 

38.6 

191 

19.6 

553 

22.0 

high-performance  computer  communications  hardware  &  software 

67 

37 

Nortech  Systems 

55/s 

24.7 

17.6 

50 

32 

60 

25 

12.2 

23 

1.3 

13 

NA 

connectors  &  cables  for  electronic  equipment;  high-resolution  video  monitors 

68 

■ 

Brooks  Automation1 

127/s 

24.5 

19.3 

1 

75 

83 

119 

63.9 

78 

7.9 

97 

10.3 

equipment  for  manufacturing  semiconductors  & 

flat  panel  displays 

69 

32 

RehabCare  Group 

201/8 

24.5 

15.6 

13 

21 

20 

18 

15.2 

98 

6.1 

94 

12.2 

develops  &  manages  physical  rehabilitation  clinics 

70 

■ 

Rural  Metro1 

ambulance  &  fire-protection  service 

37'/4 

24.5 

17.5 

81 

33 

46 

40 

23.9 

250 

11.5 

423 

26.8 

71 

19 

Aames  Financial1 

mortgage  brokerage 

59 

24.3 

38.8 

29 

43 

134 

34 

100.0 

128 

31.1 

934 

20.1 

72 

45 

On  Assignment1 

34'/4 

24.3 

24.5 

0 

24 

17 

32 

19.7 

69 

4.7 

174 

25.4 

temporary  employment  service  for  lab  technicians,  scientists 

&  other  professionals 

73 

■ 

Pre-Paid  Legal  Services 

legal  service  reimbursement  plans 

123/4 

24.2 

33.1 

0 

15 

63 

45 

55.2 

48 

9.8 

274 

15.9 

74 

■ 

Project  Software  &  Development 

f  385/s 

24.2 

18.6 

0 

19 

35 

87 

62.7 

62 

9.0 

372 

28.0 

software  for  managing  &  maintaining  assets 

Software  maker  Remedy  Corp.  has  the 
highest  price/earnings  ratio  on  our 
list— 66  times  estimated  1997  earnings. 
Home  State  Holdings,  an  auto  insurer, 
has  the  lowest.  Its  P/E  is  just  4. 


75 

■ 

Conso  Products1  135/« 
decorative  trimmings  for  home  furnishings 

24.1 

20.9 

7 

36 

19 

52 

16.1 

71 

6.4 

102 

12.5 

76 

■ 

Natural  MicroSystemsf 

telecommunications  ^all^^  essing 

47'/2 
systems 

24.0 

24.4 

1 

63 

52 

89 

20.7 

41 

4.3 

234 

30.3 

77 

■ 

Serologicals1       ^'^^           34  24.0 
human  antibody-based  products  for  disease  control  & 

18.8 
reatment 

18 

36 

48 

91 

54.0 

59 

6.9 

320 

32.4 

78 

■ 

Morgan  Keegan 

securities  brokerage  &  investment 

15 
banking 

23.7 

24.3 

0 

15 

32 

15 

41.0 

301 

33.9 

308 

NA 

79 

68 

HealthCare  Compare 

reviews  claims  &  provides  cost  ma 

48           23.6  26.4 
nagement  for  health  care  insurers 

0 

22 

15 

39 

23.8 

232 

74.0 

1,679 

18.2 

80 

49 

Urban  Outfitters1  197/s 
apparel  &  household  merchandise  stores 

23.5 

22.7 

0 

32 

20 

48 

23.8 

145 

13.5 

347 

19.2 

Stock  prices  as  of  Oct.  4.  ■  Not  on  last  year's  list.  Includes  all  share  classes,  tlnitial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 
Sources:  William  O'Neil  &  Co.;  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 
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Take  a  holiday  from  high  delivery  costs. 


f  you're  sending  out  a  lot  of  packages  this  holiday,  switch 
:o  Priority  Mail™  from  the  U.S.  Postal  Service  and  you  and  your 
:ustomers  can  start  saving  today.  Priority  Mail  two-pound,  two- 
:o-three-day  packages  are  only  $3.  Two-day  FedEx"  is  about 
&12  and  UPS  "  about  $6.  That  means  Priority  Mail  can  save  up  to 
?00%  over  UPS  and  400%  over  FedEx.  So  your  customers  can 
spend  more  on  what  they  order,  and  less  on  sending  it. 

And  Priority  Mail  can  take  your  packages  to  every  single 
address  and  P.O.  Box  in  the  U.S.  FedEx  and  UPS  don't.  The  U.S. 


Postal  Service  offers  a  variety  of  special  gift  packages  and  uses 
over  15,000  planes  and  200,000  trucks  — the  largest  delivery 
fleet  in  the  world  —  to  make  sure  your  holiday  packages  arrive 
where  and  when  they  are  supposed  to. 

So?  Lower  costs?  Deliveries  everywhere?  What's  Your 


Priority?  Give  your  busi- 
ness a  present.  Switch 


to  Priority  Mail  today.  $12         $6  $3 

Call  1-800 -THE- USPS.         What's  Your  Priority?" <-" 


PRIORITY 
MAIL 

UNITED  STATES  POSTAL  SERVICE tm 

onty  Mail  average  delivery  of  2-3  days  Price  comparisons  based  on  Priority  Mail  up  to  2  lbs  vs.  2-lb  published  rates  lor  UPS  2nd  Day  Air'  trom  $6  25  and  FedEx  2  Day  *  from  $1 1  50  Surcharge  for  Priority  Mail  on-demand  pickup.  ©1996  USPS  FC74 


1-800-THE-USPS  ext.  2003 


http://www.usps.gov 


THE  BEST  SMALL  UUMPftWttS  In  HIYlCnlUfl 


Company 

business 


fcfofitability 


Recent   -Return  on  equity 
prjce  ;^$5*year  latest 
Average  12 

mos 


Growth 


Debt/ 


Sales  Net 

income 


Debt/        Sales  EPS 

equity   5-year    latest  5-year  latest 

average     12  average  12 

mos  mos 


81 

124 

Cohu  IS1/? 
semiconductor  testing  equipment;  microwave  8 

23.1%    42.6%  0% 
TV  broadcasting  equipment 

36% 

41% 

62% 

100.0% 

$198 

$30.7 

$172 

6.2 

82 

8 

Synthetech  7% 

pharmaceutical-quality  chemicals 

22.9  31,0 

0 

36 

48 

32 

37.5 

10 

3.1 

105 

NA 

83 

■ 

Decorator  Industries  11% 

prints  fabrics;  manufactures  &  sells  draperies 

22.6  23.2 
&  bedspreads 

5 

17 

11 

77 

3.8 

37 

2.6 

26 

NA 

84 

102 

Lincare  Holdings1  40'/4 

home  respiratory  services 

22.6  27.1 

3 

32 

31 

96 

29.8 

311 

59.9 

1,121 

15.5 

85 

69 

Techne  26 
clinical  diagnostic  equipment  &  products 

22.5  29.3 

0 

26 

14 

42 

27.1 

55 

8.6 

246 

23.6 

Men  still  rule.  Only  one  of  our 
chief  executives  is  a  woman: 
Kristine  Hughes  of  herbal  medicine 
maker  Nature's  Sunshine  Products. 


86 

51 

Autocam1                             9lA         22.4      22.2  53 
specialty  alloy  components  for  automobiles,  computers  &  medical  equipment 

23 

6 

23 

7.4 

58 

5.6 

50 

7.2 

87 

61 

Ciber1                                 35'/2  22.3 
programming  &  information  technology  consulting  services 

40.6 

1 

50 

31 

68 

63.6 

157 

9.4 

637 

47.3 

88 

■ 

SOS  Staffing  Services1 

temporary  staffing  services 

105/s  22.3 

21.3 

0 

28 

34 

51 

9.3 

102 

3.1 

71 

15.2 

89 

■ 

Home  State  Holdings1 

auto  insurance 

VA  22.1 

15.0 

47 

67 

99 

43 

34.6 

99 

5.9 

41 

4.1 

90 

■ 

PMT  Servicest 

markets  &  services  electronic  credit 

197/s        21.5      28.3  50 
card  authorization  &  payment  systems 

50 

68 

58 

76.5 

150 

8.6 

631 

45.2 

91 

■ 

Seda  Specialty  Packaging1           187/s  21.4 
manufactures  specialty  plastic  packaging  products 

15.6 

36 

38 

61 

23 

35.8 

54 

5.7 

96 

12.9 

92 

■ 

Ultrak 

designs,  markets,  &  services  closed- 

29'/4  21.4 
circuit-TV  products 

25.7 

9 

57 

37 

30 

57.6 

119 

4.2 

302 

25.4 

93 

18 

Tetra  Tech*                           237/s  21.3 
environmental  engineering  &  consulting  services 

22.6 

46 

34 

71 

27 

27.9 

198 

9.4 

337 

27.4 

94 

70 

Concord  EFS                         23'/s  21.1 
equipment  &  services  for  check  &  credit  card  authorization  I 

24.2        1  26 
t  electronic  funds  transfer 

33 

23 

44.3 

147 

21.7 

1,353 

37.3 

95 

■ 

Credit  Acceptance1                  265/s  20.9 
used  car  loans  for  high-risk  individuals 

17.9 

32 

64 

47 

48 

36.2 

103 

35.7 

1,214 

23.2 

96 

139 

Timberline  Software                  83/s  20.8 
software  for  contractors,  property  managers  &  architects 

34.7 

0 

18 

11 

85 

39.5 

26 

2.2 

45 

NA 

97 

■ 

Ballard  Medical  Products 

disposable  equipment  for  providing 

193/s        20.7      22.2        0  19 
:ritical-care  patients  with  mechanical  ventilation 

33 

19 

44.1 

96 

24.1 

532 

18.3 

Stock  prices  as  of  Oct.  4.  ■  Not  on  last  year's  list.  'Includes  all  share  classes.  1^ Initial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 
Sources:  William  O'Neil  &  Co.,  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 
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2)e^py  \A\A\AaL/  QJXqS\/  o|/  ltd.,' 

toy  (Los  cJL^j^IaxX^JL^/  n&\$\\xu^. 


Snap  wrist  and  let  rock  rip. 
Cross  fingers. 


owth  &  Income 


&  D  Equity  A 
ston  G  &  I 
udin  Series  A 
stiny  1  Fund 
ven  Cooperative 
lly  Growth 
Micut  Mil' 


%  gain  or  loss 


One 
Month 


3.7% 
(3.7)% 

4.1% 
(6.4)% 

3.4% 

*  n% 


One 
Year 


11.9% 
13.2% 
15.3% 
21.9% 

(5.7)% 


Three 
Year 


6.1%      16.4%  12.6% 


9.8% 
11.9% 
10.4% 
13.6% 
(10.8K 
m 


ELDS 


rage 
>nd 


7.6%    c  oo/ 
mm    6.8%  6.5% 

Ml 


AAA  AAA 

Corporate  tax- 
bonds  exempt 
bonds 


5.4%  5.2°/ 

■  ■ 


you  judge 
mutual  funds 

by  a 
percentage. 


you  judge 
bonds 
by  a 
percentage 


Prudential  Secure  es(^ 

Knowing   the   l  n  \  v  s  t  o  rsv 


you  judge 

CDs  . 

by  a 
percentage. 


\|0W  YOU  CAN  KNOW  HOW  YOUR  PORTFOLIO  IS  REALLY  DOING,  NOT  JUST  WHAT  THE  ACCOUNT  BALANCE  IS. 

'rudential  Securities  translates  your  invest-  Prudential  Securities 

[  S  V 

Rents'  performance  into  a  single  percentage    Investment  Performance  Review. 

figure.  So  you  can  evaluate  your  entire  portfolio  with  one  number,  just  like  you're  used  to  see- 
ng  for  individual  investments. 

This  performance  measurement  helps  determine  if  your  investments  are  meeting  your 
•'1nanc1 al  goals.  you'll  receive  this  detailed  information  annually,  with  your  year-end  statement. 

It's  one  more  way  we're  turning  knowledge  of  the  investor  into  action.  For  more  infor- 
mation, CALL  YOUR  FINANCIAL  ADVISOR  OR    1-800-654-5454,  EXT.  200  TODAY. 

(These  hypothetical  examples  are  provided  for  informational  purposes  only.  They  are  not  intended 
o  represent  any  specific  investments,  and  are  not  indicative  of  past,  present,  or  future  performance.) 


Maturity 

Rate 

APY% 

6  months 

5.05% 

5.11% 

12  months 

5.15% 

5.15% 

2  years 

5.45% 

5.45% 

3  years 

5.60* 

5.60% 

5  years 

so  why  aren't 
you  judging  your 
own  portfolio 
that  way? 


http://www.prusec.com 

°ll/96  Prudential  Securities  Incorporated.  Member  SIPC 


Rank 

Company 

ibility 



Growth 

Sales 

Net 

[2523 

business 

■ :  ■ 

income 

,  Recent'- 

Return  on  equity 

Debt/ 

Sales 

EPS 

latest 

latest 

'  pTtC£>;v. 

latest 

equity 

5-year 

latest 

5-year 

latest 

12 

12 

Est 

W 

12 

average 

12 

average 

12 

mos 

mos 

1997 

'96 

'95 

."'       ?     *"  .4 

mos 

mos 

mos 

($mil) 

($mil) 

P/E 

98 

57 

BET  Holdings1 

29'/4 

20.6% 

22.4% 

35% 

23% 

16% 

19% 

21.3% 

$128 

$21.7 

$488 

19.0 

cable  television  programming  aimed  at  black  viewers 

99 

92 

Mentor 

27 

20.6 

21.8 

0 

18 

19 

35 

26.3 

185 

25.4 

671 

20.3 

surgical  implant  devices,  disposable 

medical  supplies  &  diagnostic  equipment 

100 

52 

Stephan 

20.6 

16.1 

32 

28 

-9 

22 

2.7 

25 

4.6 

50 

NA 

manufactures  &  markets  hair  rare  & 

personal  grooming  products 

101 

H 

CFI  ProServicesf 

19 

20.5 

22.5 

0 

35 

40 

80 

36.1 

47 

4.3 

91 

13.7 

software  for  financial  companies 

102 

a 

Medic  Computer  Systems1^ 

29ft 

20.5 

18.0 

3 

26 

27 

44 

30.0 

162 

18.2 

696 

25.2 

software  for  physician  office  management 

103 

101 

Right  Management  Consultants 

20'/4 

20.4 

27.4 

17 

25 

18 

37 

31.9 

123 

9.2 

127 

11.7 

career  management  &  consulting  services 

104 

90 

American  Homestar1 

23  lA 

20.3 

18.3 

6 

71 

16 

147 

23.1 

238 

10.6 

200 

NA 

produces  &  retails  manufactured  homes 

105 

■ 

Harmon  Industries 

167/s 

20.2 

18.0 

25 

18 

23 

14 

31.6 

152 

8.9 

115 

11.3 

manufactures  railroad  signal  &  control  products 

106 

■ 

Rexall  Sundown1 

33'/4 

20.2 

30.7 

1 

28 

28 

60 

48.7 

177 

16.9 

1,014 

36.5 

manufactures  &  markets  vitamins  & 

nutritional  supplements 

107 

■ 

Mesa  Laboratories 

65/8 

20.1 

20.5 

0 

20 

21 

14 

22.6 

8 

1.7 

29 

NA 

products  used  in  kidney  dialysis  treatment 

California  is  by  far  the  favorite  state  of  our 
best  small  companies.  A  full  36  call 
California  home.  The  runner-up: 
Texas,  with  14. 


108 

165 

Watson  Pharmaceuticals1           3  3  ft  20.1 
generic  drugs  &  advanced  drug  delivery  systems 

22.9  1 

52 

42 

94 

48.7 

175 

66.3 

1,195 

14.5 

109 

■ 

Lydall                               21ft  20.0 
manufactures  specialized  woven  fabric  materials  for  filtratior 

23.7        8  17 
&  insulation  applications 

7 

26 

25.5 

257 

24.1 

366 

13.2 

110 

122 

Fair,  Isaac  &  Co                     38ft  19.9 
credit-risk  tools  for  the  financial  services  industry 

28.5  3 

38 

30 

44 

34.0 

138 

16.0 

480 

24.1 

111 

■ 

Longhorn  Steaks1                   15%  19.9 
casual  steakhouses  in  the  southeastern  &  midwestern  US 

10.7  9 

30 

39 

17 

87.8 

130 

5.7 

179 

13.3 

112 

86 

Pomeroy  Computer  Resources1     22ft         19.9      28.7  1 
sells,  installs  &  services  microcomputers  &  peripherals  for  corporate  clients 

43 

38 

37 

36.6 

265 

5.5 

132 

14.1 

113 

196 

Sterist                               33ft         19.9      32.1  0 
manufactures  sterilizers  &  other  infection-prevention  equipment  &  supplies 

93 

16 

130 

26.6 

199 

20.0 

1,110 

17.0 

114 

■ 

Koalaf                               16ft  19.8 
Koala  Bear  Kare  child-protection  products 

22.9  0 

28 

38 

41 

25.9' 

8 

1.8 

39 

15.1 

Stock  prices  as  of  Oct.  4.  ■  Not  on  last  year's  list.  'Includes  all  share  classes,  tlnitial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful 
Sources:  William  O'Neil  &  Co.;  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 
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.his  Fleet  team 
entered  new  territory  by 
acquiring  NatWest  s 
US.  banking  business. 


When  Fleet  Financial  Group  learned  that  National  Westminster 
Sank  Pic  intended  to  sell  its  U.S.  commercial  banking  operations, 
:leet  saw  an  opportunity  to  expand  its  market  presence  in  New  York 
tnd  New  Jersey.  Initially,  there  were  several  interested  acquirors.  But 
he  size  and  structure  of  the  transaction  posed  considerable  obstacles, 
jarticuiarly  the  amount  of  goodwill  created  by  the  purchase  and  its 
mpact  on  capital.  In  response,  a  team  from  UBS  Securities'  Financial 


Institutions  group  developed  an  innovative  earnout  structure, 
enabling  Fleet  to  emerge  as  the  sole  bidder.  UBS  offered  Fleet  a 
unique  combination  of  proven  strategic  advisory  skills, 
transactional  M&A  experience  and  in-depth  market  knowledge— a 
combination  Fleet  took  advantage  of  on  its  course  towards 
leadership  in  the  fast-changing  financial  services  industry.  If  your 
next  venture  could  use  some  guidance,  put  UBS  on  your  team. 


Union  Bank 
of  Switzerland 


nion  Bank  of  Switzerland,  299  Park  Avtnue,  New  York.  NY  10171  Telephone  (212)  821-3000  Olhet  offices  in  North  America:  Chicago.  Houston.  Los  Angeles.  Sin  Fnncisco,  Toronto.  Montreal.  UBS  Securities  LLC  is  a  wholly  owned  subsidiary  of  Union  Bank  of  Switzerland. 


Company 

business 


fV-JPjrof  itability 

^$um  on  equity 
year  latest 
rage  12 
mos 


SSoBB 


Growth 

Sales 

Net  Market 

[.>,?;".  ■!• 

income  value* 

Sales 

EPS 

latest 

latest 

5-year  latest 

5-year  latest 

12 

12 

Est 

average  12 

average  12 

mos 

mos 

1997 

mos 

mos 

($mif) 

($mil)  ($mil) 

P/E 

115 

59 

Varsity  Spirit'                       I            19.7%  18.0% 

markets  cheerleader  nnifoims;  operates  cheerleader  camps 

0% 

23% 

13% 

34% 

10.5% 

$80 

$4.5 

$71 

12.4 

116 

107 

Cognex                              15/4         19.6  28.5 
machine-vision  equipment 

0 

37 

69 

35 

68.4 

131 

41.1 

638 

15.4 

117 

44 

Centennial  Technologiest           47           19.5      39.4  1 
manufactures  flash  memory  modules  &  PC  cards  for  portable  computers 

66 

204 

49 

312.5 

38 

4.9 

390 

35.6 

118 

98 

Heartland  Express                  187/s         19.5  23.3 

short- to  medium-haul  truckioad  carrier 

0 

30 

6 

19 

33.7 

211 

22.9 

550 

21.1 

119 

65 

ABR  Information  Services1         74'/2         19.4      29.9  0 
software  &  services  to  help  businesses  comply  with  health  care  regulations 

47 

65 

51 

77.8 

31 

5.7 

1,001 

NM 

This  is  a  seasoned  crowd. 
On  average,  our  chief  executives 
have  been  at  their  companies  for 
15  years,  and  have  been  chief 
executives  for  11  years. 


120 

93 

Total  System  Services 

bankcard  data-processing  services 

283/4         1  9.4 

21.3 

0 

22 

32 

18 

25.0 

283 

30.8 

3,717 

NM 

121 

■ 

Gadzooks 

apparel  stores  for  teenagers 

35'/4  19.3 

18.0 

0 

45 

51 

61 

69.2 

102 

5.5 

303 

32.3 

122 

■ 

Res-Care1                           16'/2  19.2 
residential  support  services  for  the  mentally  retarded 

17.5 

38 

23 

35 

27 

48.2 

200 

8.0 

157 

15.4 

123 

■ 

Elantec  Semiconductor1 

designs,  manufactures  &  markets 

7           19.1  40.9 
analog  integrated  cicuits 

12 

19 

43 

72 

85.2 

36 

4.6 

59 

13.0 

124 

■ 

Gentex                              251/?         19.1      24.9        0  43 
light-sensitive  automatic  dimming  mirrors  for  automobiles;  fire  protection  products 

34 

73 

36.6 

134 

23.6 

878 

26.2 

125 

■ 

Prima  Energy 

oil  &  gas  exploration  &  production  ir 

173/4  19.0 
Rocky  Mountain  region 

17.3 

0 

18 

7 

20 

1.5 

22 

5.2 

69 

NA 

126 

■ 

BHC  Financial1                     14  18.8 
processes  securities  trades  for  brokers 

20.5 

0 

19 

40 

10 

56.9 

92 

17.5 

92 

7.5 

127 

142 

Methode  Electronics               19'/4  18.8 
electrical  connectors,  controls  &  circuits 

20.4 

0 

20 

13 

22 

26.0 

318 

33.7 

680 

14.4 

128 

■ 

Level  One  Communications1        3 1  Vis  18.7 
develops  &  markets  integrated  circuit  design  products 

16.2 

5 

97 

84 

57 

63.8 

92 

12.8 

404 

26.8 

129 

■ 

Merrill                               24  18.7 
financial  printing  &  document  management  services 

19.0 

8 

20 

22 

17 

90.7 

284 

14.8 

189 

10.7 

130 

■ 

Regal-Beloit                         16'/2         18.7  25.4 
industrial  power  transmission  systems-,  high-speed  rotary  cutting  tools 

2 

15 

7 

49 

20.0 

292 

34.5 

340 

9.7 

131 

■ 

SCB  Computer  Technologyf 

data-processing  services 

2154  18.7 

8.2 

0 

24 

38 

50 

70.0 

51 

2.1 

151 

20.7 

Stock  prices  as  of  Oct.  4.  ■  Not  on  last  year's  list.  "Includes  all  share  classes,  tlnitial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 
Sources:  William  O'Neil  &  Co.;  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 
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Pack  swimming  suits.  Pack  sunblock.  Pack  golf  clubs.  Pack  your 
AT&T  Calling  Card.  Because  we  proudly  offer  AT&T  Long 
Distance  Service  for  all  your  AT&T  Calling  Card,  AT&T  Universal 
Card  and  o  p  e  r  a  t  o  r- a  s  s  i  s  t  e  d  calls.  Even  those  to  the  boss:  Mom. 

24  WESTIN  RESORTS  INCLUDING:  THE  WESTIN  RESORT,  HILTON  HEAD  ISLAND, 
THE  WESTIN  MAUI,  THE  WALT  DISNEY  WORLD  SWAN,  ORLANDO,  THE  WESTIN 
MISSION   HILLS   RESORT,   RANCHO   MIRAGE,   THE  WESTIN   LA  PALOMA,  TUCSON. 


Rank 

Company 

business 

tmrnmrn 
mmmm 

Growth 

Sales 

Net 

income 

Market 
value* 

'96 

'95 

H 

^Rejfurn  on  equity 
i'ifif-year  latest 

j  '  mos 

Debt/ 
equity 

Sales 
5-year 
average 

latest 
12 
mos 

EPS 
5-year  latest 
average  12 
mos 

latest 
12 
mos 

($mil) 

latest 
12 
mos 
($mil) 

($mil) 

Est 
1997 
P/E 

132 

84 

Amrion 

233/e 

18.6%  19.9% 

0% 

54% 

39% 

39% 

56.3% 

$45 

$3.9 

$118 

22.9 

produces  &  markets  vitamins,  nutritional  supplements  &  personal  care  products 

133 

■ 

Benihana 

Japanese-style  restaurants 

13 

18.6  26.6 

60 

23 

11 

74 

45.1 

84 

4.6 

76 

NA 

134 

144 

Electronics  for  Imaging1 

701/4 

18.6  29.6 

0 

83 

51 

62 

66.1 

238 

48.5 

1,782 

25.1 

designs  &  manufactures  computer  servers  for  color  printing 

135 

■ 

Bush  Industries 

17'/4 

18.5  29.0 

25 

17 

19 

61 

58.8 

245 

17.2 

221 

11.1 

designs  &  manufactures  ready-to-assemble  &  assembled  furniture 

136 

H 

FORE  Systems1 

networking  communications  softwar 

401/8 

18.5  11.7 

0 

304 

107 

89 

110.0 

275 

39.3 

3,600 

50.8 

137 

172 

Microchip  Technology1 

381/4 

18.4  20.2 

15 

39 

30 

129 

7.9 

296 

44.4 

1,294 

17.4 

programmable  microcontrollers  &  specialty  memory  products 

138 

156 

Sterling  Electronics 

11% 

18.2  21.7 

70 

27 

31 

46 

26.5 

334 

10.5 

82 

7.2 

distributes  capacitors,  inductors  &  o 

ther  electronic  components 

139 

■ 

Nobility  Homes 

141/2 

18.1  34.8 

7 

35 

26 

43 

101  n 

181.9 

36 

3.3 

53 

14.6 

produces  &  retails  manufactured  homes 

140 

140 

Barra 

243/4 

17.9  24.9 

4 

17 

20 

28 

73.7 

65 

8.5 

194 

16.7 

investment-related  research,  softwa 

-e  &  consulting 

141 

82 

Day  Runnerf 

293/4 

17.9  26.4 

0 

24 

3 

21 

44.0 

125 

11.8 

188 

14.4 

paper-based  daily  organizers  &  related  products 

142 

■ 

Essef 

reinforced  plastic  products  for  swim 

171/2 

Tiing  pools  < 

17.9  16.2 
i  spas 

44 

16 

27 

21 

7.0 

194 

8.3 

89 

10.0 

Our  chief  executives  earned  an  average 
compensation  of  $910,000  last  year. 
But  that's  peanuts  compared  with  their 
ownership  stakes  in  their  companies. 
Those  average  $64  million. 


143 

■ 

Vaughn  Communications           10           17.9  19.3 
high-volume  videotape  duplication  services 

56 

24 

30 

24 

51.1 

65 

2.6 

33 

10.8 

144 

■ 

Aspect  Telecommunications        61           17.7  27.9 
telephone-call-center  equipment  &  services 

49 

44 

47 

79 

46.3 

247 

31.3 

1,291 

32.6 

145 

■ 

Innovex                              W/z         17.5      35.0  3 
manufactures  disk  drive  &  medical  device  components;  data  storage  software 

17 

35 

68 

50.0 

62 

12.6 

131 

9.2 

146 

■ 

United  Dental  Care1                355/s         17.5  9.0 
offers  indemnity  &  managed-care  dental  benefit  insurance  plans 

5 

62 

41 

30 

51.9 

92 

5.5 

246 

26.0 

147 

■ 

National  TechTeam                 243/s         17.4  16.7 
corporate  computer  training,  software  support  &  consulting 

2 

53 

59 

66 

28.6 

54 

3.0 

278 

53.0 

148 

143 

Sonic                                2514         17.4  23.6 
franchised  &  company-owned  drive-in  restaurants 

48 

23 

23 

24 

17.2 

142 

14.9 

342 

17.1 

Stock  prices  as  of  Oct.  4.  ■  Not  on  last  year's  list.  'Includes  ail  share  classes.  +  In itia I  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources.  William  O'Neil  &  Co.;  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 
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THE  BOARD  EXPECTS  YOU  TO 
MAKE  RECOMMENDATIONS 
THAT  ARE  IN  THE  TOTAL  BEST 
INTEREST  OF  THE  COMPANY. 


HERE'S  ONE. 


Now  your  company  can  own  a  Gulf  stream... 
at  a  fraction  of  the  cost. 


Some  business  decisions  are  easier 
to  make  than  others. 

Like  choosing  Gulfstream  Shares 
for  your  corporate  aviation  needs. 

You  see,  studies  show  that 
companies  who  own  business  jets 
outperform  those  who  don't.  And 
when  it  comes  to  cost  effective  aircraft 
ownership,  nothing  in  the  world 
outperforms  Gulfstream  Shares. 

With  this  innovative  fractional  own- 
ership program,  your  company  will 
enjov  all  the  business-building  benefits 
of  a  legendary  Gulfstream  IV-SR  At  a 
cost  tailored  to  your  specific  needs. 

If  your  company  already  owns  or 
operates  business  aircraft,  it's  an 


outstanding  opportunity  to  meet 
special  requirements  beyond  your 
current  capabilities.  Without  a  huge 
capital  investment. 

What's  more,  your  plane  will  be 
available  with  as  little  as  six  hours 
advance  notice.  And  the  entire 
program  is  backed  by  Netjets' 
more  than  thirty  years  experience 
providing  reliable  operations  and 
worldclass  service. 

When  the  Board  asks  for  your 
recommendation,  choose  the  right 
aviation  solution  for  your  company's 
future.  Choose  Gulfstream  Shares. 

To  find  out  more,  call  Gulfstream 
Shares  today  at  1-8QM50-4853. 


Gulfstream  Shares 


PRODUCT  OF 


A&JKT  &  Gulfstream* 

THE  ULTIMATE  FLIGHT  PLAN 


Tinfoil  barb:  7  years. 


•A  PRODUCT  Of  NEW  Y'ORK  LIFE  INSURANCE  AND  ANNUITY  CORPORATION  (A  DELAWARE  CORPORATION).  DISTRIBUTED  BY  NYLIFE 
DISTRIBUTORS  INC  .  MEMBER  NASD,  51  MADISON  AVENUE,  NEW  YORK,  NY  10010.  FOR  MORE  COMPLETE  INFORMATION,  INCLUDING 
CHARGES  AND  EXPENSES,  CALL  1-800-695-433  1  FOR  A  FREE  PROSPECTUS.  READ  IT  CAREFULLY  BEFORE  YOU  INVEST  OR  SEND  MONEY. 


THAT' 

LIF 


L   I   F  E 


I    N    S    H    RAN    C  E 


G  li  ()  U  P 


li    E    N    E   F   I  T 


<    u  r  i  t  i  e  s      offered      through      N  Y  L  I  F 


Invest  in  a  NYLIAC 
Variable  Annuity* 
and  planning  for 
RETIREMENT  may 
very  well  be  one 
thing  you  won't  have 
to  worry  about. 


American  male:  72  years. 


1995   NEW  YORK   LIFE   INSURANCE   COMPANY,   51    MADISON   AVENUE.   NEW  YORK,   NY   10010.  ALL   RIGHTS  RESERVED 


f   V  T  U  A  L      F  U  N  D  S  **      •  ANNUITIES 
ecurities      Inc.,      Member  NASD 


Rank 

AAmnflnv 

1  B 

bffity 

Growth 

Sales 

Net 

Market 
value* 

business 

a- 

income 

>  Return  on  equity 

Debt/ 

Sales 

EPS 

latest 

latest 

i-i  ft-year 

latest 

equity 

5-year 

latest 

5-year 

latest 

12 

12 

Est 

.  ^average 

12 

average 

12 

average 

12 

mos 

mos 

1997 

'96 

'95. 

mos 

mos 

mos 

($mil) 

($mil) 

($mil) 

P/E 

149 

114 

Wackenhut  Corrections  ' 

237/s 

17.4% 

22.7% 

4% 

22% 

29% 

54% 

40.0% 

$116 

$5.7 

$522 

45.9 

develops  &  manages  correctional  fai 

•ilities 

150 

■ 

Cooper  &  Chyan  Technology1 

25 

17.3 

10.7 

0 

62 

84 

21 

450.0 

24 

3.1 

312 

48.1 

software  for  designing  circuit  boards 

151 

121 

Simpson  Manufacturing7 

21 

17.2 

19.9 

0 

20 

18 

34 

23.9 

186 

16.3 

240 

12.7 

manufactures  structural  connector 

;  for  the  building  industry 

152 

163 

Cavalier  Homes 

19'/4 

17.1 

24.9 

9 

40 

30 

98 

57.9 

312 

11.5 

187 

12.1 

factory-built  homes 

102  of  our  200  Best 

are  still  run 

by  their  founders. 


153 

■ 

Meridian  Diagnostics  13'/s 
immunodiagnostic  test  kits  for  infectious  diseases 

17.1 

24.6 

66 

22 

8 

33 

21.4 

27 

4.7 

187 

28.5 

154 

147 

Nautica  Enterprises 

designs  &  retails  men's  apparel 

33 

17.1 

21.4 

0 

27 

21 

40 

31.8 

340 

37.0 

1,318 

28.4 

155 

■ 

Global  Industries 

offshore  oilfield  services 

163/4 

16.9 

17.3 

16 

27 

33 

24 

16.3 

167 

23.5 

638 

16.4 

156 

94 

Buckle1 

higher-priced  casual  apparel  stores 

31'/2 

16.8 

18.3 

0 

18 

24 

15 

39.5 

190 

11.3 

217 

15.6 

157 

■ 

BWAYf                               18'/4  16.8 
manufactures  steel  containers  for  paints  &  cleaning  products 

17.7 

76 

18 

6 

13 

18.9 

256 

11.7 

115 

7.8 

158 

■ 

Data  Research  Associates'  UVu 

library  automation  software  &  services 

16.5 

18.7 

0 

15 

6 

13 

18.2 

37 

4.3 

75 

14.3 

159 

■ 

Respironics  23 

makes  &  sells  respiratory  products  for  home  use 

16.5 

26.3 

9 

27 

26 

24 

23.9 

126 

15.3 

445 

22.8 

160 

149 

Computer  Data  Systems 

information  systems  integrators  &  d 

23'/2 
svelopers 

16.3 

16.2 

0 

15 

14 

25 

21.3 

251 

9.8 

136 

12.2 

161 

■ 

Consolidated  Graphics1 

commercial  printing 

23  to 

16.3 

11.0 

40 

42 

44 

24 

15.5 

94 

5.5 

142 

13.2 

162 

132 

Lattice  Semiconductor             30to         16.1  14.5 
designs  &  develops  high-speed  CMOS  programmable  logic  devices 

0 

26 

29 

32 

29.7 

201 

43.4 

673 

12.1 

163 

■ 

McDonald  &  Co  Investments 

securities  brokerage  &  underwriting 

27to 

16.1 

17.2 

19 

16 

27 

13 

47.6 

238 

22.5 

244 

NA 

164 

■ 

LCS  Industries 

direct  response  marketing  services 

14to 

16.0 

36.8 

16 

18 

30 

44 

51.9 

94 

8.1 

63 

NA 

165 

159 

PeopleSoftf  87 

network-based  client/server  business  software 

16.0 

25.6 

1 

96 

99 

85 

86.8 

317 

40.2 

4,391 

64.4 

Stock  prices  as  of  Oct.  4.  ■  Not  on  last  year's  list.  'Includes  all  share  classes,  tinitial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 
Sources:  William  O'Neil  &  Co.;  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 
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This  announcement  appears  as  a  matter  of 
record  only.  ©1996  First  Union  Corporation 

First  Union  Capital  Markets  Corp.  is  a  wholly  owned 
subsidiary  of  First  Union  Corporation. 


Capital  Markets  Group 


Cobb  Theatres,  L.L.C. 

Senior  Subordinated  Notes 

The  undersigned  structured  and  served  as 
the  lender  in  connection  with  this  transaction. 

September  1995 
First  Union  Corporation 


Cobb  Theatres,  L.L.C. 
$25,000,000 

Reducing  Revolving  Credit  Facilities 

The  undersigned  served  as 
Agent  on  this  transaction. 
March  1996 

First  Union  National  Bank  of  North  Carolina 


Capital  Markets  Group 


This  announcement  appears  as  a  matter  of 
record  only.  ©1996  First  Union  Corporation 

First  Union  Capital  Markets  Corp.  is  a  wholly  owned 
subsidiary  of  First  Union  Corporation. 


Cobb  Theatres,  L.L.C. 
$85,000,000 

10.625%  Senior  Secured  Notes 

The  undersigned  served  as 
Co-Manager  on  this  transaction. 
March  1996 

First  Union  Capital  Markets  Corp. 

Capital  Markets  Group 


Rank  - 

Comp  any 

Profitability 

Growth 

Sales 

Net 

Market 

hi  ic  i  not  c 

j , 

■  / 

income 

value* 

,f 

decent''  /Mturn  on  equity 

Debt/ 

Sales 

EPS 

latest 

latest 

h 

pfl^l.vtMweai 

latest 

equity 

5-year 

latest 

5-year 

latest 

12 

12 

Est 

,  ''-average 

12 

average 

12 

average 

12 

mos 

mos 

1997 

'96 

'95 

mos 

mos 

mos 

($mil) 

($mil) 

($mil) 

P/E 

166 

161 

Custom  Chrome1 

175/s  15.9% 

17.8% 

41% 

21% 

24% 

37% 

9.6% 

$104 

$8.5 

$93 

8.7 

wholesales  parts  &  accessories  for  customizing  Harley-Davidson  motorcycles 

167 

■ 

Tecnol  Medical  Products 

I4'/8  15.9 

16.0 

12 

23 

14 

11 

20.5 

139 

17.7 

281 

12.8 

orthopedic  &  disposable  medical  products 

168 

148 

Vitalink  Pharmacy  Services1 

235/8  15.9 

19.9 

0 

38 

27 

23 

18.4 

149 

14.4 

330 

17.0 

operates  pharmacies  in  hospitals  & 

nursing  facilities 

169 

176 

Jones  Medical  Industries 

44'/4  15.8 

26.7 

18 

30 

43 

27 

76.9 

70 

13.3 

1,108 

50.3 

pharmaceuticals  for  critical-care  & 

:xtended-care  patients;  vitamins 

170 

■ 

Capitol  Transamerica 

2314  15.6 

17.0 

0 

18 

11 

9 

47.5 

65 

15.8 

172 

NA 

property  &  casualty  insurance 

171 

112 

Sodak  Gaming1 

24'/2  15.6 

16.2 

19 

43 

21 

40 

33.7 

112 

15.3 

557 

24.0 

distributes  electronic  gambling  equi 

pment;  develops  casinos 

172 

153 

Synopsysf 

47'/4  15.6 

25.4 

0 

41 

43 

59 

38.3 

323 

46.3 

1,906 

30.7 

software  for  designing  integrated  circuits 

173 

■ 

Aspen  Technology1 

71  15.5 

22.1 

10 

33 

80 

58 

40.0 

104 

9.2 

694 

39.7 

factory  design  &  automation  software 

174 

■ 

Hadco 

32'/i  15.5 

29.9 

2 

15 

29 

36 

61.3 

326 

30.1 

334 

9.7 

makes  complex  multilayer  printed  ci 

xuits 

175 

175 

Paxar 

16'/2  15.5 

18.2 

24 

20 

9 

32 

16.7 

208 

17.3 

460 

19.4 

electronic  inventory  &  theft-control  hardware  &  software 

176 

169 

Kronos1 

31  15.4 

23.4 

0 

26 

16 

27 

48.3 

135 

10.9 

251 

18.2 

time  accounting  hardware  &  software 

177 

■ 

Computational  Systems1 

15'/4  15.3 

14.4 

0 

20 

22 

70 

12.1 

45 

3.5 

74 

13.7 

technical  maintenance,  engineering 

& 

training  services  for  manufacturers 

178 

177 

CorVel 

303/s  15.3 

16.9 

0 

26 

12 

51 

19.9 

112 

7.7 

141 

13.8 

medical  cost  containment  &  manage 

d 

care  services 

179 

125 

Input/Output 

303/4  15.3 

13.2 

0 

53 

83 

36 

42.0 

297 

41.9 

1,321 

20.6 

seismic  measuring  instruments  for  i 

dentifying  potential  oil  & 

gas  deposits 

FORE  Systems  earns  the  prize  for  the  highest 
average  five-year  sales  growth  rate:  304%.  But 
the  winner  in  the  earnings  category  is  Toy  Biz, 
whose  earnings  per  share  have  increased  at  an 
annual  average  rate  of  214%  since  1991. 


180 

■ 

NFO  Research1                     213/4         15.3      17.4        3        15  35 
market  research 

33 

15.4 

89 

7.7 

222 

21.3 

181 

■ 

Scotsman  Industries                23           15.3      15.6       67        19  9 
manufactures  &  markets  commercial  refrigeration  equipment  &  food-preparation  workstations 

68 

13.5 

348 

17.5 

213 

11.8 

182 

189 

Regal  Cinemas1                     263/s         15.2      22  5       91        82  20 
operates  movie  theaters  in  the  eastern  US 

63 

36.0 

218 

22.9 

862 

22.7 

Mock  prices  as  of  Oct.  4.  ■  Not  on  last  year's  list,  includes  all  share  classes,  tlnitial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co.;  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 
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aiifve  on  the  office  from  30,00 


xecutives  want  to  do  is  mind  their  business, 
up  your  PC,  send  and  receive  files,  send  faxes,  even  get  incom 
v  from  the  office,  we've  got  lots  of  pleasant  distractions  to  raak 
•s  of  United.  50,000  minds  working  overtime.  Come  fly  our  frie 

United  Airlines 

http://wuvv.ual.com 


Company 

business 


$turn  on  equity 
%ear  latest 
erage  12 

mos 


Growth 

Sales 

Net 

Market 

income 

value* 

Debt/ 

Sales 

EPS 

latest 

latest 

equity 

5-year  latest 

5-year  latest 

12 

12 

Est 

average  12 

average  12 

mos 

mos 

1997 

mos 

mos 

($mil) 

($mil) 

($mil) 

P/E 

183  160   Republic  Group 


15.2%    29.5%     49%      28%      22%    92%    27.3%    $118     $14.9  $159 


manufactures  recycled  paperbo'ard  &  gypsum  wallboard 


184  168   Dallas  Semiconductor 

integrated  circuits  &  semiconc 


15.1  16.9 


22 


29      22      21.4       260  39.8 


473 


185     ■   Lunar  291*         15.1  19.2 

equipment  for  diagnosing  &  treating  bone  disease 


0 


24 


50       11  32.9 


67  9.2 


248 


186     ■   Sinter  Metals1  213/4         15.1      21.0  11 

precision-pressed  metal  components  for  auto-  &  appliance-makers 


17 


17      59  53.3 


103 


164 


10.2 


10.5 


20.6 


14.4 


Our  chief  executives  have  big  shoes  to  fill: 
Graduates  of  our  list  include 
Cisco  Systems,  Paychex 
and  Mylan  Laboratories. 


187 

113 

Tessco  Technologies1 

distributes  wireless  communications 

403/4 

equipment 

15.1 

18.6 

0 

22 

45 

24 

47.0 

110 

4.6 

174 

29.5 

188 

■ 

Analytical  Surveys 

digital  cartography  services 

ni* 

15.0 

25.7 

6 

19 

47 

50 

47.9 

19 

1.7 

55 

21.2 

189 

141 

Life  USA  Holdings1 

life  insurance  underwriter  specializir 

91/s 

ig  in  annuities 

15.0 

13.2 

23 

25 

20 

27 

14.6 

294 

20.7 

190 

8.1 

190 

119 

Motorcar  Parts  &  Accessories1      13l4  15.0 
remanufactures  alternators  &  starters  for  autos  &  trucks 

12.2 

44 

31 

51 

58 

73.2 

52 

4.2 

65 

9.6 

191 

120 

O'Reilly  Automotive*  34'/2 
distributes  &  retails  auto  parts  in  south  central  US 

15.0 

12.5 

0 

21 

29 

22 

239 

232 

16.8 

360 

16.4 

192 

104 

Security  Dynamics  Technologiest  70'/s 
develops  &  markets  computer  security  products 

15.0 

9.1 

0 

51 

88 

82 

75.0 

46 

8.7 

1,197 

59.9 

193 

■ 

Balchem                              8           14.8  23.4 
microencapsulation  of  food  ingredients  &  vitamin  supplements 

36 

19 

14 

28 

25.0 

26 

1.8 

25 

NA 

194 

■ 

CACI  International 

technical  software  &  services 

18 

14.8 

22.1 

0 

16 

5 

48 

19.5 

245 

9.9 

185 

16.8 

195 

■ 

Penn  Engineering  &  Mfg  177/s 
manufactures  fasteners  &  electric  motors 

14.8 

18.1 

0 

18 

11 

32 

8.6 

150 

13.8 

122 

9.8 

196 

167 

Ag  Services  of  America             11%  14.6 
agricultural  supplies  &  financial  services  to  farmers 

18.8 

68 

33 

32 

19 

29.7 

142 

3.8 

59 

NA 

197 

■ 

Key  Energy  Group 

oilfield  services 

97/s 

14.6 

17.6 

68 

23 

47 

81 

33.3 

66 

3.5 

103 

19.0 

198 

■ 

DH  Technology                       25            14.5       17.4  3 
high-performance  printers  &  supplies  for  making  tickets,  labels,  receipts  & 

21 

■eports 

20 

18 

25.0 

109 

11.8 

198 

14.7 

199 

198 

Network  General 

networking  software  &  services 

23!/8 

14.5 

20.5 

0 

31 

34 

32 

29.0 

201 

36.9 

1,010 

19.0 

200 

■ 

Viewiogic  Systems1  9 

software  for  designing  electronic  circuits 

14.5 

12.6 

0 

27 

7 

19 

50.0 

127 

9.7 

150 

9.7 

Stock  prices  as  of  Oct.  4.  ■  Not  on  last  year's  list.  "Includes  all  share  classes,  tlnitial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 
Sources:  William  O'Neil  &  Co.,  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 
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Foreign 

With  the  largest  and  most  liquid 
securities  market  in  die  world— plus  a 
robust  venture  capital  industry — it's 
no  surprise  that  the  U.S.  is  home  to 
5,774  public  companies  that  meet  our 
definition  of  small.  But  as  freer  mar- 
kets open  up  around  the  world,  more 
small  public  companies  are  popping 
up  in  other  countries.  Represented  on 
the  following  lists  are  17  developed 
market  countries  and  18  emerging 
market  countries. 

To  make  the  cut,  companies  have 
to  show  at  least  an  11%  return  on 
equity  over  the  most  recent  reporting 
period  and  strong  earnings  and  sales 
growth.  Revenues  must  be  between 
$5  million  and  $350  million  for 
developed  markets,  and  up  to  $500 
million  for  emerging  ones. 

Like  their  counterparts  in  the  U.S., 
many  of  these  entrepreneurial  firms 
thrive  by  offering  specialized  prod- 
ucts and  services.  Britain's  Michael 
Page  Group,  for  example,  is  an  exec- 
utive recruiting  firm  for  accounting 
and  finance  professionals.  Canada's 
Cinram  stamps  CDs  for  record  houses 


Developed  markets 

Company/country 

Industry 

Recent 

Latest 

P/E 

Est 

Latest 

Sales 

Net 

Market 

price 

12  mos 

1997 

return  on 

income 

value 

EPS 

EPS 

equity 



— ($mil)  

Adresseavisen/Norway 

publishing  &  printing 

$44.59 

$3.56 

12.5 

$4.37 

18.7% 

$81 

$6.4 

$76 

Allgon/Sweden 

manufactures  antennas 

15.84 

0.45 

35.0 

0.97 

22.6 

165 

8.5 

219 

Amtek  Engineering/Singapore 

makes  precision  metal  parts 

1.65 

0.07 

23.5 

0.13 

15.1 

136 

14.8 

245 

ASM  Pacific  Technology/Hong  Kong 

equipment  for  mfg  semiconductors 

0.80 

0.11 

7.5 

0.12 

43.8 

203 

42.8 

266 

Azkoyen/Spain 

vending  machines 

73.49 

4.76 

15.4 

6.44 

21.3 

92 

8.1 

116 

BMT/Belgium 

metals 

148.02 

8.28 

17.9 

14.04 

21.1 

179 

6.3 

110 

Chaifa  Holdings/Hong  Kong 

apparel 

0.29 

0.02 

13.4 

0.04 

36.4 

53 

8.7 

100 

Cheminova  Holding/Denmark 

chemicals 

239.10 

10.68 

22.4 

13.37 

12.4 

296 

27.2 

540 

■  Cinram/Canada 

CDs,  CD-ROM  products,  cassettes 

22.39 

0.79 

28.2 

1.20 

23.7 

197 

16.8 

526 

C!PE/France 

security  systems 

103.04 

2.34 

44.1 

3.71 

22.9 

178 

8.1 

312 

■  Cognos/Canada 

computer  software  &  svcs 

32.64 

0.54 

60.8 

0.95 

31.1 

152 

17.5 

1,010 

■  Companion  Building  Materials/Hong  Kong 

ceramic  tiles 

0.21 

0.02 

11.4 

0.03 

25.5 

122 

14.8 

135 

Computer  Power  Group/Australia 

computer  services 

2.61 

0.76 

3.4 

NA 

78.3 

189 

23.4 

85 

Corona-Lotus/Belgium 

snack  foods 

71.14 

4.54 

15.7 

5.16 

16.6 

101 

3.4 

56 

Crabtree  Group/UK 

manufactures  printing  presses 

3.64 

0.27 

13.7 

0.34 

82.4 

52 

5.1 

65 

Prices  as  of  Sept.  30.  All  prices  and  earnings  are  In  U.S.  dollars.  ■  Available  as  an  ADR.  NA:  Not  available. 
Sources:  IBES  Express;  Investamatic;  Worldscope. 
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ems 


and  CD-ROMs  for  software 
publishers. 

Jollibee  Foods,  a  rapidly 
growing  restaurant  chain  in 
the  Philippines,  is  a  compa- 
ny worth  watching.  For  the 
past  four  years  Jollibee's 
earnings  have  grown  an 
average  of  52%.  Jollibee's 
1995  return  on  equity:  32%. 
Its  relatively  high  multiple,  28  times 
estimated  1997  earnings,  reflects  the 
belief  among  investors  that  this 
burger  joint  could  become  the 
McDonald's  of  the  Pacific  Rim. 

In  Hungary,  Pick  Szeged  Szalami- 
gyar  sells  $193  million  a  year  worth  of 
salami  and  processed  meats  and  boasts 
a  22%  return  on  equity.  The  compa- 
ny's shares  trade  at  seven  times  1997 
estimated  earnings. 

Sixteen  of  the  firms  listed  in  the 
tables  are  available  as  American 
Depositary  Receipts.  Elan  Pic,  an 
Irish  drugmaker  whose  shares  are 
listed  on  the  New  York  Stock 
Exchange,  has  the  largest  market  cap- 
italization, at  $2.4  billion.  Among 


our  emerging  market 
stocks,  seven  trade  as 
ADRs.  Chilgener,  a 
Chilean  electric  utili- 
ty, whose  $1.4  bil- 
lion market  value 
makes  it  the  most 
prized  emerging  market  stock  listed 
here,  is  one.  Another  is  Mexico's 
Empaques  Ponderosa,  maker  of  recy- 
cled boxboard  for  folding  cartons. 

Most  of  the  data  for  these  tables 
were  provided  by  Worldscope,  a  divi- 
sion of  Disclosure,  Inc.,  a  Bethesda, 
Md. -based  financial  information  ser- 
vice. For  data  on  selected  Asian  com- 
panies, we  consulted  Investamatic,  a 
Singapore-based  research  organiza- 
tion. Earnings  estimates  come  cour- 
tesy of  IBES  Express. 

Investing  overseas  means  facing 
such  additional  risks  as  currency  fluc- 
tuations and  political  instability. 
Sketchy  reporting  is  another  big  con- 
cern. Yet  there  are  gems  on  the  fol- 
lowing lists. 

-John  H.  Christy 
and  Gustavo  Lombo  ■ 
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ThinkPad 


20  or  133MHz1  Pentium 
processor  runs  software 
at  lightning  speeds. 


At  a  mere  six  pounds; 

you  can  take  your 
TfunkPad  anywhere. 


With  TrackPoinl  III, 
your  hands  never  have 
to  leave  tlie  keys. 


Introducing  the  new  ThinkPad  365.  Because  everyone  could  use  an 
affordable  place  to  think.  Now,  even  if  you  re  short  on  work  space,  you 
can  still  stretch  your  mind  as  far  as  you'd  like. 

The  IBM  ThinkPad  365  brings  you  award-winning  ThinkPad 
technology -with  Pentium  processor  power  -  starting  at  $2,499.' 

It's  a  very  comfortable  place  to  work.  It  offers  an  inspiring  view 
(a  bright,  10.4"  or  11.3"  color  screen)  as  well  as  a  hard  drive  with 
room  enough  to  store  ideas  as  big  as  yours.  It  comes  complete  with 
Lotus  SmartSuite  for  instant  produc- 
tivity. And  select  models  are  designed 
with  full  multimedia  capabilities, 
including  an  integrated  CD-ROM  drive. 

Call  1  800  426-7255,1  ext.  4730,  or 
visit  us  at  www.pc.ibm.com/thinkpad 
for  details  on  the  new  ThinkPad  365. 
You'll  find  it's  not  only  affordable,  it's 
absolutely  thought-provoking. 


''•'»■.?  1     K  t-  t  1 

>  >  i  »  ft-  •  % 

"  S  :  s  - 1  t  1  1 

iff  t  U* 

•  •  *  *  "  t  ! 

i  f  ti  ii m 

-;*:>-  »•  *  f  f 

'■  i  \«*  %  ¥<-  • 

~  %  t  i f  i-  f'f 

1 1  %  l-  M.; 

■  £  j  |e-  '•  f  -ftr  :      ,,  I  ;■  vi 

:•  % 

,  •   '  -  ::  '  ■ 

'  Model  2E9/3E9  Estimated  IBM  authorized  retailer  price  Actual  prices  may  vary  Other  models  range  up  lo  $3,499  SmartSuite  may 
be  preloaded,  included  on  a  CD  or  available  to  order  on  a  CD  Diskettes  and  hard  copy  documentation  available  at  extra  charge  '  M  -  F, 
8 am  -8 pm  EST  In  Canada,  call  1 800  465-3299  (ID#  45294)  'MHz  denotes  internal  clock  speed  ot  the  microprocessor  only,  other 
lactorsalso  ailed  application  perlormance  'Actual  weight  may  vary  Supports  Windows  95.  Windows  NT  v3  51,  v4  0  (when  available) 
IBM.  ThinkPad.  TrackPoinl  III  and  Solutions  lor  a  small  planet  are  trademarks  ol  International  Business  Machines  Corporation 
Microsolt  and  Windows  are  trademarks  or  registered  trademarks  ol  Microsolt  Corporation  Other  companies,  products  and  service 
names  may  be  trademarks  or  service  marks  ol  others  ©  1996  IBM  Corp 


Solutions  for  a  small  planet 


Developed  marke 

Company/xn.:*';  ' 


ce  12  mos 
EPS 


1997  return  on 
EPS  equity 


Sales    Net  Market 
income  value 


CSA  Holdings/Singapore 

:  .njuter  systems 

$0.98 

$0.07 

13.4 

$0.10 

19.7% 

$263 

$14.5 

$123 

■  Dreco  Energy  Services/Canada 

oii  drilling  equipment 

24.60 

1.37 

18.0 

1.48 

23.5 

85 

9.0 

156 

Echo  Trading/Japan 

jod  distributor 

22.81 

0.39 

58.9 

0.75 

14.4 

242 

2.6 

300 

■  Elan/Ireland 

'ii^armaceuticals 

29.66 

1.38 

21.4 

2.11 

30.6 

227 

90.6 

2,432 

Exco  Technologies/Canada 

machine  tools 

7.45 

0.39 

19.1 

0.60 

26.0 

54 

6.6 

91 

Forsheda/Sweden 

industrial  equipment 

24.44 

2.37 

10.3 

2.58 

39.0 

199 

22.9 

161 

Forward  Group/UK 

manufactures  printed  circuit  boards 

4.13 

0.17 

23.9 

0.29 

55.1 

105 

7.8 

226 

Gerry  Weber  International/Germany 

apparel 

/in  nn 
4U.UU 

O  Al 

4.4/ 

lit 

11.9 

O  AQ 
0.48 

OO  7 
ii.l 

OQl 

col 

1  O  7 
li.l 

oc 

00 

UIWI 193/  Hal  j 

electrical  equipment 

13.10 

0.44 

29.5 

0.69 

28.1 

190 

17.8 

596 

Ankiiinn  Holdings/Hone  Kont? 

apparel 

0.85 

0.05 

18.0 

0.07 

29.6 

159 

40.6 

673 

Grafton  Group/Ireland 

building  materials 

10.89 

0.91 

11.9 

1.11 

23.0 

247 

14.5 

172 

GWR  Group/UK 

radio  stations 

3.45 

0.10 

36.3 

0.14 

39.6 

51 

5.7 

302 

Headlam  Group/UK 

home  furnishings 

A  OC 
4. JO 

u.iy 

oo  n 
ii.v 

n  oq 

on  o 

ISO 

Q  O 
0.0 

000 

Hong  Leong  Finance/Singapore 

financial  services 

2.44 

0.24 

10.2 

0.30 

13.5 

255 

53.7 

550 

Huntleigh  Technology/UK 

medical  supplies 

10.41 

0.47 

22.0 

0.66 

69.7 

145 

13.4 

398 

Iberica  de  Autopistas/Spain 

highway  services 

17.36 

0.88 

19.7 

1.26 

15.2 

60 

19.8 

375 

Inui  Tatemono/Japan 

storage  services 

10.33 

0.59 

17.4 

0.57 

12.4 

85 

11.6 

185 

Joyce  Boutique  Holdings/Hong  Kong 

apparel  stores 

fi  OA 

1)74 

n  no 
U.Uo 

7  1 
/.I 

n  nc 

0/1  0 

1  00 

10  1 

ii.l 

7C 

/b 

Lpadinp  SDirit/Hnnp  Konp 

electrical  equipment 

0.60 

0.04 

17.1 

0.07 

39.4 

286 

24.1 

329 

Marius  Pedersen/Denmark 

environmental  services 

298.87 

14.44 

20.7 

18.50 

15.1 

89 

7.1 

134 

Michael  Page  Group/UK 

employment  agencies 

5.90 

0.39 

15.3 

0.52 

68.7 

164 

17.6 

343 

■  Moulin  International  Holdings/Hong  Kong 

optical  products 

0.59 

0.02 

24.9 

0.05 

31.9 

48 

10.5 

254 

Nagron  Nationaal  Grondbezit'Netherlands 

real  estate 

oo  no 

0  01 

o.ol 

i  n  c 
lu.b 

in  nc 
1U.UD 

1/10 
14./! 

OO/l 
CCH 

10/1 

lo.4 

1  A  C 
143 

Norbain/UK 

closed-circuit  TV  equipment 

7.18 

0.53 

13.6 

0.69 

33.2 

113 

5.7 

83 

Orrefors  Kosta  Boda/Sweden 

crystal  &  glass  products 

15.01 

1.56 

9.6 

2.11 

29.2 

99 

6.9 

53 

Per  Aarsleff/Denmark 

engineering  services 

344.98 

23.84 

14.5 

24.39 

22.9 

247 

8.9 

128 

■  Saes  Getters/Italy 

electronics 

17.59 

0.82 

21.3 

1.00 

25.8 

106 

16.5 

195 

Tiger  Medicals/Singapore 

pharmaceuticals 

1.64 

0.10 

16.7 

0.13 

15.8 

48 

10.5 

126 

■  Tomra  Systems/Norway 

vending  machines;  recycling 

11.07 

0.38 

29.3 

0.49 

29.9 

79 

9.9 

403 

TT  Tieto/Finland 

computer  software 

55.13 

2.66 

20.7 

3.33 

23.4 

263 

16.9 

473 

Vaisala/Finland 

measurement  equipment 

55.79 

3.42 

16.3 

4.42 

24.9 

96 

16.1 

188 

■  Varitronix  International/Hong  Kong 

LCD  products 

1.84 

0.11 

16.1 

0.16 

34.8 

88 

34.9 

513 

Venture  Manufacturing/Singapore 

electronics 

1.75 

0.07 

25.8 

0.16 

32.4 

176 

18.0 

375 

Vidrala/Spain 

glass  containers 

51.84 

6.21 

8.3 

6.77 

29.0 

93 

17.8 

191 

Zuiko/Japan 

machinery  for  mfg  sanitary  products 

19.57 

1.36 

14.4 

0.87 

11.9 

120 

9.8 

140 

Prices  as  of  Sept.  30.  All  prices  and  earnings  are  in  U.S.  dollars. 
Sources:  IBES  Express;  Invest  a  matlc,  Worldscope. 


i  Available  as  an  ADR. 


Emerging  markets 

Company/country  Industry 


Recent  Fiscal  P/E  Est 
price     EPS  1997 
EPS 


Latest      Sales     Net  Market 
return  on            income  value 
equity      —  ($mil)  


Affin  Holdings/Malaysia 

banking  &  finance 

$2.21 

$0.13 

16.8 

$0.17 

27.2% 

$334 

$103.2 

$1,191 

Agan  Chemical  Manufacturers/Israel 

agricultural  chemicals 

15.16 

1.59 

9.5 

NA 

23.4 

218 

23.9 

228 

Anwar  Sierad/lndonesia 

animal  feeds 

1.00 

0.10 

10.4 

0.19 

17.6 

153 

16.2 

124 

Atanor/Argentina 

industrial  inorganic  chemicals 

1.50 

0.19 

7.9 

NA 

13.3 

224 

19.0 

151 

Bank  Rozwoju  Eksportu/Poland 

bank 

29.89 

3.00 

10.0 

4.26 

52.4 

188 

43.4 

433 

Prices  as  of  Sept.  30.  All  prices  and  earnings  are  in  U.S.  dollars.  NA:  Not  available. 
Sources:  IBES  Express;  Investamatlc;  Worldscope. 
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Partners 

IN 

GROWTH 


You're  Looking  For 
Unparalleled 
Global  Resources  And 
Unlimited  Human 
Resourcefulness. 


You  Don't  Want 
One-Size-Fits-All 
Answers,  You  Want 
One-Of-A-Kind 
Solutions. 


Monsanto  Has  Been 
Growing  With 
A  Bank  Like  That. 
For  75  Years. 


than  ever  before.  Year  after  year,  as 
Monsanto  expands  around  the  world,  it 


relies  on  Citibank  to  anticipate  its  global 
needs  with  customized  financial  solutions. 

CITIBANK®  I 


-o 


Emerging  markets 

Company/country  ..  ,  ; 

Recent  Fiscal 

P/E  Est 

Latest 

Sales     Net  Market 

. 

price  EPS 

1997 

return  on 

income  value 

EPS 

equity 

—  ($mil)  

Banmedica/Chile 

Hpnt  a/  hpalth  irKiiranrp 

'jl.v  Ut.lit  Qt  IICalLII  IlloUlallUC 

$0.36 

'$0.04 

8.7 

NA 

37.3% 

$198 

$18.5 

$161 

Brisa  Bridgestone  Sabanci/Turkey 

tires  &  inner  tubes 

0.40 

0.05 

8.0 

$0.09 

70.4 

279 

53.9 

430 

Cadbury  India/India 

chocolate  &  cocoa  products 

8.16 

0.31 

26.2 

0.48 

26.4 

78 

6.2 

162 

Cemento  Melon/Chile 

ready-mixed  concrete 

0.28 

0.02 

18.1 

0.02 

34.0 

240 

61.8 

1,113 

•  Cementos  Diamante/Colombia 

cement 

3.72 

0.36 

10.4 

0.55 

175 

215 

39.1 

417 

■  Cementos  Lima/Peru 

cement 

1.35 

0.09 

14.9 

0.12 

24.8 

142 

28.7 

402 

•  Central  Costanera/Argentina 

electric  utility 

3.08 

0.30 

10.3 

0.36 

11.4 

308 

41.0 

415 

Cerveceria  de!  Norte/Peru 

malt  beverages 

0.58 

0.12 

5.0 

NA 

38.0 

31 

6.5 

33 

■  Chilgener/Chile 

electric  utility 

5.78 

0.47 

12.3 

0.43 

12.3 

299 

116.2 

1,434 

China  Synthetic  Rubber/Taiwan 

carbon  black 

1.51 

0.10 

14.5 

0.15 

17.3 

163 

21.1 

305 

Consumidores  de  Gas/Chile 

gas  production  &  distribution 

4.55 

0.26 

17.5 

0.29 

18.3 

166 

38.4 

673 

Country  Heights  Holdings/Malaysia 

real  estate  management 

3.01 

0.16 

19.3 

0.22 

25.6 

83 

34.1 

452 

Crown  Seal/Thailand 

makes  bottle  caps 

2.50 

0.42 

6.0 

0.77 

21.1 

131 

14.7 

65 

Danubius  Szalloda/Hungary 

hotels  &  motels 

17.43 

2.01 

8.7 

1.84 

13.4 

58 

16.1 

139 

■  Empaques  Ponderosa/Mexico 

packaging 

3.05 

0.28 

10.8 

NA 

29.3 

118 

16.1 

174 

Empresas  Santa  Carolina/Chile 

milk 

0.87 

0.06 

15.6 

0.07 

18.2 

297 

15.0 

233 

Ericsson  Telecomunicacoes/Brazil 

telecommunications 

18.33* 

0.65* 

28.0 

NA 

40.7 

475 

27.6 

772 

Fauji  Fertilizer/Pakistan 

nitrogen  fertilizers 

1.99 

0.24 

8.5 

0.27 

57.1 

269 

60.4 

510 

Filinvest  Land/Philippines 

real  estate  development 

0.36 

0.01 

34.7 

0.03 

27.6 

47 

40.6 

1,362 

■  Grupo  Continental/Mexico 

soft  drinks 

3.97 

0.23 

17.1 

0.38 

21.1 

480 

33.7 

595 

Ionics  Circuits/Philippines 

electronics 

0.76 

0.03 

23.8 

0.06 

46.9 

31 

11.1 

262 

Jollibee  Foods/Philippines 

fast  food  restaurants 

1.01 

0.02 

43.7 

0.04 

32.0 

189 

26.9 

889 

Kinta  Kellas/Malaysia 

real  estate  management 

1.42 

0.07 

20.5 

0.09 

25.4 

57 

16.2 

225 

Knoll  Pharmaceuticals/India 

pharmaceuticals 

20.89 

0.45 

46.1 

NA 

35.5 

68 

3.7 

169 

Lingui  Developments/Malaysia 

real  estate;  agriculture 

2.01 

0.09 

22.8 

0.11 

31.8 

165 

55.9 

982 

Malaysian  Assurance  Alliance/Malaysia 

insurance 

5.51 

0.15 

37.8 

0.26 

28.4 

196 

20.9 

541 

Malaysian  Oxygen/Malaysia 

gas  production 

4.83 

0.18 

27.1 

0.22 

27.6 

114 

26.3 

668 

Maruichi  Malaysia  Steel/Malaysia 

steel 

3.59 

0.23 

15.5 

0.32 

15.7 

180 

23.2 

284 

Metrodata  Electronics/Indonesia 

electronics 

1.16 

0.29 

4.1 

0.35 

20.0 

141 

8.0 

21 

Modern  Photo  Film/Indonesia 

photo  processing 

3.23 

0.21 

15.6 

0.27 

23.7 

286 

39.5 

431 

Mondragon  Intl  Philippines/Philippines 

footwear  &  apparel 

0.63 

0.01 

42.5 

0.04 

17.2 

51 

11.0 

357 

Oceana  Fishing  Group/South  Africa 

food  processing 

1.11 

0.11 

10.5 

0.13 

49.8 

165 

10.4 

110 

Orient  Semiconductor/Taiwan 

semiconductors 

1.17 

0.09 

13.5 

0.15 

31.5 

228 

18.0 

260 

Pan  Pacific  Asia/Malaysia 

timber;  operates  sawmills 

3.15 

0.20 

15.7 

0.26 

37.5 

117 

37.3 

405 

Phatra  Insurance/Thailand 

insurance 

7.08 

0.69 

10.3 

0.90 

21.0 

32 

18.9 

142 

■  Pick  Szeged  Szalamigyar/Hungary 

salami,  processed  meats 

45.22 

5.46 

8.3 

6.33 

21.5 

193 

14.5 

120 

Primetown  Property  Group/Philippines 

real  estate  development 

0.26 

0.01 

17.4 

0.03 

31.4 

49 

18.9 

224 

Sarkuysan  Elektrolitik/Turkey 

copper  foundries 

0.06 

0.02 

3.2 

0.05 

88.2 

236 

21.1 

67 

Sistema  Argos/Mexico 

soft  drinks 

0.89 

0.06 

14.0 

0.14 

20.4 

243 

16.7 

229 

Srithai  Superware/Thailand 

melamine  wares,  manufactures  plastics 

4.41 

0.39 

11.4 

0.51 

20.3 

138 

17.7 

176 

Thai  Glass  Industries/Thailand 

manufactures  glassware  &  containers 

4.33 

0.35 

12.4 

015 

27.2 

129 

29.0 

253 

Thai  Rung  Union  Car/Thailand 

motor  vehicle  parts 

5.35 

0.33 

16.1 

0.48 

22.6 

61 

19.2 

214 

Trias  Sentosa/lndonesia 

pulp  &  paper 

1.53 

0.18 

8.6 

0.28 

17.1 

65 

17.0 

147 

WEG/Brazil 

motors  &  generators 

463.59* 

48.16* 

9.6 

67.16* 

16.6 

385 

32.4 

312 

Zona  Franca  de  Iquique/Chile 

real  estate  development 

0.42 

0.05 

9.0 

0.05 

45.2 

27 

14.3 

128 

Prices  as  of  Sept.  30.  All  prices  and  earnings  are  in  U.S.  dollars.  •  Available  in  the  U.S.  to  qualified  institutional  buyers  only.  ■  Available  as  an  ADR.  *Per  1,000  shares.  NA:  Not  available. 
Sources:  IBES  Express;  InvestamatiC;  Worldscope. 
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If  500,000  new  members  doesn't  say  quality  health  care  to  you, 
perhaps  you  should  get  24,000  second  opinions. 


If  you  asked  Blue  Cross  about  health  care,  we'd  tell 
you  we  provide  the  best  coverage  in  the  business. 

But,  since  our  point  of  view  is  admittedly  biased, 
perhaps  you'd  appreciate  someone  else's. 

Like,  say  more  than  half-a-million  Californians. 

After  all,  in  the  past  four  years,  more  people  have  joined 
the  CaliforniaCare*  HMO  from  Blue  Cross  of  California 
than  any  other  health  plan.  Some,  because  it  delivers 
quality  coverage  at  an  affordable  price.  Others,  because 
Blue  Cross  has  been  a  trusted  name  for  nearly  60  years. 


But,  as  it  turns  out,  most  people  like  CaliforniaCare 
because  so  many  of  California's  finest  doctors  do  - 
24,000  in  total  -  all  of  whom  you'll  find  in  our  HMO 
provider  network. 

So  if  you're  looking  for  a  good  health  plan,  we  think 
you've  found  it.  And  there  are  plenty  of  Californians 
out  there  who  agree. 

For  more  on  California's  fastest  growing  HMO,  call 
your  broker  or  local 
Blue  Cross  sales  office. 


Mm  Blue  Cross  of  California 


Who  else? 


t  is  a  registered  mark  of  the  Blue  Cross  Association  and  Blue  Cross  of  California  is  an  independent  licensee  of  the  Blue  Cross  Association.  V  is  a  registered  mark  of  Wellftnnt  Health  Networks  Inc.  Medical  Coverage  written  by  CaliforniaCare  Health  Plans  1  1996  WHPoint  Health  Networks  Inc. 


THE  BEST  SMi 


The  founders  and  chiefs  of  America's  best  small  companies  have  created  jobs  and 
wealth  for  thousands.  They've  also  done  rather  handsomely  for  themselves. 


Here's 
1 


.    j*M  J! 


By  Steve  Kichen  and  Eric  S.  Hardy 


ci :  v  t 


Our  richest  CEOs 

Stock  owned 

Total 

compensation! 

Chief  executive/company 

market  value  * 

% 

($thou) 

($thou) 

David  A  Duff ield/PeopleSoft 

1,358,322 

30.93 

334.5 

Theodore  G  Schwartz/APAC  TeieServices 

1,154,543 

48.17 

314.2 

0  Bruton  Smith/Speedway  Motorsports 

779,375 

70.29 

1,186.3 

Donald  A  Foss/Credit  Acceptance 

637,695 

52.51 

405.6 

Mark  C  Smith/Adtran 

581,194 

32.31 

221.0 

Carl  DeSantis/Rexall  Sundown 

422,481 

41.66 

341.2 

Monroe  J  Careli  Jr/Central  Parking 

360,587 

64.28 

1,311.7 

John  G  Sperling/Apollo  Group 

352,152 

25.07 

496.0 

John  H  Schnatter/Papa  John's  International 

342,832 

32.90 

542.3 

Russell  A  Gerdin/Heartland  Express 

273,455 

48.40 

300.0 

William  J  Dore/Global  Industries 

259,437 

40.64 

305.2 

Lawrence  Flinn  Jr/United  Video  Satellite  Group 

241,279 

34.41 

969.8 

Bobby  G  Stevenson/Ciber 

239,178 

37.57 

354.1 

Robert  L  Johnson/BET  Holdings 

236,583 

48.49 

1,049.5 

Robert  A  Kierlin/Fastenal 

216,675 

11.96 

122.5 

Dennis  M  Jones/Jones  Medical  Industries 

184,646 

16.67 

392.4 

James  J  Truchard/National  Instruments 

161,934 

28.30 

229.7 

Lawrence  L  Garlick/Remedy 

158,766 

12.76 

322.7 

Richard  A  Hayne/Urban  Outfitters 

158,449 

45.65 

524.7 

Daniel  J  Hirschf ield/Buckle 

156,870 

72.21 

76.3 

'Includes  all  share  classes,  includes  salary  plus  bonus,  other  compensation  and  stock  gan 


Of  all  the  public  companies  in 
America,  5,774  fall  into  our  defini- 
tion of  small.  But  only  200 — or 
3.5% — are  good  enough  to  make 
our  list.  Through  brainpower,  hard 
work  and,  to  be  sure,  luck,  this  elite 
crowd  has  made  it  to  the  very  top 
of  the  heap. 

Needless  to  say,  not  all  the  credit 
goes  to  the  chief  executive.  But,  even 
more  so  than  for  larger  companies, 
the  person  at  the  top  makes  a  big  dif- 
ference in  these  entrepreneurial 
upstarts.  Thus  it's  no  surprise  that 
founders  and  chief  executives  of  suc- 
cessful small  companies  can  become 
very  rich. 

Of  the  200  chief  executives  on  this 

These  are  the  20  richest  200  Best 
Small  Companies  chief  executives. 
David  Duffield,  Ted  Schwartz,  Bruton 
Smith  and  Donald  Foss  are  members 
of  The  Forbes  Four  Hundred  list 
of  America's  wealthiest  people.  Look 
for  Mark  Smith  and  Carl  DeSantis  on 
next  year's  Forbes  Four  Hundred. 
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[OU  HAVE  TO  ADMIT,  THE  LOS  ANGELES 
BUSINESS  SCENE  LOOKS  PRETTY  GOOD. 


The  economic  revolution  is  underway.  The  future  belongs 
to  companies  that  are  small,  quick  and  innovative. 
And  here  in  LA,  we  have  more  than  twice  the  number 
of  small  businesses  than  any  other  area  in 
the  country.  In  fact,  small  companies 
are  creating  75%  of  all  our  new  jobs. 
That  translates  into  nearly  61 ,000 


opportunities  in  1995,  and  over  1  86,000  within  the 
next  two  years. To  start  or  expand  your  business 
right  here  in  LA,  call  1 -800-7-LA-FACT.  You'll  learn 
how  to  get  help  with  things  like  low-cost  financing,  tax 
credits,  job  training  and  site  selection.  Besides, 
where  else  but  in  LA  can  you  chase  your  vision 
and  still  take  time  to  enjoy  the  view? 


©1  996  New  Los  Angeles  Markel'^g  Partnership 


HIVICniUH 


Oldest 

'  Name/company 

John  G  Sperling/Apollo  Group 

75 

Dale  H  Ballard/Ballard  Medical  Products 

73 

William  j  McGinley/Methode  Electronics 

73 

David  C  Prosser/RTW 

72 

Robert  E  Gray/St  John  Knits 

71 

Youngest 

Shahrokh  Sedaghat/Seda  Specialty  Packaging 

31 

Dan  J  Avida/Electronics  for  Imaging 

33 

John  H  Schnatter/Papa  John's  International 

34 

Michael  E  Henry/Jack  Henry  &  Associates 

35 

Eric  C  Cooper/FORE  Systems 

37 

The  average  age  of 
our  200  Best  Small 
Companies  chief  is 
52.  But,  judging  by 
this  list,  neither 
youth  nor  old  age 
is  a  hindrance  to 
running  a  hot, 
small  company.  At 
75,  John  Sperling  is 
our  elder  states- 
man. But  he  would 
probably  agree 
with  David  Prosser, 
72,  who  declares, 
"I'll  never  retire." 


year's  list,  4  have  already  made  The 
Forbes  Four  Hundred  list  of  the  rich- 
est people  in  America.  They  are  Peo- 
pleSoft's  David  Duffield,  apac  Tele- 
Services'  Ted  Schwartz,  Speedway 
Motorsports'  O.  Bruton  Smith  and 
Credit  Acceptance  Corp.'s  Donald 
Foss. 

Two  others — Mark  Smith  of 
Adtran  and  Carl  DeSantis  of  Rexall 
Sundown — will  almost  certainly  be 
members  of  The  Forbes  Four  Hun- 
dred in  1997. 

Our  richest  chief  executive  is 
Duffield,  whose  stock  in  his  software 
firm,  PeopleSoft,  is  worth  over  $1.3 
billion.  Despite  his  wealth,  Duffield, 


56,  still  answers  his  own  phone. 

The  median  chief  executive  on  the 
200  Best  list  holds  a  7%  share  of  his 
or  her  company,  worth  $16  million. 
Though  we  don't  have  specific  fig- 
ures to  prove  it,  we  suspect  that  there 
are  more  truly  rich  people  who  are 
running  small  businesses  than  there 
are  truly  rich  people  running  giant 
corporations. 

V.  Gordon  demons,  the  53-year- 
old  chief  executive  of  CorVel,  a  $112 
million  (latest-12-month  revenues) 
company  that  helps  control  medical 
costs,  is  the  highest-paid  executive  on 
our  list.  Last  year  Clemons  earned 
$10.3  million,  almost  all  of  it  from 


gains  through  exercising  stock 
options.  Clemons'  base  salary  and 
bonus  was  just  $239,600. 

How  have  CorVel  shareholders 
fared?  Since  CorVel  went  public  in 
July  of  1991,  its  stock  is  up  212% 
from  its  first-day  closing  price.  In  the 
same  period  the  s&P  500  gained  just 
86%  (dividends  excluded).  Another 
interesting  statistic  (though  an 
immeasurable  one)  would  be  how 
much  money  CorVel  has  saved 
patients,  insurance  companies  and 
government  Medicare  and  Medicaid 
programs. 

The  second-best-compensated 
executive  in  the  group,  Cyrus  Tsui  of 
Lattice  Semiconductor,  also  did  jus- 
tice to  his  shareholders.  Tsui's  pay- 
check last  year:  almost  $6.9  million. 
Today's  shareholders  who  bought 
$10,000  of  Lattice  at  the  closing 
price  on  its  first  trading  day  in 
November  1989  now  hold  stock 
worth  over  $80,000. 

Of  this  year's  crop  of  200  Best 
Small  Companies,  102  are  run  by 
their  founders  or  cofounders.  Many 
of  these  people  put  their  life  savings 
on  the  line  to  launch  these  business- 
es. And  their  companies  now  employ 
thousands  of  people  and  provide 
products  and  services  that  treat  dis- 
eases, run  businesses  more  efficiently 
and  satisfy  dozens  and  dozens  of 
other  consumer  needs.  tm 


The  small-company  bosses  who  earned  the  mo 

Chief  executive /company  ^  —  Compensation  ($t 

salary        other  stock 


— -Stock  owned — 
%  mktval' 
($thou) 


Latest  12  mos 
sales  profits 
 ($mil)  - 


Return  on 
equity 
5-yr  avg 


V  Gordon  Clemons/CorVel 

239.6 

0.5 

10,105.0 

10.345.1 

7.20 

10,167 

112 

7.7 

15.3 

Cyrus  Y  Tsui/Lattice  Semiconductor 

1,485.5 

32.6 

5,345.0 

6,863.1 

1.22 

8,213 

201 

43.4 

16.1 

Gary  K  Judis/Aames  Financial 

4,860.0 

40.0 

942.5 

5,842.5 

7.76 

72,493 

128 

31.1 

24.3 

Robert  J  Lepof sky/Helix  Technology 

425.0 

5.9 

4,870.0 

5,300.9 

1.56 

4,326 

147 

26.6 

28.5 

Dan  M  Palmer/Concord  EFS 

443.7 

4,601.2 

5,044.9 

0.54 

7,253 

147 

21.7 

21.1 

Steve  Sanghi/Microchip  Technology 

339.2 

168.7 

4,254.7 

4,762.6 

1.83 

23,631 

296 

44.4 

18.4 

Gary  D  Owens/Input/Output 

606.5 

67.2 

3,583.1 

4,256.8 

0.23 

3,014 

297 

41.9 

15.3 

James  E  Moore/ContiFinancial 

2,643  3 

1,608.6 

4,251.9 

0.68 

9,160 

122 

84.8 

29.0 

William  L  Larson/McAfee  Associates 

449.7 

3,751.7 

4,201.4 

— t 

130 

36.6 

38.7 

Bill  R  Sanford/Steris 

500.9 

3,596.9 

4,097.8 

-t 

199 

20.0 

19.9 

'Includes  all  share  classes,  foldings  are  in  the  form  of  options. 


Our  best-paid  chief  executive  is  Gordon  Clemons,  53,  whose  CorVel  helps  contain  medical  costs.  He  earned  $10.3  million, 
almost  all  from  exercising  stock  options.  His  shareholders  have  done  nicely,  too:  CorVel's  stock  is  up  212%  since  its  1991 
initial  public  offering.  The  average  200  Best  Small  Companies'  CEO  earned  $910,000  in  total  compensation. 
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GE  Capital  Assurance 


Nothing  beats  a  positive  outlook.  Still,  2  in  5  people  over  age  65  are  expected  to  spend  time  in 
a  nursing  home.  That's  why  you  should  consider  long  term  care  insurance  from  GE  Capital  Assurance. 
It's  a  surprisingly  affordable  way  to  guarantee  yourself  access  to  higher-quality  home  care  and  better 
nursing  homes,  without  having  to  rely  on  your  life  savings  or  Medicaid.  Call  1-800-992-3444  or  ask 
a  long  term  care  specialist  about  the  plans  people  have  trusted  for  more  than  20  years. 

We  bring  good  things  to  life. 
A  GE  Capital  Services  Company 

©  1996  GE  Capital  Assurance.  Coverage  in  New  York  is  underwritten  by  GE  Capital  Lite  Assurance  Company  of  New  York. 


ucua  ur  mc  dcoi  jitihll  uuhith 


Meet  thp  ^oss 


It's  in  to  be  an  entreprene'  Iso  tough  as  hell: 

Just  38%  of  all  new  companies  survive  beyond  their  sixth 
birthday;  less  than  20%  mal  past  their  eighth  year.  Of 
these  survivors,  only  a  tin  >n  ever  make  it  to  the 

200  Best  list.  The  chief  e  es  of  those  that  do  are 

nicely  compensated.  This  year  the  average  200  Best  chief 
executive  earned  a  total  co  sation  of  $910,000,  up 
10%  from  1995. 

Of  that,  $473,000  is  basic  salary  and  bonus.  Most  of 
the  rest  is  stock  options  Other  benefits — such  as  auto- 
mobile allowances,  company-paid  life  insurance  premi- 
ums, vested  stock  grants  and  company  contributions  to 
401(k)  plans— added  $71,000. 

Of  the  54  chief  executives  who  exercised  options,  the 
median  gain  was  $527,000 — a  figure  that  reflects  last 
year's  38%  gain  in  the  S&P  500. 

For  all  the  splash  that  the  youngsters  are  making  in 
Silicon  Valley,  most  successful  entrepreneurs  aren't  kids. 
Our  average  chief  executive  is  52  years  old  and  has  been 


boss  for  1 1  years. 

Why,  legend  to  the  contrary, 
does  it  take  so  long  to  be  a  suc- 
cessful entrepreneur?  An  obvious  rea- 
son is  this:  Few  hit  it  big  on  their  first 
try.  The  history  of  many  successful 
entrepreneurs  can  be  summed  up  by 
the  cliche:  try,  try  and  try  again. 

Note  that  in  calculating  share  own- 
ership we  include  only  those  shares 
that  the  most  recent  proxy  designates 
as  being  beneficially  owned  by  the 
executive,  his  (or  her)  minor  children 
and  spouse — provided  the  spouse  is 
not   an   officer   of  the  company. 
Excluded  are  options  to  purchase 
shares  in  the  company  and  shares  that 
are  pledged  to  foundations  or  other 
charities.  -Eric  S.  Hardy 


f 


Chief  executive  (age)  Birthplace 
Company  wit 

compi 


Gary  K  Judis  (58) 
Aames  Financial 

US 

17 

4 

4,860.0 

40.0 

942.5 

5,842.5 

7.76 

72,493 

James  E  MacDougald  (53) 
ABR  Information  Services 

US 

14 

14 

U  of  Maryland 

BA 

300.9 

3.8 

304.7 

4.44 

44,447 

Mark  C  Smith  (56) 
Adtran 

us 

10 

10 

Georgia  Tech 

BSEE 

216.4 

4.6 

221.0 

32.31 

581,194 

Gaylen  D  Miller  (47) 

Ag  Services  of  America 

us 

11 

1 

U  of  Northern  Iowa 

BS 

235.3 

4.7 

240.0 

6.09 

3,619 

Larry  1  Kane  (56) 
Alternative  Resources 

us 

8 

8 

Illinois  Tech 
U  of  Chicago 

BS 
MBA 

375.0 

1.4 

376.4 

10.34 

48,267 

Finis  F  Teeter  (52) 
American  Homestar 

us 

25 

25 

412.5 

35.8 

448.3 

17.48 

35,017 

Robert  H  Lutz  Jr  (47) 
Amresco 

us 

2 

2 

Furman  U 
Georgia  State  U 

BA 
MBA 

1,350.0 

119.1 

1,469.1 

0.18 

1,118 

Mark  S  Crossen  (47) 
Amrion 

us 

8 

5 

U  of  Colorado 

BA 

367.8 

9.0 

376.8 

17.89 

21,063 

Sidney  V  Corder  (54) 
Analytical  Surveys 

us 

6 

3 

211.1 

6.9 

534.7 

752.7 

0.17 

95 

Theodore  G  Schwartz  (43) 
APAC  TeleServices 

us 

23 

23 

312.0 

2.2 

314.2 

48.17 

1,154,543 

John  G  Sperling  (75) 
Apollo  Group 

us 

23 

23 

Reed  C 
Cambridge 

BA 
PhD 

496.0 

496.0 

25.07 

352,152 

Stock  prices  as  of  Oct.  4.  'Includes  all  share  classes. 
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f 

New  Issue 


This  announcement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  an  offer  to  buy. 
any  of  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


October  3,  1996 


9,395,500  Shares 


Univision  Communications  Inc. 

Class  A  Common  Stock 

Price  $23  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  such  of  the  undersigned  as  may 
legally  offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Goldman,  Sachs  &  Co. 

Merrill  Lynch  &  Co. 

Morgan  Stanley  &  Co. 

Incorporated 

Bear,  Stearns  &  Co.  Inc.        Alex.  Brown  &  Sons        BT  Securities  Corporation        Cowen  &  Company 

Incorporated 

CS  First  Boston  Dean  Witter  Reynolds  Inc.  Deutsche  Morgan  Grenfell 

Dillon,  Read  &  Co.  Inc.  Hambrecht  &  Quist  LLC  Lazard  Freres  &  Co.  LLC  Lehman  Brothers 
Montgomery  Securities  J.P.  Morgan  &  Co.  Nomura  Securities  International,  Inc. 

Oppenheimer  &  Co.,  Inc.  PaineWebber  Incorporated  Robertson,  Stephens  &  Company  LLC 

Salomon  Brothers  Inc  Smith  Barney  Inc. 

Ambient  Capital  Arnhold  and  S.  Bleichroeder,  Inc.  Crowell,  Weedon  &  Co.  Everen  Securities,  Inc. 
Furman  Selz  Gabelli  &  Company,  Inc.  Gerard  Klauer  Mattison  &  Co.,  LLC  Guzman  &  Company 
Hoak  Breedlove  Wesneski  &  Co.  Interstate/Johnson  Lane  Janney  Montgomery  Scott  Inc. 

Corporation 

Johnston,  Lemon  &  Co.  Klein  Investment  Group  Ladenburg,  Thalmann  &  Co.  Inc. 

Incorporated 

Legg  Mason  Wood  Walker  McDonald  &  Company  The  Ohio  Company 

Incorporated  Securities,  Inc. 

Ormes  Capital  Markets,  Inc.     Parker/Hunter     Ragen  MacKenzie     Raymond  James  &  Associates,  Inc. 

Incorporated  Incorporated 

The  Robinson-Humphrey  Company,  Inc.  Roney  &  Co.  Ryan,  Beck  &  Co. 

Sutro  &  Co.  Incorporated  Tucker  Anthony 

Incorporated 


1 1  m  •!  a 


ALL  COMPANIES  IN  AmtnlUA 


'.)  Chief  executive  (ager;. 
Company 

Birthplace 

Years 

with  as 
company  1  CEO 

 College  

undergraduate/  degrees 
graduate 

 Coi 

salary 
+  bonus 

mpensi 

other 

ition  ($tfio 
stock 
gains 

u)  

total 

Stock  owned 

%        mkt  val* 
($thou) 

James  R  Carreker  (49) 
Aspect  Telecommunicatior 

US 

s 

11 

11 

Georgia  Tech 
Stanford  U 

BEE 
MSEE 

418.1 

4.6 

422.7 

2.98 

38,509 

Lawrence  B  Evans  (62) 
Aspen  Technology 

US 

15 

15 

U  of  Oklahoma 
U  of  Michigan 

BS 

MSE,  PhD 

372.0 

0.3 

_ 

372.3 

4.19 

29,060 

John  C  Kennedy  (38) 
Autocam 

us 

8 

8 

U  of  Detroit 

BS 

355.0 

88.2 

443.2 

59.63 

29,932 

Herbert  0  Weiss  (66) 
Balchem 

us 

29 

23 

CUNY  Queens 
U  of  Texas  Austin 

BS 
PhD 

184.0 

19.7 

27.2 

230.9 

2.17 

545 

Dale  H  Ballard  (73) 
Ballard  Medical  Products 

18 

18 

U  of  Utah 

BS 

235.5 

235.5 

7.28 

38,754 

Andrew  Rudd  (46) 
Barra 

UK 

21 

12 

Sussex  U 

U  of  Cal  Berkeley 

BS 

MBA,  PhD 

600.0 

600.0 

23.50 

45,609 

"There  are  three  reasons  we  are  so  successful: 
1)  The  customer  is  king.  2)  We're  very  frugal. 
3)  We  operate  with  a  debt-free  balance  sheet  that 
allows  us  to  think  long  term."  This  from  Russell  Gerdin 
of  the  trucking  company  Heartland  Express. 


William  W  Sherertz  (50) 
Barrett  Business  Services 

US 

25 

16 

Oregon  State  U 

BS 

144.0 

—  144.0 

26.27 

28,514 

Joel  A  Schwartz  (54) 
Benihana 

US 

16 

13 

Seton  Hall  U 

BS,  BA 

256.4 

—  256.4 

0.26 

195 

Robert  L  Johnson  (50) 
BET  Holdings 

US 

17 

17 

U  of  Illinois 
Princeton 

BA 
MA 

869.9 

179.6 

—  1,049.5 

48.49 

236,583 

William  TSpane  (59) 
BHC  Financial 

US 

12 

10 

US  Naval  Acad 

BS 

425.3 

107.0 

—  532.3 

0.46 

417 

Edgar  W  Blanch  Jr  (60)  US  38       20  895.0     80.4         —      975.4      13.04  33,696 

EW  Blanch  Holdings 


Anthony  P  Conza  (56) 
Blimpie  International 

US 

32 

32 

253.2 

3.3 

256.5 

32.56 

38,200 

Robert  J  Therrien  (62) 
Brooks  Automation 

US 

7 

7 

346.6 

1.8 

348.4 

18.25 

17,726 

Daniel  J  Hirschfield  (55)  US  34       28  72.0      4.3         —       76.3      72.21  156,870 

Buckle 


Paul  S  Bush  (60)  US  35       23      Rensselaer  BS  987.3   310.1  —    1,297.4      32.76  72,438 

Bush  Industries 


Warren  J  Hayford  (67) 
BWAY 

US 

7 

7 

US  Military  Acad 

BS 

333.0 

0.4 

333.4 

20.51 

23,652 

Matthew  W  Chapman  (46) 
CFI  ProServices 

US 

9 

9 

U  of  Portland 
U  of  Oregon 

BA 
JD 

198.4 

10.5 

3,352.0 

3,560.9 

8.27 

7,503 

J  Phillip  London  (59) 
CACI  international 

US 

24 

12 

US  Naval  Acad  BS 
George  Washington  U  PhD 

573.4 

83.9 

657.3 

7.17 

13,300 

James  K  Sims  (50) 
Cambridge  Tech  Partners 

US 

5 

5 

730.0 

155.5 

150.0 

1,035.5 

2.79 

43,336 

Stock  prices  as  of  Oct.  4.  includes  all  share  classes. 
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Twenty  years  ago, 
most  other  companies 

couldn't  see  a  future 
in  financial  planning. 

Suddenly,  their 
vision  has  improved. 


Toclciy,  dozens  of  companies  have  discovered 
financial  planning.  It's  become  almost  trendy.  But  at 
American  Express  Financial  Advisors,  we  know  that 
sound  financial  planning  requires  experience  that  can't 
be  learned  overnight. 

With  nearly  one  million  financial  plans  developed 
during  the  past  twenty  years,  we  are  a  recognized  leader 
in  providing  high-quality  advice.  Our  advisors  receive 
the  finest  professional  training  and  are  supported  by  a 
full  staff  of  in-house  specialists.  And  with  more  than 
$130  billion  in  assets  under  management,  we  provide 
our  advisors  with  the  latest  in-depth  information  about 
financial  markets  and  investments.  Compare  that  level 
of  expertise  to  any  of  the  companies  that  have  recently 
added  "financial  planning"  to  their  resumes. 

No  wonder  95%  of  our  clients  stay  with  us  year  to 
year.  And  nine  out  of  ten  would  recommend  us  to  their 
friends.  We  don't  treat  financial  planning  as  a  fad.  To  us, 
it's  a  way  of  life. 


AMERICAN  | 
lEXPRESS 


Financial 
Advisors 


To  discover  how  an  American  Express  Financial  Advisor 
can  help  you  do  more,  call 

1-800-GET  ADVICE 

http:/ / www.americanexpress.com/ advisors 


American  Express  Financial  Advisors  makes  investments  available  through  American  Express  Financial  Advisors 
Inc.  and  insurance  and  loans  available  through  other  American  Express  affiliates  and  authorized  providers. 


Stock  owned 

%        mkt  val* 
($thou) 


George  A  Fait  (70) 
Capitol  Transamerica 

George  W  Off  (49) 
Catalina  Marketing 

Jerry  F  Wilson  (57) 
Cavalier  Homes 


Birthplace 


US 


Emanuel  Pinez  b&) 
Centennial  Technologies 


Monroe  J  Carell  Jr  (65) 
Central  Parking 


Israel 


■mm. 


596.5      17.89  30,716 


Colo  Sch  Mines  BS 


393.6     50.7       412.5      856.8       0.72  7,440 


12       12      U  of  Alabama 


BS 


1,217.3  7.7 


1,225.0       1.75  3,273 


9      Hebrew  U  (Israel)  BS 


75.0  2.4 


77.4      26.52  103,400 


US 


28       28      Vanderbilt  U 


BSEE 


1,296.9  14.8 


—    1,311.7      64.28  360,587 


"That  we  have  no  debt  and  a  surplus  war  chest 
for  expanding  through  acquisitions 
is  what  sets  us  apart,"  insists  Wackenhut 
Corrections9  George  Zoley. 


cnaries  K  Adams  (by) 
Chad  Therapeutics 

1 IC 

Uo 

1  A 

14 

1  A 
14 

Baylor  U 

BS 

o  34.1 

1  A  Q 

14. y 

0  yl  Q  n 

4.0/ 

Q  fiC/l 

y,Ub4 

Marsnaii  I  Keynoias  (ay) 
Champion  Industries 

1  IC 

Uo 

Sl 

4 

1  jU.U 

n  i 

U.l 

i  &n  i 

ou.yu 

71  Q 1  3 
1 1,010 

Bobby  G  Stevenson  (54) 
Ciber 

us 

22 

22 

Texas  Tech  U 

BA 

349.1 

5.0 

354.1 

37.57 

239,178 

Robert  J  Shillman  (50) 
Cognex 

us 

15 

15 

Northeastern  U 
MIT 

BSEE 

MSEE,  PhD 

432.7 

0.9 

2,482.4 

2,916.0 

17.13 

109,347 

Daniel  L  McGinnis  (57) 
Coherent  Com  Sys 

us 

8 

2 

U  of  Notre  Dame 
Lehigh  U 

BA 
MBA 

340.0 

16.5 

2,861.3 

3,217.8 

4.63 

13,186 

Charles  A  Schwan  (57) 
Cohu 

us 

25 

0 

Duquesne  U 

BS 

392.3 

13.0 

322.2 

727.5  1 

1.17 

1,992 

Ronald  G  Canada  (41) 
Computational  Systems 

us 

12 

12 

U  of  Tenn  Knoxville  BS 

262.6 

262.6 

22.34 

16,465 

Peter  A  Bracken  (55) 
Computer  Data  Systems 

us 

0 

0 

William  &  Mary 
U  of  Maryland 

BS 
MA 

28.8 

22.1 

50.9  2 

0.02 

24 

Dan  M  Palmer  (53) 
Concord  EFS 

us 

14 

U  of  Memphis 

BA 

443.7 

4,601.2 

5,044.9 

0.54 

7,253 

S  Duane  Southerland  Jr  (47) 
Conso  Products 

us 

1 

DukeU 
DukeU 

BSE 

MS,  MBA 

222.5 

25.7 

219.5 

467.7 

0.75 

763 

Joe  R  Davis  (53) 
Consolidated  Graphics 

us 

11 

11 

U  of  Arkansas 

BBA 

228.0 

228.0 

22.05 

31,189 

James  E  Moore  (50) 
ContiFinancial 

us 

13 

Georgetown  U 
Harvard 

BSFS 
MBA 

2,643.3 

1,608.6 

4,251.9 

0.68 

9,160 

John  R  Harding  (41) 
Cooper  &  Chyan  Tech 

us 

1 

Drew  U 

BA 

258.4 

195.0 

453.4 

 3 

V  Gordon  Clemons  (53) 
CorVel 

us 

8 

8 

Oregon  State  U 
U  of  Oregon 

BS 
MBA 

239.6 

0.5 

10,105.0 

10,345.1 

7.20 

10,167 

Donald  A  Foss  (52) 

us 

24 

4 

400.0 

5.6 

405.6 

52.51 

637,695 

Credit  Acceptance 


Stock  prices  as  of  Oct.  4.  'Includes  all  share  classes.  'Became  chief  executive  March  1996  Compensation  is  for  position  of  executive  vice  president  and  chief  operatiing  officer.  2Became 
chief  executive  May  1996.  foldings  are  in  the  form  of  options. 
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Chief  executive  (age) 
Company 

Birthplace 

Yaa 

PC 

 College 

undergraduate/  degrees 
graduate 

 Compensation  ($th 

salary      other  stock 
+  bonus  gains 

Its* 

with 
company 

19 

as 
CEO 

;  S  //■ 

unncu 

mkt  val* 
($thou).  ; 

John  B  Scheumann  (47) 

Prnccmann  PnrnmnnitiPQ 

VslUoolllallll  1*UIMIIIUIIIIIC3 

US 

19 

4 

Ball  State  U 

BS 

315.0 

19.2 

334.2 

31.00 

30,288 

Ignatius  J  Panzica  (53) 

P nctnm  Phrnmp 

VfUolUI  1 1  Vrfl  II  Ul  1 IC 

US 

26 

5 

952.4 

0.5 

298  6 

1,251.5 

2.87 

2,651 

Charles  V  Prothro  (54) 

DaM^c;  ^pmimnHiirtfir 

L'allaj  Odll1l*UIIUUl*LUI 

us 

12 

7 

Stanford  U 
Harvard 

BS 
MBA 

1,556.9 

89.3 

57.8 

1,704.0 

2.36 

11,161 

Michael  J  Mellinger  (47) 

n^ts  Rp^parrh  A^nriafp^ 

us 

21 

21 

466.3 

1.5 

— 

467 

8 

34.14 

25,755 

Larry  G  Blackwell  (55) 

n^tA^trPAm  *^v<;tpm<; 

l/cj  i.a o 1 1  c a i 1 1  oy  Jltl  1  lO 

us 

10 

10 

U  of  Mississippi 
Georgia  Tech 

BS 
MS 

192.0 

5.5 

— 

197.5 

19.42 

46,301 

Mark  A  Vidovich  (46) 

Hav  Rnnnpr 

us 

10 

10 

Cal  St  Long  Beach  BA 

585.5 

3.0 

978.1 

1,566.6 

2.83 

5,322 

William  A  Bassett  (59) 

Dprnrator  InHiKtrip^. 

us 

17 

3 

Rutgers 

BS 

283.1 

35.0 

105.0 

423.1 

4.38 

1,155 

Edward  R  Bazinet  (52) 

DpnArtmpnt  ^fi 

L/C|JCII  III  ICI 1 1  JU 

us 

12 

3 

746.2 

21.8 

— 

768.0 

4.37 

23,873 

William  H  Gibbs  (52) 

DH  Tprhnnlnpv 

L/ 1  1  ICL.IIIIUIUgJf 

us 

11 

11 

U  of  Arkansas 

BSEE 

430.0 

1.5 

— 

431.5 

0.25 

505 

Howard  G  Bubb  (42) 
Dialnpir 

us 

5 

3 

Cal  Tech 

BS 

220.3 

7.1 

620.0 

847.4 

21 

David  O'Brien  (56) 

Flantpr  ^pmimnHnrtnr 

Llull  ICL    O  CI  1  1 1 L  U 1 IUULIUI 

UK 

9 

9 

U  of  Wales 
U  of  Wales 

BS 

MSEE,  PhD 

229.5 

1.4 

435.0 

665.9 

2.35 

1,383 

Curtis  S  Wozniak  (41) 

Flprtrnpl;K 

us 

0 

0 

GMI  Institute 
Stanford  U 

BS 
MBA 

4 

—  t 

Dan  J  Avida  (33) 
Elprtronir^  fnr  Imapinp 

Israel 

7 

1 

Technion-lsrael  Tech  BS 

435.8 

2,985.6 

3,421.4 

0.09 

1,630 

Marvin  D  Brody  (52) 

Fmnlovpp  Solutions 

us 

5 

2 

U  of  Illinois  BS 
John  Marshall  Law  JD 

166.0 

25.7 

— 

191.7 

9.54 

53,818 

David  APurcell  (58) 
Encdd 

15 

15 

297.7 

3.8 

— 

301.5 

7. 

82 

39,872 

Stephen  P  Robeck  (48) 

Fmiitv  Mprkptinp 

LUUI IV    IVlal  l\C  1 1 1  IE 

US 

11 

5 

Lake  Forest  C 

BA 

475.0 

82.0 

— 

557.0 

28.34 

36,031s 

Fred  S  L  Chan  (49) 

F^^  Tprhnnlnov 
loo  icuiiiiuiugy 

11 

2 

U  of  Hawaii 
U  of  Hawaii 

BS 
MS 

489.4 

— 

1,740.8 

2,230.2 

17.81 

117,002 

Thomas  BWaldin  (54) 

Fccpf 

Estonia 

6 

6 

MIT 

YorkU 

BS 
MBA 

218.5 

4.5 

— 

223.0 

0.40 

359 

Larry  E  Rosenberger  (50) 
Fair,  Isaac  &  Co 

US 

22 

5 

MIT 

U  of  Cal  Berkeley 

BS 

MS,  ME 

327.5 

333.5 

1,215.7 

1,876.7 

2.44 

11,708 

Robert  A  Kierlin  (57) 
Fastenal 

US 

29 

29 

U  of  Minnesota 
U  of  Minnesota 

BS 
MBA 

122.5 

122.5 

11.96 

216,675 

Christopher  C  Multhauf  (42) 
First  Commonwealth 

US 

10 

10 

U  of  Texas  Austin 
Cornell 

BA 
MBA 

178.3 

11.2 

189.5 

10.42 

8,595 

Eric  C  Cooper  (37) 
FORE  Systems 

US 

6 

6 

Harvard 

U  of  Cal  Berkeley 

BS 
PhD 

256.2 

6.6 

262 

8 

4.00 

143,969 

Gerald  R  Szczepanski  (48) 
Gadzooks 

US 

12 

12 

Marquette  U 

MBA 

526.2 

9.4 

535.6 

2.46 

7,469 

Stock  prices  as  of  Oct.  4.  'Includes  all  share  classes.  JLess  than  0.01%.  4Became  chief  executive  April  1996.  Compensation  data  not  available.  5Donald  A  Kurz  is  president 
and  co-chief  executive. 
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iftus  ur  itiE 


n  HITlLnlUH 


% 

 i*>l 

Chief  executive  (age) 
Company, 

Birthplace' 

P. 

^*as 

f0 

.  undergraduate/  degrees 
graduate 

salary      other      stock  total 
+  bonus  gains 

mIWR  uwiiku 

%        mkt  val* 
($thou) 

Gary  A  Dachis  (52) 

vial  lie  ritlaliuial 

US 

6 

6 

U  of  Minnesota 

BA 

'  180.0 

30.0 

— 

210.0 

8.06 

3,692 

Fred  T  Bauer  (53) 

VjCI  IlC  a 

US 

17  ■•  ; 

11 

Michigan  State  U 

BS 

327.9 

3.4 

— 

331.3 

6.95 

60,955 

William  J  Oore  (54) 

us 

23 

23 

McNeese  State  U 
McNeese  State  U 

BA 
MEd 

275.0 

30.2 

— 

305.2 

40.64 

259,437 

Andrew  E  Lietz  (58) 
Hadco 

us 

12 

1 

Wayne  State  U 

BA 

392.7 

1.5 

234.5 

628.7  6 

0.30 

980 

Bjorn  E  Olsson  (50) 
Harmon  Industries 

Sweden 

6 

1 

U  of  London 

MBA 

264.7 

44.3 

— 

309.0 

0.48 

548 

James  C  Smith  (55) 
HealthCare  Compare 

US 

12 

12 

Northeastern  U 

BA 

1,017.7 

18.9 

1,837.5 

2,874.1 

1.44 

24,110 

Russell  A  Gerdin  (55) 
Heartland  Express 

us 

18 

18 

Moorhead  State  U 

BA 

300.0 

— 

— 

300.0 

48.40 

273,455 

Robert  J  Lepofsky  (51) 
Helix  Technology 

us 

23 

7 

Orexel  U 

BS 

425.0 

5.9 

4,870.0 

5,300.9 

1.56 

4,326 

Michael  E  Henry  (35) 
Jack  Henry  &  Associates 

us 

17 

2 

175.7 

— 

470.0 

645.7 

18.83 

71,793 

Henry  Arnberg  (53) 
Hirsch  International 

us 

26 

16 

U  of  Bridgeport 
Adelphi  U 

BS 
MBA 

1,045.8 

20.8 

— 

1,066.6 

24.89 

36,398 

Mark  S  Vaughn  (49) 
Home  State  Holdings 

us 

2 

0 

West  Washington  U  BA 

175.2 

5.4 

180.6  7 

 8 

Thomas  W  Haley  (60) 
Innovex 

us 

24 

24 

U  of  Minnesota 

BA 

328.5 

4.5 

333.0 

11.33 

14,835 

Gary  D  Owens  (49) 
Input/Output 

us 

19 

3 

U  of  Texas  Arlington  BSEE 

606.5 

67.2 

3,583.1 

4,256.8 

0.23 

3,014 

Steven  R  Vana-Paxhia  (49) 
INSO 

us 

5 

2 

SUNY  Cortland 
Rochester  Tech 

BA 
MBA 

296.7 

4.6 

301.3 

0.16 

1,182 

Gary  Christophersen  says  his  Seattle  Film  Works,  which  devel- 
ops photos  by  mail,  wins  by  being  first  with  new  products  and 
services:  <<We  were  the  first  to  deliver  people's  digital  pictures 
over  the  Internet,  the  first  to  offer  pictures  on  a  floppy  disk 
and  the  first  to  cross-reference  prints  with  negatives." 


Dennis  M  Jones  (58) 
Jones  Medical  Industries 

US 

15 

15 

375.0 

17.4 

392.4 

16.67 

184,646 

Marshall  T  Leeds  (41) 

JW  Charles  Financial  Services 

US 

13 

13 

1,314.4 

13.0 

—  1,327.4 

12.26 

2,760 

Kenneth  D  Cole  (42) 
Kenneth  Cole  Productions 

us 

14 

14 

Emory  U  BA 

500.0 

500.0 

44.19 

114,985 

Francis  D  John  (42) 
Key  Energy  Group 

us 

8 

7 

Seton  Hall  U  BS 
Fa i rleigh  Dickinson  MBA 

325.0 

325.0 

0.68 

703 

Kevin  P  Knight  (40) 
Knight  Transportation 

us 

6 

6 

253.0 

1.9 

254.9 

15.22 

32,401 

Mark  A  Betker  (46) 
Koala 

us 

1 

1 

U  of  Wis  Milwaukee  BBA 
Regis  C  MBA 

22.9 

22.9  9 

  10 

Stock  prices  as  of  Oct.  4.  'Includes  all  share  classes.  6Became  chief  executive  October  1995.  Compensation  is  for  position  of  vice  president  and  chief  operating  officer.  'Became  chief  exec- 
utive June  1996.  Compensation  is  for  position  of  senior  vice  president.  8Became  chief  executive  June  1996.  Holdings  are  in  the  form  of  options.  9Not  annualized.  Became  chief  executive 


November  1995.  '"Holdings  are  in  the  form  of  options. 
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The  Guardian  Life 
Insurance  Company  of 
America  offers  today's 
intelligent  financial  tools. 

While  everyone  talks  about  the  soaring  costs 
of  health  care,  The  Guardian  is  doing 
something  about  them.  We  are  working  hard 
to  control  these  costs  for  our  policyowners. 
We're  doing  it  by  aligning  ourselves  with 
carefully  chosen  HMO  partners  in  various 
geographical  markets.  In  the  New  York,  New 
Jersey  and  Connecticut  tri-state  area,  for 
example,  The  Guardian  has  entered  into  a  joint 
venture  with  widely-respected  Physician 
Health  Services,  Inc.  of  Trumbull,  CT.  to  form 
The  Guardian  &  PHS  Healthcare  Solutions. 
Working  with  our  HMO  partners  enables  us  to 
meet  your  need  for  affordable,  quality  care. 

In  fact,  The  Guardian  should  be  the 
centerpiece  of  your  financial  health  care 
planning.  We  understand  that  although  you 
want  the  highest  quality  health  care,  cost  is  a 
serious  consideration.  So,  we  offer  a  range  of 
new  solutions  from  comprehensive  HMO  plans 
to  outstanding  group  dental  insurance 
supported  by  our  proprietary  dental  PPO 
with  over  19,000  dentists  in  33  states. 

A  very  reliable  financial  tool 
since  1860. 

For  over  136  years,  Guardian  policyowners 
have  enjoyed  the  feeling  of  security  that 
comes  from  knowing  that  we  would  be  there 
for  them.  In  fact,  The  Guardian  is  one  of  the 
strongest  financial  companies  in  America* 
and  received  the  highest  ratings  from  the 
leading  independent  ratings  services.** 

Call  1-800-662-1006  now  and  discover  how 
The  Guardian  can  help  keep  health  care  costs 
from  blowing  your  budget.  You  will  also  learn 
why  The  Guardian  is  The  Intelligent  Choice  for 
Life  Insurance,  Group  Insurance,  Reinsurance, 
Equity  Products***  or  Group  Pensions. 


^  The  Guardian 

The  Intelligent  Choice" 

Since  1860 


•Financial  information  for  The  Guardian  Life  Insurance  Company 
of  America  as  of  12/31/95:  Admitted  Assets  =  $10,961  billion;  Liabilities  = 
$9,846  billion  (includes  $7,585  billion  in  reserves);  Surplus  =  $1,115  billion. 
**As  of  August  1996,  the  ratings  received  were  Standard  &  Poor's:  AAA; 
Duff  &  Phelps:  AAA;  and  A  M.  Best:  A*+.  These  ratings  reflect  The  Guardian 
Life  Insurance  Company  of  America's  financial  stability  and  claims-paying 
ability,  not  the  safety  or  the  performance  of  any  variable  account. 
"'Equity  products  are  offered  through  Guardian  Investor  Services 
Corporation  ,  an  indirect  wholly-owned  subsidiary  of  The  Guardian  Life 
Insurance  Company  of  America.  Member  NASD.  SIPC. 
©1996  The  Guardian  Life  Insurance  Company  of  America 
201  Park  Avenue  South,  New  York.  NY  10003 
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salary      other  stock 
+  bonus  gains 

Stock 

owned 

mkt  val* 
($thou) 

,.  JJlfief  executive  (a|ef .. ...  ^ 
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tsirtnpiace 

...  yea 

'  vvitii 

•company , 
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as 
...CEO 

ooiiege 

undergraduate/  degrees 
graduate 

u) 

total 

Mark  S  Ain  (53) 
Kronos 

l)S 

19 

19 

MIT  BS 

U  Ui  IxUullcMci  IVIDn 

"337.5 

0.8 

338.3 

6.28 

15,773 

Tilman  J  Fertitta  (39) 
Landry's  Seafood  R-sst 

US 

9 

9 

U  of  Houston  BBA 

461.5 

— 

— 

461.5 

19.84 

114,425 

Cyrus  Y  Tsui  (51) 
Lattice  Semiconductor 

China 

8 

8 

USC  BS 

Stanfnrri  II  MS 

OldlMUlU  U  IVIO 

1,485.5 

32.6 

5,345.0 

6,863.1 

1.22 

8,213 

Arnold  J  Scheine  (57) 
LCS  industries 

US 

26 

26 

Hofstra  U  BS 

687.3 

15.4 

63.0 

765.7 

10.99 

6,887 

Robert  S  Pepper  (61) 
Level  One  Com 

US 

10 

10 

U  of  Cal  Berkeley  BS 

II  nf  Pal  Rprkplpv     MS  Phn 
u  ui  \ja\  Dcii\cicy     ivio,  rnu 

317.2 

4.3 

— 

321.5 

0.81 

3,277 

Robert  W  MacDonald  (53) 
Lire  UoA  noiuings 

US 

9 

9 

Western  State  U  Col  BSL 

1,000.0 

100.0 

— 

1,100.0 

9.48 

17,985 

James  T  Kelly  (50) 

1  inr  ^rA    LJ  r\  \  r\  i  r\  ft  c 

LinCdic  noioings 

US 

10 

10 

843.0 

7.5 

2,731.3 

3,581.8 

0.52 

5,877 

Richard  E  Rivera  (49) 
Longhorn  Steaks 

US 

2 

2 

Washington  &  Lee  U  BA 

525.0 

9.6 

— 

534.6 

— 

 n 

Richard  B  Mazess  (57) 
Lunar 

US 

16 

16 

Penn  State  U  BA 

II  nf  Wk  MaHknn  PhD 
u  ui  vvio  ividuioun  riiu 

36.4 

1.6 

226.9 

264.9 

34.51 

85,507 

Leonard  R  Jaskol  (59) 
Lydall 

US 

23 

8 

American  U  BA 

rilNYritv  MRA 

700.0 

95.5 

1,649.7 

2,445.2 

3.16 

11,566 

William  L  Larson  (40) 
McAfee  Associates 

US 

3 

3 

U  of  Pennsylvania  BA 

StanfnrH  II  in 

OldMIUlU  U  JU 

449.7 

— 

3,751.7 

4,201.4 

— 

 12 

William  B  Summers  Jr  (46)  US 
McDonald  &  Co  Investments 

25 

2 

Baldwin-Wallace  C  BA 

1,020.0 

7.0 

— 

1,027.0 

1.84 

4,485 

John  PMcConnell  (46) 
Medic  Computer  Systems 

us 

14 

14 

Virginia  Polytech  BS 

537.0 

19.5 

1,573.6 

2,130.1 

8.08 

56,209 

Robert  S  Evans  (52) 
Medusa 

us 

10 

10 

U  of  Pennsylvania  BA 

fnlitmhia  MRA 

IjUIUlMUId  IVIDn 

389.5 

680.8 

190.2 

1,260.5 

4.04 

20,850 

Christopher  J  Conway  (57) 
Mentor 

UK 

27 

27 

U  of  Minnesota  BA 

679.2 

5.0 

— 

684.2 

2.16 

14,515 

William  J  Motto  (55) 
Meridian  Diagnostics 

US 

20 

20 

343.8 

8.7 

— 

352.5 

32.23 

60,391 

John  W  Castro  (48) 
Merrill 

us 

18 

12 

550.0 

32.2 

— 

582.2 

13.26 

25,104 

Luke  R  Schmieder  (53) 
Mesa  Laboratories 

us 

14 

14 

96.1 

— 

— 

96.1 

11.51 

3,289 

William  J  McGinley  (73) 
Methode  Electronics 

us 

50 

50 

Amherst  C  BA 

1,053.3 

767.5 

— 

1,820.8 

3.90 

26,530 

D  Michael  Walden  (46) 
Metrotrans 

us 

14 

14 

Auburn  U  BS 

273.8 

5.1 

278.9 

20.25 

10,934 

Steve  Sanghi  (41) 
Microchip  Technology 

India 

6 

5 

Punjab  U  BS 
U  of  Massachusetts  MS 

339.2 

168.7 

4,254.7 

4,762.6 

1.83 

23,631 

William  G  Miller  (49) 
Miller  Industries 

US 

6 

6 

U  of  Michigan  BSE 
U  of  Michigan  MBA 

191.7 

191.7 

27.48 

143,588 

Gregory  L  Wilson  (49) 
Mity-Lite 

US 

9 

9 

Brigham  Young  U  BA 
Indiana  U  MBA 

135.7 

1.9 

137.6 

29.68  8,868 

Stock  prices  as  of  Oct.  4.  'Includes  all  share  classes.  "Holdings  are  in  the  form  of  options.  12  Holdings  are  in  the  form  of  options. 
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Turning  a  rundown  waterfront  Into  a  city's  main  gate  is  quite  an  act.  ■ . 

oston's  planning  agency  and  the  developers  of  Rowes  Wharf  wanted  everything  from  their  architect,  Transform  a 
nguishing  location  into  a  magnet  for  the  central  business  district-.  Stay  on. time.  On- budget.  And  make  it  a  show  place, 
esults?  $1,3  million  in  revenue  to  the  city  annually.  Office  space  100:percent  leased.  Two  million  consumers  pouring 
irough.  And  neighborhoods  in  renaissance.  Learn  how  other  businesses  profit  by  design.  Call  300- AIA-993Q'  Or  www.aia.org. 

We  make  your  bottom  line  beautiful. 


people  in  the  Pyrami 

It's  comforting  to  knew  you're  not  alone  -  especially  when  it  comes  to  planning  for  a  s 

ffer  life  insurance,  annuities,  retirement  plans,  mutual  funds,  reverse 


samenca  c 


consumer  loans  and  other  products  that  make  living  for  today  and  planning  for 

i  little  easier.  The  people  in  the  Pyramid  are  ready  to  help.  TRANSAMERICA 

www.transamerica.com 


CEOS  OF  THE  BEST  SMALL  GOMPANItS  IN  ANItKlUA 


If 

r 

 College  

undergraduate/  degrees 
graduate 

- —  Compensation  ($t 

salary      other  stock 
+  bonus  gains 

Stock  owned 

%        mkt  val* 
($thou) 

•'■  Chief  executive  (age)  ' 
Company 

Birthplace 

'  c&pafy 

pp..- 

■  .as 
CEO 

hou) 

total 

Allen  B  Morgan  Jr  (54) 
Morgan  Keegan 

US 

27 

U  of  North  Carolina  BA 

920.3 

1.6 

921.9 

12.05 

37,067 

Mel  Marks  (69) 

Motorcar  Parts  &  Accessor 

US 

28 

28 

427.0 

427.0 

14.31 

9,255 

James  J  Truchard  (53) 
National  Instruments 

US 

20 

20 

U  of  Texas  Austin  BS 
U  of  Texas  Austin   MS,  PhD 

225.1 

4.6 

229.7 

28.30 

161,934 

William  F  Coyro  Jr  (53) 
National  TechTeam 

us 

14 

14 

U  of  Michigan  BS 
U  of  Detroit  DOS 

183.8 

4.6 

366.0 

554.4 

4.93 

13,718 

Robert  P  Schechter  (48) 
Natural  MicroSystems 

us 

1 

1 

Rensselaer  BS 
U  of  Penn-Whaiton  MBA 

160.0 

1.0 

161.0  13 

0.02 

48 

Nature's  Sunshine  Products,  which  sells  herbal  products 
door-to-door,  has  been  on  our  200  Best  Small  Companies 
list  for  nine  years.  What's  Kristine  Hughes'  edge? 
"Our  independent  distributors,"  says  she. 
"It's  a  more  personal  way  of  selling  a  product." 


Kristine  F  Hughes  (58) 
Nature's  Sunshine  Prods 

US 

24 

0 

   14 

17.21 

62,090 

Harvey  L  Sanders  (46) 
Nautica  Enterprises 

US 

23 

19 

U  of  Maryland 

BA 

1,493.0 

2.5 

—  1,495.5 

10.10 

133,201 

Johnie  Schulte  Jr  (61) 
NCI  Building  Systems 

US 

12 

12 

372.8 

—  372.8 

5.78 

15,393 

Leslie  G  Denend  (55) 
Network  General 

us 

3 

3 

Air  Force 
Stanford  U 

BS 

MBA,  PhD 

552.9 

7.3 

830.0  1,390.2 

—t 

William  E  Lipner  (49) 
NFO  Research 

us 

22 

14 

U  of  Toledo 

BS 

664.2 

11.0 

—  675.2 

4.56 

10,116 

Richard  D  Ennen  (68) 
NN  Ball  &  Roller 

US 

16 

16 

John  Carroll  U 

BS 

212.9 

53.8 

—  266.7 

21.92 

46,797 

Terry  E  Trexler  (57) 
Nobility  Homes 

US 

29 

29 

Butler  U 

BA 

145.5 

37.1 

—  182.6 

39.18 

20,850 

Quentin  E  Finkelson  (60) 
Nortech  Systems 

us 

8 

8 

Hamline  U 
U  of  Minnesota 

BA 
MBA 

122.5 

122.5 

4.74 

630 

David  E  O'Reilly  (47) 
O'Reilly  Automotive 

us 

24 

3 

DruryC 

BA 

466.0 

7.0 

—  473.0 

10.81 

38,951 

Mike  Parnell  (44) 
Oakley 

11 

10 

1,699.7 

—  1,699.7 

6.78 

109,205 

H  Tom  Buelter  (55) 
On  Assignment 

Germany 

7 

7 

U  of  Maryland 

BA 

281.3 

366.9  648.2 

2.45 

4,261 

James  W  Bagley  (57) 
OnTrak  Systems 

US 

0 

0 

Mississippi  State 
Mississippi  State 

BS 
MS 

100.0 

—      100.0 15 

  16 

Rati  Yizhar  (48) 
Opal 

Israel 

8 

5 

Hebrew  U  (Israel) 

BS 

171.9 

51.6 

—  223.5 

2.91 

2,597 

John  H  Schnatter  (34) 
Papa  John's  International 

US 

10 

6 

Ball  State  U 

BS 

134.5 

407.8 

—  542.3 

32.90 

342,832 

Stock  prices  as  of  Oct.  4.  'Includes  all  share  classes.  iLess  than  0.01%.  "Annualized  salary.  '"Became  chief  executive  September  1996.  Compensation  data  not  available.  15Became 
chief  executive  June  1996.  Salary  is  annualized.  ^Holdings  are  in  the  form  of  options. 
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PRAXAIR'S  PRODUCTS 

WERE  INVENTED 
15  BILLION  YEARS  AGO. 


At  Praxair,  the  Big  Bang  is  considered  the  Golden  Age  of  new  product  development. 

Hydrogen,  oxygen,  krypton  and  other  elements  were  created  during  that  distant 
era.  Of  course,  Praxair  doesn't  hold  patents  on  any  of  them.  But  we've  been  awarded 
thousands  of  patents  on  technologies  that  convert  ^^^k\  gases  into  solutions  for 
our  customers. 

The  steel  and  glass 
industries  use  oxygen  for 
cleaner,  more  efficient 
production  processes. 
Krypton  works  wonders 
in  lasers,  lighting  and 
thermal  windows.  As  for 

hydrogen,  we've  teamed  with  scientists  who  hope  to  turn  it  into  the  fuel 
of  the  next  century.  (A  hydrogen  engine's  only  emission  is  pure  water.) 

We  also  apply  our  ingenuity  to  other  gases.  We're  the  world's 
biggest  supplier  of  carbon  dioxide,  which  plays  a  key  role  in  the  food 
and  beverage  industry.  And  helium  isn't  just  for  balloons.  It's  essential 
for  medical  imaging  machines  and  deep-sea  diving  safety. 

This  is  how  we've  become  a  world  leader  in  industrial  gases,  with  annual  sales 
over  $4  billion  and  growing.  Praxair  uses  the  basic  molecules  to  help  our  customers 
prosper  in  the  global  marketplace,  an  environment  that's  fiercely  competitive — yet 
ecologically  uncompromising. 


"THE  BIG  BANG" 

Astronomers  now 
date  the  origin  ot  the 
universe  at  roughly 
15,000,000,000  B.C. 
It's  been  expanding 
ever  since.  So,  in 
recent  years,  has 
Praxair. 


PRAXAIR 


MAKING     OUR    PLANET    MORE  PRODUCTIVE. 

For  more  information:  1-800-PRAXAIR      e-mail:  info@praxair.com  http://www.praxair.com 

©1996  PRAXAIR  INC 


Stock  owned 

%        mkt  val* 
($thou) 


PANItS  IN  Am tli I UH 


Arthur  Hershaft  (59) 
Paxar 

US 

9 

Carnegie-Mellon 

BS 

859.7 

— 

189.9  1,049.6 

14.69 

67,625 

Kenneth  A  Swanstrom  (56) 
Penh  Engineering  &.  Mfg 

US 

36 

3 

399.4 

17.7 

417.1 

14.33 

17,492 

David  A  Duffieid  (56) 
PeopleSctt 

us 

9 

9 

Cornell 
Cornell 

BSEE 
MBA 

326.8 

7.7 

—  334.5 

30.93 

1,358,322 

Charles  E  Maginness  (63) 
Performance  Tech 

us 

12 

1 

Rochester  Tech 

BSME 

249.3 

8.4 

—  257.7 

8.08 

4,685 

Richardson  M  Roberts  (38) 
PMT  Services 

us 

12 

12 

U  of  Alabama 

BA 

244.5 

244.5 

6.55 

41,327 

J  Hyatt  Brown  (59) 
Poe  &  Brown 

us 

37 

35 

U  of  Florida 

BS 

505.9 

6.0 

—  511.9 

22.02 

46,444 

David  B  Pomeroy  II  (47) 
Pomeroy  Comp  Resources 

us 

15 

4 

679.8 

—  679.8 

31.03 

41,088 

Jack  Mildren  (47) 
Pre-Paid  Legal  Services 

1 

0 

U  of  Oklahoma 

BBA 

144.1 

144.1 

  17 

Richard  H  Lewis  (47) 
Prima  Energy 


US 


16       16      U  of  Colorado  BS 


228.8  7.5 


236.3      14.13  9,734 


Project  Software  &  Dev 


Michael  L  Campbell  (42) 
Regal  Cinemas 

US 

7 

7 

620.5 

952.9 

1,573.4 

1.66 

14,348 

James  L  Packard  (54) 
Regal-Beloit 

US 

17 

12 

576.4 

9.2 

155.6 

741.2 

1.50 

5,107 

James  M  Usdan  (47) 
RehabCare  Group 

US 

6 

5 

Harvard 

AB 

502.4 

4.7 

507.1 

0.53 

499 

Lawrence  L  Garlick  (47) 
Remedy 

US 

5 

5 

Stanford  U 
Stanford  U 

BSEE 
MSEE 

322.7 

322.7 

12.76 

158,766 

Phil  Simpson  (61) 
Republic  Group 

US 

35 

29 

Rice  U 

U  of  Penn-Wharton 

BA 
MBA 

420.7 

24.5 

15.3 

460.5 

19.26 

30,635 

Ronald  G  Geary  (49) 
Res-Care 

US 

6 

3 

U  of  Kentucky 
U  of  Louisville 

BS 
JD 

313.4 

11.9 

325.3 

5.08 

7,974 

Dennis  S  Meteny  (42) 
Respironics 

US 

12 

2 

Penn  State  U 
U  of  Pittsburgh 

BS 
MBA 

265.9 

130.5 

396.4  19 

1.40 

6,224 

Carl  DeSantis  (57) 
Rexall  Sundown 

US 

20 

20 

331.2 

10.0 

341.2 

41.66 

422,481 

Richard  J  Pinola  (50) 
Right  Mngmnt  Consult 

US 

4 

4 

King's  C 

BS 

897.5 

48.3 

76.9 

1,022.7 

0.82 

1,043 

David  LDunkel  (42) 
Romac  International 

US 

16 

16 

Babson  C 
Babson  C 

BS 
MBA 

200.0 

200.0 

20.10 

68,283 

Derrick  N  Key  (48) 
Roper  Industries 

UK 

14 

4 

Reading  Tech  UK 

BS 

539.9 

45.4 

585.3 

2.62 

19,042 

David  C  Prosser  (72) 
RTW 

US 

13 

13 

U  of  Minnesota 

BS 

622.9 

91.8 

714.7 

3.54 

11,192 

Warren  S  Rustand  (53) 
Rural-Metro 

US 

1 

1 

U  of  Arizona 
U  of  Arizona 

BA 
MS 

435.3 

435.3  20 

0.25 

1,043 

Stock  prices  as  of  Oct.  4.  'Includes  all  share  classes.  "Became  chief  executive  March  1996.  Holdings  are  in  the  form  of  options.  180ffice  of  chief  executive  is  vacant.  ''Compensation  data 
for  fiscal  year  ended  June  19  9  5  .  20Became  chief  executive  August  1996.  Figure  includes  an  annualized  salary  of  $275,000  and  a  bonus. 
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CEOS  Or  THE  BEST  SM 


ItS  IN  AMERICA 


Birthplace        Years   College  

with       as    .  undergraduate/  degrees 
company     CEO  '  graduate 


—  Compensation  ($thou)  _ 
salary  other  stock  to1 
bonus  gains 


Stock  owned 

%  mktval* 
($thou) 


Richard  B  Jaffe  (43) 
Safeskin 

US 

3 

Cornell 

BS 

400.0 

—  400.0 

5.65 

27,742 

Robert  E  Gray  (71) 
St  John  Knits 

US 

34 

34 

use  ' 

BA 

1,263.3 

1.9 

—  1,265.2 

5.21 

43,107 

Ben  C  Bryant  Jr  (49) 
SCB  Computer  Tech 

us 

20 

20 

U  of  Memphis 
U  of  Memphis 

BBA 
MS 

1,882.4 

—  1,882.4 

24.98 

37,679 

Richard  C  Osborne  (52) 
Scotsman  Industries 

us 

17 

7 

SUNY  Buffalo 
Sangamon  State 

BS 
MA 

543.8 

16.3 

18.4  578.5 

0.66 

1,408 

Gary  R  Christophersen  (50) 
Seattle  FilmWorks 


US 


14 


Whitman  C  BA 
U  of  Washington  MBA 


233.4     10.6       333.8      577.8       5.60  12,188 


<4We  get  all  of  our  bills  out  in  72  hours," 
boasts  Warren  Rustand  of  fire  and  ambu- 
lance services  provider  Rural-Metro  Corp. 
"We  have  the  highest  collection  rate  and 
lowest  default  rate." 


Charles  R  Stuckey  Jr  (54) 
Security  Dynamics  Tech 

US 

9 

9 

OhioU 

BSME 

473.4 

5.0 

47.3 

525.7 

0.94 

11,227 

Shahrokh  Sedaghat  (31) 
Seda  Specialty  Packaging 

Iran 

11 

1 

360.2 

17.8 

— 

378.0 

20.87 

20,085 

Harold  J  Tenoso  (58) 
Serologicals 

US 

3 

3 

UCLA 
UCLA 

DM 

PhD 

988  n 

O  J.O 

OCO  0 
JJJ.O 

U.U  J 

1 7fl 
1  /  u 

Thomas  J  Fitzmyers  (55) 
Simpson  Manufacturing 

US 

18 

2 

Cal  St  Fullerton 

BS 

718.8 

25.0 

743.8 

6.78 

16,288 

Joseph  W  Carreras  (43) 
Sinter  Metals 

Uruguay 

4 

2 

Cleveland  State  U 

BBA 

375.0 

375.0 

6.43 

10,549 

William  W  Smith  Jr  (48) 
Smith  Micro  Software 

US 

13 

13 

Grove  City  C 

BA 

450.5 

2,999.2 

3,449.7 

69.68 

61,188 

Michael  G  Wordeman  (47) 
Sodak  Gaming 

US 

7 

7 

439.8 

12.4 

452.2 

15.92 

88,690 

E  R  Pickard  (48) 
Sofamor  Danek  Group 

US 

6 

5 

311.1 

45.9 

357.0 

1.50 

10,987 

J  Clifford  Hudson  (41) 
Sonic 

US 

12 

1 

U  of  Oklahoma 
Georgetown  U 

BA 
JD 

281.7 

6.0 

287.7 

2.65 

9,058, 

Richard  D  Reinhold  (58) 
SOS  Staffing  Services 

US 

23 

23 

U  of  Kansas 

BS 

185.1 

47.6 

232.7 

60.50 

43,084 

Wendell  L  Batchelor  (54) 
Southern  Energy  Homes 

US 

13 

13 

U  of  North  Alabama 

BS 

484.5 

484.5 

6.33 

16,742 

0  Bruton  Smith  (70) 
Speedway  Motorsports 

US 

37 

21 

1,090.0 

96.3 

1,186.3 

70.29 

779,375 

Frank  F  Ferola  (53) 
Stephan 

US 

15 

9 

493.1 

493.1 

13.11 

6,485 

Bill  R  Sanford  (52) 
Steris 

us 

9 

9 

Kansas  State  U 

BS 

500.9 

3,596.9 

4,097.8 

 21 

Stock  prices  as  of  Oct.  4.  Includes  all  share  classes. 

21Holdi ngs  are  in  the  form  of  options. 
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The  products  made  by  Tyco 
International  are  often,  quite 
literally,  out  of  sight.  But  our 
$5  billion  in  annual  sales,  21% 
compounded  income  growth 
rate  and  long-term  record  of 
enhancing  shareholder  value 
stand  out  rather  nicely.  For 


return  on  investment  over  the 
past  ten  years,  Tyco  ranks  in 
the  top  10%  of  the  Fortune  500. 
That's  a  better  record  than 
seven  of  Fortune's  ten  most 
admired  companies  of  1996.  Of 
course,  past  performance  does 
not  guarantee  future  earnings. 


But  at  Tyco,  earnings,  growth 
and  performance  are  what 
we're  all  about.  To  find  out 
more,  please  write  PO  Box  497, 
Dept.  F,  Exeter,  IMH  03833. 


Unleashing  The  Power  Within 
http://www.tycoint.cbm 

Disposable  and  Specialty  Products  Kendall 'Armin' Ludlow  Flow  Control  Anvil/Canvil'WinnValves'HindleValves'Neotecha'J.B.  Smith  TYC 
Fire  and  Safety  Services  Grinnell'Ansul' Mather  &  Platt'Mueller'O'Donnell  Griffin'Total  Walther'Wormald 'Thorn  Security' Earth  Tech  Mfnamj 
Electrical  and  Electronic  Components  Allied  Tube  &  Conduit 'Simp/ex  Technologies  •  Tyco  Printed  Circuit  Group  ['J  lot 


UtUSUr  IHt  Btbl  bIYlMLL 


Mtb  IN  HIYIlHIuH 


 L 

 /». 

>li«ii  /'Ml 

C*  1, 

Chief  executive.(age) 
Company 

Birthplace 

''with  ■  • 
company 

:  •  as 
CEO 

undergraduate/  degrees 
graduate 

salary      other  stock 
+  bonus  gains 

ou) 

total 

%  mktval* 
($thou) 

Ronald  S  Spolane  (42) 
Sterling  Electronics 

US 

19 

2 

U  of  Texas  Austin 

BBA 

541.7 

541.7 

1.06 

875 

Aart  J  de  Geus  (42) 
Synopsys 

Netherland 

s  9 

2 

Swiss  Fed  Polytech  MSEE 
SMU  PhD 

330.3 

1.5 

1,316.8 

1,648.6 

1.06 

20,294 

M  Sreenivasan  (47) 
bynthetech 

India 

9 

1 

Indian  Tech 
Bucknell  U 

BS 
MS 

192.0 

3.2 

518.2 

713.4 

3.12 

3,271 

Thomas  EOland  (55) 
Techne 

US 

12 

10 

U  of  Minnesota 

BA 

175.0 

17.7 

— 

192.7 

3.14 

7,727 

Van  M  Hubbard  (56) 
Tecnol  Medical  Products 

US 

20 

18 

Texas  Tech  U 
U  of  Texas  Austin 

BBA 
MBA 

463.2 

0.5 

— 

463.7 

14.08 

39,516 

Robert  B  Barnhill  Jr  (52) 
Tessco  Technologies 

US 

27 

27 

Cornell  BS 
U  of  Penn-Wharton  MBA 

240.0 

13.9 

— 

253.9 

21.26 

37,017 

Li-San  Hwang  (61) 
Tetra  Tech 

China 

29 

8 

National  Taiwan  U 
Cal  Tech 

BS 
PhD 

265.0 

24.5 

— 

289.5 

9.76 

32,881 

John  Gorman  (62) 
Timberline  Software 

US 

28 

25 

U  of  Oregon 

BS 

151.5 

11.4 

— 

162.9 

13.95 

6,244 

Richard  W  Ussery  (49) 
Total  System  Services 

US 

31 

13 

Auburn  U 

BA 

536.2 

102.4 

— 

638.6 

0.43 

16,089 

Joseph  M  Ahearn  (42) 
Toy  Biz 

US 

6 

3 

Fordham  U 
Northwestern  U 

BS 
MA 

350.0 

350.0 

— % 

2 

George  K  Broady  (58) 
Ultrak 

US 

9 

5 

Iowa  State 

BS 

268.0 

2.2 

270.2 

15.83 

47,812 

Jorn  1  Budde(52) 
UniMark  Group 

Denmark 

4 

4 

120.0 

120.0 

7.24 

7,361 

William  H  Wilcox  (44) 
United  Dental  Care 

US 

0 

0 

Vanderbilt  U 
Tulane  U 

BA 
MA 

22 

Lawrence  Flinn  Jr  (61) 
United  Video  Satellite 

US 

20 

20 

Yale 

Columbia 

BA 
MBA 

919.8 

50.0 

969.8 

34.41 

241,279 

Richard  A  Hayne  (49) 
Urban  Outfitters 

US 

26 

26 

Lehigh  U 

BA 

225.3 

15.0 

284.4 

524.7 

45.65 

158,449 

Uri  M  Evan  (60) 
USA  Detergents 

Israel 

7 

4 

Technion-lsrael  Tech 
Technion-lsrael  Tech 

BS 
MS 

118.3 

21.5 

139.8 

7.17 

40,365 

Jeffrey  G  Webb  (47) 
Varsity  Spirit 

US 

22 

22 

U  of  Oklahoma 

BS 

135.9 

0.3 

136.2 

12.36 

8,814 

E.  David  Willette  (61) 
Vaughn  Communications 

us 

25 

25 

U  of  Notre  Dame 

BSME 

256.8 

256.8 

18.42 

6,103 

Alain  J  Hanover  (48) 
Viewlogic  Systems 

France 

12 

12 

MIT 

Harvard 

BS,  BSEE 
MS 

284.0 

12.8 

14.0 

310.8 

0.68 

1,020 

Donald  C  Tomasso  (51) 
Vitalink  Pharmacy  Services 

US 

5 

1 

Drexel  U 
Drexel  U 

BS 

MBA,  MS 

545.6 

5.8 

551.4  23 

— X 

28  24 

George  C  Zoley  (46) 
Wackenhut  Corrections 

Greece 

8 

2 

Florida  Atlantic  U 
Nova  U 

BA 
PhD 

319.0 

1,178.5 

1,497.5 

   25 

Allen  YChao  (51) 
Watson  Pharmaceuticals 

China 

13 

13 

Taipei  Medical  C 
Purdue  U 

BS 
PhD 

450.0 

2.1 

452.1 

4.46 

53,219 

Dale  Sydnor  (40) 
Wireless  Telecom  Group 

US 

8 

0 

U  of  Delaware 

BSEE 

293.4 

7.4 

506.9 

807.7  26 

1.24 

1,989 

Stock  prices  as  of  Oct.  4.  "Includes  all  share  classes.  iLess  than  0.01%.  22Became  chief  executive  May  1996  .  23Chief  executive  is  compensated  by  Manor  Care,  which  owns  82.3%  of 
Vitalink.  24Shares  owned  indirectly  through  chief  executive's  holdings  in  Manor  Care.  "Holdings  are  in  the  form  of  options.  26Became  chief  executive  May  1996.  Compensation  is  for  position 
of  president  and  chief  operating  officer. 
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Global  Private  Banking 


RDINARY  SERVICE  MEETS 


CLIENT  NEEDS.  EXCEPTIONAL 


SERVICE  ANTICIPATES  THEM. 


Heaolquart 
National  Ba 
(Suisse)  S. 


■rsofR. 

ikofN. 

A.  in  G, 


public 
■w  York 


At  Republic  we  take  service  very  seriously. 
We  not  only  respond  to  client  orders,  we  aim 
to  anticipate  client  needs. . .  to  prepare  trie 
way  in  advance. 

We  do  this  mainly  by  building  close  and 
enduring  relationships.  In  the  process,  we 
gain  clear  insight  into  our  clients'  financial 
goals  and  keep  these  constantly  in 
mind  as  we  look  after  their  interests. 
Our  advanced  operating  systems,  too,  are 
fully  geared  to  this  idea  of  exceptional  service. 
They  help  us  respond  to  investment  opportu- 
nities with  uncommon  speed,  and  carry  out 
client  instructions  to  the  letter. 

It  is  this  forward-looking  approach, 
together  with  a  genuine  sense  of  commitment 
toward  our  clients,  that  makes  Republic  a 
truly  one-of-a-kind  bank. 


WorU  Headquarters  of 
Republic  Nationa  I  Rank  of 
iVt'ir  York  itt  jVcu*  York. 


Republic  National  Bank  of  New  York 

Strength.  Security.  Service. 


New  York  •  Geneva  •  London  •  Beijing  •  Beirut  •  Beverly  Hills  •  Buenos  Aires  •  Cayman  Islands  •  Copenhagen  •  Gibraltar 
Guernsey  ■  Hong  Kong  •  Jakarta  •  Los  Angeles  ■  Lugano  •  Luxembourg  •  Manila  •  Mexico  City  •  Miami  •  Milan  •  Monte  Carlo  •  Montevideo 
Montreal  •  Moscow  •  Nassau  •  Paris  ■  I'ertli  •  Punta  del  Este  •  Rio  de  Janeiro  ■  Santiago  •  Singapore  •  Sydney  •  Taipei  •  Tokyo  •  Toronto  •  Zurich 

•  Republic  National  Bant  of  New  York,  1996 


small  companies 

in  America 


Where  tl 

tifev  rank- 

Company 

Exchange 

Ticker 

5-year 

Sales 

Profits 

Market 

5-year 
average 
ROE 

'-' -sales 

•TV 

profit 

s 

HI 

symbol 

average 
return  on 
equity 

($mil) 

($mil) 

value* 
($mil) 

71 

99 

29 

33 

Aames  Financial 

n 

AAM 

24.3% 

$128 

$31.1 

$934 

119 

182 

146 

32 

ABR  Information  Services 

0 

ABRX 

19.4 

31 

5.7 

1,001 

59 

43 

24 

0 
0 

Adtran 

0 

ADTN 

26.0 

216 

35.3 

1,799 

196 

83 

177 

182 

Ag  Services  of  America 

0 

AGSV 

14.6 

142 

3.8 

59 

10 

66 

92 

71 

Alternative  Resources 

0 

ALRC 

45.5 

179 

12.1 

467 

104 

35 

105 

121 

American  Homestar 

0 

HSTR 

20.3 

238 

10.6 

200 

31 

76 

42 

51 

Amresco 

0 

AMMB 

31.2 

151 

23.6 

609 

132 

172 

175 

1  <i9 

Amrion 

0 

AMRI 

18.6 

45 

3.9 

118 

188 

194 

197 

185 

Analytical  Surveys 

0 

ANLT 

15.0 

19 

1.7 

55 

12 

69 

70 

4 

APAC  TeleServices 

0 

APAC 

42.7 

174 

16.0 

2,397 

3 

51 

58 

13 

Apollo  Group 

0 

APOL 

77.7 

201 

19.3 

1,405 

144 

32 

28 

19 

Aspect  Telecommunications 

0 

ASPT 

17.7 

247 

31.3 

1,291 

173 

116 

113 

Aspen  Technology 

0 

AZPN 

15.5 

104 

9.2 

694 

86 

156 

150 

188 

Autocam 

0 

ACAM 

22.4 

58 

5.6 

50 

193 

186 

195 

198 

Balchem 

a 

BCP 

14.8 

26 

1.8 

25 

97 

125 

40 

61 

Ballard  Medical  Products 

n 

BMP 

20.7 

96 

24.1 

532 

140 

149 

124 

124 

Barra 

0 

BARZ 

17.9 

65 

8.5 

194 

39 

59 

157 

157 

Barrett  Business  Services 

0 

BBSI 

29.6 

191 

4.9 

109 

133 

135 

164 

174 

Benihana 

0 

BNHN 

18.6 

84 

4.6 

76 

98 

100 

50 

67 

BET  Holdings 

n 

BTV 

20.6 

128 

21.7 

488 

126 

131 

61 

167 

BHC  Financial 

0 

BHCF 

18.8 

92 

17.5 

92 

23 

124 

62 

103 

EW  Blanch  Holdings 

n 

EWB 

34.5 

96 

17.5 

259 

35 

181 

174 

153 

Blimpie  International 

0 

BMPE 

30.4 

35 

4.0 

117 

68 

139 

133 

163 

Brooks  Automation 

0 

BRKS 

24.5 

78 

7.9 

97 

156 

61 

101 

116 

Buckle 

0 

BKLE 

16.8 

190 

11.3 

217 

135 

33 

65 

114 

Bush  Industries 

n 

BSH 

18.5 

245 

17.2 

221 

157 

28 

97 

155 

BWAY 

0 

BWAY 

16.8 

256 

11.7 

115 

101 

170 

169 

168 

CFI  ProServices 

0 

PROI 

20.5 

47 

4.3 

91 

194 

34 

107 

130 

CACI  International 

0 

CACI 

14.8 

245 

9.9 

185 

24 

72 

69 

12 

Cambridge  Technology  Partners 

0 

CATP 

34.2 

161 

16.1 

1,556 

170 

148 

72 

134 

Capitol  Transamerica 

0 

CATA 

15.6 

65 

15.8 

172 

37 

84 

46 

29 

Catalina  Marketing 

n 

POS 

29.7 

142 

23.2 

1,038 

'Includes  all  share  classes.  a:  American  Stock  Exchange.  n:  New  York  Stock  Exchange.  0:  Nasdaq. 
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MUTUAL 
FUNDS 


All  parents  dream  of  their  child  winning  a  college  scholarship. 
But,  obviously,  you  can't  count  on  it.  That's  why,  at  The  Hartford, 
we've  added  mutual  funds  to  our  existing  portfolio  of  investment  products.  They're  a  great  way 
to  plan  for  anything  from  a  second  home  to  a  college  tuition.  It's  also  reassuring  to  know  they're 
managed  by  Wellington  Management  Co.  and  The  Hartford  Investment  Management  Co.,  two 
organizations  with  a  proven  record  of  success. 

So  if  you're  planning  your  child's  future,  look  to  The  Hartford.  After  that,  feel  free  to  invest 
in  an  outdoor  basketball  hoop. 


ITT  HARTFORD  mutual  funds  INC  are  UNDERWRITTEN  BY  HARTFORD  securities  DISTRIBUTION  COMPANY  INC  for  more  complete  information. 
INCLUDING  A  PROSPECTUS  PLEASE  CONTACT  HARTFORD  SECURITIES  DISTRIBUTION  COMPANY.  INC  AT  1-800  445-6385  PLEASE  READ  IT  CAREFULLY  BEFORE 
YOU  INVEST  OR  SEND  MONEY 


No  One's 
Better 
Prepared  for 
Tomorrow. 


ITT  HARTFORD 


VISIT  OUR  WEB  SITE  AT  http://www.itthartford.com 


HHHMNU  IHt  btbl  OlYlHLL  UUFYIKMmta  M  HIYItnlbM 


they  rank  - 

profits 

Company 

Exchange 

Ticker 

5-year 
average 
return  on 

equity 

Sales 

Profits 

Market 

5-year 
average 
ROE 

market 
value 

symbol 

($mil) 

($mil) 

i vi a i  r\c i 

value*  h 
($mil) 

152 

oo 

Cavalier  Homes 

n 

PAV 

17  1°/ 

*0  1  0 

4>  1 1 .  j 

117 

175 

158 

76 

Centennial  Technologies 

a 

CTN 

19.5 

38 

4.9 

390 

65 

86 

94 

57 

Central  Parking 

n 

PK 

25.0 

139 

12.0 

561 

14 

l  on 

156 

122 

Chad  Therapeutics 

a 

CTU 

41.9 

23 

5.0 

198 

51 

10U 

183 

151 

Champion  Industries 

0 

CHMP 

27.3 

55 

3.2 

118 

74 

i  1 1 
in 

AQ 

1*1  Del 

u 

pirr 

99  3 

1J/ 

Q  4 

3.4 

C37 

116 

96 

15 

48 

Cognex 

0 

CGNX 

19.6 

131 

41.1 

638 

58 

169 

125 

95 

Coherent  Communications  Sys 

0 

CCSC 

26.2 

47 

8.5 

285 

81 

30 

31 

135 

Cohu 

0 

COHU 

23.1 

198 

30.7 

172 

177 

1  73 
11 0 

179 

176 

Computational  Systems 

0 

CSIN 

15.3 

45 

3.5 

74 

10U 

29 

lUo 

14  J 

UUIIipulcl  Udld  oyblclllb 

u 

IfUOl 

ifi  3 

10.  J 

OCL 1 

L  J  1 

Q  8 

3.0 

100 

94 

81 

51 

14 

Concord  EFS 

0 

CEFT 

21.1 

147 

21.7 

1,353 

75 

140 

141 

160 

Conso  Products 

0 

CNS0 

24.1 

71 

6.4 

102 

161 

151 

143 

Consolidated  Graphics 

0 

C0GI 

16.3 

94 

5.5 

142 

42 

inc. 

1U  J 

1 

15 

ContiFinancial 

n 

CFN 

29.0 

122 

84.8 

1,343 

1 JU 

188 

18C 

10J 

<J1 
ji 

P AAnor  SL  Phi/an  Tofhnftlnov 

L.uupcr  <x  v^iiydii  iciiiiiuiugy 

u 

mi 

17  3 

1  /  .0 

94 

3  l 

O.l 

319 

O  IL 

178 

111 

134 

144 

CorVel 

0 

CRVL 

15.3 

112 

7.7 

141 

95 

119 

23 

21 

Credit  Acceptance 

0 

CACC 

20.9 

103 

35.7 

1,214 

54 

C4 

93 

162 

Crossmann  Communities 

0 

CR0S 

26.8 

198 

12.1 

98 

166 

1  1  C 
110 

126 

166 

Custom  Chrome 

0 

CSTM 

15.9 

104 

8.5 

93 

104 

25 

17 
i  / 

7n 

realise  ^omirAnHi irtnr 

Lid  Mao  OCllllLUIIUUHUl 

n 

DO 

ic  1 

i  j.  i 

9cn 

£OU 

3Q  8 

O  J.O 

473 

4/0 

158 

178 

170 

175 

Data  Research  Associates 

0 

DRAI 

16.5 

37 

4.3 

75 

34 

184 

144 

111 

Datastream  Systems 

0 

DSTM 

30.5 

27 

5.9 

238 

141 

103 

95 

127 

Day  Runner 

0 

DAYR 

17.9 

125 

11.8 

188 

83 

17fi 

189 

197 

Decorator  Industries 

a 

DH 

22.6 

37 

2.6 

26 

20 

26 

5 

60 

npn^rtmpnt  Sfi 

UC1MI  11 1 IC1 1 1  JU 

p 

DFS 

37.4 

259 

53.2 

547 

198 

114 

96 

123 

DH  Technology 

0 

DHTK 

14.5 

109 

11.8 

198 

66 

60 

57 

59 

Dialogic 

0 

DLGC 

25.0 

191 

19.6 

553 

123 

180 

165 

183 

Elantec  Semiconductor 

0 

ELNT 

19.1 

36 

4.6 

59 

43 

57 

14 

106 

Electroglas 

0 

EGLS 

28.8 

197 

41.7 

248 

134 

36 

5 

q 

Flpptrnnipc  ff\r  Imaoino 

CICL  11  Ul  MCb  IUI  lllldglllg 

0 

Lrll 

18  C 
10. 0 

938 
L  JO 

48  C 
40.  J 

1  789 

I,/ OL 

4 

23 

128 

55 

Fmnlnupp  ^nlntinnc 

UllipiUjCC  OUIUUUM3 

0 

F90.I 
LoUL 

JJ.O 

971 

LI  1 

8  3 
0.0 

CC4 
J04 

50 

138 

127 

65 

FnraH 

0 

97  fi 
L 1 .0 

78 
/  0 

8  C 

O.J 

nn 

31U 

8 

109 

137 

148 

Equity  Marketing 

0 

EMAK 

50.3 

113 

7.1 

127 

27 

73 

12 

46 

ESS  Technology 

0 

ESST 

32.4 

158 

42.3 

657 

142 

58 

129 

170 

Essef 

0 

ESSF 

17.9 

194 

8.3 

89 

110 

88 

71 

69 

Fair,  Isaac  &  Co 

n 

FIC 

19.9 

138 

16.0 

480 

55 

31 

*  33 

7 

Fastenal 

0 

FAST 

26.3 

250 

30.5 

1,812 

22 

177 

191 

172 

First  Commonwealth 

0 

FCWI 

.35.5 

37 

2.3 

83 

136 

22 

18 

3 

FORE  Systems 

0 

FORE 

18.5 

275 

39.3 

3,600 

121 

121 

152 

93 

Gadzooks 

0 

GAOZ 

19.3 

102 

5.5 

303 

17 

197 

199 

190 

Game  Financial 

0 

GFIN 

40.0 

13 

1.3 

46 

Includes  all  share  classes,  a:  American  Stock  Exchange,  n:  New  York  Stock  Exchange.  0:  Nasdaq. 
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Fight  change  all  you  like,  but  change  always  wins.  So  why  not  let  it  work  for  you?  CSX  Intermodal  can  get 
on  on  top  of  things  faster  than  anyone.  We've  pioneered  the  industry's  biggest  advances  ^MJM 
n  customer  service,  equipment,  and  technology.  Built  the  most  extensive  intermodal 
system  east  of  the  Mississippi.  And  put  together  partnerships,  and  our  own  network 
)f  terminals,  so  we  can  service  you  origin  to  destination,  throughout  North  America.  Call  us 

it  1-800-279-6779.  Because  if  you're  ready  for  it,  change  might  even  be  good  for  you.  INTERMODAL 


You're  oiv  it  or 


KANKINU  IHfc  btbl  blYlMLL  UUIYIrHWIcb  IN  HIYltnlUH 


Where  they  rank 

sales  profits 

Company 

Exchange 

Tirkor 

Sales 

Profits 

Market 

5-year 
average 
ROE 

market  ', 
value 

symbol  average 
return  on 
equity 

($mil) 

($mH) 

value* 
($mil) 

124 

93 

43 

34 

Gentex 

0 

GNTX 

19.1% 

$134 

$23.6 

$878 

155 

70 

AC 

4/ 

uiooai  inousines 

0 

fil  Rl 

10.  J 

1fi7 

10/ 

£  J.  J 

O  JO 

17A 
1/4 

c 

87 

Hadco 

o 

HDC0 

15.5 

326 

30.1 

334 

1U  J 

75 

118 

156 

Harmon  Industries 

o 

HRMN 

20.2 

152 

8.9 

115 

7Q 

2 

10 

HealthCare  Compare 

o 

HCCC 

23.6 

232 

74.0 

1,679 

118 

46 

47 

54 

Heartland  Express 

0 

HTLD 

19.5 

211 

22.9 

565 

45 

on 
oU 

JO 

yo 

Helix  Technology 

0 

HPI  X 

9R  *\ 

147 
14/ 

ZD.D 

977 

LI  1 

144 

91 

77 

Jack  Henry  &  Associates 

o 

JKHY 

27.8 

68 

12.3 

381 

62 

118 

136 

142 

Hirsch  International 

o 

HRSH 

25.5 

103 

7.6 

146 

89 

122 

145 

192 

Home  State  Holdings 

0 

H0MS 

22.1 

99 

5.9 

41 

145 

152 

90 

147 

Innovex 

0 

INVX 

17.5 

62 

12.6 

131 

i/y 

10 

10 

1  K 
ID 

Input/Output 

n 

in 

i  o.j 

9Q7 

41.  j 

1  191 

25 

164 

79 

39 

INSO 

o 

INSO 

33.1 

53 

14.5 

726 

169 

142 

87 

27 

Jones  Medical  Industries 

o 

JMED 

15.8 

70 

13.3 

1,108 

38 

130 

159 

199 

JW  Charles  Financial  Services 

o 

K0RP 

29.7 

92 

4.9 

23 

21 

95 

104 

102 

Kenneth  Cole  Productions 

-  ' n 

KCP 

36.5 

133 

10.7 

260 

1  07 

iy/ 

1/17 
14/ 

loU 

1  £Q 
IDS 

Key  Energy  Group 

3 

|\LU 

14.0 

DO 

o.j 

1U  J 

28 

146 

140 

118 

Knight  Transportation 

o 

KNGT 

32.0 

66 

6.6 

213 

114 

200 

196 

193 

Koala 

0 

KARE 

19.8 

8 

1.8 

39 

176 

91 

102 

104 

Kronos 

0 

KR0N 

15.4 

135 

10.9 

251 

63 

89 

88 

52 

Landry's  Seafood  Restaurants 

0 

LDRY 

25.5 

137 

12.9 

577 

1  G9 

loZ 

AQ 

1 1 

A  A 
44 

Lattice  Semiconductor 

0 

10.1 

lV  1 

A1  A 
4j.4 

0/ j 

164 

126 

130 

181 

LCS  Industries 

o 

LCSI 

16.0 

94 

8.1 

63 

128 

128 

89 

75 

Level  One  Communications 

o 

LEVL 

18.7 

92 

12.8 

404 

189 

17 

54 

125 

Life  USA  Holdings 

o 

LUSA 

15.0 

294 

20.7 

190 

84 

10 

4 

24 

Lincare  Holdings 

0 

LNCR 

22.6 

311 

59.9 

1,121 

1 1 1 
in 

Q7 
3/ 

14/ 

1 7 1 
i  j  i 

Longhorn  Steaks 

0 

i  nun 

1  Q  Q 

1 JU 

D.I 

1  7Q 

i/y 

185 

145 

114 

105 

Lunar 

o 

LUNR 

15.1 

67 

9.2 

248 

109 

27 

41 

80 

Lydall 

n 

LDL 

20.0 

257 

24.1 

366 

19 

98 

22 

5 

McAfee  Associates 

o 

MCAF 

38.7 

130 

36.6 

2,368 

163 

37 

49 

109 

McDonald  &  Co  Investments 

n 

MDD 

16.1 

238 

22.5 

244 

102 

71 

59 

41 

Medic  Computer  Systems 

0 

MCSY 

20.5 

162 

18.2 

696 

15 

13 

7 

64 

Medusa 

n 

MSA 

40.8 

299 

47.8 

516 

99 

64 

38 

45 

Mentor 

0 

MNTR 

20.6 

185 

25.4 

671 

153 

183 

162 

128 

Meridian  Diagnostics 

0 

KITS 

17.1 

27 

4.7 

187 

129 

19 

78 

126 

Merrill 

0 

MRU. 

18.7 

284 

14.8 

189 

107 

199 

198 

196 

Mesa  Laboratories 

0 

MLAB 

20.1 

8 

1.7 

29 

127 

7 

27 

43 

Methode  Electronics 

0 

METHA 

18.8 

318 

33.7 

680 

2 

141 

181 

186 

Metrotrans 

0 

MTRN 

100.0  + 

70 

3.4 

54 

137 

16 

10 

18 

Microchip  Technology 

0 

MCHP 

18.4 

296 

44.4 

1,294 

9 

90 

119 

62 

Miller  Industries 

n 

MLR 

46.6 

135 

8.9 

523 

46 

196 

194 

195 

Mity-Lite 

0 

MITY 

28.5 

16 

2.0 

30 

"Includes  all  share  classes,  a:  American  Stock  Exchange.  n:  New  York  Stock  Exchange.  0:  Nasdaq. 
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e  cfslilolMMMiUlMMZl 

of  the'air. 1 — - 


(this  is  the  exception) 


A  remote  keyless  entry  device 
can  unlock  your  car  door  from  a 
distance,  right? 

So  a  thief  lurking  nearby  with 
a  special  receiver  can  pick  up  the 
signal,  record  it,  and  re-send  it  later 
to  unlock  the  car,  right? 
Wrong. 

If  it's  the  new  UT  Automotive 
Remote  Keyless  Entry  System -which 
changes  the  message  sent  after  each  use  -  the  signal  the  thief  recorded  is  useless. 

United  Technologies  makes  these  systems  for  GM,  Nissan,  Honda  and  Isuzu.  If  you  own 
or  lease  one  of  their  new  cars,  you  may  already  have  our  remote  keyless  entry  system. 
And  if  you're  a  car  thief?  Tough  luck. 


I: 


%  United 
Technologies 


Otis    Carrier    Pratt  &  Whitney    Sikorsky    Hamilton  Standard    UT  Automotive 


HHNIVIMj  lift  Pta I  diyihll  wumrHmco  in  HmcniuH 


' 

Exchange 

Ticker 
symbol 

5-year 

Sales 
(Smil) 

Profits 
(Smil) 

Market 
value* 

ley  rank  - 

profits 

market 

company 

average 

* 

rptnrn  on 

($mih 

average 
ROE 

vaiue  ij 

1  C IUI 1 1  wl  1 

equity 

78 

CD 

92 

Marfan  Keepan 

rj 

MOR 

23.7% 

$301 

$33.9 

$308 

190 

165 

172 

180 

Motorcar  Parts  &  Accessories 

0 

MPAA 

15.0 

52 

4.2 

65 

53 

65 

53 

53 

National  Instruments 

0 

NATI 

27.2 

181 

20.8 

572 

147 

162 

188 

97 

National  TechTeam 

0 

TEAM 

17.4 

54 

3.0 

278 

76 

174 

171 

112 

Natural  MicroSystems 

0 

NMSS 

24.0 

41 

4.3 

234 

JO 

40 

80 

79 

Nature's  Sunshine  Products 

0 

NATR 

26.3 

232 

14.5 

368 

154 

2 

20 

17 

Nautica  Enterprises 

0 

NAUT 

17.1 

340 

37.0 

1,318 

61 

1  A 

14 

52 

100 

NCI  Building  Systems 

0 

BLDG 

25.7 

299 

21.6 

266 

199 

50 

21 

31 

Network  General 

0 

NETG 

14.5 

201 

36.9 

1,010 

180 

134 

135 

113 

NFO  Research 

0 

NF0R 

15.3 

89 

7.7 

222 

13 

133 

84 

117 

NN  Ball  &  Roller 

0 

NNBR 

42.5 

90 

13.6 

214 

139 

179 

182 

187 

Nobility  Homes 

0 

N0BH 

18.1 

36 

3.3 

53 

67 

101 

200 

200 

Nortech  Systems 

0 

NSYS 

24.7 

23 

1.3 

13 

191 

38 

67 

81 

O'Reilly  Automotive 

0 

ORLY 

15.0 

232 

16.8 

360 

7 

48 

9 

11 

Oakley 

n 

00 

53.2 

202 

46.2 

1,611 

72 

143 

163 

132 

On  Assignment 

o 

ASGN 

24.3 

69 

4.7 

174 

5 

158 

161 

154 

OnTrak  Systems 

0 

0NTK 

57.5 

56 

4.8 

117 

60 

1  £K 

98 

169 

Opal 

0 

OPAL 

25.8 

58 

11.6 

89 

41 

11 

82 

28 

Papa  John's  International 

0 

PZZA 

29.4 

308 

14.3 

1,042 

175 

47 

64 

72 

Paxar 

n 

PXR 

15.5 

208 

17.3 

460 

195 

78 

83 

150 

Penn  Engineering  &  Mfg 

n 

PNN 

14.8 

150 

13.8 

122 

165 

8 

16 

1 

PeopleSoft 

0 

PSFT 

16.0 

317 

40.2 

4,391 

40 

1  09 

184 

184 

Performance  Technologies 

0 

PTIX 

29.6 

22 

3.2 

58 

90 

77 

122 

50 

PMT  Services 

0 

PMTS 

21.5 

150 

8.6 

631 

47 

110 

73 

120 

Poe  &  Brown 

0 

POBR 

28.5 

113 

15.5 

211 

112 

24 

153 

146 

Pomeroy  Computer  Resources 

0 

PMRY 

19.9 

265 

5.5 

132 

73 

168 

109 

99 

Pre-Paid  Legal  Services 

a 

PPD 

24.2 

48 

9.8 

274 

125 

155 

179 

Prima  Energy 

0 

PENG 

19.0 

22 

5.2 

69 

74 

153 

117 

78 

Project  Software  &  Development 

0 

PSDI 

24.2 

62 

9.0 

372 

182 

42 

48 

35 

Regal  Cinemas 

0 

REGL 

15.2 

218 

22.9 

862 

130 

18 

25 

84 

Regal-Beloit 

3 

RBC 

18.7 

292 

34.5 

340 

69 

123 

142 

165 

RehabCare  Group 

0 

RHBC 

24.5 

98 

6.1 

94 

18 

i  J  j 

103 

20 

Remedy 

o 

RMDY 

39.0 

55 

10.8 

1,244 

183 

107 

76 

138 

Republic  Group 

n 

RGC 

15.2 

118 

14.9 

159 

122 

52 

132 

139 

Res-Care 

0 

RSCR 

19.2 

200 

80 

157 

159 

102 

74 

73 

Respironics 

0 

RESP 

16.5 

126 

15.3 

445 

106 

67 

66 

30 

Rexall  Sundown 

0 

RXSD 

20.2 

177 

16.9 

1,014 

103 

104 

115 

149 

Right  Management  Consultants 

0 

RMCI 

20.4 

123 

9.2 

127 

57 

151 

176 

85 

Romac  International 

0 

ROMC 

26.3 

64 

3.9 

340 

32 

44 

32 

38 

Roper  Industries 

0 

ROPR 

30.7 

214 

30.6 

727 

11 

157 

116 

90 

RTW 

0 

RTWI 

44.6 

57 

9.1 

316 

70 

30 

100 

74 

Rural  Metro 

0 

RURL 

24.5 

250 

11.5 

423 

"Includes  all  share  classes,  a-.  American  Stock  Exchange,  n:  New  York  Stock  Exchange.  0:  Nasdaq. 
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JThe  World's  Finest  Digital  Colors  Have  A  New  Name 


icio  Color 


ij  The  Future  Of  Digital  Imaging 

1  Welcome  to  the  Aficio  Color  series.  From  Ricoh.  Vibrant  color 
'      that  delivers  eye-catching  presentations.  Connectable  color  copiers 
that  turn  the  world's  smallest  toner  particles  into  the  world's  finest 
colors.  Digital  brainpower  that  offers  a  whole  new  array  of  image-manipula- 
tion and  document-handling  options.  Effortless.  Reliable.  Digital.  And  affordable. 
Come  see  the  Aficio  Color  series  from  Ricoh.  See  what  we  can't  show  you  here.  A  real 
Aficio  color  copy.  Call  1  800  63  RICOH.  Or  online  at  http://www.ricoh.com 


£j  19%  Rkoh  (  i.rporjlu: 


iumrHMtd  in  HmcnibH 


Where  they  rank 

sales  profits 

Exchange 

Ticker 

5-year 

Sales 

Profits 

Market 

5-year 
average 
ROE 

market 
•  value  'f. 

■  vVllffMflljK. 

symbol 

average 
return  on 
equity 

($mil) 

($mil) 

value* 
($mil) 

1 

92 

55 

66 

Safeskin 

0 

oroft 

i  on  o  i  o/ 
1UU.U  +/o 

q>  i  J4 

ton  o 

5>oU/ 

AA 
44 

K0 

O.Q 

03 

inhn  Knits 

n 

SJK 

28.6 

190 

24.7 

827 

131 

166 

193 

140 

SCB  Computer  Technology 

0 

SCBI 

18.7 

51 

2.1 

151 

181 

1 

63 

119 

Scotsman  Industries 

n 

SCT 

15.3 

348 

17.5 

213 

26 

137 

138 

115 

Seattle  FilmWorks 

0 

F0T0 

32.8 

79 

6.9 

218 

192 

171 

120 

22 

Security  Dynamics  Technologies 

0 

cnTi 
bUII 

1  C  0 

15. U 

A  C 

4b 

0  7 
O./ 

1    1  07 
1,19/ 

ifi3 

loo 

148 

164 

^prla  Snprialtv  Packapinf? 

o 

SSPC 

21.4 

54 

5.7 

96 

77 

154 

139 

89 

Serologicals 

0 

SER0 

24.0 

59 

6.9 

320 

151 

63 

68 

110 

Simpson  Manufacturing 

0 

SMC0 

17.2 

186 

16.3 

240 

186 

117 

121 

136 

Sinter  Metals 

n 

SNM 

15.1 

103 

8.7 

164 

30 

189 

160 

171 

Smith  Micro  Software 

0 

Ch/ICI 

oMol 

O  1  c 

3  Lb 

oo 
a 

A  O 

4.y 

oo 
oo 

171 

1/1 

112 

75 

58 

Sndak  Gaminp 

o 

S0DK 

15.6 

112 

15.3 

557 

48 

45 

19 

37 

Sofamor  Danek  Group 

n 

SDG 

28.1 

212 

39.3 

733 

148 

85 

77 

83 

Sonic 

0 

S0NC 

17.4 

142 

14.9 

342 

88 

120 

186 

178 

SOS  Staffing  Services 

0 

SOSS 

22.3 

102 

3.1 

71 

6 

21 

85 

101 

Southern  Energy  Homes 

0 

otrll 

LA  O 

547 

000 

lav 

1  0  c 

1J.5 

OC  A 

16 

132 

44 

26 

SnppHwav  Mntnrsnorts 

TRK 

40.7 

90 

23.6 

1,109 

100 

187 

166 

189 

Stephan 

a 

TSC 

20.6 

25 

4.6 

50 

113 

53 

56 

25 

Steris 

0 

STRL 

19.9 

199 

20.0 

1,110 

138 

4 

106 

173 

Sterling  Electronics 

n 

SEC 

18.2 

334 

10.5 

82 

1  70 
ill 

c 

0 

0 
0 

b 

Synopsys 

0 

CMDC 

1  C  C 

15. b 

000 

Hi 

AC  O 

4b.  j 

1  one 
l,9Ub 

82 

198 

187 

158 

Synthetech 

o 

NZYM 

22.9 

10 

3.1 

105 

85 

161 

123 

107 

Techne 

0 

TECH 

22.5 

55 

8.6 

246 

167 

87 

60 

96 

Tecnol  Medical  Products 

0 

TCNL 

15.9 

139 

17.7 

281 

187 

113 

167 

133 

Tessco  Technologies 

0 

TESS 

15.1 

110 

4.6 

174 

9d 

cc 

00 

1  1  0 

oc 

00 

letra  lech 

0 

WAIK 

OlO 

il.i 

1  oo 
190 

O  A 

b.4 

007 

HI 

96 

185 

192 

191 

Timberline  Software 

o 

TMBS 

20.8 

26 

2.2 

45 

120 

20 

30 

2 

Total  System  Services 

n 

TSS 

19.4 

283 

30.8 

3,717 

33 

41 

35 

68 

Toy  Biz 

n 

TBZ 

30.7 

222 

29.0 

482 

92 

106 

173 

94 

Ultrak 

0 

ULTK 

21.4 

119 

4.2 

302 

CA 
b4 

1  C7 
10/ 

1  7Q 
I/O 

1  C  1 

UniMark  Group 

0 

l  immp 
UNMb 

OC  0 

A  O 

49 

O  7 
i.l 

i  no 

1  AC 

14b 

1  OO 

1  CA 

100 

108 

United  Dental  Care 

0 

UDCI 

17.5 

92 

5.5 

0  A  C 

24b 

Li 

0 
3 

07 

61 

/in 
4U 

United  Video  Satellite  Group 

0 

UVoGA 

0  1  o 

31.9 

ooc 

33b 

oc  c 

2b. 5 

7m 
/Ul 

on 

o7 

oc 

8b 

00 

82 

Urban  Outfitters 

0 

URBN 

23.5 

145 

13.5 

347 

36 

94 

131 

56 

USA  Detergents 

0 

USAD 

30.1 

133 

8.1 

563 

115 

136 

168 

177 

Varsity  Spirit 

0 

VARS 

19.7 

80 

4.5 

71 

143 

150 

190 

194 

Vaughn  Communications 

0 

VGHN 

17.9 

65 

2.6 

33 

200 

101 

110 

141 

Viewlogic  Systems 

0 

VIEW 

14.5 

127 

9.7 

150 

168 

79 

81 

88 

Vitalink  Pharmacy  Services 

0 

VTLK 

15.9 

149 

14.4 

330 

149 

108 

149 

63 

Wackenhut  Corrections 

n 

WHC 

17.4 

116 

5.7 

522 

108 

68 

3 

23 

Watson  Pharmaceuticals 

0 

WATS 

20.1 

175 

66.3 

1,195 

52 

195 

143 

137 

Wireless  Telecom  Group 

a 

WTT 

27.3 

19 

6.1 

161 

includes  all  share  classes,  a:  American  Stock  Exchange.  n:  New  York  Stock  Exchange.  O:  Nasdaq 
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Ask   the   top   level   executives   you   know   about  life 


insurance    and    chances    are    they'll    tell    you  about 


Northwestern  Mutual  Life.  Why?  For  one  thing,  it's  the 


■  III  *% 


|j  Does  Your  Boss  Know  Something  You  Don't? 


"I  II 


In 
L 


mm  m\ 

mm  VI 

mm  1 

5^  I 


company  that  has  always  received  the  highest  possible 


ratings  for  financial  strength  and  security  from  Standard 


&  Poor's,  Moody's,  A.M.  Best  and  Duff  &  Phelps.  If  your 

I  It 


boss  won't  let  you  in  on  the  other  reasons,  his  agent  will. 


"V  i 

Have  you  heard  from  The  ^     11  LCI  Company 

Northwestern 
Mutual  Life® 


http://www.N0rthwesternM1m1.il. com/husiness 


Where  to  find  the 
best  small  companies 
in  America 


Aames  Financial 

3731  Wilshire  Boulevard 
Los  Angeles,  CA  90010 
213-351-6100  Gary  K  Judis 


ABR  Information  Services 

34125  US  Highway  19  North 
Palm  Harbor,  FL  34684 
813-785-2819  James  E  MacDougald 


Adtran 

901  Explorer  Boulevard 
Huntsville,  AL  35806 
205-971-8000  Mark  C  Smith 


Ag  Services  of  America 

PO  Box  668 

Cedar  Falls,  IA  50613 

319-277-0261  Gaylen  D  Miller 


Alternative  Resources 

75  Tri-State  International,  Suite  100 
Lincolnshire,  IL  60069 
847-317-1000  Larry  I  Kane 

American  Homestar 

2450  South  Shore  Boulevard,  Suite  300 
League  City,  TX  77573 
713-334-9700  Finis  F  Teeter 

Amresco 

900  North  Pearl  Street,  Suite  1700 
Dallas,  TX  75201 
214-943-7700  Robert  H  Lutz  Jr 

Amrion 

6565  Odell  Place 
Boulder,  CO  80301 
303-530-2525  Mark  S  Crossen 


Analytical  Surveys 

1935  Jamboree  Drive 
Colorado  Springs,  CO  80920 
719-593-0093  Sidney  V  Corder 


APAC  TeleServices 

One  Parkway  North  Center,  Suite  510 

Deerfield,  IL  60015 

847-945-0055  Theordore  G  Schwartz 


Apollo  Group 

4615  East  Elwood  Street 
Phoenix,  AZ  85040 
602-966-5394  John  G  Sperling 


Aspect  Telecommunications 

1730  Fox  Drive 
San  Jose,  CA  95131 
408-325-2200  James  R  Carreker 


Aspen  Technology 

Ten  Canal  Park 
Cambridge,  MA  02141 
617-577-0100  Lawrence  B  Evans 


Autocam 

4070  East  Paris  Avenue 
Kentwood,  Ml  49512 
616-698-0707  John  C  Kennedy 


Balchem 

PO  Box  175 

Slate  Hill,  NY  10973 

914-355-5300  Herbert  D  Weiss 


Ballard  Medical  Products 

12050  South  Lone  Peak  Parkway 
Draper,  UT  84020 
801-572-6800  Dale  H  Ballard 


Barra 

1995  University  Avenue,  Suite  400 
Berkeley,  CA  94704 
510-548-5442  Andrew  Rudd 


Barrett  Business  Services 

4724  SW  Macadam  Avenue 
Portland,  OR  97201 
503-220-0988  William  W  Sherertz 


Benihana 

8685  Northwest  53rd  Terrace 
Miami,  FL  33102 
305-593-0770  Joel  A  Schwartz 


BET  Holdings 

1900  W  Place  NE 
Washington,  DC  20018 
202-608-2000  Robert  L Johnson 


BHC  Financial 

One  Commerce  Square,  2005  Market  Street 
Philadelphia,  PA  19103 
215-636-3000  William  T  Spane 

EW  Blanch  Holdings 

3500  West  80th  Street 
Minneapolis,  MN  55431 
612-835-3310  Edgar  W  Blanch,  Jr 

Blimpie  International 

740  Broadway 
New  York,  NY  10003 
212-673-5900  Anthony  P  Conza 

Brooks  Automation 

15  Elizabeth  Drive 
Chelmsford,  MA  01824 
508-262-2400  Robert  J  Therrien 

Buckle 

2407  West  24th  Street 
Kearney,  NE  68847 
308-236-8491  Daniel  J  Hirschfield 

Bush  Industries 

One  Mason  Drive 
Jamestown,  NY  14701 
716-665-2000  Paul S  Bush 

BWAY 

8607  Roberts  Drive,  Suite  250 
Atlanta,  GA  30350 
770-587-0888  Warren  J  Hayford 

CFI  ProServices 

400  SW  Sixth  Avenue 
Portland,  OR  97204 
503-274-7280  Matthew  W  Chapman 


CACI  International 

1100  North  Glebe  Road 
Arlington,  VA  22201 
703-841-7800  J  Phillip  London 


Cambridge  Technology  Partners 

304  Vassar  Street 
Cambridge,  MA  02139 
617-374-9800  James  K  Sims 
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While  keeping  eyes  focused 
outside  the  airplane,  the 
pilot  looks  through  a  screen 
that  shows  every  vital  flight 
display — including  wind- 
shear  avoidance  cues  and 
TCAS  alerts. 

This  dramatic  technology 
flies  on  every  new  Dassault 
fighter.  Now,  you  can  order  it  on  your  Falcon  2000  or  900EX. 

Our  exclusive  Flight  Dynamics  HGS-2850  is  the  most  advanced 
Head-up  Guidance  System  ever  offered  on  a  business  jet — and  the 
only  one  capable  of  providing  full  guidance  to  touchdown.  Besides 
allowing  Cat.  111(a)  all-weather  landings,  it  helps  a  pilot  fly  more 
smoothly  and  precisely  than  with  conventional  ADI/HSI  systems. 

We  believe  that  a  business  jet  must  do  everything  well.  And,  with 
HGSf  your  Falcon  will  help  you  see  into  the  next  century.  To  learn 
more,  contact  John  Rosanvallon  in  the  U.S.  at  (201)  967-2746  or 
Jean-Claude  Bouxin  in  Paris  at  (331)  40-83-93-08. 

FALCON  2000 — FIRST  WITH 
HEAD-UP  GUIDANCE 


wntnc  iu  nwu  in 


ihll  uunirHniLJ  in  HmcniuH 


Capitol  Transamerica 

4610  University  Avenue 
Madison,  Wl  53705 
608-231-4450  George  A  Fait 

C  onso  Products 

513  North  Duncan  Bypass 

Union,  SC  29379 

864-427-9004  S  Duane  Southerland  Jr 

DH  Technology 

15070  Avenue  of  Science 
San  Diego,  CA  92128 
619-451-3485  William  H  Gibbs 

Catalina  Marketing 

11300  Ninth  Street  North 
St  Petersburg,  FL  33716 
813-579-5000  George  W  Off 

Consolidated  Graphics 

2210  West  Dallas  Street 
Houston,  TX  77019 
713-529-4200  Joe  R  Davis 

Dialogic 

1515  Route  10 
Parsippany,  NJ  07054 
201-993-3000  Howard  G  Bubb 

Cavalier  Homes 

US  Highway  41  North  and  Cavalier  Road 
Addison,  AL  35540 
205-747-1575  Jerry  F  Wilson 

ContiFinancial 

277  Park  Avenue 
New  York,  NY  10172 
212-207-2800  James  E  Moore 

Elantec  Semiconductor 

1996  Tarob  Court 
Milpitas,  CA  95035 
408-945-1323  David  O'Brien 

Centennial  Technologies 

37  Manning  Road 
Billerica,  MA  01821 
508-670-0646  Emanuel  Pinez 

Cooper  &  Chyan  Technology 

1601  Saratoga-Sunnyvale  Road,  Suite  255 
Cupertino,  CA  95014 
408-366-6966  John  R  Harding 

Electroglas 

2901  Coronado  Drive 
Santa  Clara,  CA  95054 
408-727-6500  Curtis  S  Wozniak 

Central  Parking 

2401  21st  Avenue  South,  Suite  200 
Nashville,  TN  37212 
615-297-4255  Monroe  J  Carell  Jr 

CorVel 

1920  Main  Street,  Suite  1090 
Irvine,  CA  92614 
714-851-1473  V  Gordon  demons 

Electronics  for  Imaging 

2855  Campus  Drive 
San  Mateo,  CA  94403 
415-286-8600  DanJAvida 

Chad  Therapeutics 

21622  PI  ummer  Street 
Chatsworth,  CA  91311 
818-882-0883  Charles  R  Adams 

Credit  Acceptance 

25505  West  Twelve  Mile  Road 
Southfield,  Ml  48034 
810-353-2700  Donald  A  Foss 

Employee  Solutions 

2929  East  Camelback  Road,  Suite  220 
Phoenix,  AZ  85016 
602-955-5556  Marvin  D  Brody 

Champion  Industries 

2450-90  First  Avenue 
Huntington,  WV  25703 
304-528-2791  Marshall  T  Reynolds 

Crossmann  Communities 

9202  North  Meridian,  Suite  300 
Indianapolis,  IN  46260 
317-843-9514  John  B  Scheumann 

Encad 

6059  Cornerstone  Court,  West 
San  Diego,  CA  92121 
619-452-0882  David  A  Purcell 

Ciber 

5251  DTC  Parkway,  Suite  1400 
Englewood,  CO  80111 
303-220-0100  Bobby  G  Stevenson 

Custom  Chrome 

16100  Jacqueline  Court 
Morgan  Hill,  CA  95037 
408-778-0500  Ignatius  J  Panzica 

Equity  Marketing 

131  South  Rodeo  Drive 
Beverly  Hills,  CA  90212 
310-887-4300  Stephen  P  Robeck 

Cognex 

One  Vision  Drive 
Natick,  MA  01760 
508-650-3000  Robert  J  Shillman 

Dallas  Semiconductor 

4401  South  Beltwood  Parkway 
Dallas,  TX  75244 
972-371-4000  Charles  V  Prothro 

ESS  Technology 

48401  Fremont  Boulevard 
Fremont,  CA  94538 
510-226-1088  Fred  SLChan 

Coherent  Communications  Sys 

44084  Riverside  Parkway 
Leesburg,  VA  20176 
703-729-6400  Daniel  L  McGinnis 

Data  Research  Associates 

1276  North  Warson  Road 
St  Louis,  MO  63132 
314-432-1100  Michael  J  Mellinger 

Essef 

220  Park  Drive 
Chardon,  OH  44024 
216-286-2200  Thomas  B  Waldin 

Cohu 

5755  Kearny  Villa  Road 
San  Diego,  CA  92123 
619-277-6700  Charles  A  Schwan 

Datastream  Systems 

50  Datastream  Plaza 
Greenville,  SC  29605 
864-422-5001  Larry  G  Blackwell 

Fair,  Isaac  &  Co 

120  North  Redwood  Drive 
San  Rafael,  CA  94903 
415-472-2211  Larry  E  Rosenberger 

Computational  Systems 

835  Innovation  Drive 
Knoxville.TN  37932 
423-675-2110  Ronald  G  Canada 

Day  Runner 

15295  Alton  Parkway 
Irvine,  CA  92618 
714-680-3500  Mark  A  Vidovich 

Fastenal 

2001  Theurer  Boulevard 
Winona,  MN  55987 
507-454-5374  Robert  A  Kierlin 

Computer  Data  Systems 

One  Curie  Court 
Rockville,  MD  20850 
301-921-7000  Peter  A  Bracken 

Decorator  Industries 

10011  Pines  Boulevard 
Pembroke  Pines,  FL  33024 
954-436-8909  William  A  Bassett 

First  Commonwealth 

444  North  Wells  Street,  Suite  600 
Chicago,  IL  60610 

312-644-1800  Christopher  C  Multhauf 

Concord  EFS 

2525  Horizon  Lake  Drive,  Suite  120 
Memphis,  TN  38133 
901-371-8000  Dan  M  Palmer 

Department  56 

6436  City  West  Parkway 
Eden  Prairie,  MN  55344 
612-944-5600  Edward  R  Bazinet 

FORE  Systems 

174  Thorn  Hill  Road 
Warrendale,  PA  15086 
412-772-6600  Eric  C  Cooper 
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TOSHIBA  TECHNOLOGY  SETS  THE  STANDARD. 


Vision.  It  separates  the  leaders  from 
the  followers.  It's  also  given  Toshiba  a 
different  perspective  on  multimedia 
from  the  beginning.  This  unique  view 
has  enabled  us  to  breathe  life  into 
a  range  of  exciting  products  that  once 
existed  only  in  the  imagination.  We're 
proud  to  have  started  a  revolution 
that  will  help  to  define  the  future.  But 
it's  only  just  begun.  Get  ready  for 
the  ride  of  your  life. 


MPACT  is  a  trademark  o)  Chromatic  Research,  Inc 


In  Touch  with  Tomorrow 

TOSHIBA 

http  ://www.tosh  iba.com 

►► 


Toshiba  Multimedia 


Imagine  transforming  your  PC  into  a  robust 
entertainment,  information  and  communi- 
cations nerve  center.  A  place  where  thrilling 
3D  games  meet  spectacular  graphics. 
Movies  merge  with  music.  And  videophone 
and  faxing  capabilities  are  just  a  keystroke 
away.  Now  imagine  doing  it  all  with  just 
one  chip.  That's  what  the  new  MPACT™ 
media  processor  makes  possible.  Developed 
by  Toshiba  and  Chromatic  Research,  Inc., 
this  little  powerhouse  delivers  all  the 
advanced  functions  that  previously  required 
multiple  add-on  boards.  Amazed?  Don't  be. 
Just  call  1-800-879-4963. 


panes  in  America 


Gadzooks 

4801  Spring  Valley  Road  Suite  108B 
Dallas,  TX  75244 

214-991-5500  Gerald  R  Szczepanski 


Game  Financial  Corp 

10911  West  Highway  55,  Suite  205 
Minneapolis.  MN  55441 
612-544-  0062  Gary  A  Dachis 


Gentex 

600  North  Centennial  Street 
Zeeland,  Ml  49464 
616-772-1800  Fred  T  Bauer 


Global  Industries 

107  Globai  Circle 
Lafayette,  LA  70503 
318-989-0000  William  J  Dore 


Hadco 

12A  Manor  Parkway 
Salem,  NH  03079 
603-898-8000  Andrew  E  Lietz 


Harmon  Industries 

1300  Jefferson  Court 
Blue  Springs,  MO  64015 
816-229-3345  Bjorn  E  Olsson 


HealthCare  Compare 

3200  Highland  Avenue 
Downers  Grove,  IL  60515 
708-241-7900  James  C  Smith 


Heartland  Express 

2777  Heartland  Drive 
Coralville,  IA  52241 
319-645-2728  Russell  A  Gerdin 


Helix  Technology 

Nine  Hampshire  Street 
Mansfield,  MA  02048 
508-337-5111  Robert  J  Lepofsky 


Jack  Henry  &  Associates 

PO  Box  807 
Monett,  MO  65708 
417-235-6652  Michael  E  Henry 


Hirsch  International 

200  Wireless  Boulevard 
Hauppauge,  NY  11788 
516-436-7100  Henry  Arnberg 


Home  State  Holdings 

Three  South  Revmont  Drive 
Shrewsbury,  NJ  07702 
908-935-2600  Mark  S  Vaughn 


Innovex 

1313  Fifth  Street  South 
Hopkins,  MN  55343 
612-938-4155  Thomas  W  Haley 


Input/Output 

11104  West  Airport  Boulevard 
Stafford,  TX  77477 
713-933-3339  Gary  D  Owens 


INSO 

3 1  St  James  Avenue 
Boston,  MA  02116 

617-753-6500  Steven  R  Vana-Paxhia 


Jones  Medical  Industries 

1945  Craig  Road 
St  Louis,  MO  63146 
314-576-6100  Dennis  M  Jones 


Kenneth  Cole  Productions 

152  West  57th  Street 
New  York,  NY  10019 
212-265-1500  Kenneth  D  Cole 


Key  Energy  Group 

Two  Tower  Center 

East  Brunswick,  NJ  08816 

908-247-4822  Francis  D  John 


Knight  Transportation 

5601  West  Buckeye  Road 
Phoenix,  AZ  85043 
602-269-2000  Kevin  P  Knight 


Koala 

11600  East  53rd  Avenue 
Denver,  CO  80239 
303-574-1000  Mark  A  Betker 


Kronos 

400  Fifth  Avenue 
Waltham,  MA  02154 
617-890-3232  Mark  S  Ain 


Lattice  Semiconductor 

5555  NE  Moore  Court 
Hillsboro,  OR  97124 
503-681-0118  Cyrus  Y  Tsui 


LCS  Industries 

120  Brighton  Road 
Clifton,  NJ  07012 
201-778-5588  Arnold  J  Scheine 


Level  One  Communications 

9750  Goethe  Road 
Sacramento,  CA  95827 
916-855-5000  Robert  S  Pepper 


Lincare  Holdings 

19337  US  19  North,  Suite  500 
Clearwater,  FL  34624 
813-530-7700  James  T  Kelly 


Longhorn  Steaks 

8215  Roswell  Road 
Atlanta,  GA  30350 
770-399-9595  Richard  E  Rivera 


Lunar 

313  West  Beltlme  Highway 
Madison,  Wl  53713 
608-274-2663  Richard  B  Mazess 


JW  Charles  Financial  Services 

980  North  Federal  Highway,  Suite  210 
Boca  Raton,  FL  33432 
407-338-2600  Marshall  T  Leeds 


Lydall 

One  Colonial  Road 
Manchester,  CT  06045 
860-646-1233  Leonard  R  Jaskol 


McAfee  Associates 

2710  Walsh  Avenue 
Santa  Clara,  CA  95051 
408-988-3832  William  L  Larson 


McDonald  &  Co  Investments 

800  Superior  Avenue 
Cleveland,  OH  44114 
216-443-2300  William  B  Summers  Jr 


Medic  Computer  Systems 

8601  Six  Forks  Road,  Suite  300 
Raleigh,  NC  27615 
919-847-8102  John  P  McConnell 


Medusa 

3008  Monticello  Boulevard 
Cleveland  Heights,  OH  44118 
216-371-4000  Roberts  Evans 


Mentor 

5425  Hollister  Avenue 
Santa  Barbara,  CA  93111 
805-681-6000  Christopher  J  Conway 


Landry's  Seafood  Restaurants 

1400  Post  Oak  Boulevard,  Suite  1010 
Houston,  TX  77056 
713-850-1010  Tilman  J  Fertitta 


Meridian  Diagnostics 

3471  River  Hills  Drive 
Cincinnati,  OH  45244 
513-271-3700  William  J  Motto 


Merrill 

One  Merrill  Circle 
St  Paul,  MN  55108 
612-646-4501  John  W  Castro 


Mesa  Laboratories 

12100  West  Sixth  Avenue 
Lakewood,  CO  80228 
303-987-8000  Luke  R  Schmieder 


Methode  Electronics 

7444  West  Wilson  Avenue 
Chicago,  IL  60656 
708-867-9600  William  J  McGinley 


Life  USA  Holdings 

300  South  Highway  169 
Minneapolis,  MN  55426 
612-546-7386  Robert  W  MacDonald 


Metrotrans 

777  Greenbelt  Parkway 
Griffin,  GA  30223 
770-229-5995  D  Michael  Walden 


Microchip  Technology 

2355  West  Chandler  Boulevard 
Chandler,  AZ  85224 
602-786-7200  Steve  Sanghi 
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It's  been  an  expansive  century. 

ALLTELs  roots  in  local  telephone  service  started  hack  in  the  early  1900s.  Today, 
ALLTEL  is  a  member  of  the  S&P  500  and  a  Forbes  500  leader,  noted  for  its  diversified  busi- 
ness and  high-tech  capabilities.  With  operations  in  telephone,  cellular  and  information  services. 
ALLTEL  now  does  business  throughout  the  I  nited  States  and  the  world. 

By  intelligently  expanding  our  business  base,  we  re  well-balanced  to  meet  the  needs  of 


the  nexl  century. 


For  more  information  on  ALLTEL,  call  (501)  661-8999. 


imjthi  minimum 


ALL  COMPANIES  IN  AMERICA 


Miller  Industries 

900  Circle  75  Parkway 
Atlanta,  GA  30339 
770-988-0797  William  G  Miller 


Mity-Lite 

1301  West  400  North 
Orem,  UT  84057 
801-224-0589  Gregory  L  Wilson 


Morgan  Keegan 

50  North  Front  Street 
Memphis,  TN  38103 
901-524-4100  Alien  e  Morgan  Jr 


Motorcar  Parts  &  Accessories 

2727  Maricopa  Street 
Torrance,  CA  90503 
310-212-7910  Mel  Marks 


National  Instruments 

6504  Bridge  Point  Parkway 
Austin,  TX  78730 
512-794-0100  James  J  Truchard 


National  TechTeam 

22000  Garrison  Avenue 
Dearborn,  Ml  48124 
313-277-2277  William  FCoyroJr 


Nature's  Sunshine  Products 

75  East  1700  South 
Provo,  UT  84606 
801-342-4300  Kristine  F  Hughes 


Nautica  Enterprises 

40  West  57th  Street 
New  York,  NY  10019 
212-541-5990  Harvey  L  Sanders 


NCI  Building  Systems 

PO  Box  40220 
Houston,  TX  77240 
713-466-7788  Johnie  Schulte  Jr 


Network  General 

4200  Bohannon  Drive 
Menlo  Park,  CA  94025 
415-473-2000  Leslie  G  Denend 


NFO  Research 

2  Pickwick  Plaza 
Greenwich,  CT  06830 
203-629-8888  William  E  Lipner 


NN  Ball  &  Roller 

800  Tennessee  Road 
Erwin.TN  37650 
423-743-9151  Richard  D  Ennen 


Nobility  Homes 

3741  Southwest  7th  Street 
Ocala,  FL  34474 
352-732-5157  Terry  E  Trexler 


^crtech  Systems 
641  East  Lake  Street,  Suite  244 
A'ayzata.MN  55391 
612-473-0833  Quentin  E  Finkelson 

O'Reilly  Automotive 

233  South  Patterson 
Springfield,  MO  65802 
417-862-6708  David  E  O'Reilly 

Oakley 

10  Holland 
Irvine,  CA  92718 
714-951-0991  Mike  Parnell 

On  Assignment 

26651  West  Agoura  Road 
Calabasas,  CA  91302 
818-878-7900  H  Tom  Buelter 

OnTrak  Systems 

1010  Rincon  Circle 
San  Jose,  CA  95131 
408-577-1010  James  W  Bagley 


Opal 

3203  Scott  Boulevard 
Santa  Clara,  CA  95054 
408-727-6060  Rati  Yizhar 


Natural  Microsystems 

8  Erie  Drive 
Natick,  MA  01760 
508-650-1300  Robert  P  Schechter 


Paxar 

105  Corporate  Park  Drive 
White  Plains,  NY  10604 
914-697-6800  Arthur  Hershaft 


PeopleSoft 

4440  Rosewood  Drive 
Pleasanton,  CA  94588 
510-225-3000  David  A  Duffield 


Poe  &  Brown 

220  South  Ridgewood  Avenue 
Daytona  Beach,  FL  32114 
904-252-9601  J  Hyatt  Brown 


Pomeroy  Computer  Resources 

1020  Petersburg  Road 
Hebron,  KY  41048 
606-282-7111  David  B  Pomeroy  II 


Pre-Paid  Legal  Services 

321  East  Main  Street 
Ada,  OK  74820 
405-436-1234  Jack  Mildren 


Prima  Energy 

1801  Broadway,  Suite  500 
Denver,  CO  80202 
303-297-2100  Richard  H  Lewis 


Papa  John's  International 

11492  Bluegrass  Parkway,  Suite  175 
Louisville,  KY  40299 
502-266-5200  John  H  Schnatter 


Penn  Engineering  &  Mfg 

5190  Old  Easton  Road 

Danboro,  PA  18916 

215-766-8853  Kenneth  A  Swanstrom 


Project  Software  &  Development 

20  University  Road 
Cambridge,  MA  02138 
617-661-1444  * 

Regal  Cinemas 

7132  Commercial  Park  Drive 
Knoxville,  TN  37918 
423-922-1123  Michael  L  Campbell 

Regal-Beloit 

200  State  Street 
Beloit.WI  53511 
608-364-8800  James  L  Packard 

RehabCare  Group 

7733  Forsyth  Boulevard,  Suite  1700 
St  Louis,  MO  63105 
314-863-7422  James  MUsdan 

Remedy 

1505  Salado  Drive 
Mountain  View,  CA  94043 
415-903-5200  Lawrence  L  Garlick 

Republic  Group 

PO  Box  1307 
Hutchinson,  KS  67504 
316-727-2700  Phil  Simpson 

Res-Care 

10140  Linn  Station  Road 
Louisville,  KY  40223 
502-394-2100  Ronald  G  Geary 


Respironics 

1001  Murry  Ridge  Drive 
Murrysville,  PA  15668 
412-733-0200  Dennis  S  Meteny 


Performance  Technologies 

315  Science  Parkway 
Rochester,  NY  14620 
716-256-0200  Charles  E  Maginness 

PMT  Services 

Two  Maryland  Farms,  Suite  200 
Brentwood,  TN  37027 
615-254-1539  Richardson  M  Roberts 


Rexall  Sundown 

851  Broken  Sound  Parkway  Northwest 
Boca  Raton,  FL  33487 
561-241-9400  Carl  DeSantis 

Right  Management  Consultants 

1818  Market  Street 
Philadelphia,  PA  19103 
215-988-1588  Richard  J  Pinola 

Romac  International 

120  West  Hyde  Park  Place 
Tampa,  FL  33606 
813-258-8855  David  L  Dunkel 


Roper  Industries 

160  Ben  Burton  Road 
Bogart,  GA  30622 
706-369-7170  Derrick  N  Key 
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RTW 

8500  Normandale  Lake  Boulevard  #1400 
Minneapolis,  MN  55437 
612-893-0403  David  C  Prosser 

-  Sonic 

101  Park  Avenue 
Oklahoma  City,  OK  73102 
405-280-7654  J  Clifford  Hudson 

Toy  Biz 

333  East  38th  Street 
New  York,  NY  10016 
212-682-4700  Joseph  M  Ahearn 

Rural  Metro 

8401  East  Indian  School  Road 
Scottsdale,  AZ  85251 
602-994-3886  Warren  S  Rustand 

SOS  Staffing  Services 

1415  South  Main  Street 
Salt  Lake  City,  UT  84115 
801-484-4400  Richard  D  Reinhold 

Ultrak 

1220  Champion  Circle,  Suite  100 
Carrollton,  TX  75006 
214-280-9675  George  K  Broady 

Safeskin 

12671  High  Bluff  Drive 
San  Diego,  CA  92130 
619-794-8111  Richard  B  Jaffe 

Southern  Energy  Homes 

US  Highway  41  North 
Addison,  AL  35540 
205-747-8589  Wendell  L  Batchelor 

UniMark  Group 

124  McMakin  Road 
Lewisville,  TX  75067 
817-491-2992  Jorn  1  Budde 

St  John  Knits 
17422  Derian  Avenue 
Irvine,  CA  92714 
714-863-1171  Robert  E  Gray 

Speedway  Motorsports 

US  Highway  29  North 
Concord,  NC  28026 
704-455-3239  0  Bruton  Smith 

United  Dental  Care 

14755  Preston  Road,  Suite  300 
Dallas,  TX  75240 
214-458-7474  William  H  Wilcox 

SCB  Computer  Technology 

1365  West  Brierbrook  Road 
Memphis,  TN  38138 
901-754-6577  Ben  C  Bryant  Jr 

Stephan 

1850  West  McNab  Road 
Fort  Lauderdale,  FL  33309 
954-971-0600  Frank  F  Ferola 

United  Video  Satellite  Group 

7140  South  Lewis  Avenue 
Tulsa,  OK  74136 
918-488-4000  Lawrence  Flinn  Jr 

Scotsman  Industries 

775  Corporate  Woods  Parkway 
Vernon  Hills,  IL  60061 
847-215-4500  Richard  C  Osborne 

Steris 

5960  Heisley  Road 
Mentor,  OH  44060 
216-354-2600  Bill  R  Sanford 

Urban  Outfitters 

1809  Walnut  Street 
Philadelphia,  PA  19103 
215-564-2313  Richard  A  Hayne 

Seattle  FilmWorks 

1260  16th  Avenue  West 
Seattle,  WA  98119 

206-281-1390  Gary  R  Christophersen 

Sterling  Electronics 

4201  Southwest  Freeway 
Houston,  TX  77027 
713-627-9800  Ronald  S  Spolane 

USA  Detergents 

1735  Jersey  Avenue 

North  Brunswick,  NJ  08902 

908-828-1800  Uri  M  Evan 

Security  Dynamics  Technologies 

20  Crosby  Drive 
Bedford,  MA  01730 
617-687-7000  Charles  R  StuckeyJr 

Synopsys 

700  East  Middlefield  Road 
Mountain  View,  CA  94043 
415-962-5000  AartJdeGeus 

Varsity  Spirit 

2525  Horizon  Lake  Drive 
Memphis,  TN  38133 
901-387-4370  Jeffrey  G  Webb 

Seda  Specialty  Packaging 

2501  West  Rosecrans  Boulevard 
Los  Angeles,  CA  90059 
310-635-4444  Shahrokh  Sedaghat 

Synthetech 

1290  Industrial  Way 
Albany,  OR  97321 
541-967-6575  M  Sreenivasan 

Vaughn  Communications 

5050  West  78th  Street 
Minneapolis,  MN  55435 
612-832-3200  E  David  Willette 

Serologicals 

780  Park  North  Boulevard,  Suite  110 
Clarkston,  GA  30021 
404-296-5595  Harold  J  Tenoso 

Techne 

614  McKinley  Place  Northeast 
Minneapolis,  MN  55413 
612-379-8854  Thomas  E  Oland 

Viewlogic  Systems 

293  Boston  Post  Road  West 
Marlboro,  MA  01752 
508-480-0881  Alain  J  Hanover 

Simpson  Manufacturing 

4637  Chabot  Drive,  Suite  200 
Pleasanton,  CA  94588 
510-460-9912  Thomas  J  Fitzmyers 

Tecnol  Medical  Products 

7201  Industrial  Park  Boulevard 
Fort  Worth,  TX  76180 
817-581-6424  Van  M  Hubbard 

Vitalink  Pharmacy  Services 

1250  East  Diehl  Road,  Suite  208 
Naperville,  IL  60563 
630-245-4800  Donald  C  Tomasso 

Sinter  Metals 

50  Public  Square,  Suite  3200 
Cleveland,  OH  44113 
216-771-6700  Joseph  W  Carreras 

Tessco  Technologies 

34  Loveton  Circle 
Sparks,  MD  21152 
410-472-7000  Robert  B  Barnhill  Jr 

Wackenhut  Corrections 

4200  Wackenhut  Drive  #100 
Palm  Beach  Gardens,  FL  33410 
561-622-5656  George  C  Zoley 

Smith  Micro  Software 

51  Columbia 

Aliso  Viejo,  CA  92656 

714-362-5800  William  W  Smith  Jr 

Tetra  Tech 

670  North  Rosemead  Boulevard 
Pasadena,  CA  91107 
818-449-6400  Li-San  Hwang 

Watson  Pharmaceuticals 

311  Bonnie  Circle 
Corona,  CA  91720 
909-270-1400  Allen  Y  Chao 

Sodak  Gaming 

5301  South  Highway  16 
Rapid  City,  SD  57701 
605-341-5400  Michael  G  Wordeman 

Timberline  Software 

9600  SW  Nimbus  Avenue 
Beaverton,  OR  97008 
503-626-6775  John  Gorman 

Wireless  Telecom  Group 

East  49  Midland  Avenue 
Paramus,  NJ  07652 
201-261-8797  Dale  Sydnor 

Sofamor  Danek  Group 

1800  Pyramid  Place 
Memphis,  TN  38132 
901-396-3133  ER  Pickard 

Total  System  Services 

PO  Box  1755 
Columbus,  GA  31902 
706-649-2300  Richard  W  Ussery 
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ADVERTISEMENT  2 


he  South  Korean  economy  is  making  a  "soft  landing" 
this  year  with  a  7%  growth  rate,  following  last  year's  more  than  9% 
growth  in  GDP,  which  raised  Korea's  per  capita  income  to  $10,000. 


Korea's  Minister  of  Trade,  Industry  and 
Energy,  Park  Jae-Yoon,  addressed  American 
businessmen  at  the  ninth  Korea-U.S.  Business 
Conference  in  Seoul  last  July:  "You  can  thus 
be  reassured  that  the  Korean  economy  con- 
tinues to  be  one  of  the  most  robust  and 
fastest-growing  in  the  world.  Nor  need 
Americans  concern  themselves  about  their 
country's  trade  balance  with  Korea." 

He  added  that  the  U.S.  recorded  a  trade 
surplus  of  $6.3  billion  with  Korea  last  year,  up 
from  $1  billion  the  year  before,  and  that  the 
U.S.  surplus  had  already  reached  $4.3  billion 
in  the  first  five  months  this  year.  He  noted 
that  the  U.S.  is  Korea's  biggest  trading 
partner,  while  Korea  has  grown  to  be 
America's  sixth-largest  market.  Last  year, 
Korean  exports  to  the  U.S.  amounted  to 
$24.1  3  billion,  while  its  imports  from  the  U.S. 
totaled  $30.4  billion. 

When  U.S.  Commerce  Secretary  Mickey 
Kantor  visited  President  Kim  Young-Sam  in 
Seoul  to  encourage  the  opening  of  Korea's 
market  to  American  cars,  telecommunications 
and  agricultural  products,  President  Kim 
suggested,  as  well,  that  the  U.S.  buy  more 
from  Korea. 

Korea  now  boasts  that  its  economic  power 
is  ranked  1 1th  in  the  world,  and  it  stands  as 
the  world's  12th-ranked  trading  nation.  Last 
year,  Korea's  total  volume  of  international 
trade  amounted  to  $260  billion,  with  $125 
billion  in  exports  and  $1  35  billion  in  imports. 

President  Kim  Young-Sam  maintains  that 
Korea's  trade  volume  should  reach  the  $500 
billion  level  and  the  size  of  its  economy 
approach  $1  trillion  by  the  beginning  of  the 
21st  century,  thus  including  Korea  in  the 
ranks  of  advanced  countries. 

However,  after  a  remarkable  rise  in  exports 
of  30.3%  last  year,  the  nation's  exports 
became  sluggish  this  year.  Its  current  account 


deficit  rose  sharply  to  an  unexpected  $15  bil- 
lion by  the  end  of  August  1 996,  and  set  off 
an  alarm  that  the  country's  economy  is  in 
trouble. 

Yet  the  new  Deputy  Premier  and  Minister  of 
Finance  and  Economy,  Han  Seung-Soo,  says: 
"Foreigners  will  laugh  if  we  argue  that  the 
country's  economy  is  depressed,  since  it  is 
still  growing  by  an  annual  rate  of  7%." 
However,  he  is  asking  the  nation's  big  busi- 
ness firms  to  revitalize  the  sagging  economy, 
and  promises  that  the  government  is  with- 
holding its  move  to  more  strictly  control 
them.  He  is  also  making  efforts  to  rectify  the 
country's  "high-cost  and  low-efficiency"  eco- 
nomic structure  in  order  to  heighten  the 
competitiveness  of  Korean  exports. 

Some  experts  are  concerned  also  about  the 
growing  foreign  debt,  now  amounting  to 
$80  billion.  However,  the  International 
Monetary  Fund  (IMF)  has  called  Korea's 
deficit  "tolerable,"  because  it  constitutes  onl>| 
about  3%  of  GDP. 

Whatever  the  case,  the  Korean  government 
is  confident  of  sustained  long-term  economic 
growth  and  has  asked  to  join  the  Organi- 
zation of  Economic  Cooperation  and 
Development  (OECD)  this  year.  As  a  member, 
Korea  would  boldly  open  up  its  financial  mar- 
ket and  liberalize  capital  movement. 

Meanwhile,  the  nation's  leading  business 
conglomerates,  called  chaebol  in  Korean,  have 
been  the  main  engine  driving  Korea's  eco- 
nomic growth.  The  chaebol  are  expanding  in 
countries  around  the  world  by  undertaking 
such  projects  as  building  auto  plants  and  elec- 
tronics factories  abroad.  In  the  race  to  global- 
ize, each  strives  to  become  one  of  the  world's 
top  corporations  in  the  early  21st  century. 

We  interviewed  some  chaebol  leaders  to 
learn  about  their  aggressive  and  ambitious 
business  strategies. 


Setting  goals  that  seem  unreachable 


It's  this  spirit  that  took  us  from  a  small  textile 
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"Value  Management"  for  Mankind,  Society  and  Future 


The  Next  Innovative  Step 


"Hyundai  Group  will  continue  to  race 
towards  the  21st  century  with  renewed 
enthusiasm  and  commitment" 

Chung,  Mong-koo 
Chairman 


Half  a  century  ago, 

inspired  by  a  challenging  spirit  and 

an  unyielding  desire  to  succeed, 

Hyundai  took  its  "first  pioneering  step" 

into  the  rapidly  changing  world  of  technology. 

Since  then,  Hyundai  has  made  leaping  advances 

to  position  itself  as  a  global  force 

in  such  diverse  industries  as  automobiles, 

electronics,  iron  &  steel,  shipbuilding, 

engineering  &  construction, 

machinery  and  petrochemicals. 

Today,  Hyundai  is  ready 

to  take  its  "next  innovative  step" 

into  the  new  technologies  and  industries 

that  will  shape  the  21st  Century  - 

aerospace,  telecommunications  satellites, 

pollution-free  transportation  systems. 

And  we  expect  to  be  at  the  cutting-edge 
of  tomorrow's  new  product  development 
guided  by  a  renewed  sense  of  commitment 
to  improving  our  living  environment. 

Hyundai  - 

Committed  to  the  challenge  to  explore. 


From  Chips  To  Ships  - 

HYUNDAI 

Building  A  Better  World  Through  Value  Management 
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Continuing  Its  Globalizatior 


hairman  Kim  Woo- 
Choong  started 
Daewoo  in  1 967 
with  five  people  and 
$10,000  to  produce  and  export  shirts. 
Today,  Daewoo  Group,  with  1 995  sales 
of  $51 .2  billion,  has  a  network  of  some 
430  business  sites  around  the  world. 

Daewoo  Croup  consists  of  25  principal 
businesses  engaged  in  a  diverse  range  of 
activities,  including  global  trading,  con- 
struction, motor  vehicles,  consumer  elec- 
tronics, telecommunications,  heavy 
equipment,  hotel  and  property  develop- 
ment, shipbuilding  and  financial  services. 

"There  are  two  keys  to  our  growth  and 
success,"  says  Chairman  Kim.  "One  was 
our  rapid  international  expansion,  and 
the  other  was  turning  around  faltering 
national  industries." 

As  a  solid  example  of  his  aggressive 
efforts  to  expand  Daewoo,  the  ambi- 
tious Chairman  Kim  cites  his  1995 
takeover  of  the  Polish  state  automaker 
FSO,  in  which  he  outbid  the  U.S.  giant 
General  Motors.  Daewoo  is  putting  $1.1 
billion  into  FSO  and  aims  to  produce 
200,000  units  in  1998  and  add  120,000 
units  of  a  new  mini-vehicle  by  2000. 

In  addition  to  its  Warsaw  outfit,  the 
Daewoo  Motor  plant  in  Uzbekistan 
began  operating  in  July  to  produce 
200,000  units  per  year,  while  a  joint- 
venture  plant  in  Romania  began  produc- 
tion in  March  to  increase  its  capacity  to 
200,000  units  a  year  by  1998.  While 
completing  assembly  facilities  in  Iran, 
Vietnam,  Indonesia  and  the  Philippines, 
Daewoo  Motor  Co.,  Ltd.,  is  reviewing 
plans  for  additional  projects  in  China, 
Latin  America,  Eastern  Europe  and  the 
Middle  East. 

When  the  Kunsan  production  complex 
is  completed  by  year-end  1 996,  annual 
domestic  production  will  rise  to  one  mil- 
lion vehicles.  The  global  network  is 
scheduled  to  produce  2.5  million  vehi- 
cles annually  by  2000. 
In  August,  Chairman  Kim  announced 


Mr.  Kim  Woo- 
Choong, 
Chairman, 
Daewoo  Croup 


at  the  University  of  Michigan 
Management  Briefing  Seminars  that 
Daewoo  plans  to  enter  the  U.S.  auto 
market  in  late  1997  or  early  1998.  He 
encouraged  U.S.  auto  executives  to 
embrace  a  spirit  of  partnership  and 
cooperation.  "We  hope  to  be  selling 
1 00,000  units  a  year  in  the  U.S.  by  the 
year  2000,"  Kim  said  modestly.  He 
maintains  that  Daewoo  must  succeed  in 
the  hyper-competitive  U.S.  auto  market 
in  order  to  become  a  truly  global  auto 
producer.  In  conjunction  with  the  1997 
launch,  Daewoo  Motor  will  set  up  a 
research  center  in  the  U.S.  to  enhance 
engineering  quality  and  manufacturing 
practices,  and  to  study  consumer  pur- 
chasing patterns. 

As  for  consumer  electronics  produc- 
tion, Daewoo's  worldwide  network  of 
design,  production  and  sales  subsidiaries 
continues  to  grow  rapidly.  Daewoo 
Electronics  is  now  the  world's  largest 
exporter  of  washing  machines,  and  has 
TV,  VCR,  microwave  oven,  washing 
machine  and  refrigerator  projects 
planned  or  in  operation  in  such  nations 
as  Brazil,  Mexico,  Northern  Ireland, 


France,  Poland,  Uzbekistan,  Malaysia, 
Vietnam  and  South  Africa. 

Daewoo  is  already  one  of  the  world's 
top  ten  home  appliance  producers  and 
plans  to  be  among  the  top  three  by 
2000  by  capturing  a  1 0%  share  of  the 
world  market  in  six  product  categories, 
including  washing  machines,  refrigera- 
tors, VCRs  and  TV  sets. 

In  August,  Daewoo  won  the  right  to 
take  part  in  the  $2.5  billion  moderniza- 
tion and  privatization  of  Uzbekistan's 
telecommunications  system.  Daewoo's 
$607  million  investment  will  develop 
mobile  phone  services,  a  digital  phone 
network  and  a  paging  business. 

In  June,  Daewoo  built  a  $57  million 
heavy  equipment  plant  —  which  will 
produce  3,000  excavators  annually  —  ir 
China's  Yantai  economic  zone.  In  July,  a 
five-star  deluxe  Daewoo  Hotel  opened  ir 
Hanoi  as  part  of  the  $1  77  million  Daeha 
Business  Center,  jointly  owned  by  the 
Hanoi  Electronics  Corporation  (30% 
equity)  and  Daewoo  (70%). 

As  part  of  an  overall  strategy  to  decen- 
tralize the  management  of  Daewoo's 
globalization,  Daewoo  is  placing  a 
greater  number  of  non-Korean  execu- 
tives on  the  fast  track  to  top  manage- 
ment posts  and  building  an  internationa 
board  of  directors. 

By  2000,  Daewoo  Croup  expects 
annual  sales  to  total  $1  77  billion,  includ- 
ing $60  billion  in  trade,  $18  billion  in 
construction,  $40  billion  in  motor  vehi- 
cles, $3  billion  in  hotels,  $28  billion  in 
telecommunications  and  electronics, 
$1 0  billion  in  finance  and  $1 8  billion  in 
heavy  industry,  including  shipbuilding. 
Daewoo's  ambitious  goal  constitutes  a 
three-fold  increase  in  four  years. 


There  are  two  keys  to  our  growth  and  success: 
rapid  international  expansion  and  turning 
around  faltering  national  industries." 


Striving  to  Become  the  Worlds  Leading  Airline  in  the  21st  Century 


orean  Air,  the 
first  national  flag 
carrier,  has  grown 
along  with 
the  country's 
Dreathtaking  economic  development, 
rhis  year,  Korean  Air  celebrates  its  27th 
anniversary  since  Chairman  Cho 
Choong-Hoon  of  Hanjin  Croup  took 
Dver  the  National  Korean  Airlines. 

Before  its  privatization  in  1 969,  Korean 
Mr  was  a  small  regional  airline  with  a 
modest  fleet  and  suffered  from  a  chronic 
deficit.  Just  eight  months  after  its 
:akeover,  the  airline  launched  new 
lights  to  Japan  and  Southeast  Asia. 
Since  then  it  has  been  on  a  path  of  con- 
siderable achievements. 
The  airline's  extensive  routes  now  serve 
38  cities  in  33  nations  with  a  state-of- 
:he-art  fleet  of  1 07  aircraft.  In  1 995, 
<orean  Air  carried  more  than  21  million 
Dassengers  and  860,000  tons  of  cargo,  a 
emarkable  growth  of  50  times  the 
number  of  passengers  and  350  times 
:he  volume  of  cargo  the  year  before  pri- 
/atization. 

"Such  an  impressive  development, 
jnprecedented  in  world  aviation  history, 
/vas  made  possible  through  vision  and 
?ntrepreneurship  unique  to  Korean  Air 
and  with  the  hard  work  of  all  Korean 
\ir  staff,"  says  Korean  Air's  President 
and  CEO,  Cho  Yang-Ho.  "But  more 
:han  anything  else,  it  was  the  unceas- 
ng  encouragement  and  support  of  our 
customers  that  enabled  us  to  come  this 
ar  during  the  past  27  years."  He  fore- 
sees the  future:  "The  world  has  now 
entered  an  era  of  boundless  competi- 
:ion.  We  are  determined  to  boost  our 
:ompetitive  strength  by  using  all  our 
creative  resources  and  wisdom.  We  are 
'esolved  to  win  the  ever-intensifying 
:ompetition  and  dedicate  ourselves 
:o  the  development  of  our  overall 
capability." 

Korean  Air  comprises  the  air  transport 
sector  of  its  parent  company,  the  Hanjin 


Mr.  Cho 
Yang-Ho, 
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Group,  whose  transportation  segment 
accounts  for  70%  of  its  total  activity.  The 
Hanjin  Croup  was  founded  in 
November  1 945,  the  year  of  Korea's  lib- 
eration from  Japan.  Since  then,  Hanjin 
Croup  has  expanded  to  became  a  world 
leader  in  transportation  services. 

Hanjin  Group's  first  growth  spurt  came 
in  the  late  '60s  through  involvement 
with  military  transport  in  Vietnam. 
Hanjin's  total  earnings  for  a  five-year 
period  then  topped  $150  million.  Hanjin 
invested  most  of  the  trophy  to  restore 
the  bankrupt  National  Korean  Airlines. 
Sticking  to  its  motto,  "Serve  the 
Country  through  Transportation,"  Hanjin 
proudly  chose  to  fulfill  the  mission  rather 
than  to  wander  for  lucrative  opportunity. 

With  ground,  aviation  and  ocean  trans- 
portation as  its  main  line  of  business, 
Hanjin  has  diversified  itself  as  a  manufac- 
turer of  transportation  machinery  and 
facilities  and  as  a  provider  of  information 
and  communications  services,  concen- 
trating on  logistics-related  fields.  Hanjin 
also  operates  two  universities,  one  high 
school  and  one  general  hospital. 

Korean  Air  aims  to  become  the 


world's  leading  airline  in  the  21st  cen- 
tury. This  year,  Korean  Air  introduced 
six  new  passenger  service  routes 
(Taegu-Osaka,  Seoul-Macau,  Seoul- 
Dubai,  Seoul-Ulan  Bator,  Seoul-Newark 
and  Seoul-Boston),  and  four  new  cargo 
service  routes  (Seoul-Madras,  Pusan-Los 
Angeles,  Seoul-Portland  and  Seoul- 
Manado).  It  projects  future  routes  to 
serve  Denver,  Istanbul,  Helsinki, 
Copenhagen,  Las  Vegas,  Mexico  City 
and  Buenos  Aires. 

Two  B747-400s  (one  full  freighter  ver- 
sion), three  A300-600s  and  three 
MD83s,  all  newly  delivered,  have 
replaced  three  aging  B727s  and  DC10s, 
and  increased  capacity  while  lowering 
Korean  Air's  fleet  age,  which  was  already 
far  below  the  industry  average.  Firm 
orders  for  33  new  aircraft,  including  nine 
B747-400s,  four  B777-200s,  eight  B777- 
300s,  two  A330-200s,  seven  A330-300s 
and  three  B747-400Fs,  signal  further 
fleet  upgrades,  as  well  as  Korean  Air's 
option-order  contracts  for  five  B747- 
400s,  five  B777-200s  and  seven  A330- 
200s  by  2000. 

This  year,  Korean  Air  received  several 
awards  for  excellence,  including  its  fifth 
"MD-1 1  Dispatch  Reliability  Award" 
from  McDonnell  Douglas,  its  third 
"A300-600  Operational  Excellence 
Award"  from  Airbus  Industries  and  the 
"Certificate  of  PW4000  Engine  Zero  In- 
Flight  Shutdown  Rate  for  500,000 
Hours"  from  Pratt  &  Whitney. 

Dedicated  to  safety  and  customer  satis- 
faction, Korean  Air  hopes  not  only  to 
increase  its  business  profitability,  but  also 
to  uphold  the  pride  of  the  Korean  peo- 
ple by  serving  as  the  national  flag  carrier 
amid  ever-increasing  competition. 


"It  was  the  unceasing  encouragement  and 
support  of  our  customers  that  enabled  us  to  come 
this  far  during  the  past  27  years." 


Korea  s  Top  Business  Conglomerate 


yundai's  new 
Chairman,  Chung 
Mong-Koo,  58, 
'says  Hyundai  has 
grown  into  a  global  corporation  through 
the  outstanding  judgment  and  driving 
force  of  his  father  —  and  the  company's 
founder  —  Chung  ju-Yung,  now  81 .  The 
senior  Chung  worked  as  a  manual  laborer 
at  construction  sites  in  his  teens,  then 
began  running  a  small,  successful  auto 
repair  shop  in  1940.  Seven  years  later 
he  set  up  a  construction  company  that 
grew  rapidly  by  taking  part  in  the  post- 


Korean  War  reconstruction  work,  and 
later  became  the  cornerstone  of  the 
Hyundai  Group.  Chung  expanded  into 
shipbuilding  and  automobile  manufac- 
turing in  the  1970s,  while  reaping  a  big 
success  in  overseas  construction  work, 
particularly  in  the  oil-rich  Middle  East. 

In  the  '80s,  Chung  took  the  initiative 
to  lead  the  heavy,  petrochemical, 
automobile  and  electronics  industries. 
Ever  since,  Hyundai  has  been  a 
driving  force  of  Korea's  remarkable 
economic  growth.  The  junior  Chung 
took  the  helm  of  the  nation's  top 
business  conglomerate  in  January 


1996,  after  working  in  various 
subsidiaries  for  25  years.  He  is  firmly 
determined  that  Hyundai  will  main- 
tain its  top  position,  despite  the 
increasingly  fierce  competition  among 
Korea's  leading  business  firms. 

Chung  Mong-Koo  says  Hyundai  will 
continue  to  strengthen  its  core  busi- 
nesses —  automobiles,  electronics,  ship- 
building, machinery  and  construction 
—  while  actively  expanding  in  the  iron 
and  steel  industry,  whose  products  will 
be  increasingly  in  demand  by  the  rapidly 
developing  Asian  countries.  Hyundai  also 
plans  to  expand  into  such  key  future 
industries  as  satellite  telecommunica- 
tions, aerospace  industry  and  finance, 
according  to  the  new  chairman. 


advanced  engineering  and  construc- 
tion technologies  to  Southwest  and 
Central  Asia  and  Africa,  and  to  achieve 
an  annual  turnover  of  1 0  trillion  won 
($12.5  billion). 

In  the  electronics  sector,  Hyundai  just 
began  investing  $1.3  billion  to  build  a 
semiconductor  plant  in  Oregon,  with 
plans  to  build  more  production  facili- 
ties in  Europe.  Becoming  one  of  the 
world's  most  advanced  makers  of  elec- 
tronic products,  Hyundai  has  devel- 
oped the  4M,  16M  and  64M  DRAM  in 
the  last  seven  years  and  is  building  a 
Global  Network  linking  Korea, 
Southeast  Asia  and  China  by  produc- 
ing a  hard  disk  drive.  Meanwhile, 
Hyundai  is  set  to  provide  Globalstar 


Hyundai  Group  remains  committed  to  strong, 
mutually  beneficial  partnerships  in  our 
diverse  scope  of  activities." 


Furthermore,  Hyundai  aims  to  make  its 
auto  segment  one  of  the  world's  top  ten 
automakers  by  2000.  Hyundai's  objec- 
tive is  to  produce  2.4  million  units  at 
home  and  abroad  (1 .2  million  units  for 
the  domestic  market  and  1 .2  million  for 
sale  in  foreign  countries),  and  thereby 
occupy  4%  of  the  world's  automobile 
market  and  achieve  an  annual  revenue 
of  20  trillion  won  ($25  billion). 

Hyundai's  heavy  industries  subsidiary 
is  set  to  emphasize  the  industrial  plant 
and  machinery  sectors,  while  building 
highly  sophisticated  ships  to  earn  12 
trillion  won  ($15  billion)  a  year  by 
2000.  Its  engineering  and  construction 
subsidiary  intends  to  become  one  of 
the  world's  top  ten  largest  construction 
firms  by  the  new  century,  through 
globalization  of  its  business.  Hyundai 
strives  particularly  to  bring  its 


satellite  telecommunication  services  to 
20  countries  around  the  world  begin- 
ning at  the  end  of  1998.  Over  all, 
Hyundai's  goal  is  to  make  an  annual 
domestic  turnover  of  21 .5  trillion  won 
($26.87  billion)  and  overseas  sales  of 
$13.4  billion  by  2000. 

Chairman  Chung  calls  his  policy  of 
managing  the  Hyundai  Group  the 
"Value  Management"  philosophy, 
which,  he  explains,  emphasizes  the 
value  of  human  life:  "Hyundai  Group 
remains  committed  to  strong,  mutually 
beneficial  partnerships  in  our  diverse 
scope  of  activities.  We  look  forward  to 
growing  together  toward  a  brighter 
tomorrow  as  a  member  of  international 
organizations  such  as  the  WTO.  We 
will  continue  to  race  toward  the  21st 
century  with  renewed  enthusiasm  and 
commitment." 


uddenly,  the  Far  East  doesn't 
seem  quite  so  far. 
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Korean  Domestic  Destinations:  Pusan,  Taegn,  Chejn,  Kwangju,  Ulsan,  Yosn,  Chinju,  Kangmmg,  Pohang,  Mokpo,  Yechon,  Kunsaii 


A  siana  now  flies  from  the     points  in  the  Far  East.    What's  more,  So  fly  Asiana  Airlines.  We're  bringing 

U.S.  to  Seoul  and  beyond  36  times  a     Asiana  has  the  newest  all-Boeing  fleet  in  the  Far  East  closer  to  home.    For  more 

week.    Expanding  your   horizons   has     the  sky.  That,  along  with  our  world-class  information,  contact  your  local  travel  agent 

never  been  easier.  With  frequent  flight     hospitality    and    completely    smoke-free  or  call  Asiana  Airlines  at  800-227-4262. 
schedules  from  the  U.S.,  there  is  always     environment,  provides  you  with  the  very 
an  Asiana  flight  to  take  you   to  all     latest   advancements   in   airline  travel. 

Not  to  mention  a  wealth  of  free 
travel  opportunities  through  our  service 

partnership  with  Northwest  Airlines.  Please  visit  our  web  site  at  http://www.asiana.co.kr 


Asiana  Airlines 

THE  JEVI'EL  OF  ASIA. 


A  Global  Leader 


iiiitoi    unkyong  is  Korea's 
feHHHHHH  fifth-largest  business 
HPBBwHV  conglomerate, 

boasting  1995  sales 
jgHjjta^1*^    revenues  of  nearly  $33 
billion.  And  1996  is  sure  to  be  a  banner 
year,  too.  This  year  marks  the  start  of 
two  major  Sunkyong  construction  sites: 
a  $250  million  polyester  film  manufac- 
turing plant  in  the  U.S.  and  a  $1 .5  bil- 
lion oil  refinery  in  the  special  economic 
zone  of  Shenzhen,  China. 

The  U.S.  facility,  located  in  Covington, 
Ca.,  is  scheduled  to  open  in  early  1 998. 
Sunkyong  plans  to  invest  an  additional 
$1 .25  billion  toward  the  plant's  first  ten 
years  of  operation.  This  support  will 
enable  the  plant  to  expand  into  the  man- 
ufacture of  information  and  communica- 
tions systems  products  and  the  generation 
of  high-tech  multimedia.  The  plant  will 
eventually  employ  some  1 ,000  people. 

"Sunkyong's  decision  to  invest  in 
Covington  is  like  winning  the  economic 
Super  Bowl,"  says  Davis  Morgan,  chair- 
man of  Georgia's  Newton  County 
Commission. 

Sunkyong  also  plans  to  make  signifi- 
cant investments  in  China.  During  the 
next  decade,  it  will  invest  more  than 
$9  billion  there  toward  the  "vertical  inte- 
gration" of  specialized  industries,  from 
petroleum  to  textiles. 

"The  company's  globalization  plan  is 
ambitious,"  says  Sunkyong  Chairman 
Chey  Jong-Hyon,  a  U.S.-educated  chemi- 
cal engineer.  "Sunkyong  achieved  vertical 
integration  in  Korea,  and  we  intend  to 
replicate  this  accomplishment  in  China." 

The  company's  far-reaching  invest- 
ment plans  for  China  include: 

•  $900  million  to  develop  oil  fields  and 
alternative  energy  sources, 

•  $3.7  billion  for  oil  refining  and  related 
petrochemical  facilities, 

•  $800  million  for  petroleum  and  preci- 
sion chemicals  industries, 

•  $800  million  for  textiles, 


•  $600  million  for  film  and  optical  fibers, 
and 

•  $1 .6  billion  to  establish  logistics  cen- 
ters and  other  infrastructure  projects. 
Sunkyong's  global  investments  aren't 

limited  to  the  U.S.  and  China.  In 
Thailand,  Sunkyong's  TAC  Project  is 
building  a  $500  million  petrochemical 
plant.  Sunkyong  also  invested  $240  mil- 
lion in  an  Indonesian  plant  that  pro- 
duces polyester  yarns,  and  it  operates  a 
plywood  plant  in  Guyana. 

At  home,  Sunkyong  has  been  focusing 
its  business  on  the  information  and 
communications  sector  ever  since  it 
acquired  a  controlling  stake  in  the  state- 
run  Korea  Mobile  Telecom  (KMT). 

Chairman  Chey  says  Sunkyong's  vision 
for  the  21  st  century  is  to  become  a 
world-class  leader  in  two  areas:  the  inte- 
grated energy  and  chemical  business, 
and  the  information  and  telecommuni- 
cations industry.  At  the  same  time,  the 
company  aims  to  be  competitive  with 
the  world's  premier  banking  and  distrib- 
ution groups. 

In  1995,  Sunkyong  chalked  up  sales 
revenues  of  $32.9  billion.  This  year,  the 


company  hopes  to  achieve  a  $39.8 
billion  turnover. 

Sunkyong  began  as  a  small  textile 
business  in  1953.  In  the  early  1960s,  the 
company  launched  an  ambitious  man- 
agement initiative,  From  Petroleum  to 
Textiles,  with  the  objective  of  vertical 
integration  —  a  goal  many  people 
believed  impossible. 

Yet  in  1991  the  goal  became  a  reality, 
giving  Sunkyong  the  foundation  neces- 
sary to  become  a  world-class  corpora- 
tion. Today,  Sunkyong  is  a  major  pro- 
ducer of  petroleum-based  products,  a 
global  trading  company  and  a  leading 
manufacturer  of  polyester  films  and 
magnetic  and  optic  media. 

Working  with  hundreds  of  American 
firms,  Sunkyong  generates  more  than 
$2  billion  in  annual  revenues  in  the  U.S., 
and  has  developed  strategic  alliances 
with  such  business  giants  as  Fleming 
Cos.  and  Polaroid. 

Sunkyong's  recent  entry  into  the 
telecommunications  industry  makes  the 
company  a  unique  business  group.  As 
Chairman  Chey  says,  "Sunkyong  will 
continue  to  pioneer  ventures  in  specialty 
chemicals,  life  sciences,  new  materials 
and  alternative  energy." 

To  prepare  the  people  of  Sunkyong  for 
the  rigorous  global  competition  that  the 
company  will  face,  Chairman  Chey 
developed  two  proprietary  management 
tools:  the  Sunkyong  Management 
System  (SKMS)  and  its  follow-up  pro- 
gram, SUPEX  Pursuit.  Most  important, 
Chairman  Chey  is  confident  that 
Sunkyong  will  continue  to  enjoy  growth 
and  prosperity  in  the  next  century.  He 
has  no  doubt  that  "Sunkyong  will  be 
relentless  in  the  drive  to  maintain  our 
position  as  a  world  leader." 


"Sunkyong  will  be  relentless  in  the  drive  to 
maintain  our  position  as  a  world  leader." 


Unbelievable 


Some  Things  in  Life 
are  Unbelievable. 
Ssangyong  is  Not 
One  of  Them. 


UFOs,  Elvis  sightings  and  Nessie,  the  Loch  Ness  Monster, 
are  all  dubious.  But  Ssangyong  is  not.  With  57  years  of 
experience  in  every  core  economic  field-international  trade, 
engineering  &  construction,  automobiles,  cement,  oil  refining, 
investment  &  securities,  heavy  industries  &  machinery,  paper, 
insurance  and  information  &  communications -Ssangyong 
has  proven  itself  a  trustworthy  and  reliable  partner.  In  120 
countries  worldwide,  Ssangyong  is  challenging  the  future  and 
delivering  reliability. 


Ssangyong 


I  Ssangyong  Business  Group  CP  O.Box  409,  Seoul,  Korea  •Tel: (82-2)270-8 155/8, 2708130  •  Fax : (82-2)273-0981, 273-8297  •  TelexTWINDRA  K24270  K28215.  K28442  •http://www  ssy.  co.  kr 


Sharing  With  the  Global  Community 


sangyong,  which 
means  "Two 
Dragons"  in  Korean, 
is  one  of  the  six  largest 
business  conglomerates  in  Korea.  Its 
business  scope  ranges  from  automobiles, 
oil  refining  and  cement  production  to 
construction,  telecommunications  and 
financial  services. 

With  such  diversified  interests,  the 
company  has  been  able  to  achieve  a 
consistent  growth  rate,  despite  rather 
rough  economic  circumstances  in  the 
Korean  market.  Last  year,  Ssangyong 
recorded  net  sales  of  $25,337  billion, 
with  pretax  income  of  $1  75  million.  This 
year,  turnover  has  increased  by  1  3.5%, 
and  the  company  is  already  quite  close 


well  as  increase  Ssangyong's  contribu- 
tion to  the  region's  general  develop- 
ment through  real  estate  projects,  hotel 
and  office  construction  and  crucial  infra- 
structure projects  including  hydroelectric 
dams  and  highway  construction. 

"We  decided  to  make  this  investment 
in  Asia  because  Ssangyong's  future 
depends  largely  on  its  advances  into  the 
overseas  market,  as  well  as  the  success 
of  the  automobile  industry,"  Chairman 
Kim  says. 

His  vision  for  Ssangyong  in  the  21st 
century  is  to  branch  into  new  markets  as 
well  as  new  industries.  The  company  has 
already  established  a  firm  foothold  out- 
side the  Asian  market.  Active  as  an 
exporter  and  importer  in  the  U.S.  for 


'We  pledge  to  continue  advancing 
global  cooperation." 


to  its  1996  turnover  goal  of  $28.75  bil- 
lion. 

Ssangyong's  key  strengths  traditionally 
have  been  in  the  heavy  industries,  but 
thanks  to  some  bold  initiatives  from  the 
current  Chairman  and  CEO,  Kim  Suk- 
Joon,  the  Group  is  now  moving  in  new 
directions.  Ssangyong  Motor's  "Musso,"  a 
rugged  four-wheel-drive  vehicle,  is  rapidly 
gaining  popularity  in  Asia  and  Europe. 
The  company  is  set  to  become  a  world- 
class  sports  vehicle  manufacturer  within 
the  next  few  years,  and  will  also  begin 
producing  passenger  cars  in  late  1997. 

Ssangyong's  market  has  a  solid  base  in 
Asia.  Group  Chairman  Kim  is  strength- 
ening this  foundation  with  a  $20  billion 
investment  plan  focused  on  such  fast- 
emerging  .Asian  markets  as  China, 
Vietnam,  Indonesia,  India  and  Myanmar. 
These  new  oil  refineries,  petrochemical 
facilities,  ceramics,  cement  and  auto 
plants  will  bolster  local  economies,  as 


more  than  20  years,  the  company  is 
moving  from  consumer  goods  to  the 
steel  and  cement  industries,  as  well  as 
hotel  and  office  building  construction. 

Ssangyong  is  especially  proud  of  its 
role  in  helping  introduce  Korean  firms 
into  American  financial  markets.  In 
1992,  the  company  was  the  lead  man- 
ager for  the  listing  of  the  Korea  Electric 
Power  Corporation  (KEPCO)  on  the  New 
York  Stock  Exchange. 

Ssangyong's  American  presence  has 
enabled  the  company  to  begin  expand- 
ing into  the  Canadian  and  Latin 
American  markets  as  well.  Plans  include 
the  development  of  pulp  and  minerals 
projects  in  British  Columbia.  Meanwhile, 
"Musso"  exports  are  selling  well  in  Brazil 
and  Argentina. 

In  addition  to  these  new  regions, 
Ssangyong  is  preparing  to  enter  new 
industries,  including  information  and 
communications,  environmental,  med- 


ical and  leisure-related  businesses.  How 
will  the  company  stay  ahead  of  the 
competition?  Its  "preemptive  manage- 
ment" philosophy  is  one  answer  —  each 
Ssangyong  employee  is  encouraged  to 
anticipate  customer  demand  and  to  take 
an  active  role  in  improving  products  and 
services.  Chairman  Kim  hopes  this  will 
help  the  company  achieve  the  ambitious 
status  as  one  of  the  world's  50  largest 
business  groups  in  the  21st  century. 

But  such  an  expansive  vision  must 
also  have  a  human  focus,  which  is 
Ssangyong's  true  strength.  At 


Mr.  Kim  Suk-joon, 
Chairman  &  CEO, 
Ssangyong  Group 


Ssangyong,  customers  and  their  com- 
munities are  top  priorities.  Community 
starts  with  trust  and  integrity,  and 
putting  these  qualities  into  every 
product  and  service  that  the  company 
handles  will  help  build  stronger  ties 
between  people,  as  well  as  markets. 

Through  public-service  projects,  socially 
beneficial  businesses  and  an  emphasis 
on  development  through  quality,  the 
company  is  doing  its  part  to  strengthen 
communities  and  markets.  "We  pledge 
to  continue  advancing  global  coopera- 
tion," says  Chairman  Kim.  "Ssangyong 
is  a  company  with  clear  direction  for 
the  future."  That  future  is  well  within 
reach. 


JUST  ONE  OF  79 

WORLDWIDE 

DESTINATIONS 

us  one  of  the  fastest  growing 
airlines,  but  also  one  of  the  world's 
top  carriers.  It's  just  one  more 
pleasant  surprise  you'll  find  with 
Korean  Air,  and  perhaps,  one  more 
reason  you  should  fly  with  us. 


WE  FLY  TO 

Quietly,  year  by  year,  our  list  of  destinations  has  steadily  grown.  This  year, 
we  will  carry  almost  23,000,000  people  across  five  continents,  to  79 
destinations.  Which,  we  must  immodestly  point  out,  not  only  makes 


KOREAN  AIR  BEYOND  YOUR  IMAGINATION 


Eight-Year-Old  Asiana  Airlines  Continues  to  Thrive 


S__JKm  siaria  Airlines  was 
A^^BHHV  launched  eight  years 

ago  by  Korea's  Kumho 
^l^^r  Business  Group  and 
started  by  offering  only  a  few  domestic 
flights.  Within  a  year,  Asiana  opened  its 
first  international  route  between  Seoul 
and  Tokyo  and  quickly  expanded  to 
Southeast  Asia.  In  November  1 991  Asiana 
opened  its  first  service  to  the  U.S.  with  a 
Seoul-Los  Angeles  route. 

Since  then,  Asiana  has  added  service 
to  New  York,  San  Francisco,  Seattle, 
Honolulu  and  Guam,  as  well  as  Manila, 
Vienna,  Brussels,  Sydney  and  many 
other  cities  around  the  world.  Today 
Asiana  serves  21  domestic  routes  and 
42  international  routes  to  34  cities  in 
14  countries. 

President  and  CEO  Park  Sam-Koo 
believes  such  phenomenal  growth  and 
success  are  due  to  Asiana's  utmost  efforts 
to  "satisfy  its  customers  through  maxi- 
mum safety  and  differentiated  service."  A 
sharp  increase  in  the  number  of  affluent 
Koreans  traveling  abroad  (three  million 
in  1 994,  four  million  in  1 995)  naturally 
helped  Asiana's  booming  business. 

To  ensure  maximum  safety,  Asiana 
acquired  a  completely  new  fleet,  which 
now  consists  of  nine  Boeing  747s,  12 
Boeing  767s  and  21  Boeing  737s, 
whose  average  age  is  only  3.8  years, 
making  Asiana's  fleet  the  youngest 
among  the  world  airlines.  President 
Park  boasts  that  Asiana  pilots  are 
among  the  most  experienced  and  best- 
trained  in  the  world;  many  of  them 
were  recruited  from  other  top  airlines 
and  put  through  Asiana's  special  train- 
ing program. 

Likewise,  Asiana's  maintenance  crews 
are  the  best  anywhere.  Asiana's  efforts 
in  maintenance  excellence  have  yielded 
one  of  the  best  on-time  records  in  the 
industry.  Asiana  received  a  citation 
from  Boeing  Co.  for  "Best  Schedule 
Reliability"  among  the  world  airlines 


operating  B747-400s.  (Whereas 
Asiana's  rate  of  schedule  reliability  was 
99.63%,  the  average  world  airline  rate 
was  98.55%.)  The  airline  was  the 
recipient  of  the  first  International 
Standardization  Organization  (ISO) 
9002  certification  in  aviation  in 
September  1995. 

Under  its  slogan,  "Let's  treasure  the 
one  and  only  Globe  like  our  customer," 
Asiana  makes  efforts  to  support  environ- 
mental preservation  of  the  earth.  Asiana 
was  the  first  airline  in  the  world  to 
enforce  no-smoking  rules  on  all  flights 
and  ban  onboard  cigarette  sales  to  pur- 
sue smoke-free  flights  for  all  routes.  As  a 
result,  Asiana  was  the  first  world  airline 
to  win  the  prestigious  ISO  1 4001 
Certification  for  Environmental 
Management  Systems  in  August,  after 
passing  the  review  of  environmental 
management  of  its  systems  for  passen- 
ger transport,  cargo,  navigation,  mainte- 
nance and  in-flight  cuisine. 

Best  of  all,  Asiana's  flight  attendants  — 


representing  Korean,  American  and 
Asian  cultures  —  provide  Asiana's 
incomparable,  from-the-heart  service. 
Asiana  is  proud  of  the  quality  and 
uniqueness  of  its  cuisine.  First  and 
Business  Class  passengers  embark  on  a 
side  journey  to  the  culinary  capitals  of 
the  world,  and  enjoy  delicious  appetizers 
from  the  sea,  classic  French  wines, 
champagnes  and  distilled  spirits.  Classic 
entrees  —  such  as  fresh  seafood,  fowl, 
beef  and  veal  —  highlight  both  Eastern 
and  Western  cuisine. 

Among  its  priorities,  Asiana  actively 
supports  the  UNICEF  (United  Nations 
International  Children's  Fund)  "Change 
for  Good"  program  to  aid  unfortunate 
children  around  the  world.  Asiana  raised 
some  220  million  won  (about 
$275,000)  in  18  months  by  collecting 
small  coins  from  passengers. 

Asiana  also  started  Service  of  Love  for 
Physically  Handicapped  in  April,  a  pro- 
gram that  provides  special  service  for  dis- 
abled passengers  to  make  their  air  travel 
more  convenient  and  comfortable. 

"We  are  determined  to  make  Asiana  a 
top  international  airline,"  President  Park 
says  emphatically.  Asiana's  dedication  to 
growth  is  also  the  base  operating  credo 
of  its  corporate  parent,  the  Kumho 
Group,  which  comprises  27  affiliated 
companies,  ranging  from  inter-city  bus 
service,  tire  manufacturing,  synthetic  rub- 
ber and  plastics  engineering  to  construc- 
tion, banking  and  resort  development. 

Asiana  has  its  "Vision  2000"  plan  to 
expand  aggressively  into  the  21st 
century  and,  by  the  year  2005,  Asiana 
expects  to  be  one  of  the  world's  top  20 
international  carriers. 


"Asiana's  dedication  to  growth  is  also  the  base 
operating  credo  of  its  corporate  parent,  the  Kumho 
Group,  which  comprises  27  affiliated  companies." 
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oals  are  challenges;  creativity  a  guideline.  Don' t  be  afraid  of  a  little  sacrifice  for  the  long  haul. 
1  the  field  of  global  business,  Daewoo  is  a  most. valuable  teammate.  ,M/»  gy^y^QQ 

^""'^  ...and  you.  forward  together. 


EDITED  BY  JOSHUA  LEV1HE 


Whether  in  a  movie  house,  in  print  or  on  the  boob  tube,  it's  getting  harder  to  know 
where  the  story  ends  and  the  product  pitch  begins. 

Entertainomercials 


By  Luisa  Kroll 


Once  upon  a  time,  Hollywood  deliv- 
ered entertainment  and  Madison 
Avenue  sold  products.  Movies 
beguiled  us  with  steamy  romance  and 
dazzling  movie  stars,  while  commer- 
cials seduced  us  with  product  benefits 
and  key  selling  points.  Now  it's  hard 
to  tell  the  difference.  Movies  are 
packed  with  none-too-subtle  product 
pitches  and  commercials  have  become 
entertainment,  delivering  product 
names  and  qualities  by  indirection. 

Consider  the  new  Warner  Bros, 
release  Space  Jam,  due  out  this 


Costars  Michaei  Jordan  and  Bugs  Bunny  in  the  new  Warner  Bros,  movie  Space  Jam 
Hollywood's  first  feature-length  commercial. 
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How  can 


something  SO  small 

be  50  smart? 


With  the  MicroStamp  Remote  Intelligent 
Communications  (RIC)  system  you  can  make  anything—  from 
boxes  to  employee  badges,  from  luggage  to  loyalty  cards- 
smart  enough  to  process,  store,  and  transmit  information. 
You  can  use  the  MicroStamp  system  to  take 
inventory  without  opening  a  box,  find  a  trailer  without 
entering  a  yard,  know  your  customers'  buying  habits 
without  ever  meeting  them,  or  keep  a  building  secure 
without  stopping  everyone  at  the  door. 


MicroStamp  RIC  combines  a  computer  and 
a  two-way  radio,  housing  them  in  a  device  small 
enough  to  hold  in  your  fingertips.  Using  a 
revolutionary  technology,  each  MicroStamp  RIC 
unit  can  store  256  bytes  of  data  or  more*,  and  can 
communicate  with  a  host  computer  via  a  tiny  radio. 

Just  imagine  how  you  could  use  the  MicroStamp 
RIC  system  to  help  reduce  costs,  minimize  inventories, 
improve  operational  efficiencies,  and  ensure  customer 
loyalty.  To  find  out  more,  call  us  toll-free  today 
or  visit  the  Micron  Communications  Web  site. 

1-888-MICROSTAMP  (1-888-642-7678)  ext.  303, 

or  http://www.mcc.micron.com. 


COMMUNICATIONS.  INC 

Now     You'll  Know 


;  ruiicciijM  E 


'  Micron  Communications'  Ambit  Mobile  Asset  Control  unit  can  store  up  to  512k  of  data  with  a  remote  range  up  to  150  feet. 


e  1996  Micron  Communications,  Inc.  Alt  rights  reserved.  MicroStamp  is  a  trademark  of  Micron  Communications,  Inc. 


MARKETING 


month.  It's  a  movie  based  on  ad 
agency  Wieden  &  Kennedy's  com- 
mercials for  Nike  Inc.  featuring  bas- 
ketball star  Michael  Jordan  and  car- 
toon hero  Bugs  Bunny.  Joe  Pytka, 
perhaps  the  country's  hottest  TV 
director  of  commercials  (Forbes, 
Dec.  7,  1992),  will  expand  his  30- 
second  vision  to  the  big  screen. 

The  plot  in  brief:  Bugs  Bunny  and 
his  Looney  Tunes  pals  are  in  a  tan- 
gled mess  facing  the  Nerdlucks,  a 
nasty  gang  of  tiny  space  creatures 
who  invade  earth  and  want  to  kidnap 
them.  Bugs  challenges  diem  to  a  bas- 
ketball game. 

Bugs'  secret  weapon,  of  coarse,  is 


Air  Jordan  himself.  We  wouldn't 
think  of  ruining  things  by  giving  the 
ending  away. 

Like  die  Nike  commercial,  the  real 
point  of  the  movie  is  to  sell  ,  sell,  sell. 
In  this  case,  Warner  Bros,  is  looking 
to  hawk  up  to  $1  billion  in  toys, 
clothing,  books  and  sports  gear  based 
on  the  movie  characters.  To  say  noth- 
ing of  the  broad  exposure  it  will  give 
to  a  certain  brand  of  footwear.  Not 
satisifed  with  extracting  8  bucks  from 
you  at  the  box  office,  Warner  wants 
to  send  you  out  to  the  mall  with  an 
irresistible  hankering  for  their  Space 
Jam  jerseys  and  dolls. 

Due  out  next:  a  movie  based  on 


Movie-style  commercials  for  ESPN's 
SportsCenter  (top)  and  Guess  apparel 
The  ESPN  spot's  directors  just  landed 
a  three-movie  deal,  while  a  feature- 
length  film  based  on  the  Guess  ad 
starts  shooting  next  year. 


another  Nike  advertising  character,  a 
marionette  who  looks  like  Orlando 
Magic  basketball  player  Penny  Hard- 
away.  Several  studios  are  reportedly 
interested  in  bidding  on  the  project. 

Madison  Avenue  and  Hollywood 
are  snuggling  up  in  other  ways,  too. 
In  an  age  where  attention  spans  are 
in  free  fall,  Hollywood  is  looking  for 
new  ways  to  hook  people.  To  direct 
The  Rock,  starring  Sean  Connery  and 
Nicholas  Cage,  producer  Jerry 
Bruckheimer  picked  commercial 
director  Michael  Bay.  He's  the  one 
who  did  those  attention-getting 
"Got  Milk?"  ads  for  the  California 
Fluid  Milk  Processor  Advisory  Board 
featuring  tortured,  milk-deprived 
cookie  eaters. 

While  Connery  and  Cage  don't 
drink  milk  on  screen,  Bay's  commer- 
cial training  is  clear.  The  action  movie 
is  a  zippy  pastiche  of  gun  blasts, 
explosions  and  one-liners.  It's  got  the 
kind  of  fast  pacing  designed  to  keep 
even  the  most  committed  TV  channel 
surfer  immobilized.  "It's  like  a  series 
of  vivid,  focused,  60-second  commer- 
cials," says  Ronald  Burkhardt,  a  New 
York- based  advertising  strategist. 

While  movies  get  more  like  com- 
mercials, commercials  get  more  like 
movies.  A  new  Levi  Strauss  &  Co. 
commercial  takes  a  full  minute — an 
eternity  on  Madison  Avenue — to  tell 
the  tale  of  a  blonde  in  a  black  bikini 
who  slips  her  key  to  the  handsome 
pool  boy.  What  do  you  suppose  he's 
wearing? 

When  the  bad  guys  shake  the  kid 
down,  they  can't  find  the  key — it's 
cleverly  hidden  in  the  secret  inside 
pocket  of  his  Levis.  "We  think  we 
should  be  making  longer,  more  cine- 
matic advertising,"  says  Levi's  adver- 
tising manager,  Robert  Beuther. 
Beguile  the  viewer  with  a  story  and, 
while  she's  entranced,  slip  her  your 
message. 

George  Orwell  got  it  a  little 
wrong.  Big  Brother  doesn't  want  to 
brainwash  us.  He  just  wants  to  sell  us 
blue  jeans  and  sneakers.  B 


324 


Forbes  ■  November  4,  1996 


Have  you  sent  some  brilliant  notions  zipping 
'round  the  Earth? 

Because  you  already  have  the  tools  to  start 
The  Future  now.  Like  Wireless  Data,  Fiber  Networks 
and  Internet  Solutions.  Not  to  mention  Interactive 
TV,  Personal  Communications  Services/PCS, 


©  1996  Bell  Admiriu  ' 


Broadband  Networks  and  lots  oj  other  innovative 
things  to  come. 

They're  brought  to  you  by  a  company  you 
probably  think  you  already  know  -  Bell  Atlantic. 

But  they're  powered  by  that  head  full  oj  thoughts 
and  ideas  you'd  like  to  ricochet  off  the  moon. 


*****    v ' 

Bounce  any  ideas 
of  f  satellites  today? 


tlanlic.com/ 


@  Bell  Atlantic 

THE  HEART  OF  COMMUNICATION* 


DUMP  THEM,  YOU  BREAK  THE  LAW.  RECYCLE  IMPROPERL 

Whether  your  company  produces  waste,  tries  to  recycle  it  or  depends  on  a  steady  supply  of  raw  materials,  yo 
business  is  bound  to  be  affected  by  environmental  controls. 

There  are  thousands  of  regulations,  both  in  the  U.S.  and  overseas,  designed  to  protect  the  environment.  The 
environmental  standards  are  in  a  constant  state  of  flux,  and  can  have  far-reaching  risk  implications  for  all  kinds 
businesses.  Fortunately,  AIG  specializes  in  designing  the  kind  of  custom  coverages  you  need  to  cope  successful 


DU  BREAK  THE  LAW.  MEANWHILE,  MORE  TIRES  JUST  CAME  IN. 


th  changing  conditions.  In  fact,  AIG  is  the  only  worldwide  insurance  and  financial  organization  that  helps  manage 
ur  business  risks  with  a  broad  range  of  customized  services.  Services  like  environmental  remediation  coverage, 
dging  and  market-making  in  commodities  and  stop-loss  protection.  And  we've  got  the  top  financial  ratings  to 
ck  us  up.  So  we'll  be  there  to  help  keep  your 
siness  rolling  along. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270 


AIG 
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FAST  TRACK 


EDITED  BY  NANCY  ROTENIER 


Fashion  police 

Designers  like  Karl 
Lagerfeld,  Miuccia  Prada 
and  Gianni  Versace  have 
flooded  their  runways 
lately  with  models  sport- 
ing military  and  other  uni- 
form styles.  Lots  of 
epaulets,  brass  buttons 
and  such.  The  outfits 


make  local  police  chiefs 
look  downright  trendy. 

Good  news  for  Michael 
Spiewak,  president  of  I. 
Spiewak,  maker  of  outer- 
wear for  the  police,  EMS 
and  military.  Spiewak's. 
great-grandfather  founded 
the  family-owned  firm  in 
1904.  "Fashion  came  our 


way,"  Spiewak  says. 
"We're  trying  to  capitalize 
on  that." 

So  in  addition  to  selling 
directly  to  law  enforce- 
ment agencies,  Spiewak  is 
busily  flogging  his  wares 
to  tony  stores  like  Nord- 
strom, Bloomingdale's 
and  Barneys.  Sales  should 
be  up  40%  this  year,  to 
nearly  $100  million. 


Emboldened,  Spiewak  is 
now  moving  his  fashions 
into  China,  Korea  and 
South  America,  and  is 
even  licensing  shoes  and 
tote  bags.  Says  Spiewak, 
45:  "We  used  to  say  if  it's 
ugly  and  it's  worn  out- 
doors, it's  ours.  Now  we 
say  if  it's  ugly  and  it's 
worn  outdoors,  it's  fash- 
ion, and  it's  still  ours." 


Columbia  Gas'  Oliver  Richard 
Reaching  nirvana? 


ichael  Spiewak 
He  likes  things  uniform 


Boy  wonder 

Federal  Energy  Regula- 
tory Commissioner  at  29, 
Oliver  Richard  III  moved 
on  for  impressive  operat- 
ing stints  at  Tenneco, 
Enron  and  New  Jersey 
Resources.  Then,  last  year, 
he  landed  as  chief  execu- 
tive of  $2.6  billion  (sales) 
Columbia  Gas  System,  the 
troubled  Reston,  Va.- 
based  natural  gas  pipeline 
and  distribution  outfit. 
Was  Richard,  now  44, 


daunted  by  the  challenge 
of  joining  a  firm  in  bank- 
ruptcy? "It  was  nirvana  for 
me,"  he  says.  "It  had 
everything  I  had  prepared 
for  in  my  career." 

Pulling  the  firm  out  of 
Chapter  1 1  last  Novem- 
ber, he  divested  an  explo- 
ration unit,  cut  a  layer  of 
management  and  tied  the 
compensation  of  those 
remaining  to  Columbia's 
earnings.  Result:  The 
stock  has  doubled,  to  a 
recent  59. 


But  Richard  still  faces 
major  hurdles.  As  his  2 
million  local  customers 
get  to  choose  providers, 
he's  offering  new  services 
like  appliance  and  pipe 
repair  and  pipe  insur- 
ance— unproven  tactics. 

Then  there's  how,  or 
whether,  to  consolidate  in 
a  rapidly  deregulating 
industry.  Buy,  sell,  align? 
"Like  Indiana  Jones,  when 
you  choose  your  chalice," 
says  Richard,  "you'd 
better  choose  wisely." 


Let  them  eat  cheesecake 

For  years  officials  of  $18.6  billion  (sales)  Sara  Lee 
Corp.  had  been  promising  Wall  Street  they'd  cut  inter- 
est costs,  start  buying  back  stock  and  attack  their 
anemic  13%  return  on  investment. 

It  didn't  happen  until  Judith  Sprieser  took  over  as 
chief  financial  officer  two  years  ago.  Sprieser,  43,  a 
superconfident,  no-nonsense  nine-year  veteran  of  the 
Chicago-based  firm,  quickly  got  down  to  business.  She 
trimmed  interest  expense  by  6.5%  last  year,  down  to 
$173  million.  In  the  past  four  months  she's  bought 
back  nearly  3.5  million  shares  of  stock — which  recently 
hit  a  52-week  high  of  36^. 

Her  other  goal — reaching  a  greater  than  15%  return 
on  investment — may  be  a  bit  harder  to  reach  so  quickly. 
Sales  of  hosiery,  which  include  high-profile  brands  like 
L'Eggs  and  Hanes,  are  down  9%  this  year.  And  many 
analysts  think  the  $500  million  Sara  Lee  recently  paid 
for  French  processed  meat  firm  Aoste  was  too  high. 


But  Sprieser  is  determined.  When  she  joined  Sara  Lee 
as  assistant  treasurer,  she  asked  the  chief  financial  officer 
what  it  would  take  to  have  his  job  someday.  "He  said, 
'You  can't  get  here  from  where  you  are.'"  Oh,  yeah?  H 


Judith  Sprieser  of  Sara  Lee 
No  pie-in-the-sky  promises. 
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\/hat  kind  of  world  will  our  children  inherit?  It  depends  on  the 
ecisions  we  all  make  today. 

hilips  believes  that  we  have  a  responsibility  to  make  more  than  "things." 
hat  we  must  strive  to  make  life  better. 

hilips  has  contributed  to  many  of  the  world's  digital  standards. 
)ur  capabilities  include  computer  and  video/VGA  presentation 
lonitors;  CD-ROM  recorders;  DVD-ROM  drives  and  multimedia 
Jd-ons;  handheld  computing  products;  speech  processing;  and  the 
imiconductors,  laser  optics  and  components  that  drive  them. 

his  huge  knowledge  base  is  at  the  heart  of  a  new  generation  of  products 
>r  a  new  generation  of  human  beings. 


PHILIPS 


Ve  believe  in  the  power  of  technological  innovation, 
ut  above  all,  we  respect  the  people  it  is  created  for. 


©1996  Philips  Electronics  North  America  Corporation 
Philips  Electronics  NV  1995  Worldwide  Sales. 
Philips  Electronics  NV  holds  more  than  50,000  global  patent  rights. 


How  a  bunch  of  straitlaced,  middle-aged  defense  contractors 
succeeded  in  the  sex-and-violence  world  of  computer  games. 

airaight  arrows 


twisted  metal 


5 


By  Bruce  Upbin 

A  JOURNALIST  with  an  addiction  to 
fast-paced  computer  games  is  trying 
Jet  Moto  and  loving  it.  But,  damn! 
His  speeding  motorcycle  slams  into  a 
glacier  wall  and  drops  into  an  abyss. 
He's  tempted  to  use  a  stronger  exple- 
tive, but  this  is  Salt  Lake  City  and  his 
hosts  don't  like  swearing. 

Never  before  in  the  youthful, 
bloodthirsty  videogame  business  has 
so  wholesome  a  bunch  of  engineers, 
many  of  them  Mormons,  succeeded 
so  well  as  at  SingleTrac  Entertainment 
Technologies,  Inc.  You  could  even 
argue  that  their  success  occurred 
because  of,  not  in  spite  of,  their  piety. 
They  joined  the  front  ranks  of  inde- 
pendent game  developers  soon  after 
landing  one  of  the  first  contracts  to 
write  a  game  for  Sony's  PlayStation,  at 


a  time  when  the  only  available  techni- 
cal specs  for  this  player  were  written  in 
Japanese.  The  key  actor  here  was  one 
Travis  Hilton,  a  30-year-old  program- 
mer who  understood  Japanese  because 
he  had  spent  a  year  in  Japan  as  a 
Mormon  missionary. 

SingleTrac's  seemingly  unhip  style 
starts  with  its  president,  Michael 
Ryder.  He's  44,  is  married,  has  two 
kids,  drives  a  Ford  Bronco  and  speaks 
with  a  calm,  almost  inaudi- 
ble voice.  In  1976,  at  24, 
Ryder  was  put  in  charge  of 
two  of  the  eight  nuclear 
reactors  aboard  the  carrier 
U.S.S.  Enterprise.  After  that 
came  six  years  in  manage- 
ment at  Control  Data. 

In  early  1994  Ryder  was 
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heading  up  the  commercial  business 
group  at  3-D  graphics  pioneer  Evans 
&  Sutherland  Computer  Corp.  in  Salt 
Lake  City.  Since  1968  Evans  & 
Sutherland  had  been  making  every- 
thing from  commercial  airline  simula- 
tors to  $  1 0  million  fake  cockpits  used 
to  train  combat  pilots.  But  the  com- 
pany wasn't  exactly  attuned  to  the 
mass  market.  Its  proudest  consumer 
offering  at  the  time  was  an  $80,000 
hang  glider  simulation  for  use  in 
indoor  amusement  parks. 

Sony  executives  came  knocking  on 
Evans  &  Sutherland's  door,  looking 
for  technical  help  on  games  for  its  yet- 
to-be-released  PlayStation.  Nothing 
concrete  came  of  the  discussions,  but 
Ryder  smelled  opportunity.  He  called 
his  friends,  Todd  Kelly,  38,  and 
Michael  Bartholomew,  40,  who  had 
just  finished  up  design  and  installation 
work  on  an  Apache  helicopter  simula- 
tor. Let's  put  in  a  business  plan,  he 
said.  Bartholomew  would  handle  tech- 
nology, Kelly  the  finances,  and  Ryder 
the  managing.  They  started  SingleTrac 
on  April  Fool's  Day,  1994. 

In  August  they  met  with  Olaf  Olafs- 
son,  then  head  of  interactive  media  for 
Sony  and  a  man  very  hungry  for 
games  to  put  on  PlayStation.  Olafs- 

SingleTrac's  Michael  Ryder  (left) 
Michael  Bartholomew  and 
Todd  Kelly  (right); 
Jet  Moto  game 
Clean  gore  only. 


son  casually  flipped  through  Single - 
Trac's  presentation  in  less  than  a 
minute  and  said,  "Okay,  let's  do  it." 
Sony  handed  SingleTrac  some  $2  mil- 
lion in  advance  royalties  for  two  games 
and  an  option  on  two  more. 

Nice  gays  that  they  were,  Single- 
Trac's  programmers  first  proposed  a 
suspenseful  pizza  delivery  game.  Sony 
demurred.  You  can't  sell  a  game  with- 
out violence,  they  said. 

Ryder's  more  religious  employees 
protested  such  gore.  SingleTrac  ended 
up  watering  down  the  more  graphic 
aspects  of  demolition  derby  game 
Twisted  Metal.  But  you  still  kill  your 
opponents  and  occasionally  take  out 


an  innocent  pedestrian  or  two. 

The  lack  of  gore  may  disappoint 
some  game  fans,  but  the  action  does 
not.  In  a  SingleTrac  game,  walls  and 
trees  come  rushing  up  at  80mph. 
Horizons  stretch  away,  peppered  with 
burning  fuselages.  There's  music  from 
a  ten-piece  rock  orchestra  playing  in 
the  background. 

Creating  3-D  worlds  requires  seri- 
ous processing  power.  Only  a  few 
years  ago  computers  powerful  enough 
to  generate  3-D  graphics  were  found 
only  in  $10  million  military  combat 
and  flight  simulators.  Today  real-time 
3-D  with  rich  sound  and  thousands  of 
colors  is  available  in  your  living  room. 
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INTERACTIVE  MEDIA 


Not  for  the  first  time,  Tektronix  is  trying  to  reinvent  itself. 

Reediting 
Tektronix 


Don  Zimmerman  editing  film 
By  Nikhil  Hutheesing  Beats  razors. 


All  it  takes  is  $200  for  a  32-bit  hard- 
ware console  like  the  Sony  PlaySta- 
tion or  Sega  Saturn.  Or  you  could 
outfit  a  $2,500  Pentium  PC  with  a 
$200  graphics  accelerator  card. 

To  make  !:he  graphics  as  smooth  as 
possible  requires  redrawing  the 
screen's  images  at  least  20  times  per 
second.  (Hollywood  films  go  at  24 
frames  per  second.)  That,  in  turn, 
means  cramming  all  the  computation 
for  one  frame — animation,  sound 
effects,  texture  mapping — into  50  mil- 
liseconds. Shortcuts  are  mandatory, 
even  though  PlayStation's  processor 
can  do  300,000  calculations  per  mil- 
lisecond. For  example,  Jet  Moto  puts 
the  player  on  a  jet-propelled  motorcy- 
cle. The  programmers  could  have  used 
painstakingly  accurate  coefficients  of 
friction  as  the  bike  bumps  along  sand- 
bars at  80mph.  Instead,  they  fudged 
the  calculations  to  run  the  bike  slower 
on  sand  and  faster  on  concrete. 

Sony's  cash  paid  for  the  first  hand- 
ful of  what  is  now  a  team  of  45  pro- 
grammers, a  quarter  of  them  3-D  spe- 
cialists defecting  from  Evans  & 
Sutherland.  By  December  1995,  Sin- 
gleTrac's  Twisted  Metal  and 
WarHawk  were  in  stores.  To  date  the 
two  titles  have  sold  in  excess  of 
500,000  copies  combined,  generating 
some  $28  million  in  retail  and  quickly 
earning  back  Sony's  advance  against 
royalties  (Ryder  won't  talk  finances, 
but  12%  is  typical). 

Thrills?  "In  the  defense  business  the 
fruits  of  your  labor  are  seen  by  people 
training  to  fly  F-16s.  Here  you  work 
on  something,  and  next  thing  you 
know,  people  hit  your  home  page  and 
say  'you  guys  are  gods,'  "  says  Kelly. 

The  early  successes  attracted  the 
attention  of  deep-pocketed  Microsoft, 
which  is  trying  to  boost  its  disap- 
pointing 5%  market  share  in  PC  games. 
In  September  Microsoft  chipped  in 
some  $4  million  by  buying  SingleTrac 
preferred  stock  in  a  private  placement, 
its  first  equity  stake  in  an  outside  game 
developer.  The  money  will  enable  Sin- 
gleTrac to  finance  games  without 
giving  up  ownership  of  them.  In  this 
business,  publishers  make  more 
money  than  authors. 

"These  guys  know  how  to  do  3-D 
right,"  says  Ed  Fries,  head  of 
Microsoft's  game  division.  The  smart 
money  is  agreeing  with  the  kids  on 
the  Internet.  H 
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In  1979  Don  P.  Zimmerman  edited 
Heaven  Can  Wait,  a  Warren  Beatty 
comedy,  by  wading  through  110 
miles  of  celluloid  with  a  razor  and  a 
splicer.  Last  summer  he  edited  the 
Eddie  Murphy  comedy  The  Nutty 
Professor  with  a  $100,000  digital 
videoediting  system  made  by  Tek- 
tronix, Inc.  of  Wilsonville,  Ore. 

This  is  a  fairly  new  business  for 
Tektronix,  which,   like  Hewlett- 


Packard,  started  out  a  half-century 
ago  as  a  manufacturer  of  oscillo- 
scopes, the  display  screens  that  tell  an 
electronic  engineer  if  his  equipment 
is  working.  Like  HP,  Tektronix  has 
had  to  veer  off  in  search  of  newer 
technologies  in  order  to  keep  its  rev- 
enues growing.  Unlike  hp,  Tektronix 
has  not  been  hugely  successful  in  this 
endeavor. 

Hewlett-Packard  has  20  times  Tek- 
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THE  MORE  TIME  YOU 
SPEND  THINKING 
ABOUT  YOUR 
INFORMATION  SYSTEMS, 

THE  LESS  TIME  YOU 
HAVE  FOR  CUSTOMERS. 


rhe  very  systems  that  should  make  you  more  competitive  are  often  a  sinkhole  of  your  time,  your  effort, 
md  your  money. 

Fortune  500®  companies  don't  have  that  worry  because  of  their  vast  resources.  Why  should  you? 
rhat's  the  premise  of  networkMCI  Enterprise  Managements 

This  innovative  service  can  help  your  company  build,  manage  and  support  cutting-edge 
nformation  systems.  For  the  first  time,  state-of-the-art  equipment,  constant  monitoring  and 
anparalleled  end  user  support  are  available  from  a  single  source. 

By  offering  packages  of  proven  technology  and  ongoing  support  services,  we  will  make  your 
nformation  systems  both  affordable  and  easy  to  manage.  To  see  just  how  affordable  and  easy,  call  your 
ocal  networkMCI  representative  at  1-800-338-6815  or  log  on  to  http://www.mcisystemhouse.com. 

MCI  Systemhouse 

Real  benefits  from  converging  technologiessM  ©  1996  mci.  am  rights  reserved. 
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REMEMBER     / H EN     A     SCHOOL     ID  CARD 


HELD     JUST    YOUR  PHOTO? 


Today, 


IT  HOLDS 


THE   KEY  TO 


ALMOST 


EVERYTHING. 


ON   COLLEGE  AND  UNIVERSITY 


campuses. 


learning  isn't  confined  to  the  classrooms. 

School  administrators  are  also  learning  quite  a  bit, 
too.  Learning  how  to  make  the  campus  a  safer  place. 
Learning  how  to  make  operations  more  precise  and 
efficient.  And  learning  how  to  enhance  revenue 
opportunities. 

They're  improving  the  overall  quality  of  campus  life 
with  the  help  of  a  familiar  tool  —  the  ID  card. 
Backed  by  a  powerful  integrated  computer  system 
and  the  expertise  of  Diebold,  the  once-simple  ID 
card  can  now  handle  a  variety  of  exciting  functions. 
It's  cutting  a  path  to  many  new  opportunities. 


SPECIAL       ADVERTISING  SECTION 


CARD  PROVIDES 
SECURITY,  PERMITS 
SELF-SERVICE 
TRANSACTIONS  AND 
ACCESSES 
INFORMATION. 


One  card  with 
many  uses. 

I  At  many  of  today's  institutions  of 
higher  learning,  students,  faculty, 
support  staff  and  visitors  are  using 
a  single  ID  card  to  gain  access  to 
special  events,  sporting  events  and 
facilities  such  as  dormitories  and 
labs.  The  same  card  also  serves  as  a 
library  card,  pays  for  cafeteria 
meals,  vending  machine  purchases, 
books  and  laundry  services,  and 
permits  cash  withdrawals,  fee 
payments  and  other  transactions. 
On  some  campuses,  students 
electronically  access  class  schedules 
and  other  information. 

Diebold  has  used  its  experience  in 
card-based  transaction  systems  to 
create  the  Integrated  Campus  Access 
Management  (ICAM)  system. 
ICAM  changes  campus  life  in  many 
ways.  One  obvious  difference: 
lines  at  book  stores,  cafeterias,  fee 
payment  windows  and  special  events 
are  shrinking  or  disappearing. 

But  while  ICAM  means  added 
convenience  for  the  end  user,  to 
campus  security  it  provides  a  cost- 
effective,  highly  reliable  way  to 
protect  people  and  assets.  Security 
is  enhanced  without  hampering 
freedom  of  movement.  On  many 
campuses,  the  ICAM  system  links 
sell-service  technology  with  state- 
of-the-art  security.  And  a  single 
integrated  system  can  monitor  an 
entire  campus,  including  satellite 
campus  and  off-campus  locations. 


Beyond  self-service  and  security, 
ICAM  is  a  way  for  campus  ad- 
ministration to  enhance  revenue 
opportunities  and  improve  accuracy 
and  efficiency  in  the  management 
and  storage  of  information. 

Other  campus-like 
environments,  tdd. 

The  same  computerized,  card-based 
systems  that  so  greatly  benefit  colleges 
and  universities  also  benefit  hospitals, 
airports,  prisons,  corporate  facilities, 
high  schools  and  elementary  schools, 
and  other  environments.  In  the 
healthcare  market,  Diebold  solutions 
enhance  the  speed,  accuracy  and 
cost  efficiency  of  automated  drug 
dispensing,  inventory  control, 
electronic  security,  self-service 
systems  and  other  health  services. 
At  sporting  events,  Diebold 
hardware  and  software  solutions 
enable  fans  to  purchase  items  with 
stored-value  smart  cards. 


Customers  in  each  of  these  markets 
share  many  of  the  same  needs.  They 
all  want  to  improve  security,  plus 
manage  information  and  provide 
services  more  efficiently  and  pro- 
ductively. Diebold  helps  customers 
achieve  these  goals  by  linking  a 
variety  of  services.  And  it's  all  done 
with  a  single  card. 


Diebold,  Incorporated 

P.O.  Box  3077 
Dept.  9-79 

North  Canton,  Ohio  44720-8077 
Call  toll-free  1-800-999-3600 
Fax  3  30-490-3794 

Internet  http:  /  /  www.cliebold.com 


DIEBOLD 


INTERACTIVE  MEDIA 

Jerome  Meyer 

and  Lucie  Fjeldstad 

They'll  digitize  your  newsroom. 


tronix's  $1.8  billion  in  revenues,  hp's 
net  profit  margin  last  year  was  8%; 
Tektronix's,  only  6%.  Both  of  these 
companies  have  color  printers  on  the 
market.  This  year  HP  will  sell  3  mil- 
lion of  them,  mostly  to  the  home 
market.  Tektronix  will  probably  ship 
in  the  U.S.  only  20,000  of  its  color 
printers,  mostly  to  the  commercial 
market.  Tektronix,  in  fact,  came 
pretty  close  to  bankruptcy  in  1990, 
when  it  shut  down  23  money- bleed- 
ing product  lines,  ranging  from  semi- 
conductors to  workstations. 

In  1990  Chief  Executive  Jerome 
Meyer  was  brought  in  to  rescue  the 
company.  He  succeeded  in  shrinking 
the  payroll  from  12,000  to  8,000 
employees,  while  keeping  revenues 
close  to  constant. 

Now  comes  the  harder  part — get- 
ting the  thing  growing  again.  Tek- 
tronix still  makes  oscilloscopes  and 
other  testing  devices,  but  Meyer 
wants  this  part  of  the  company  to 
shrink  in  relative  importance.  He 
aims  to  get  at  least  a  third  of  revenues 
and  profits  from  videoediting  hard- 
ware and  software  and  videonetwork- 
ing  by  the  year  2000. 

Easier  said  than  done.  Avid  Tech- 
nology (Forbes,  June  6,  1994)  had  a 
head  start,  having  been  the  first  to 


digitize  film  editing.  Its  software  was 
the  most  firmly  entrenched  in  that 
business. 

Tek's  videonetworking  chief, 
Lucie  Fjeldstad,  came  up  with  a 
quick  response:  The  company 
bought  its  way  in.  It  spent  $70  mil- 
lion in  June  1995  to  acquire 
London-based  Lightworks,  whose 
software  rivals  Avid's  in  Hollywood. 

"■We're  going  right  into  a  business 
we  never  thought  about  being  in," 
declares  Meyer.  "But  it's  a  $50  billion 
opportunity."  He's  dreaming  of  a 
video-on-demand,  bandwidth-rich 
future  for  the  Internet. 

Tektronix  got  into  videoediting  as 
an  outgrowth  of  its  involvement  in 
the  signal  testing  equipment  used  by 
television  broadcasters.  Video  files 
are  immense  data  hogs,  and  up  until 
now,  only  tape  players  were  big 
enough  to  hold  them. 

Meyer  saw  a  business  in  replacing 
those  players  with  ultrafast  digital 
VideoServers,  and  he  poured  $13 
million  into  developing  one  that 
could  store  32  gigabytes  of  data. 
That's  enough  gigabytes,  with  some 

<cWe're  going  right  into  a 
business  we  never  thought 
about  being  in.  But  it's 
a  $50  billion  opportunity." 


data  compression,  to  hold  three 
hours  of  broadcast-quality  television 
footage. 

Tek  began  building  the  servers  in 
1994,  using  its  own  drivers  and  hard 
disks  supplied  by  Seagate 
Technologies.  Since  April  1995  it 
has  sold  1,500  units  to  broadcast  sta- 
tions, replacing  6,000  analog  video- 
tape recorders  at  such  companies  as 
NBC,  Tele-Communications,  Inc. 
and  British  Sky  Broadcasting. 

Fjeldstad  figured  that  the  server 
could  also  be  used  to  edit  video 
footage  on  the  fly.  Here  the  editor 
moves  finished  digital  images;  the- 
atrical film  editors  such  as 
Zimmerman,  in  contrast,  use  the 
digital  version  merely  as  a  cutting 
guide  for  a  celluloid  film  print.  In  a 
few  weeks  Tek  will  ship  its  combined 
storage  and  editing  system. 

Such  a  system  could  be  used  in  a 
newsroom.  Television  broadcasters 
are  the  immediate  target  for 
Tektronix's  salesmen.  About  90%  of 
news  show  studios  still  use  analog 
tape  recorders  to  edit  film.  A  camera 
crew  might  run  to  a  fire,  videotape 
it,  bring  the  footage  back  and  make 
multiple  copies  for  newswriters. 
Each  one  adds  his  two  cents  before 
an  editor  re-records  it  all  onto  yet 
another  tape. 

The  quality  drops  a  bit  with  each 
copying.  The  final  version  gets  run 
down  the  hall  into  the  studio  just  as 
the  anchorman  turns  to  the  story. 

Meyer  envisions  the  day  when 
cameramen  will  download  stories 
into  Tektronix's  VideoServer,  from 
which  editors  and  writers  will  access 
the  original  itself,  not  a  copy.  Their 
collective  labor  will  be  shot  at  100 
megabytes  per  second  to  the  broad- 
cast studio,  where  the  video  will 
appear  on  screen  just  as  the  anchor 
turns  to  the  story. 

In  the  feature  film  market,  Tek- 
tronix's skill  with  giant  servers  will 
give  it  an  edge  in  competing  with 
Avid.  For  $85,000  you  can  get  a  Tek- 
tronix server  that  stores  1,600  giga- 
bytes, or  1.6  terabytes,  of  digitized 
images. 

It's  a  nice  product,  but  this  is  not 
an  easy  market  to  be  in.  Sony, 
Hewlett-Packard  and  Silicon  Graph- 
ics are  all  moving  in  on  this  business. 
Meyer  is  playing  in  some  pretty  pro- 
fessional company.  ■ 
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GET  A  BETTER  RECEPTION 
FOR  YOUR 
ENVIRONMENTAL 
TECHNOLOGY. 


If  your  effort  to  market  your  environmental  or  process  improvement  technology  has 
fallen  on  deaf  ears,  it's  time  you  talked  to  someone  who  can  open  the  right  doors. 

AM-RE  SERVICES  understands  the  challenges  of  commercializing  new  technologies. 
We've  helped  others  bring  theirs  to  market  by  connecting  them  with  the 
people  who  count.  We  can  do  this  because  we  are  an  affiliate  of  American 
Re-Insurance  Company  an  $8  billion  international  corporation  with  many  of  the  world's 
largest  companies  as  clients.  Access  to  our  worldwide  network  ensures  that  your 
message  will  be  heard  by  top  decision  makers. 

If  this  sounds  like  the  opportunity  I9jfcp  AM-RE  SERVICES,  INC. 
you've  been  waiting  for,  contact  us  and        W         A  subsidiary of  American  Re  corporation 

Technology  Transfer  Group 

tell  US  more  abOUt  your  Company.        555  college  Road  East,  Princeton,  NJ  08543-5241  (609)  243-4880 
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INSIGHTS 


For  widows  and  gamblers 


BY  PETER  HUBER 


■  i  mm 

Peter  Huber,  a  senior 
fellow  of  the  Manhattan 
Institute,  is  the  author 
of  Orwell's  Revenge; 
E-mail  address  is 
72643.2211® 
CompuServe.com 
His  home  page  is 
http://www.phuber.com/ 
huber/home.html 


The  recent  10%  swoon  in  AT&T's  stock  price 
is  only  a  small  sign  of  things  to  come.  Yester- 
day's phone  company  stock  was  as  stable  as  an 
annuity.  Tomorrow's  will  be  as  stable  as  a 
pork  belly. 

First,  one  reason  why  I  could  be  wrong. 
Networks  are  a  lot  more  rigid  than  stand- 
alone boxes.  In  the  1980s  microcomputers 
could  seize  market  share  from  IBM  one  desk  at 
a  time.  But  it's  harder  to  build  and  sell  a  com- 
petitive network.  Once  connected,  people 
hate  to  change.  Most  of  us  stayed  with  AT&T 
long  after  MCI  and  Sprint  had  begun  offering 
cheaper  service.  MCl's  Friends  and  Family 
marketing  program  thrived  by  creating  new 
islands  of  interconnected  stability.  The  safest 
prophecy  with  networks  is  always:  no  change. 

Now,  the  six  reasons  why  I  don't  think  I'm 
wrong — why,  that  is,  the  pork  belly  prognosis 
is  correct.  Three  are  technological,  three  regu- 
latory. Together  they  will  change  the  land- 
scape completely.  The  volcanic  eruption  of 
Krakatoa  in  1883  will  seem  calm  and  orderly 
by  comparison. 

New  dial  tone.  The  silicon  revolution  rolls 
on.  The  computing  power  of  a  $10  million 
mainframe  telephone  exchange  will  soon 
dwell  comfortably  in  a  cheap  workstation. 
Internet  communication  standards  will  replace 
dial  tone.  Tens  of  thousands  of  banks,  insur- 

The  capacity  of  every 
network  is  doubling  once 
every  two  years.  Demand 
will  rise  even  faster. 


ance  companies,  universities  and  apartment 
landlords  will  vie  for  a  piece  of  the  new  action. 

Digital  reigns.  All  analog  wires  and  radio 
transmitters  are  obsolete.  Digital  nodes 
require  digital  links.  Digital  phone  lines:  first 
narrow  ones  (isdn),  then  broad  ones.  Ether- 
net on  cable.  Digital  radio  for  everything 
wireless.  Analog  dies,  whether  it's  television 
or  telephone,  whether  it  delivers  voice,  video 
or  data.  So  the  transport  of  the  vast  quantities 
of  information  that  still  move  on  analog 
plants  is  up  for  grabs.  Everyone  with  a  wire 
or  a  transmitter  will  grab. 

Bandwidth  soars.  The  capacity  of  every 
wired  and  wireless  network  is  doubling  about 
once  every  two  years.  Demand  will  rise  even 


faster.  In  the  next  decade  we  will  see  a  hun- 
dredfold increase.  Which  means  that  99%  of 
the  transport  market  of  2006  doesn't  belong 
to  anyone,  yet.  Everyone  with  a  wire  or  a 
transmitter  wants  to  own  it. 

Regulation  normally  dissipates  the  speed 
and  energy  of  technological  tsunamis,  but  not 
this  time.  An  ancient  dam  of  regulation  is 
giving  way,  to  release  the  lake  behind  it. 

Taxes  die.  Penny  by  penny  yesterday's  regu- 
lators put  in  place  a  $20  billion  labyrinth  of 
"access"  charges.  These  per-minute  levies  are 
collected  on  long  distance  minutes,  passed 
down  to  local  phone  companies  and  used  to 
subsidize  local  phone  service.  But  they  are 
imposed  only  on  wired,  voice  traffic — not  on 
wireless,  not  on  video,  not  on  data.  So  every 
new  digital  server  calls  itself  a  data  carrier  and 
saves  about  7  cents  a  minute  in  regulatory 
taxes.  Even  when  the  "data  carrier"  delivers 
voice.  The  whole  access-charge  edifice  can't 
stay  standing  in  a  digital  world.  Some  40%  of 
interstate  telephony — all  fax  and  data  traffic — 
could  migrate  today  to  the  tax-free  haven.  It 
soon  will.  Digital  voice  will  follow.  The  col- 
lapse of  the  access-charge  structure  will  put  in 
play  about  one-fourth  of  local  phone  revenues 
and  one-third  of  long  distance  costs. 

Apartheid  ends.  For  six  decades  regulators 
segregated  voice  from  video  from  data.  An 
earlier  column  in  this  space  (Nov.  27,  1989) 
was  titled  "Telecom  apartheid."  That's  legal 
history  now.  All  the  legal  divisions  have  been 
eliminated,  or  will  be  soon.  All  digital  servers, 
all  digital  conduits,  will  be  permitted  to 
process  all  bits.  Telephony,  cable,  broadcasting 
and  computing — several  hundred  billion  dol- 
lars of  industry — may  now  go  after  each  other 
for  the  first  time.  They  will. 

Geography  disappears.  Until  now  regulators 
have  confined  telephone  companies  and 
broadcasters  to  particular  geographic  niches. 
Local  operations  were  walled  off  from  nation- 
al networks.  Now  the  long  distance  operators 
may  go  short,  and  the  short  may  go  long.  The 
spotlight  at  the  moment  is  on  the  long  dis- 
tance carrier's  right  to  interconnect  with  local 
phone  company  networks,  but  this  is  a  two- 
way  deregulato'ry  street.  Long  distance  and 
local  alike  will  be  permitted  to  duplicate, 
interconnect  with  or  resell  each  other's  net- 
works. They  will. 

So  turmoil  is  inevitable.  But  beneath  the 
waves,  the  telecom  tide  will  rise  and  rise.  The 
only  certain  losers  will  be  investors  too  timid 
to  sail  in  these  seas  at  all.  H 
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There  is  an  entire  world  beneath  this  sky,  and  on  it  daily,  2,066,706 futures  are  traded, 
69,960,000  barrels  of  oil  are  produced,  136,145  cars  roll  off  assembly  lines,  countless 
disasters  occur  and  governments  govern,  some  well,  some  poorly.  Yet,  with  all  this  diversity, 
one  basic  need  transcends  all  others.  The  need  to  commu  nicate.  This  is  our  planet.  From 
where  we  sit,  there  are  no  borders  dividing  countries,  no  ribbons  of  telephone  lines,  no  dishes, 
just  the  sky.  And  if  you  can  see  the  sky,  you  can  communicate  on  our  planet. 


INTRODUCING 


The  first  affordable,  portable,  global  communications  system.  Phone,  fax,  e-mail  and  messaging,  for  about  the  price  of  a  laptop  computer. 
Call  1-888-PLANE  TI  or +1-30 'I '-2 '14-3500  outside  the  U.S.  E-mail:  Planetl@coinsat.com  Web:  wv.conisat.com  'MCOMSAT 

Personal  C-ommunicaDons 
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Electronic  electioneers 


BY  JOSEPH  R.  GARBJ 


Joseph  R.  Garber  is 
a  strategist  with 
Americom  Corp.  in 
San  Francisco. 
garber@well.com 


Political  junkies  rejoice:  The  1996  cam- 
paign has  gone  digital. 

Nostalgia  buffs  can  read  the  Communist 
Party's  time-warped  tirades;  for  New  Agers, 
the  Natural  Law  Party  offers  an  on-line  plat- 
form touting  the  civic  benefits  of  transcenden- 
tal meditation.  Ross  Perot,  Lyndon 
LaRouche,  the  Green  Parties  (seems  we  have 
more  than  one),  the  Socialist  Party  and  its 
hated  enemy  the  Democratic  Socialists — all 
manner  of  oddballs  peddle  their  propaganda 
on  the  Internet. 

Even  the  Democrats  and  Republicans. 

Because  political  campaigners  are  skilled 
marketers  who  can  teach  the  rest  of  us  some- 
thing about  using  the  Internet  as  a  sales  tool, 
I  asked  Michael  Cronan,  president  of  award- 
winning  San  Francisco  design  firm 
Cronan/Artifact,  to  critique  the  techniques — 
not  the  messages — of  the  mainstream  parties' 
electronic  campaigns. 

Both  the  Democratic  and  Republican 
National  Committees'  Web  sites 
www.rnc.org/mainstreet  and  www. 
democrats.org)  aim  to  propagate  the  faith 
with  the  same  unpromising  tool,  what 
Cronan  disdains  as  "term  paper  stuff" — 
lengthy,  boring  documents. 

The  GOP  has  franchisee! 
its  on-line  souvenir  shop  to 
Fletcher -Barnhardt  &  White, 
the  merchandisers 
behind  Joe  Camel. 


Whose  term  papers  are  likely  to  get  read? 
Cronan  thinks  the  GOP's — not  for  the  content, 
but  because  of  the  presentation.  According  to 
Cronan,  the  rnc's  Web  site  is  "happy,  hip, 
and  zippy,  with  just  enough  goofy  fun  to 
make  you  want  to  play  with  it."  What  kind  of 
fun?  An  animated  flip-flopping  waffle  high- 
lights the  "Clinton  Outrage  of  the  Day";  a 
crossword  puzzle  entices  visitors  to  stay  on- 
line; lively  graphics  encourage  exploration. 

A  Democrat  himself,  Cronan  calls  his 
party's  site  "flat-line  dull."  The  closest  thing 
to  humor  is  a  "Quote-o-rama"  database  of 
embarrassing  remarks  made  by  Republicans. 

What  about  hot  links?  With  a  click  you  can 
hop  from  the  RNC  to  the  Dole-Kemp  cam- 
paign's home  page.  The  dnc,  though,  offers 


no  link  to  Clinton-Gore.  (If  Bill  Clinton  were 
your  candidate,  would  you?) 

Cronan's  take  on  Clinton-Gore's  use  of  the 
Web  (once  we  found  it):  "Clean,  but  lacking 
personality.  It's  designed  for  Web  wonks,  not 
humans."  There's  one  nice  feature,  a  keyword 
search  that  lets  you  scan  the  Clinton  campaign 
for  information  on  any  subject  of  your  choos- 
ing. Go  ahead,  type  in  "Whitewater." 

The  Dole  site  has  a  section  devoted  to  the 
Senator's  dog,  Leader.  At  Clinton-Gore, 
Socks  does  not  have  his  own  Web  page.  A 
missed  opportunity. 

Cronan  groaned  when  he  discovered  that 
the  GOP  has  franchised  its  on-line  souvenir 
shop  to  Fletcher- Barnhardt  &  White,  the  mer- 
chandisers behind  Joe  Camel.  Fletcher's 
spokesman,  Chip  Forbes  (no  relation  to  this 
magazine),  was  cagey  when  I  asked  him  about 
sales  and  profits.  His  advice  to  fledgling  Inter- 
net marketers:  "Don't  expect  to  get  rich 
quick.  This  is  an  expensive  medium,  and  you 
have  to  be  patient." 

Steven  Schwat,  vice  president  of  the 
Democrats'  merchandising  licensee 
Adspecs/Imagexpres,  says:  "We  get  10  to  12 
orders  a  day.  It's  a  business  worth  doing,  but 
it  needs  a  year  or  more  to  grow."  The  most 
important  thing  for  merchandisers?  Links 
from  other  sites.  "The  more  doors  that  open 
to  an  electronic  store,  the  more  customers 
who  walk  in,"  says  Schwat. 

When  it  comes  to  Internet  marketing,  expe- 
rienced pros  beat  enthusiastic  amateurs.  Just 
look  at  the  numbers.  The  rnc's  site  was 
designed  by  systems  powerhouse  Science 
Applications  International  (for  a  bargain-base- 
ment budget,  less  than  $50,000).  It  receives 
75,000  on-line  visits  a  day.  The  Democrats 
had  party  volunteers  build  its  site.  It  receives 
only  50,000  hits  a  day. 

"People  are  starved  for  real  information," 
says  Mary  Crawford,  spokesman  for  the  GOP. 
"But  they  don't  want  to  be  spoon-fed,  they 
want  to  sift  through  things  themselves." 

Adds  Andrew  Solomon,  speaking  for  the 
Dems:  "The  Web  attracts  a  different  audi- 
ence— younger,  more  involved,  very  respon- 
sive. They  put  a  lot  of  pressure  on  us  to  keep 
our  site  timely.  If  we  don't  make  it  freshly 
interesting  every  day,  they  leave  us." 

So,  like  most  of  the  businesses  trying  to  get 
noticed  on  the  Web,  the  politicians  are  still 
learning  how  to  make  the  medium  work.  But 
work  it  does — if  you  can  sell  term  papers  on 
the  Net,  you  can  sell  anything.  M 
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Horgan  Stanley  is  a  registered  service  mark  and  Morgan  Stanley  RepoLink  is  a  service  mark  of  Morgan  Stanley  Group  Inc 


You've  just  found  the  perfect  opening  into  the  repo  market. 

It's  just  ahead  —  in  fact,  it's  right  there  in  front  of  you.  It's  your  Bloomberg  terminal  and 
it  can  take  you  directly  to  RepoLink,  the  new,  interactive  way  to  trade  repos  with  Morgan  Stanley. 

Trading  repos  with  Morgan  Stanley  means  trading  with  a  reliable, 


MORGAN  STANLEY 


LINK  | secure  counterparty  that  has  one  of  the  highest  credit  ratings  in  the 


industry.  A  counterparty  that  you  can  be  sure  will  stand  behind  its  quoted  rates. 

Morgan  Stanley  RepoLink  gives  you  real-time  pricing  for  a  broad  range  of  repo  trade 
structures,  general  and  special  collateral  markets,  with  terms  of  up  to  three  years.  The  system  is 
simple  to  use  because  it  has  a  limited  number  of  pages  to  navigate  and  a  user-friendly  interface.  Of 
course,  the  phone  is  always  an  alternate  route  if  you'd  rather  trade  on  the  line,  rather  than  on-line. 

If  you've  always  wanted  to  trade  repos  with  Morgan  Stanley  but  missed  the  opportunity, 
now's  the  time.  The  road  has  never  been  clearer.  For  more  information  about  Morgan  Stanley 
RepoLink,  call  (800)  223-2440  ext.  2412.  Or  type  MSRP<Go>  on  your  Bloomberg  terminal. 
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SILICON  STARTUPS 


The  Internet  is  a  powerful  medium  for  targeted 
advertising.  Maybe  a  little  too  powerful? 

DoubleGlick  is 
watching  you 


By  Zina  Moukheiber 

3M  wanted  TO  sell  more  of  its 
MP8030  multimedia  projectors.  This 
nifty  machine  has  built-in  video  and 
speakers,  and  users  can  plug  it  into 
their  laptops.  But  at  $10,000  it's  not 
the  sort  of  thing  for  showing  your 
neighbors  slides  of  the  striped  bass 
you  caught. 

Potential  buyers  work  in  advertis- 
ing agencies  or  the  data  processing 
departments  of  big  corporations. 
How  is  3M  going  to  reach  this 
narrow,  highly  specialized  audience? 

3M  turned  to  DoubleClick,  Inc., 
an  Internet  advertising  broker  in 
New  York  that  targets  its  ads  very, 


very  narrowly.  It  does  that  by  looking 
over  the  shoulders  of  people  brows- 
ing the  Web,  trying  to  guess — from 
their  computer  software,  their  Inter- 
net addresses  and  their  reading 
habits — what  products  they  might  be 
interested  in  buying. 

So  far,  the  ten-month-old  firm  has 
lined  up  60  Web  sites  to  participate  in 
its  network,  among  them  the  sites  for 
Quicken  (the  financial  software  com- 
pany), Travelocity,  Virtual  Comics 
and  Books  That  Work,  a  home  and 
garden  software  publisher.  These 
Web  publishers  split  ad  revenues  with 
DoubleClick  and  allow  DoubleClick 


to  track  who's  visiting  what  site  and 
how  often. 

DoubleClick  derives  these  revenues 
from  such  advertisers  as  AT&T, 
BankAmerica  Corp.  and  American 
Airlines.  The  ad  for  the  fancy  projec- 
tor, for  example,  goes  to  Web  fans 
who  apparently  work  at  advertising 
agencies  or  have  Unix  as  their  oper- 
ating system.  Unlike  the  garden-vari- 
ety Windows  and  DOS,  Unix  tends  to 
be  favored  by  heavy-duty  computer 
users  who  just  might  have  the  deep 
pockets  for  a  high-end  projector. 

Wait  a  minute.  How  does  Dou- 
bleClick know  that  you  work  for  an 
ad  agency?  By  inspecting  your  Inter- 
net address.  DoubleClick  matches  it 
against  a  database  of  70,000  Internet 
domain  names,  a  database  that 
includes  a  line-of-business  code. 

How  does  it  know  you  use  Unix? 
By  asking  your  browser  program. 
Browser  software  (typically  either 
Netscape's  Navigator  or  Microsoft's 
Explorer)  routinely  communicates 
basic  facts  about  your  hardware  and 
software  configuration  to  Web-site 
operators.  They  need  the  information 
in  order  to  make  their  Web  pages 
appear  on  your  screen. 

Bigger  question:  How  does  Dou- 
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bleClick  know  who  you  are?  It 
doesn't,  exactly — it  doesn't  know 
your  name  or  street  address.  But  it 
does  create  a  dossier  on  you,  attached 
to  an  id  number.  The  first  time  you 
log  on  to  any  of  the  60  sites  in  the 
DoubleClick  orbit,  the  DoubleClick 
server  running  that  site  assigns  you 
an  ID  number  and  stores  that  number 
on  your  computer. 

After  that,  whenever  you  visit  any 
of  the  60  sites,  the  DoubleClick 
server  picks  up  the  ID  number  and 
tucks  away  information  about  your 
visit.  Gradually  it  builds  a  pretty  com- 
plete dossier  on  you — and  your 
spending  and  computing  habits. 

Making  all  this  possible  is  a  device 
known  as  a  "cookie."  A  cookie  is  a 
file  created  at  the  behest  of  a  Web 
server  and  stored  on  the  user's  PC. 
Most  Web  sites  use  cookies  to 
remember  a  user's  preferences,  such 
as  what  items  have  been  selected  for 
purchase,  or  whether  or  not  the  user 
is  reading  the  page  using  frames. 

However,  if  the  Web  site  is  affiliat- 
ed with  DoubleClick,  the  cookie  also 
contains  the  ID  used  to  create  user 
profiles.  All  very  innocuous,  insists 
Kevin  O'Connor,  the  3 5 -year-old 
chairman  and  cofounder  of  Dou- 


bleClick. But  he  admits  that  visitors 
to  these  sites  probably  don't  know 
they  are  being  watched  and  studied. 
Their  browser  software  may  warn 
them  that  a  cookie  is  being  created, 
but  nowhere  is  it  divulged  what  the 
purpose  of  the  ID  number  is. 

Is  this  kosher?  Should  Web  sites  be 
keeping  profiles  of  their  visitors?  "We 
are  very  concerned  about  sites  that 
don't  inform  users.  It's  important 
that  people  know  what's  being  col- 
lected and  for  what  purpose,"  says 
Lori  Fena,  executive  director  of  the 
Electronic  Frontier  Foundation,  an 
advocacy  group  for  electronic  privacy 
rights. 

But  the  outrage  may  be  overdone. 
In  a  way  this  profiling  differs  only  in 
degree  from  what  advertisers  have 
been  doing  for  years.  If  you  want  to 
sell  surround  sound  systems,  you 
select  readers  who  like  to  read  about 
high-fidelity  stereo  equipment.  You 
do  that  by  advertising  in  Stereo 
Review  magazine. 

DoubleClick  could  eventually  take 
this  a  step  further.  For  example,  by 
cross-matching  visitors  to  an  opera 
page  with  visitors  to  a  hi-fi  page,  it 
could  create  the  perfect  audience  for 
an  advertisement  pitching  a  surround 


sound  CD  of  The  Magic  Flute. 

DoubleClick  doesn't  yet  have  any 
advertisers  buying  cross-matched 
readers.  But  here's  another  way  to 
get  mileage  out  of  the  computer: 
Count  how  many  times  a  reader  has 
seen  an  ad.  DoubleClick  filters  out 
the  3M  banner  for  Web  users  who 
have  seen  it  three  times  without  click- 
ing on  it.  "After  the  third  time, 
you're  wasting  your  money,"  says 
O'Connor.  "It's  banner  burnout." 

Again,  this  is  not  very  different 
from  what  a  mail-order  merchant 
does  if  he  removes  you  from  his  list 
after  you  fail  to  order  a  certain 
number  of  times. 

So  far,  pretty  innocuous.  If  tech- 
nology can  screen  out  unwanted  ads, 
it's  a  boon  to  the  consuming  public 
as  well  as  to  the  merchant.  (Would 
that  your  telephone  and  mailbox  had 
such  screens.) 

What  makes  cookies  truly  contro- 
versial is  that  the  same  technology 
could  be  made  far  more  intrusive.  If 
a  Web-site  operator  were  so  inclined, 
he  could  design  a  cookie  that  would 
snoop  through  a  user's  hard  drive, 
looking  for  something  that  resembles 
a  Social  Security  number  or  a  bank 
balance.  It  may  take  only  a  few  bad 
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Doubleclick's 
chairman  and 
cofounder, 
Kevin  O'Connor 
He  may  answer 
the  great  enigma 
of  advertising: 
Who's  seeing  the 
ads,  and  how  are 
they  reacting? 


Mcrriman,  a  28-year-old  computer 
science  graduate  from  Miami  Univer- 
sity in  Ohio,  who  helped  him  make  a 
quick  success  of  the  Intercomputer 
Communications  venture. 

While  O'Connor  drummed  up 
interest  from  advertisers,  Merriman 
led  a  team  of  seven  who  cranked  out 
a  million  lines  of  C++  code  in  just 
over  a  year. 

By  tracking  people's  Web  behavior, 


apples  to  spook  Internet  users  about 
all  on-line  advertising. 

For  now,  the  advertisers  are 
pleased.  Seth  Goldstein,  president  of 
Site  Specific,  the  Internet  ad  agency 
that  handles  die  3M  account,  says  the 
click  rate  on  the  3M  banners  is  about 
7%,  compared  with  the  Web's  3% 
average.  More  than  1,900  people 
have  expressed  an  interest  in  the  pro- 
jector by  clicking  on  the  ad  banner. 
The  cost  per  lead  came  to  $66.  Gold- 
stein compares  it  to  $135  for  maga- 
zines and  $20  for  direct  mail. 

DoubleClick  is  O'Connor's  second 
company.  An  electrical  engineering 
graduate  from  the  University  of 
Michigan,  he  created  software  that 
allowed  PCs  to  dial  remotely  into  local 
area  networks  and  caught  the  PC 
boom  in  1983. 

He  sold  his  Intercomputer  Corn- 


O'Connor  knew  all  about  measuring 
audiences  and  cost-per-thousand.  He 
also  knew  that  the  interactive  com- 
puter would  finally  answer  advertis- 
ers' age-old  questions  about  who  was 
seeing  their  ads  and  how  they  were 
reacting  to  them.  O'Connor  put  up 
$150,000  of  his  own  money  and 
raised  over  $2  million  from  the  pri- 
vately held  ad  agency  Bozell,  Jacobs, 
Kenyon  &  Eckhardt. 

He  enlisted  the  help  of  Dwight 


Internet  addresses,  operating  systems, 
browsers  and  Internet  service 
providers,  DoubleClick  has  amassed 
profiles  on  10  million  anonymous 
Web  visitors.  The  still-private  Dou- 
bleClick is  not  yet  profitable,  but 
O'Connor  claims  it  has  already  taken 
in  around  $10  million  in  revenue. 

Whatever  this  database  is  worth 
now,  it  would  be  worth  a  lot  more  if 
it  had  names,  addresses  and  tele- 
phone numbers  attached.  Does 
O'Connor  swear  off  ever  gathering 
such  data? 

"If  we  do  that,  it  would  be  volun- 
tary on  the  user's  part,  and  used  in 
strict  confidence,"  says  O'Connor. 
"We  are  not  going  to  trick  people  or 
match  information  from  other 
sources."  m 


»4. 


munications  Corp.  for  $25  million  to 
a  firm  that  is  now  part  of  Attachmate, 
a  privately  held  network  products 
company. 

In  1995  O'Connor  was  ready  to 
strike  out  again.  This  time,  it  was  the 
Internet  that  was  taking  off.  Having 
discovered  the  ad  business  by  invest- 
ing in  a  small  medical  publisher, 


Doubleclick's 
cofounder  and 
technologist, 
Dwight  Merriman 
How  to  get  on  a 
surfer's  trail?  Give 
him  a  cookie  and 
follow  the  crumbs. 
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COMPUTERS/COMMUNICATIONS 


In  the  warfare  following  deregulation  of  telephone 
and  electric  utilities,  some  customers 
are  going  to  get  caught  in  the  crossfire. 


Blackout 


By  John  R.  Hayes 

In  April,  with  no  warning,  Frontier 
Corp.,  the  phone  company  based  in 
Rochester,  N.Y.,  cut  off  all  outgoing 
long  distance  and  incoming  800  calls 
to  hundreds  of  Los  Angeles  business- 
es. Customers  are  still  seething. 

"I'm  sure  we  lost  quite  a  lot  of 
business,"  says  Michael  Stadler,  chief 
financial  officer  of  Los  Angeles-based 
s&M  Moving  Systems,  which  does 
employee  relocations  for  Intel  and 
others.  "If  they  can't 
get  us,  they  call 
somebody  else." 

What  had  s&m 
done  wrong?  Noth- 
ing. It  was  an  inci- 
dental victim  of  a 
billing  dispute  that 
began  in  1993 
between  two  tele- 
phone companies: 
West  Coast  Telecom- 
munications, pur- 
chased last  year  by 
Frontier,  and  one  of 
its  customers,  Santa  Monica,  Calif.  - 
based  Fibernet.  Claiming  that  Fiber- 
net  was  behind  on  payments,  Fron- 
tier pulled  the  plug  on  it.  Fibernet's 
customers  were  the  ultimate  losers. 

Now  headed  for  court,  the  dispute 
between  Fibernet  and  Frontier  has 
caught  the  attention  of  the  industry 
and  of  the  California  Public  Utilities 
Commission.  The  question:  What 
obligation,  if  any,  did  Frontier  have 
to  Fibernet's  customers? 

If  the  business  service  in  question 
were  anything  but  a  traditionally  reg- 
ulated utility,  the  answer  to  the  ques- 
tion would  be  "none."  s&M,  after  all, 
had  no  contractual  relationship  with 
Frontier.  The  moving  company  was 
paying  Fibernet  to  deliver  service, 
and  if  Fibernet  failed  to  deliver,  the 
beef  was  with  Fibernet. 

But  public  utility  commissions  do 
not  see  themselves  as  enforcers  of 


contracts.  As  regulators,  they  like  to 
think  of  themselves  as  guardians  of 
the  public  welfare.  Hence  the  Cali- 
fornia puc  may  step  in  and  dictate  to 
companies  like  Frontier  how  they 
should  treat  end  users  such  as  s&M. 

Count  on  plenty  more  disputes  like 
this  one  as  telephone  and  electric 
companies  evolve  from  regulated  util- 
ities into  players  in  a  free  market. 
Since  telephone  deregulation,  hun- 


dreds of  middlemen  have  sprung  up 
in  the  long  distance  market.  They 
buy  blocks  of  unused  capacity  from 
companies  like  AT&T  and  MCI,  then 
resell  them,  much  like  ticket  consol- 
idators  who  buy  and  sell  airline  seats. 
As  with  travel,  so  with  communica- 
tions: The  discount  service  you  buy  is 
only  as  reliable  as  the  fellow  you 
bought  it  from. 

Outfits  like  Fibernet  do  more  than 
buy  and  sell.  They  create  customized 
packages  of  long  distance  voice  and 
data  communications,  along  with  ser- 
vices like  800  numbers,  that  they  sell 
under  their  own  names  to  small  busi- 
nesses. Usually  everyone  benefits. 
The  long  distance  companies  sell 
excess  capacity,  the  middlemen  earn  a 
profit  and  businesses  still  pay  less  than 
they  would  if  they  bought  directly 
from  AT&T. 

With  revenues  of  just  $10  million, 


Fibernet  is  a  tiny  player  in  a  big 
industry.  Atlantic  ACM,  a  Boston- 
based  consulting  firm,  estimates  that 
smaller  carriers  and  resold  long  dis- 
tance service  account  for  20%  of  the 
$60  billion  in  domestic  long  distance 
revenue.  Soon  to  come:  the  reselling 
of  local  service,  now  that  that  market 
has  been  opened  up  to  competition. 

Frontier  says  it  cut  off  Fibernet's 
customers  because  Fibernet  refused 
to  pay  its  bills.  Fibernet  President 
Douglas  DenofPs  answer:  Since  1993 
he  has  paid  $600,000  of  $1  million 
in  disputed  charges,  with  the  under- 
standing that  Frontier  would  look 
into  the  dispute  and  make  refunds  for 
any  mistakes.  Denoff  says  he  began 
holding  back  payment  because  Fron- 
tier did  nothing  and  the  mistakes 
continued. 

"They  [Frontier]  never  said  they 
would  cut  off  all  our  customers,"  says 
Denoff.  "It  was  like 
pulling  the  plug  out 
of  the  wall  for  a  res- 
pirator." Denoff  also 
claims  that  after  cut- 
ting off  his  12  largest 
customers,  Frontier 
offered  to  hook  them 
back  up  if  Denoff 
would  drop  a  lawsuit 
against  Frontier. 

Frontier  says  that  it 
notified  Fibernet  in 
advance  that  its  con- 
tract would  not  be 
renewed  and  that  it  is  not  Frontier's 
responsibility  to  notify  end  users  that  a 
reseller  is  being  cut  off. 

The  California  PUC  says  its  only 
concern  is  how  Fibernet's  500  cus- 
tomers were  treated.  At  an  April 
meeting  Commissioner  Daniel  Fessler 
intoned,  "If  those  two  parties,  having 
engaged  in  this  arrangement  for  their 
mutual  profit,  can  then  use  these 
innocent  parties  as  pawns  in  order  to 
apply  pressure  to  one  another,  I 
believe  that  the  state  of  California 
would  have  failed  its  citizens." 

s&m's  Michael  Stadler  initially 
moved  his  service  from  Fibernet  to 
Frontier.  He  then  switched  from 
Frontier  to  MCI.  "I  hold  both  compa- 
nies responsible  equally,"  he  says.  And 
he's  not  paying  his  April  bills,  either — 
$6,000  to  Frontier  and  $9,000  to 
Fibernet.  Says  he:  "I've  been  dam- 
aged way  beyond  that."  H 
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INTRODUCING 
CONFIGURABLE 
NETWORK 
COMPUTING. 

A  SOFTWARE  TECHNOLOGY 

SO  TRANSPARENT, 
YOU  CAN  SEE  THE  FUTURE 
THROUGH  IT. 


Protect  your  mission-critical  software  investment  from  the  inevitable  technology  and  business 
changes  of  tomorrow  with  Configurable  Network  Computing. ''  It's  available  only  in  OneWorld'" 
software  from  J.D.  Edwards,  a  world  leader  in  Manufacturing,  Distribution /Logistics  and 
Financial  applications.  Configurable  Network  Computing's  distributed  object  technology 
can  partition  and  redistribute  your  applications  across  current  and  emerging  industry 
standards,  without  the  time-consuming  programming  required  by  traditional  client/ 
server  systems.  Today,  OneWorld  with  Configurable  Network  Computing  works  with  UNIX, 
Windows  NT,  OS/400  and  MVS  systems,  plus  the  leading  SQL  databases.  And  tomorrow, 
who  knows?  Call  1-800-727-5333  for  more  information.  Or  visit  www.jdedwards.com 


opynghl  ©  ]  D.  Edwards  World  Source  Company.  1996  I  D  Edwards  is  a  registered  trademark  o(  J.D  Edwards  &  Company  OneWorld  and  Configurable  Network  Computing  are  trademarks  of  I  D  Edwards  World  Source  Company  OS/4011 
nd  MVS  are  registered  trademarks  of  the  IBM  Corporation  UNIX  is  a  registered  trademark  in  the  U  S  and  other  countries,  licensed  exclusively  by  X/Open  Company,  Ltd  Windows  NT  is  a  registered  trademark  of  the  Microsoft  Corporation 


ADVERTISEMENT 


A  Partnership  In 
Engineering  Excellence 

Tennant  and  Parker  Hannifin: 
Working  together,  they  make  the  world  cleaner  and  safer. 


When  the  editors  of  leading  business  publications  rate  the 
best-managed,  most-successful  enterprises  in  America, 
Tennant  Company  gets  mentioned  time  and  time  again. 
Tennant  is  a  leading  manufacturer  of  power  sweepers, 
scrubbers,  floor  polishers  and  floor  resurfacing  materials. 


Highly  maneuverable  Tennant  equipment,  employing  Parker  hydraulic  hoses  and 
fittings,  works  quickly  and  easily,  whether  in  confined  places  or  wide-open  spaces. 


Forbes  has  twice  named  Tennant  as  one  of 
the  best  small  companies  in  America.  Purchasing 
Magazine  recently  awarded  Tennant  its  coveted  Medal 
of  Professional  Excellence,  the  first  ever  to  a  company 
of  its  size.  And  the  authors  of  The  100  Best  Companies 
to  Work  for  in  America  listed  Tennant  in  the  book's 
second  edition. 

Hydraulics  play  a  critical  role  in  the  performance  of 
Tennant  sweepers  because  fluid  power  replaces  an  array 
of  belts,  chains  and  gears.  That's  why  Parker  Hannifin  is 
proud  to  be  the  exclusive  supplier  of  hydraulic  hoses  and 
fittings  for  all  Tennant  sweepers  and  scrubbers. 

Sweeping  away  the  old  rules 

With  over  200  patents  and  countless  innovations  to  its 
credit,  Tennant  has  a  culture  that  encourages  its  people  to 
break  "rules"  that  other  organizations  have  followed. 

One  of  these  rules  was  that  suppliers  are  just 
suppliers  -  they  deliver  a  part  made  to  specs;  that's  it. 
But  the  Tennant  rule  is:  choose  only  the  best  suppliers 
and  work  in  partnership  with  them  to  improve  product 
performance  and  lower  costs. 

Since  1987,  Tennant  and  Parker  engineers  have 
worked  closely  together,  early  in  the  product-design 


stage.  This  team  effort  has  paid  off  with  hydraulic 
systems  that  perform  more  efficiently,  with  fewer 
pressure  drops,  and  perform  more  reliably  with  tighter 
seals.  In  fact,  the  chance  for  hydraulic  leaks  in  Tennant 
sweepers  and  scrubbers  is  all  but  eliminated. 

And  the  cost  of  achieving  this  increased  level  of 
quality  has  actually  gone  down.  Component  costs  have 
been  reduced  by  using  fewer  hydraulic  connections. 
Manufacturing  costs  have  been  reduced  by  using  more 
simplified  assemblies. 

85  parts:  one  part  number 

Using  an  innovative  Parker  supply  concept,  all  the 
hydraulic  hoses  and  fittings  needed  to  build  a  Tennant 
machine  are  now  organized  and  placed  into  mobile 
kit-carriers  at  the  local  Parker  service  center  so  they 
can  be  delivered  to  Tennant  assembly  lines,  on  a  just- 
in-time  basis.  As  a  result,  up  to  85  part  numbers  are 
reduced  to  one.  And  the  costs  associated  with  ordering, 
stocking  and  handling  parts  have  been  dramatically 
reduced. 

Partnerships  mean  performance 

"Parker  people  often  exceed  our  own  expectations," 
says  Doug  Hoelscher,  Tennant  Vice  President  of 
Manufacturing,  Procurement  and  Engineering.  "For  exam- 
ple, on  the  Model  830,  our  largest  sweeper,  we  never 
asked  them  for  parts-engineering  drawings.  They  took  the 
initiative  and  started  preparing  them.  We  never  asked 
them  to  store  our  parts  information  in  their  computers. 
They  set  up  the  system  so  we  wouldn't  have  to." 

"Thanks  to  Parker,  we  have  been  able  to  get  a  better 
product  to  the  market,  faster,  and  at  lower  cost,"  adds 
Roger  Hale,  Tennant  President  and  CEO.  It's  a  relationship 
that  has  worked  out  far  better  than  we  ever  imagined 
it  would." 

Today,  Parker  Hannifin  manufactures  the  industry's 
broadest  line  of  hydraulic,  pneumatic  and  electromechan- 
ical components.  Parker  also  provides  leading-edge 
manufacturing  technology  and  the  world's  largest  and 
best-managed  distribution  system.  But  perhaps  its  most 
valuable  asset  is  its  ability  to  provide  premier  customer 
service  based  on  close  working  partnerships. 

Partnerships  like  this  one  with  Tennant  Company 
are  an  important  reason  why  Parker  Hannifin  grew  to 
almost  $3.6  billion  in  sales  with  record  earnings  in  fiscal 
1996.  Today  Parker  serves  more  than  300,000  industrial 
and  aerospace  customers  around  the  world. 


m  mm 


Parker  and  Tennant. 
leading  by  putting  the  customer  first 


In  1976,  Roger  Hale  became  President 
and  Chief  Executive  Officer  of  Tennant. 
The  company  was  already  recognized 
as  a  world  leader  in  industrial  floor- 
maintenance  machinery. 

But  under  his  leadership,  the  best 
became  even  better.  Sales  more  than 
doubled.  And  Tennant  soon  developed 
a  reputation  for  world-class  quality  and 
customer  service. 

Tennant  sets  new  standards  by 
painstakingly  selecting  superior  suppliers, 
and  offering  a  toll-free,  product  infor- 
mation hotline;  plus  extensive  training 


for  customer  personnel. 

The  goal  is  to  provide  the  cleanest, 
safest  work  environment  at  the  lowest 
possible  cost.  As  Tennant's  exclusive 
supplier  of  hydraulic  hoses  and  fittings, 
Parker  Hannifin  meets  the  challenge. 

Parker  and  Tennant  engineers  continue 
to  advance  hydraulic  technology.  The 
result:  improved  product  performance  and 
lower  manufacturing  cost.  The  all-Parker 
hydraulics  are  so  reliable  that  they're  guar- 
anteed leak-free  for  up  to  three  years. 

Partnering  with  our  customers  is  a  key 
reason  why  Parker  has  grown  to  be  the 


world  leader  in  motion-control  technology. 
Today,  we  manufacture  the  industry's 
broadest  line  of  hydraulic,  pneumatic 
and  electromechanical  components  and 
systems.  Our  customers  are  industrial, 
aerospace  and  automotive  leaders  -  the 
world  over. 

For  more  information,  write  for  our 
annual  report:  Parker  Hannifin  Corpor- 
ation, Dept.  FB-106,  17325  Euclid 
Avenue,  Cleveland,  Ohio  44112-1290. 
For  product  information,  call  1-800-C 
PARKER  (1-800-272-7537). 
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Why  spend  $2,000  to  get  onto  the  Web 

if  your  kid's  Sega  game  player  can  do  the  job? 

Surfing 
with  Sega 


By  Nikhil  Hutheesing 

For  most  of  the  60%  of  U.S. house- 
holds that  lack  a  personal  computer 
the  sticking  point  is  the  $2,000  price. 
They  won't  surf  the  Web  without  a 
cheaper  surfboard,  which  is  why 
there's  all  this  talk  about  a  $500  net- 
work computer. 

Maybe  even  $500  is  too  much. 


How  about  a  $200  Internet  connec- 
tion? That's  the  idea  of  Kenneth 
Soohoo,  28,  a  videogame  designer, 
and  Kamran  Elahian,  43,  a  cofounder 
of  Cirrus  Logic  and  other  companies. 
Their  clever  scheme:  Piggyback  on 
the  Sega  Saturn  game  player,  which 
should  be  installed  in  1.5  million 


homes  by  the  end  of  this  year. 

Any  day  now  their  new  Santa 
Clara,  Calif,  firm,  PlanetWeb,  will 
start  distributing  a  free  Web-brows- 
ing software  program  for  the  Sega 
Saturn.  It  will  come  with  Sega's 
modem  ($200).  To  use  it,  you  simply 
insert  the  modem  into  a  Sega  Saturn 
player  and  hook  it  to  a  TV  set. 

Surfing  the  Web  this  way  is  easy. 
To  browse,  you  push  the  buttons  on 
the  Sega  game  controller.  You  can  go 
to  any  Web  site,  zoom  in  and  out  on 
different  pages.  If  you  need  to  type,  a 
virtual  keyboard  pops  up  on  your  TV 
screen^-or  you  can  attach  a  keyboard 
that  costs  as  little  as  $10. 

You  won't  be  able  to  download 
files,  and  you  won't  be  able  to  use 
Java  applets.  And  don't  expect  video 
anytime  soon.  But  what  do  you  want 
for  $200?  And  how  many  people 
need  all  those  things? 
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LEFT: 

Kenneth  Soohoo, 
PlanetWeb's 
cofounder  and 
whiz  kid 
Being  a  game 
programmer  at  an 
early  age  taught 
him  great 
economy  of 
expression. 


The  browser  works  on  a  shoestring 
of  memory.  Netscape  Navigator  for 
Windows  95  takes  up  6  megabytes  of 
hard  disk  space.  Microsoft  Internet 
Explorer  takes  up  at  least  10 
megabytes  of  space.  Both  require  a 
computer  with  at  least  8  megabytes 
of  random  access  memory.  Planet- 
Web's  code,  though,  fits  in  just  half  a 
megabyte  of  storage,  and  it  works 
fine  on  2  megabytes  of  RAM. 

Soohoo  learned  to  write  lean  code 
in  the  videogame  business,  where 
every  byte  of  memory  has  to  count. 
He  wrote  his  first  games  at  14, 
although  no  companies  bought  that 
early  work.  Atari  Corp.  gave  him  his 
first  programming  job  while  he  was 
still  earning  his  B.S.  in  electrical  engi- 
neering and  computer  science  at 
Berkeley. 

Soohoo  met  Elahian  in  1990, 
when  Elahian  was  developing  a  pen- 


based  computer  at  Momenta  Corp. 
"One  day  our  vice  president  of  engi- 
neering came  to  me  and  said  he 
wanted  to  hire  this  kid  and  pay  him 
the  salary  of  our  most  senior  engi- 
neers," says  Elahian.  "After  15  min- 
utes with  Ken,  I  said  I  would  pay  him 
whatever  he  wanted." 

Momenta  bombed,  but  the  two 
men's  business  ties  bloomed.  In 
October  1995  Soohoo  came  up  with 
the  idea  to  write  browser  software  for 
a  game  machine.  "I  had  been  hearing 
Larry  Ellison  talk  about  the  [network 
computer],"  explains  Soohoo.  "I 
said,  hey,  the  $500  computer  is  really 
a  Sega  Saturn." 

Soohoo  took  his  idea  to  Elahian, 
then  chairman  of  NeoMagic,  a  hot 
new  chip  company  in  Santa  Clara. 
Elahian  liked  the  idea,  but  worried 
that  it  had  come  too  late.  Sega, 
whose  game  player  was  losing  market 
share  to  Sony's,  announced  its  inten- 
tion to  give  its  game  player  Web- 
browsing  powers.  In  February, 
Soohoo  and  Elahian  flew  to  Tokyo  to 
take  a  look  at  Sega's  prototype.  "It 
was  awful,"  says  Soohoo.  "The  text 
was  barely  legible  on  television  sets." 
Soohoo  insisted  he  could  do  better, 
and  Sega  agreed  to  let  him  try. 

Back  in  California,  Elahian  and 
Soohoo  formed  PlanetWeb  in  March. 
Over  a  series  of  breakfast  meetings 
they  came  up  with  $300,000  from 
private  investors — just  enough  to  let 
Soohoo  hire  four  programmers.  Later 
they  raised  an  additional  $2  million 


from  the  Japanese  companies  Itochu 
Corp.  and  Sega  Enterprises. 

Within  two  months  Soohoo  had 
produced  a  slick,  low-memory 
browser  that  Sega  agreed  to  distrib- 
ute with  its  modem.  For  each  sale  of 
a  Sega  modem,  PlanetWeb  gets  a  roy- 
alty of  a  few  dollars. 

Sega  will  have  shipped  100,000 
modems  by  the  end  of  October.  If 
just  half  of  those  buyers  get  hooked, 
PlanetWeb  is  counting  on  them  to 
pay  around  $20  for  software 
upgrades,  which  it  hopes  to  turn  out 
every  six  months.  That  would  be  $2 
million  a  year  right  there.  Since 
PlanetWeb's  browser  will  be  distrib- 
uted on  CD-ROM,  there  would  be 
plenty  of  space  to  include  advertising 
and  videogame  samples — another 
way  to  make  money. 

Others  are  onto  this  idea  as  well. 
Both  Sony  and  Philips  plan  to  sell 
(for  under  $400)  set-top  boxes  to  let 
you  surf  the  Web  on  your  television. 
Netscape  has  set  up  a  new  company, 
Navio,  to  develop  a  slimmed-down 
version  of  its  browser  software  and  a 
box  to  run  it  on. 

Soohoo  and  Elahian,  for  their  part, 
have  bigger  plans  for  their  browser. 
Soohoo  says  his  software  is  written  so 
that  it  can  be  easily  ported  over  to 
different  consumer  devices.  That 
means  that  when  video  telephones, 
TV  set-top  boxes  and  digital  video- 
disk  recorders  become  common,  you 
might  just  find  them  loaded  with 
PlanetWeb's  browser.  WK 
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COMPUTERS/ COMMUNICATIONS 


Compaq  sells  more  computer  monitors 
than  anyone  else  without  even  trying. 
Now  it's  trying. 

Compaq's  Barbie 
doll 


By  R-  Lee  Sullivan 

Compaq  Computer  Corp.  used  to 
be  in  the  computer  business.  It  has 
recently  switched  over  to  the  com- 
puter peripherals  business. 

That's  an  exaggeration,  but  it  does 
capture  a  strategic  shift  at  this  $15 
billion  giant,  which  is  by  sales  the 
fifth-largest  computer  company  in 
the  world.  In  its  formative  years 
Compaq  distinguished  itself  in  the 
computational  guts  of  a  computer. 
No  mere  clonemaker,  Compaq  raced 
ahead  of  IBM  in  1986  in  delivering 
the  first  PC  powered  by  Intel's  386 
chip.  The  peripherals  of  the  day  were 
mere  incidentals. 

Nowadays  almost  anyone  can  make 
a  good  box,  but  there's  big  money  in 
those  peripherals,  especially  monitors, 
which  Compaq  sells  at  the  rate  of  3.6 
million  a  year.  Just  try  to  buy  a 
Compaq  200-megahertz  Pentium 
Pro  Deskpro  system  with  a  bare- 
bones  15 -inch  monitor.  The  sales- 
man— whether  a  systems  integrator 
or  a  Compaq  representative — will  talk 
you  up  to  something  a  litde  easier  on 
the  eyes.  Have  you  considered  the 
handsome  new  17-inch  V70,  with 
0.28  dot  pitch,  l,280-by-l,024  reso- 
lution and  flush-mounted  cables  that 
allow  the  monitor  to  be  placed  close 
to  walls? 

Prior  to  its  launch  four  months 
ago,  Compaq  flacked  the  V70  to  the 
trade  press  and  won  some  design 
awards  for  it,  placed  stand-alone 
magazine  ads  for  it  and  showcased  it 
at  trade  shows. 

It  will  cost  you  $800  to  own  that 
monitor.  What  does  Compaq  make 
on  it?  Analyst  Ashok  Kumar  at  South- 
coast  Capital  in  Austin  estimates  that 
Compaq's  gross  profit  on  the  screen 


(which  is  outsourced  in  Asia  and 
wholesales  for  around  $650)  is  $130. 
Overall,  says  Kumar,  options  like 
monitors,  networking  cards  and 
modems  probably  earn  Compaq 
double  die  gross  margins  delivered  by 
basic  PCs. 

Compaq  has  to  make  its  money  on 
the  extras  because  there's  so  little 


Division  Vice  President  Jerry  Meerkatz 
"We're  an  options  company  attached 
to  a  computer  company." 


profit  left  on  the  basic  PC  business, 
where  there  isn't  much  to  distinguish 
one  computer  from  another.  A 
Compaq  computer  using  a  200- 
megahertz  Pentium  Pro  chip  isn't 
very  different  in  performance  from  a 
PC  from  Dell  Computer,  Packard  Bell 
or  IBM  that  uses  that  chip. 

Call  it  the  Barbie-doll  strategy.  In 
its  early  days  Mattel  didn't  make  any 
money  on  the  doll  itself.  It  made  its 
money  on  the  outfits. 

Eckhard  Pfeiffer  took  over 
Compaq  in  1991,  when  it  was  scram- 
bling to  cope  with  collapsing  gross 
profit  margins.  Part  of  his  cure  for 
the  company's  ills  was  to  halve  sales 
and  administrative  costs,  from  22%  of 
sales  in  1991  to  11%  currently. 
Another  part  was  to  get  more 
mileage  out  of  the  options  business. 

Before  March  1995,  options  were 
an  afterthought  of  the  teams  that 
managed  each  of  Compaq's  product 
lines.  Now  options  are  themselves  a 
line  of  business,  divided  into  three 
divisions  targeted  at  commercial, 
client/server  and  portable  cus- 
tomers. The  divisions  have  their  own 
engineering,  marketing  and  manu- 
facturing staffs — and  weekly  profit- 
and-loss  statements.  "We're  an 
options  company  attached  to  a  com- 
puter company,"  says  Jerry 
Meerkatz,  head  of  commercial  PC 
options. 

In  17-inch  monitors  Compaq 
ranked  seventh  in  market  share  last 
year,  far  behind  leader  NEC.  That  was 
before  the  souped-up  V70,  designed 
by  Compaq  engineers  at  Compaq's 
Houston  headquarters.  Pfeiffer  hopes 
the  company  will  be  number  two  in 
large  monitors  by  the  end  of  this  year 
and  lead  the  market  sometime  next 
year.  Dell,  Packard  Bell  and  other 
clone  PC  vendors  also  have  their 
nameplates  on  color  monitors  made 
to  order  by  Asian  firms,  but  their 
designs  are  not  as  distinctive  as 
Compaq's  new  one  and  their  vol- 
umes are  smaller  than  Compaq's. 

They  say  the  PC  has  turned  into  a 
mere  commodity.  It  has  and  it  hasn't. 
Compaq  is  determined  to  ferret  out 
ways  to  get  something  better  than 
commodity  profits  from  this  business. 
That's  one  reason  it  should  net  $1.1 
billion  this  year,  or  6%  on  sales,  better 
than  the  5%  expected  at  Gateway 
2000  and  Dell.  M 
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The  idea  that  antioxidant  vitamins  prevent 
illness  is  biting  the  dust.  How  could  so  many 
scientists  have  been  so  wrong? 

Spinach  in  a  pill 


By  Philip  E.  Ross 

It  is  A  natural  American  inclination 
to  think  that  taking  a  pill  will  cure 
your  ills,  including  the  ill  of  bad 
eating  habits.  Antioxidant  vitamins 
seem  a  case  in  point. 

"I  started  taking  vitamin  A  supple- 
ments around  1980,"  says  Dr.  Gary 
E.  Goodman,  an  oncologist  at  the 
Fred  Hutchinson  Cancer  Research 
Center  in  Seattle.  "Later  I  added 
beta-carotene,  vitamin  C,  vitamin  E. 
I  gave  them  all  up  in  January  1996, 
when  our  study's  results  came  out." 

The  study,  which  looked  at  18,000 
smokers,  former  smokers  and  work- 
ers exposed  to  asbestos,  found  that 
six  years'  supplementation  with 
antioxidants  vitamin  A  (retinol)  and 


beta-carotene  didn't  save  lives,  as  the 
vitamin  poppers  expected.  Quite  the 
contrary.  The  pills  raised  the  total 
death  rate  by  17%.  The  death  rate 
from  lung  cancer — the  study's  main 
focus — rose  by  a  whopping  46%. 

That  result  may  even  get  doctors 
to  consider  beta-carotene  as  a  poten- 
tial carcinogen,  says  Dr.  Gilbert  S. 
Omenn,  director  of  the  study  and 
dean  of  the  School  of  Public  Health 
at  the  University  of  Washington.  "We 
got  more  than  one  extra  death  from 
lung  cancer  per  thousand  people 
every  year,"  he  says.  "A  carcinogen  is 
usually  defined  as  producing  one 
extra  death  per  million  people  per 
lifetime."  As  a  result,  the  study  was 


halted,  for  the  benefit  of  its  subjects, 
21  months  ahead  of  schedule. 

The  brilliant  scientist  Linus  Pauling 
made  vitamin  supplements  famous. 
Pauling  took  vitamin  C,  saying  it 
would  ward  off  colds  and  lower  the 
risk  of  cancer.  It  now  seems  that  he 
was  wrong. 

Pauling  died  in  1994  at  age  93. 
Who  knows,  maybe  he  would  still  be 
alive  today  if  not  for  those  damn  pills. 

What  do  the  vitamin  fans  have  to 
say  for  themselves?  When  a  study  of 
Finnish  smokers  came  out  a  year  ear- 
lier, with  similar  conclusions,  they 
said:  Pay  no  mind  to  these  results. 
These  studies  involve  people  who 
started  the  supplements  late  in  life.  If 


Radical  threat 


Two  cells,  besieged  by  oxygen  radicals 


Vp(k 


Oxygen  radicals  attack  the  cell  on  the  left,  whereas  the  cell  on  the  right  is  shielded  by  the  antioxidant  vitamins  A  and  E,  dis- 
solved in  the  fatty  membrane,  and  C,  dissolved  in  the  watery  interior.  This  theory  of  dietary  antioxidants  remains  unproved. 
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Source:  New  England  Journal  of  Medicine. 

In  a  recent  study  of  people  at  heightened  risk  for  lung  cancer,  two  supplements 
raised  the  death  rate  by  17%  and  the  lung  cancer  death  rate  by  46%.  The  results 
not  only  discredit  the  supplements  but  also  call  their  very  safety  into  question. 


they  had  taken  pills  earlier,  before 
cancer  could  get  started,  the  results 
might  have  been  very  different. 

But  Omenn's  study  appeared  in 
the  New  England  Journal  of  Medicine 
alongside  two  other  studies  that  also 
found  vitamin  supplementation  want- 
ing. The  longer  of  the  two  followed 
thousands  of  physicians  who  took 
beta-carotene  over  12  years.  That  one 
didn't  show  a  higher  death  rate  for 
the  pill  poppers,  but  neither  did  it 
show  a  lower  rate.  In  short,  then,  pills 
are  probably  a  waste  of  money. 

Why  would  anyone  even  consider 
the  possibility  that  vitamins  could 
prevent  chronic  disease?  After  all,  vi- 
tamins were  originally  defined  by  the 
diseases  that  they  prevented  with 
absolute  reliability:  Give  vitamin  C  to 
your  sailors,  in  the  form  of  lime  juice, 
for  instance,  and  they  won't  get 
scurvy.  Give  vitamin  D  to  your  grow- 
ing children,  and  they  won't  get  rick- 
ets. No  such  connection  has  ever 
been  seriously  entertained  for  a 
cancer-preventing  substance. 

The  idea,  as  usual,  came  from  epi- 
demiology. Doctors  have  long  noted 
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a  correlation  between  good  health 
and  diets  rich  in  vegetables  and  fruits. 
It  isn't  certain  that  all  the  benefit 
comes  from  vegetables.  Those  people 
who  eat  veggies  differ  from  others  in 
many  ways.  For  one  thing,  they  eat 
less  meat;  they  may  also  smoke  and 
drink  less. 

But  even  if  you  assume  that  diet  is 
the  key,  then  how  do  you  decide 
which  of  the  thousands  of  largely 
uncataloged  plant  compounds  are 
likeliest  to  play  an  active  role?  The 
antioxidant  hypothesis  stepped  in  to 
provide  a  mechanism. 

When  your  body  turns  food  into 
energy,  various  steps  on  the  metabol- 
ic pathway  throw  off  free  oxygen  rad- 
icals— highly  reactive  atoms  that  are 
in  rocket  fuel  for  a  reason.  These 
atoms  can  eat  away  cell  membranes, 
mutate  genes  and  start  a  cell  on  the 
road  to  cancer.  They  may  also  turn 
otherwise  innocuous  fats  in  the  blood 
into  artery-clogging  plaque. 

The  body  produces  some  oxygen- 
hungry  chemicals  that  neutralize  the 
excess  radicals.  Additional  antioxi- 
dants come  from  the  diet.  Vitamin  A 


and  beta-carotene  sponge  up  oxygen 
radicals  in  the  test  tube,  as  do  vita- 
mins E  and  C  and  such  compounds 
as  the  flavonoids  found  in  wine  and 
chocolate. 

Scientists  wondered  whether  the 
magic  bullet  against  cancer  and  aging 
was  finally  at  hand.  "The  logical  next 
step  would  have  been  to  put  people 
on  a  high-vegetable  diet,"  notes  Dr. 
Lawrence  H.  Kushi,  an  epidemiolo- 
gist at  the  University  of  Minnesota 
School  of  Public  Health  in  Minne- 
apolis. "But  it's  hard  to  make  them 
comply,  and  much  easier  to  get  them 
to  pop  a  pill." 

Best  of  all,  safety  seemed  to  be  no 
problem,  so  long  as  you  didn't  great- 
ly exceed  normal  dosages.  In  fact,  vi- 
tamin E  seems  safe  even  at  concen- 
trations 10  to  20  times  higher  than 
unsupplemented  diets  can  achieve. 

These  conclusions  may  have  to  be 
reexamined.  Omenn  says  that  today, 
many  months  after  his  subjects  were 
taken  off  beta-carotene,  they  still 
have  substantially  higher  levels  of  the 
substance  in  their  blood  and  tissues. 

On  the  other  hand,  Omenn  adds, 
some  narrow  classes  of  patients  may 
gain  more  than  they  lose  from  an 
antioxidant.  "The  former  smokers  in 
our  study  may  have  benefited  from 
beta-carotene.  We  will  continue  to 
follow  them." 

What  about  the  other  vitamins-of- 
the-month  that  will  get  lionized  by 
the  health -food  industry  after  they 
get  some  favorable  mention  in  the 
scientific  literature?  Each  of  them 
must  be  judged  individually,  and 
there  will  be  many,  many  to  judge. 
The  carotenoids  alone,  cousins  to  vi- 
tamin A,  number  in  the  hundreds. 

And  there  will  be  nutritional  sup- 
plements that  will  be  thought,  for  a 
time,  to  be  the  magic  bullet  against 
cancer  and  aging.  There  is  too  much 
at  stake  for  these  Ponce  de  Leons  to 
give  up.  Vitamin  and  mineral  supple- 
ments are  a  $2-billion-a-year  business 
(at  retail)  in  the  U.S. 

Take  any  new  reports  of  disease- 
preventing  vitamins  with  a  grain  of 
salt.  When  this  is  all  sorted  out,  it 
could  turn  out  that  we  will  all  have  to 
take  50  or  60  different  nutrients  to 
get  a  real  benefit.  "That's  a  possibili- 
ty," says  Goodman,  of  the  Hutchin- 
son Cancer  Research  Center.  "It's 
called  broccoli."  ■ 
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<fPoof"  companies 

A  consolidation  wave  is  sweeping  medicine,  retailing,  trash  disposal  and  many  other 
sectors  of  the  economy,  The  partners  at  Houston's  tiny  Notre  Capital  have  figured 

out  how  to  capitalize  on  this  trend. 


Notre  Capital's 
Michael  Baker  and 
Steven  Harter 
The  SEC  didn't 
like  their  account- 
ing and  changed 
the  rules,  but  the 
partners  say  it 
won't  affect 
their  business. 


By  Christopher  Palmeri 

San  Francisco-based  Montgomery 
Securities,  an  underwriter  of  lots  of 
high-flying  stocks,  now  keeps  an  inter- 
nal index  of  consolidation  plays.  Con- 
solidators — companies  that  build  their 
businesses  by  acquiring  other  compa- 
nies in  highly  fragmented  industries — 
are  hot.  In  the  last  two  years  Mont- 
gomery's consolidators  index  has 
beaten  the  market  by  more  than  two 
to  one.  On  average  the  companies  in 
the  index  currently  sell  for  around  28 
times  this  year's  likely  earnings. 

This  trend  won't  last  indefinitely. 
For  now,  however,  some  consolida- 
tion entrepreneurs  are  getting  very 
rich.  Few  have  a  hotter  hand  than  a 
little  company  hardly  anyone  has  ever 
heard  of— Houston-based  Notre 
Capital  Ventures.  Notre  is  the  brain- 
child of  Michael  Baker,  an  accountant 
and  lawyer  who  served  as  associate 
general  counsel  for  Browning-Ferris 
Industries  in  the  1970s.  During  this 
period  Baker  helped  the  Houston- 
based  trash-hauling  giant  acquire  lit- 
erally hundreds  of  mom-and-pop 
garbage  companies. 

Baker  left  Browning-Ferris  in  1983 
to  practice  and  teach  law.  But  he  left 
with  a  clever  idea — that  you  could 
avoid  generating  a  lot  of  goodwill  in 
an  acquisition  if  you  put  several  small- 
er companies  together  at  once,  rather 
than  acquiring  them  piecemeal. 
Under  accounting  laws  then  on  the 
books,  throwing  several  companies 
into  a  pot  simultaneously  meant  that 
the  consolidator  did  not  have  to 
create  a  pile  of  goodwill  that  then 
had  to  be  amortized  against  earnings. 
Other  things  being  equal,  a  consol- 
idator formed  this  way  would  have 
more  earnings  to  report  and  there- 
fore a  higher  public  market  value  for 
its  assets. 

That  little  nugget  of  accounting 
technique  has  paid  off  handsomely 


for  Baker  and  a  circle  of  friends  and 
acquaintances  whom  he  has  advised 
over  the  years.  Out  on  his  own,  Baker 
helped  Browning-Ferris  alumnus 
R.L.  (Bubba)  Nelson  form  Allwaste, 
Inc.,  an  industrial  cleaning  firm.  The 
Allwaste  connection  later  produced 
Carl  Warden,  who  formed  Sanifill, 
Inc.,  a  landfill  operator,  and  Paul  Ver- 
rochi,  who  founded  American  Med- 
ical Response,  an  operator  of  ambu- 
lance companies. 

Sanifill  was  acquired  two  months 
ago  by  U.S.A.  Waste  Services  Inc.  in 
a  $1.3  billion  transaction.  Public 
investors  in  this  company  quadrupled 
their  money  in  six  years.  American 
Medical  is  still  publicly  traded,  and  its 
shares  have  nearly  quadrupled  in  four 
years.  Allwaste  is  the  only  dud:  Its 
stock  has  merely  doubled  in  the  last 
decade,  underperforming  the  market. 

But  why  let  other  people  make  most 
of  the  money?  Baker  decided  to  take  a 
larger  role  in  creating  these  companies. 
In  1993  he  formed  Notre  Capital  Ven- 
tures, raised  $2.5  million  in  startup 
capital  and  began  looking  for  a  way  to 


consolidate  automobile  dealerships.  To 
help  out  he  brought  in  Steven  Harter, 
an  accountant  who  had  served  as  chief 
of  acquisitions  at  Allwaste. 

Harter,  now  34,  turned  out  to 
have  a  knack  for  picking  the  right 
industries  and  getting  the  deals  done. 
Baker's  car  deal  never  got  off  the 
ground,  but  Harter  launched  U.S. 
Delivery  Systems,  a  consolidator  of 
same-day  local  delivery  businesses.  By 
the  time  it  was  acquired  by  Corporate 
Express  last  March,  U.S.  Delivery's 
public  investors  had  quadrupled  their 
money  in  two  years.  Notre  made  $39 
million  on  the  deal. 

Next  Harter  conceived  Physicians 
Resource  Group,  which  manages  eye 
doctors'  offices.  The  company  is  now 
trading  at  26%,  double  its  initial  offer- 
ing price  from  last  year.  Another  $39 
million  profit  for  Notre. 

Harter  is  now  the  majority  owner 
of  Notre.  Baker  serves  as  a  consultant 
from  his  home  in  Cancun,  Mexico. 
Harter's  latest  deal  is  Coach  U.S.A., 
formed  a  year  ago  to  exploit  consoli- 
dation opportunities  in  the  large  and 
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highly  fragmented  local  bus  industry. 
Notre's  team  rounded  up  six  bus 
companies,  among  them  Gray  Line 
of  San  Francisco  and  New  Jersey's 
Suburban  Transit,  which  shuttles 
gamblers  to  Atlantic  City.  Notre 
offered  the  bus  companies'  owners  a 
total  of  $95  million.  One-quarter  of 
that  would  be  paid  in  cash,  and  the 
rest  in  stock  that  would  represent  a 
55%  equity  interest  in  a  new  compa- 
ny, Coach  U.S.A.  Putting  them 


in  legal  and  accounting  fees,  and  pro- 
vided some  $20  million  more  to  fund 
working  capital  and  additional  acqui- 
sitions. When  the  dust  had  settled, 
the  Notre  partners  were  out  no  cash 
and  were  sitting  on  12%  of  Coach's 
stock,  worth  $20  million  on  the 
public  offering  date — and  recently 
worth  $40  million. 

"They  call  them  'poof  companies," 
says  Joe  Davis,  chairman  of  Consoli- 
dated Graphics,  a  printing  industry 


together  all  at  once  this  way — instead 
of  making  a  series  of  acquisitions — 
kept  goodwill  off  Coach  U.S.A. 's 
new  balance  sheet,  thereby  maintain- 
ing its  reported  earnings. 

Next  step:  Notre  then  sold  one- 
third  of  Coach  to  the  public,  raising 
$50  million.  Presto!  As  private  com- 
panies they  were  worth  $95  million; 
to  the  public:  $150  million. 

The  $50  million  raised  in  the 
public  offering  paid  back  the  cash 
portion  owed  to  the  original  owners, 
reimbursed  Notre  for  its  investment 

Consolidation  pays 


consolidator  unaffiliated  with  Notre, 
"as  in,  'Poof!  You  have  a  company'  " 
Unfortunately,  this  summer  the 
Securities  &  Exchange  Commission 
threw  a  monkey  wrench  at  Notre. 
The  regulators  changed  the  account- 
ing rules.  Henceforth,  a  mass  consol- 
idation can't  be  treated  on  the  bal- 
ance sheet  as  a  merger  of  equals;  it 
has  to  be  accounted  for  as  if  there 
had  been  a  series  of  purchases  for 
stock.  The  difference  between  the 
value  of  that  stock  and  the  tangible 
assets  acquired  is  goodwill  that  has  to 


be  charged  against  earnings.  For 
example,  those  bus  companies  valued 
at  $95  million  owned  only  $50  mil- 
lion worth  of  buses,  real  estate  and  so 
on,  net  of  liabilities.  Under  the  new 
rule,  the  $45  million  difference 
would  have  to  be  charged  off  against 
earnings  over  the  next  40  years — 
$1.12  million  a  year.  Coach  U.S.A. 
reported  pro  forma  earnings  last  year 
of  $6  million  but  it  won't  have  to 
restate  those  to  reflect  the  new  rules: 
The  sec  grandfathered  the  account- 
ing practices  used  before  the  new 
rules  took  effect. 

Looking  ahead,  Harter  says  he'll 
have  a  tougher  time  explaining  what 
his  companies'  real  earnings  are.  But, 
he  insists,  the  SEC's  new  rules  won't 
keep  him  from  doing  future  consoli- 
dation deals.  Notre's  real  strength,  he 
says,  is  its  ability  to  put  together 
small,  family-run  enterprises  that  are 
worth  more  as  part  of  a  group  than 
they  are  individually.  Since  Rod 
Crosby  sold  his  delivery  and  logistics 
management  business  to  U.S.  Deliv- 
ery in  1994,  he  has  been  able  to 
invest  $5  million  in  new  computers 
and  software  that  he  couldn't  have 
afforded  before.  Crosby  has  also  won 
more  big  accounts  because  of  U.S. 
Delivery's  nationwide  delivery  net- 
work. Sales  have  nearly  tripled,  to 
$70  million,  in  three  years.  (For  a 
similar  example,  see  story,  p.  98.) 

"In  the  end  we  are  building  real 
companies,  with  services  that  people 
use  every  day,"  Baker  says.  Asked 
what  investors  should  look  for  in  a 
publicly  traded  consolidator,  Baker 
and  Harter  reply  it's  good  manage- 
ment. Beyond  that,  it's  best  to  buy 
the  guy  who  got  to  the  industry  first. 
The  first  person  to  consolidate  usual- 
ly gets  the  best  companies  and  the 
best  acquisition  prices.  Mi 


Company/business                                              Latest  - 

-Initial  public  offering- 

Recent 

1996  est 

Market 

12-mo  sales 

date 

price* 

pricet 

EPS 

P/E 

value 

($mil) 

($mil) 

Allwaste/waste  removal  services  $383 

12/8/86 

47/8 

$0.22 

22 

$188 

American  Medical  Response/ambulance  services  586 

8/5/92 

8'/2 

30 

1.59 

19 

621 

Coach  USA/motorcoach  services  117 

5/14/96 

14 

283/« 

0.89 

32 

328 

Corporate  Express/office  products  1,992 

9/23/94 

105/8 

367/8 

0.75 

49 

2,552 

Physicians  Resource  Group/physician  management  services  109 

6/27/95 

13 

26% 

0.81 

33 

618 

USA  Waste  Services/waste  management  services  673 

6/22/88 

5 

33 

1.16 

28 

4,413 

'Adjusted  for  splits.  tAs  of  Oct.  11. 

Sources:  Market  Guide  via  OneSource  Information  Services;  IBES  Express;  Securities  Data  Co. 


These  companies 
have  enjoyed 
great  success 
consolidating 
their  respective 
industries,  but 
ultimately  the 
growth  slows,  as 
it  did  in  the  case 
of  Allwaste. 
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Since  1992  the  price  of  gold  has  scarcely  moved. 
So  how  come  the  gold-oriented  Midas  Fund 
has  been  up  24%  annually? 

By  James  M.  Clash 


Up  in  Cripple  Creek  (pop.  1,200), 
2  miles  above  sea  level  in  the  Col- 
orado Rockies,  the  two  primary  eco- 
nomic activities  are  gold  mining, 
which  dates  to  the  1800s,  and  legal- 
ized gambling,  which  dates  to  a  1990 


state  law.  "Sometimes  the  two  aren't 
that  dissimilar,"  jokes  Kjeld  Thyge- 
sen,  a  mutual  fund  manager  with  a 
large  stake  in  Golden  Cycle  Gold 
Corp.,  one  of  the  few  listed  public 
companies  in  Cripple  Creek. 


Thygesen  hastens  to  add,  "I'm 
not  a  gambler  as  much  as  a  calculat- 
ed risk-taker."  Gambling  or  risk-tak- 
ing, Thygesen's  dabbling  in  stocks 
like  Golden  Cycle  has  paid  off  hand- 
somely. Since  he  took  over  Midas 
Fund  in  January  1992  the  fund  has 
delivered  a  compound  annual  return 
of  24%.  That  is  10  percentage  points 
ahead  of  the  s&p  500  and  14  points 
ahead  of  the  average  gold  fund. 

Thygesen's  returns  are  even  more 
impressive  when  you  consider  that 
the  price  of  gold  today,  $382  per 
ounce,  is  only  $30  higher  than  where 
it  traded  when  he  took  over  Midas. 
"That's  part  of  the  beauty,"  says 
Thygesen,  49,  a  veteran  of  two 


Fund  manager  Kjeld  Thygesen  with  gold  ore  from  Golcen  Cycle  Gold  Corp. 

This  Midas  man  won't  fix  your  muff!??,  but  he  coy  id  make  you  a  ton  of  money. 
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ANOTHER   INVESTOR'S  ADVANTAGE 


Our  own 
growth  funds. 

Our  best 


performers, 


Strategist  Growth  Funds  from  American  Express 


Average  Annual  Total  Returns  (As  of  6/30/96) 


Strategist 
Growth  Funds 

Strategist 
Growth  Fund 

Strategist 
Growth  Trends 
Fund 


1  year 
29.1% 

27.7% 


5  year  1 0  year 
19.2%  14.1% 


17.7% 


15.4% 


Financial 
Direct 


100%  No-load 


The  Strategist  Growth  Trends  Fund 
and  the  Strategist  Growth  Fund  from 
American  Express  Financial  Direct 
nave  delivered  the  same  important  advantage:  long-term  per- 
formance. Of  course,  past  performance  is  no  guarantee  of 
future  results. 


pbu  can  get  started  with  as  little  as  $2,000.  Licensed  financial 
Consultants  are  ready  to  discuss  the  Strategist  Funds,  plus 
no-load  funds  from  other  well-known  families,  money  market 
funds,  brokerage  services,  and  more.  Whatever  you  request,  you'll 
receive  the  exceptional  service  you  expect  from  American  Express. 


For  a  prospectus  on  Strategist  growth  funds, 
with  no  loads  or  transaction  fees,  call 

1800AXP-2011 


American  Express  Financial  Direct  makes  investments  available  through  American  Express  Service  Corporation.  Average  annual  total  returns  include 
changes  in  principal  value,  reinvested  dividends  and  capital  gains  distributions.  Investment  return  and  principal  value  will  vary  and  shares  may  be  worth 
more  or  less  at  redemption  than  at  original  purchase.  Strategist  Growth  Fund  invests  its  assets  in  Growth  Portfolio,  of  Growth  Trust.  Growth  Portfolio's  pre- 
pecessor  fund,  IDS  Growth  Fund,  has  been  in  existence  since  March,  1972.  Strategist  Growth  Trends  Fund  invests  its  assets  in  Growth  Trends  Portfolio 
pf  Growth  Trust.  Growth  Trends  Portfolio's  predecessor  fund,  IDS  New  Dimensions  Fund,  has  been  in  existence  since  July,  1968.  All  performance  shown 
Is  based  in  part  on  the  historical  performance  of  each  predecessor  fund,  which  invests  its  assets  in  Growth  Portfolio  or  Growth  Trends  Portfolio.  All  per- 
formance shown  represents  performance  of  each  predecessor  fund  prior  to  3/20/95  and  of  each  predecessor  fund's  Class  A  shares  from  3/20/95  through 
V30/96,  adjusted  to  reflect  the  absence  of  sales  charges.  The  historical  performance  has  not  been  adjusted  for  any  difference  between  the  estimated  fees 
jind  expenses  of  the  funds  and  the  historical  fees  and  expenses  of  the  predecessor  funds.  For  more  complete  information,  including  charges  and  expenses, 
olease  call  for  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 
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THE  FUNDS 


decades  of  gold  stock  picking,  recent- 
ly for  Rothschild  Asset  Management 
in  London.  "Gold  doesn't  have  to 
rise  for  us  to  make  money." 

Thygesen  keeps  a  fourth  of  the 
$210  million  fund  in  small  gold 
companies  like  Golden  Cycle,  the 
rest  in  gold  blue  chips  like  Barrick 
Gold,  Newmont  Mining  and  Home- 
stake  Mining.  That  contrasts  with 
the  behavior  of  a  majority  of  his 
peers,  who  hazard  at  most  10%  of 
their  assets  on  smaller,  more  risky 
ventures. 

As  in  oil,  so  in  gold:  You  can  make 
money  either  by  discovering  miner- 
als or  by  extracting  them.  Midas' 
25%  stake  in  exploration  stocks  is 
typically  spread  among  30  to  40 
names.  Sometimes  Thygesen  wins:  A 
$200,000  bet  on  Diamond  Fields 
Resources  in  1994  turned  into  mil- 
lions last  year  following  a  major  min- 
eral strike  in  Labrador.  Sometimes 
he  loses.  He  put  $500,000  in 
Greater  Lenora,  a  Toronto-based 
gold  exploration  company,  and  saw 
it  shrink  in  value  to  $170,000,  when 
the  claimed  reserves  proved  to  be 
exaggerated. 

Thygesen  looks,  above  all,  for  fat 
reserves.  Golden  Cycle  diinks  it  is  sit- 
ting on  2.58  million  ounces  of  buried 
gold,  quite  a  lot  in  relation  to  the 
company's  market  value  (at  a  recent 
8%  on  the  Pacific  Stock  Exchange)  of 
$17  million.  Unfortunately,  you  can't 
just  divide  the  two  figures  to  get  a 
cost  per  ounce.  This  stock  is  indeed  a 
bargain,  says  Thygesen,  but  it  takes 
some  digging  to  evaluate  it. 

It  turns  out  that  Golden  Cycle 

Cheap  gold 


hooked  up  with  Minorco,  the  South 
African  mining  giant,  to  help  develop 
the  Cripple  Creek  Cresson  deposit. 
Minorco  gets  the  first  $140  million  in 
cash  flow  coming  out  of  the  mine 
and  two-thirds  of  everything  after 
that.  A  rough  estimate  of  what's  in 
store  puts  the  effective  price  of 
Golden  Cycle's  reserves  at  $30  an 
ounce.  This  contrasts  with  the  $200 
or  so  you  would  see  at  a  Barrick  or 
Newmont.  Golden  Cycle  expects  to 
have  the  $140  million  paid  off  within 
the  next  five  years. 

Next  thing  to  consider:  ore  grade. 
The  19th-century  prospectors  large- 
ly picked  Cripple  Creek  clean  of  the 
easy  ores,  including  some  veins  of 
nearly  pure  gold.  To  get  at  what's 
left,  Golden  Cycle  has  to  go  through 
30  to  50  tons  of  rock  to  extract  an 
ounce  of  gold.  By  the  1960s,  with 
gold  still  capped  at  $35  an  ounce, 
Cripple  Creek  became  a  veritable 
ghost  town. 

Heap  leaching,  which  uses  cyanide 
to  extract  gold  from  very  low  grade 
ore,  helped  revive  the  town.  Golden 
Cycle's  stake  covers  some  10,000 
acres.  The  restructured  company, 
which  went  public  in  1983,  began 
preliminary  leaching  operations  in  the 
mid-1980s,  and  by  1995  production 
began  in  earnest.  This  year  the  Cres- 
son mine  is  expected  to  produce 
165,000  ounces,  or  at  today's  gold 
price  of  $382  per  ounce,  revenue  of 
$63  million.  Thygesen  says  the  cash 
cost  to  produce  from  this  open-pit 
mine  is  $215  per  ounce. 

"Nobody  seems  to  understand  the 
potential  of  this  company,"  says 


Thygesen,  on  a  visit  to  Cripple  Creek. 
"It's  the  undiscovered  nugget  in  the 
gold  industry  today."  He  says  new 
discoveries  could  help  push  the  stock 
to  20  within  a  year. 

With  inflation  subdued,  there's  no 
fever  for  gold  as  there  was  in  the 

High  rollers 


Stock 

Recent 
price 

Market 
cap 
($mil) 

Per 
Reserve 
ounce 

Armada  Gold 

$1.35 

55 

$30 

Fairmile  Gold 

2.70 

42 

42 

Glenmore  Highlands 

4.00 

82 

NA 

Golden  Queen 

1.75 

33 

22 

Goldstake  Exploration 

1.85 

37 

NA 

Minorca  Resources 

2.80 

180 

55 

NA:  Not  available. 
Source:  Midas  Fund. 


These  risky  gold  exploration  stocks, 
with  low  market-cap-to-reserve  ratios, 
are  all  current  Midas  bets. 


1970s.  But  the  world  now  consumes 
at  least  700  more  tons  of  gold  per 
year  than  it  produces;  the  remainder 
is  supplied  by  central  banks  and  from 
other  above-ground  supplies.  When 
demand  catches  up  with  supply,  there 
should  be  an  additional  boost  to  the 
gold-fund  sector.  In  addition  to 
Thygesen's  superior  returns,  his  fund 
is  reasonably  priced:  Midas  has  no 
sales  load  and  its  annual  expenses  are 
1.6%.  The  table  above  lists  some  of 
Thygesen's  holdings  among  gold 
exploration  stocks.  The  table  below 
lists  gold  funds  that,  like  Thygesen's, 
combine  reasonable  costs  with  supe- 
rior returns. 


Performance 

Fund 

5-year 

Assets 

Average 

Sales 

Annual 

Up  Down 

average  annual 

($mil) 

P/E 

load 

expenses 

markets 

return 

per  $100 

C  D 

United  Services-World  Gold  Fund/United 

19.9% 

$251 

42.1 

none 

$1.59 

D  D 

Invesco  Strategic-Gold/lnvesco 

17.1 

244 

34.8 

none 

1.32 

Scudder  Gold  Fund/Scudder 

17.4 

175 

37.3 

none 

1.59 

A  B 

Midas  Fund/Bull  &  Bear 

24.2 

210 

44.0 

none 

1.62 

Benham  Global  Gold  Fund/20th  Century 

11.4 

515 

42.0 

none 

0.61 

D  B 

Vanguard  Special-Gold  &  Prec  Metals/Vanguard 

10.0 

582 

34.5 

none*  ' 

0.60 

C  A 

Fidelity  Select-American  Gold/Fidelity 

17.4 

398 

42.3 

3% 

1.39 

B  C 

Fidelity  Select-Prec  Metals  &  Mins/Fidelity 

14.7 

329 

33.8 

3 

1.52 

F  D 

USAA  Investment-Gold  Fund/USAA 

9.6 

140 

39.3 

none 

1.35 

D  B 

Lexington  Goldfund/Lexington 

11.0 

136 

38.5 

none 

1.70 

"Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund. 

Sources:  Forbes:  Upper  Analytical  Services;  Morningstar,  Inc. 


These  gold  funds, 
all  but  two  no- 
loads,  combine 
good  performance 
with  low  costs. 
Six  of  the  ten 
beat  the  S&P  500 
Index  (14.1%) 
over  the  past  five 
years.  Note  that 
Midas  Fund  is 
tops  in  return,  but 
also  has  the  high- 
est P/E. 
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ADVERTISEMENT  1 


Forbes 


Mutual  Funds  Portfolio 


Pack  Client's  Portfolio  with 
the  Power  of  Dividends. 

Delaware  Qroup  offers  two  funds  that  put  the 
Decatur  dividend  approach  to  work  for  you.  The 
Decatur  Funds  invest  primarily  in  U.S.  stocks, 
which  pay  above-average  dividends  and  are 
believed  to  have  potential  for  long-term  capital 
growth. 

Decatur  Total  Return  Fund  seeks  long-term  total 
return  and  offers  quarterly  dividends. 

Decatur  Income  Fund  seeks  high  current  income 
and,  unlike  most  other  equity  income  funds,  pays  a 
monthly  dividend. 

The  Decatur  Funds  are  member  funds  of  the  67- 
year-old  Delaware  Group,  which  today  manages 
mutual  fund  and  institutional  assets  of  more  than 
$28  billion. 

Call  1-800-362-7500 

Call  Delaware  Group  today  for  a  free  Decatur  kit. 


DELAWARE 
GROUI^ 

Philadelphia  •  London 


.KXiNGTON  Crosby  Small  Cap  Asia  Growth  Fund 


A  no-load  Fund  which  seeks  long-term  capital  appreciation 
by  investing  in  small  cap  growth  companies  in  the  Asia  region 
with  a  market  capitalization  of  less  than  $1  billion. 

Why  Small  Caps  in  Asia? 
•  Growing  middle  class 
•  High  savings  rate 
•  Substantial  foreign  investment 
•  Intra-regional  trade  growing 


3. 


Lexington  Funds  Distributor,  Inc.,  Distributor 
1-800-526-0057 


(4/96) 


The  Kaufmann  Fund 

A  Small  Company  Aggressive  Growth  Fund 


#/  Performing  Fund  Since 
the  Market  Low  of  1987 

—  per  Mutual  Fund  Forecaster* 


Five- Year  Compounded 
Annual  Return 


15.2% 
s&p 

500 


23.0% 


KAUFX 
FUND 


Ten  year   19.8% 

One  year  24.3% 

Period  Ending  9/30/96 
per  Lipper  Analytical  Services 


Lawrence  Aiuiana  and  Hans  Utsch, 
Portfolio  Co-managers 

Morningstar  5-Star  (★*★*★)  Rating** 

(Out  of  1,469  equity  funds  as  of  8/31/96) 


For  a  prospectus  call: 


(800)  346-5263  j3t 


*Out  of  637  open-end  equity  funds,  for  Hie  period  of  12/4/87  -  9/30/96. 
**Momingstar  ratings  are  subject  to  change  every  month  and  are  calculated  from  the  fluids' 
three-and  five-year  average  annual  returns  with  appropriate  sales  charge  adjustments  and 
a  risk  factor  that  reflects  performance  relative  to  three-month  Treasury  bill  monthly 
returns.  Ten  percent  of  the  fluids  in  an  investment  category  receive  five  stars. 
Total  returns  for  periods  ending  September  30,  1996  are  historical  and  include  change  in 
share  price,  reinvestment  of  dividends  and  capital  gains.  Then?  is  a  0.2%  redemption  fee 
and  a  12b-l  fee  in  excess  of  0.25%.  The  S&P  is  an  immanaged  index  consisting  of  the 
common  stock  of  500  publicly  traded  U.S.  companies.  For  more  complete  infonnation 
including  charges,  expenses,  and  risks  on  small-cap  stocks  please  read  the  prospectus 
carefully  before  you  invest.  The  performance  cited  represents  past  performance  which  is 
not  indicative  of  future  results;  investment  performance  fluctuates,  fund  shares  when 
redeemed  may  be  worth  more  or  less  than  original  cost.  The  prices  of  small  company 
stocks  are  generally  more  volatile  than  those  of  large  companies. 

The  Kaufmann  Fund,  Inc. 

Fax  (212)  661-2266  •  Internet  -  http://w-ww.kaufmann.com 


0" 


%  International  Small  Company  Fund 


IWentieth  Century  International  Discovery  fund  was  ranked 
#1  in  its  category  by  Lipper  for  the  one  year  (#1  of  12  funds)  and 
life  of  fund  (#1  of  9  funds)  time  periods  ended  6/30/961. 

Even  though  international  investments  are 
subject  to  special  risks,  they  can  offer 
significant  opportunities  for  growth. 

For  more  complete  information,  including  charges,  expenses  and 
minimums,  call  for  an  information  kit  and  prospectus.  Past  perfor- 
mance is  no  guarantee  of  future  results.  'Rankings  are  based  on  total 

returns  Inception  dale  is  3/31/94  PO  Box  419200,  Kansas  City,  MO  64141-  l-800-o45-20Zl 

6200  Twentieth  Century  Securities,  Inc ,  ©1996  Twentieth  Century  Services.  Inc 


For  more  information  on  advertising  in  the  next  Mutual  Funds  Portfolio,  contact  Donna  Tarr  at  212-620-2339 
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Orange  groves 
and  hedge  funds 

One  of  the  stranger  beasts  in  the  world  of  investment 
companies  just  got  a  little  stranger.  Is  Baker,  Fentress 
a  buy  now,  at  an  18%  discount? 


By  Thomas  Easton 


Baker,  Fentress  &  Co.,  a  closed- 
end  fund  that  trades  on  the  New 
York  Stock  Exchange,  looks  like  a 
bargain.  It  trades  at  19%,  a  handsome 
18%  discount  to  its  net  asset  value  of 
$23.55  a  share.  But  don't  rush  to 
your  broker  with  a  buy  order  before 
considering  the  negatives.  They  are 
pretty  big. 

First,   the   fund   has   a  rather 
'iocre  record.  If  you  had  bought 


shares  ten  years  ago  and  reinvested 
the  dividends  in  more  shares,  even 
with  the  benefit  of  the  discount,  you 
would  have  earned  a  13.1%  annual 
return  before  taxes.  That's  almost  2 
points  worse  than  the  s&P  500  index. 

Second,  there's  a  big  liability  built 
into  this  fund  for  anyone  holding  it 
outside  a  tax-sheltered  account  like  a 
401(k).  Many  of  Baker,  Fentress' 
positions,  such  as  those  in  Barnett 


Banks,  MCI  and  aon  Corp.,  were 
acquired  years  ago  at  much  lower 
prices.  If  the  entire  $772  million 
portfolio  were  liquidated  tomorrow, 
shareholders  would  owe  capital  gains 
taxes  on  $268  million  of  gains.  That's 
$8.25  per  share.  Who  wants  to  buy  a 
tax  liability? 

Third,  this  isn't  any  garden -variety 
fund.  A  large  chunk  of  its  assets  con- 
sists of  holdings  that  are  illiquid 
and/or  hard  to  assess.  Here's  one:  In 
June  Baker,  Fentress  paid  $131  mil- 
lion—17%  of  net  assets — to  acquire, 
outright,  a  money  management  firm, 
John  A.  Levin  &  Co.  The  New  York- 
based  outfit  is  run  by  John  Levin,  58, 
a  high-strung  hedge  fund  operator 
who  used  to  work  at  Michael  Stein- 
hardt  &  Co.  Levin  &  Co.  manages 
$6  billion,  providing  a  nice  fee 
income  stream  ($29  million  a  year) 
but  only  about  $10  million  would  get 
back  to  Baker,  Fentress.  That  holding 
would  not  be  worth  much  if  Levin 
died,  quit  or  lost  his  touch. 

As  part  of  the  unusual  arrangement 
in  which  the  closed-end  bought  up  a 
money  manager  (don't  you  expect 
the  reverse?),  John  Levin  became  the 
largest  shareholder  in  Baker,  Fentress 
as  well  as  its  chief  executive  and  chief 
portfolio  manager. 

We  asked  John  Levin  what  he 
intended  to  do.  His  answer:  lower 
p/es,  raise  diversification,  check  back 
next  year.  Don't  expect  fireworks. 
According  to  Baker,  Fentress,  his 
accounts  are  running  a  bit  ahead  of 
the  Standard  &  Poor's  500  over  the 
past  decade,  a  bit  behind  for  the  past 
five  and  three  years. 

Baker,  Fentress  has  always  been 
something  of  an  oddball  in  the 
investment  world.  It  started  out  life  a 
century  ago  as  an  underwriter  of 
timber-backed  bonds.  Following 
some  defaults  it  wound  up  as  a  holder 
of  pine  forests  and  a  producer  of 
naval  stores — supplies  like  turpentine 
and  pitch  made  from  pine  and  used 
in  the  maintenance  of  wooden  boats. 

By  spinning  off  its  land  company 
and  reorganizing  in  1971,  the  owners 
of  the  forest  products  operation, 
Baker,  Fentress,  created  a  diversified 
holding  that  qualified  under  the  tax 
laws  as  a  diversified  investment  com- 
pany. But  it  is  nothing  like  Fidelity 
Growth  &  Income.  Besides  the  17% 
now  tied  up  in  Levin  &  Co.,  more 
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than  12%  of  the  portfolio  is  invested 
in  private  companies  such  as  Duro- 
Lite  International,  a  manufacturer  of 
light  bulbs;  TBN  Holdings  Inc.,  a  haz- 
ardous waste  recycler;  and  Citidel 
Communications,  a  radio  broadcast- 
er. Collectively  the  private  placement 
portfolio  has  badly  lagged  the  s&P 
500  benchmark  index  over  the  past 
ten  years. 

Another  drag  has  been  the  13%  of 
assets  accounted  for  by 
Consolidated-Tomoka  Land  Co., 
the  Florida  remnant  of  the  forest 
holdings.  Consolidated  trades  (thin- 
ly) on  the  American  exchange,  but 
since  Baker,  Fentress  still  owns  80% 
of  it,  it's  hard  to  know  what  the 
company  is  really  worth.  Some 
4,300  acres  are  run  as  citrus  groves, 
a  business  that  goes  hot  and  cold 
with  the  weather.  Another  22,000 
acres  await  development.  There  are 
complications.  Some  of  the  acreage 
is  untouchable  wetlands;  some  is 
occasionally  traipsed  upon  by  the 
cuddly  gopher  tortoise.  (If  environ- 
mental authorities  find  one  of  these 
protected  species  on  your  land,  you 
can't  do  much  with  the  property 
except  look  at  it.) 

In  approving  the  Levin  &  Co. 
acquisition,  board  members  evident- 
ly believed  that  Levin  could  inject 
some  life  into  this  hodgepodge.  One 
of  the  more  curious  votes  in  favor  of 
the  purchase  was  cast  by  director 
Burton  Malkiel,  the  Princeton  pro- 
fessor, modern  portfolio  theory  fan 
and  staunch  advocate  of  the  theory 
that  you  can't  beat  the  market. 

Justifying  himself,  Malkiel  puts 
the  mediocre  Levin  record  in  the 
best  modern  portfolio  theory  light: 
"We  don't  really  know  how  to  mea- 
sure risk,  but  we  do  know  that, 
however  you  look  at  it,  Levin  has 
taken  less." 

The  clearest  evidence  of  Levin's 
investment  prowess  to  date  may  be 
what  he  was  able  to  get  for  the  sale 
of  his  firm:  besides  the  $131  million 
in  cash  and  securities,  a  compensa- 
tion package  that  gives  him  and  the 
other  employees  of  the  firm  a  major 
portion  of  the  revenues  Levin  &  Co. 
produces  in  the  future. 

Some  closed-end  discounts  seem 
irrational.  The  one  on  Baker,  Fen- 
tress appears  to  be  particularly  well 
deserved.  U 
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This  announcement  is  not  an  offer  to  buy  or  sell  securities.  Offers  are  made  by  prospectus  only. 

Introducing 
GMAC  SmartNotes 

A  new  investment  option  for  individual  investors. 
SmartNotes  are  typically  available: 

» at  par  in  denominations  of  $1,000 

•  in  a  variety  of  maturities  and  interest  payment  options 

•  with  a  survivor's  option  allowing  an  investor  flexibility  for  estate  planning 

•  with  rates  announced  on  Friday,  published  in  the  Wall  Street  Journal  on 
the  following  Monday,  and  typically  available  until  Thursday 

SmartNotes  are  offered  only  by  prospectus  through 
The  Chicago  Corporation 

A.G.  Edwards  &  Sons,  Inc. 

Edward  D.  Jones  &  Co. 

Prudential  Securities  Incorporated 
Smith  Barney  Inc. 
and  other  participating  brokers/dealers  throughout  the  United  States. 

GMAC 

FINANCIAL  SERVICES 

http://www.direct-notes.corn/gmac  or  www.gmacfs.com/invest 

Always  check  weekly  offers  and  read  the  prospectus  before  making  an  investment  decision. 
©1996  GMAC.  All  Rights  Reserved. 
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401  (k)  survival  tactics 

If  you  died  suddenly,  could  your  heirs  defer 
income  taxes  on  your  retirement  savings? 


If  you  are  like  many  prosperous 
Americans  with  corporate  jobs,  you 
have  money  in  a  tax-deferred  401(k), 
profit  sharing  or  employee  stock 
ownership  plan.  And  if  you  are  like 
most  taxpayers,  you  haven't  thought 
out  an  estate  plan  for  these  assets. 

Pay  attention:  Decisions  you  make 
now  may  determine  whether  your 
estate  or  heirs  would  owe  income 
taxes  on  the  assets  soon  after  your 
death,  or  be  able  to  defer  them,  per- 
haps for  decades. 

Once  upon  a  time 


this  issue  didn't  matter  much  because 
not  much  money  was  at  stake.  But 
now  it  does:  This  year,  for  the  first 
time,  assets  in  these  defined-con- 
tribution  plans  are  expected  to  out- 
strip those  in  conventional  pension 
plans.  "Paying  40%  in  immediate 
taxes  on  a  distribution  is  something 
to  be  avoided  if  you  can,"  says  Steven 
Kerstein  of  benefits  consultant 
Towers  Perrin. 

Unfortunately  the 
tax  rules  that 
/      /  apply  to 

\  s        sucn  pay_ 


outs  are  studded  with  traps  for 
unwary  taxpayers.  Companies,  too, 
need  to  check  their  policies  and  con- 
sider revisions. 

If  you  die  with  assets  in  a  firm 
retirement  plan  such  as  a  401(k), 
applicable  estate  taxes  will  be  due 
soon  after.  Income  taxes,  however, 
may  be  deferred,  allowing  the  assets 
further  tax-free  accumulation. 

How  do  you  get  this  deferral? 
There  is  only  one  way:  Name  your 
spouse — not  your  estate  or  a  trust  or 
anyone  else — as  beneficiary  of  your 
plan  assets.  Then,  if  you  die,  the  law 
allows  him  or  her  to  take  the 
money  and  roll  it  over  into 
an  individual  retirement 
account. 

The  problem 
comes  if  this  plain 
vanilla  option  does 
not  fit  your  needs. 
Say  you're  divorced 
and  want  your  assets 
to      go      to  your 
children.  At  some  firms 
they  might  get  a  payout 
over  five  or  ten  years,  but  at 
many  others,  the  money 
would  all  have  to  come  out 
in  a  lump  sum,  taxable 
immediately. 

Or  perhaps  you  are 
single  and  want  the 
assets  to  benefit  a 
favorite    friend  or 
charity.   Or  even — 
and    this    is  very 
common — you  are 
married,  but  want  to 
restrict  access  so  that 
your  assets  benefit  your 
spouse  and  children  but 
not  your  spouse's  next  hus- 
band or  wife. 
In  each  case  no  deferral  is  cur- 
rently available,  and  full  income 
taxes  would  be  due  on  the  assets 
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What  does  it  take  to  stay 
ahead  of  the  competition? 


Find  the  secrets  to  success  in  Home  Office  Computing 


You'll  be  on  the  leading  edge  of  your  industry  when 
you  subscribe  to  HOME  OFFICE  COMPUTING.  Because 
HOME  OFFICE  COMPUTING  gives  you  everything  you'll  need 
to  succeed  in  today's  business  environment. 

Every  issue  shares  the  secrets  of  success  from  savvy 
entrepreneurs  and  experienced  small-business  owners, 
who  advise  you  on: 

•Creating  Low-Cost  Promotions 

•  How  to  Keep  Clients  Coming  Back 

•  100  Top  Computer  Tips  for  Increasing  Your  Business 
•Avoiding  an  IRS  Audit 

•  Raising  Capital  to  Start  or  Expand  Your  Business 
•Cutting  Health  Insurance  Costs 

•  How  to  Get  the  Most  Out  of  the  Internet 
•Tips  to  Raise  Income  and  Lower  Overhead 

•  Plus,  the  latest  reviews  in  each  issue  on  office 
technology  including  hardware,  software,  and 
communications  equipment. 

Make  a  wise  investment  in  your  business.  Call  today  to 
start  your  subscription  and  you'll  receive  12  issues  of 
HOME  OFFICE  COMPUTING  for  only  $16.97  -  a  52%  savings 
off  the  newsstand  price! 
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TAXING  MATTERS 


Moonlight 

savings 

Do  you  have  a  sideline  business?  A  recent  tax  law 
may  boost  the  amount  of  money  you  can  tuck 
away  in  a  tax-deferred  retirement  plan. 


By  Janet  Novack 


soon  after  your  death. 

Are  there  any  ways  out  of  this  tight 
corner?  Perhaps.  But  finding  them  is 
tricky. 

First,  owners  and  heirs  should  care 
fully  peruse  their  individual  company 
plans.  Check  to  sec  whether  any 
payout  options  other  than  a  lump 
sum  exist,  such  as  spreading  out  pay- 
ments over  five  or  more  years,  which 
the  IRS  allows. 

Also  find  out  whether  the  firm 
would  consider  taking  the  earmarked 
assets  and  using  them  to  buy  a  vari- 
able annuity  for  the  heir.  This  isn't 
ideal,  but  could  be  done  using  pretax 
money.  "I  believe  it  would  always  be 
better  to  do  this,  if  possible,  rather 
than  pay  the  tax  and  invest  the  pro- 
ceeds," says  Michel  Kaplan,  a  tax 
expert  with  Sherrard  &  Roe  in 
Nashville. 

Another  possibility,  if  it's  worth  the 
trouble,  is  to  set  up  a  charitable 
remainder  trust  and  name  it  as  the 
heir  of  your  plan  assets.  This  also 
could  receive  pretax  assets,  and  the 
payout  ratio  could  be  set  high 
enough  so  that  little  remainder  is  left 
for  the  charity. 

Best  of  all,  short  of  getting  Con- 
gress to  change  the  law  on  rollovers, 
is  to  roll  as  much  money  as  possible 
out  of  your  company's  plan(s)  and 
directly  into  an  IRA  while  you're  still 
alive.  Typically  you  can  take  the  full 
value  of  the  employer's  contributions 
minus  those  of  the  last  two  years. 

This  works  because  iRAs  are  much 
more  flexible  than  401(k)s  as  ele- 
ments of  estate  plans.  You  can  keep 
an  IRA  alive  after  your  death  for  a 
nonspouse  heir,  for  example,  and  you 
can  wrap  a  trust  document  around 
one  as  well. 

The  only  trouble  here  is  that  many 
401(k)  plans  don't  allow  such  "in- 
service  rollovers."  In  one  survey 
Towers  Perrin  found  that  only  40%  of 
600  large-company  plans  did.  "Com- 
panies want  this  money  saved  and 
worry  that  if  people  take  it  out,  they 
will  spend  it,"  says  Kerstein. 

That's  understandable,  but  compa- 
nies should  at  least  allow  empl< 
with  mortal  illnesses  to  r<  >11  <  i 
assets  while  still  employe  .  F  vsi 
expert  James  Hutchinson  (  "on 
&  Bird  in  Atlanta  believes  it  woi 
possible  to  design  such  an  opL 
using  current  tax  rules.  -L.S. 


Good  news,  in  the  recent  "simpli- 
fied pensions"  enactment  by 
Congress,  for  moonlighters  and 
other  self-employed  people:  You 
be  able  to  increase  the  amount 
of  your  income  that  you  can  put 
aside  tax-deferred.  Bad  news: 
nensions  just  got  a  lot  less  simple. 


So,  .depending  on  your  circum- 
stances, you  may  wind  up  paying  a 
lot  less  money  to  the  Internal 
Revenue  Service  but  more  to  your 
accountant. 

Two  groups  of  workers  are  likely 
to  be  better  off.  One  is  people  who 
make  less  than  $30,000  from  self- 
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Stay  hitched 

If  you  work  with  your 
spouse  in  a  small- business, 
law,  medical  or  accounting 
practice,  the  new  pension 
changes  contain  a  well- 
deserved  break  for  you. 

Congress  has  repealed 
the  "family  aggregation" 
rule,  beginning  in  1997. 


The  rule  lumps  together 
salaries  of  some  family 
members  when  figuring 
contributions  to  tax- 
deferred  retirement  plans. 

Say  a  husband  and  wife 
practice  medicine  togeth- 
er, each  earning  $150,000, 
in  a  practice  that  con- 
tributes 15%  of  salary  to  a 
pension  plan.  Until  this 


law  change  the  married 
docs  would  have  been 
allowed  to  save  $22,500  a 
year  in  total. 

That's  because  although 
the  maximum  salary  that 
can  be  counted  for  any 
one  employee  is 
$150,000,  the  family 
aggregation  rule  treats 
them  as  one.  Next  year, 


with  the  rule  repealed, 
they'll  each  get  $22,500— 
a  combined  $45,000. 

Bethesda,  Md.  pension 
lawyer  Paula  Calimafde 
had  as  clients  one  medical 
duo  who  were  so  frustrat- 
ed by  the  rule  that  they 
split  their  practice  to  avoid 
it.  Now  maybe  they  can 
merge.  — J.N.  ■■ 


employment  and  don't  have  a 
401(k)  at  their  full-time  job  (or 
don't  have  a  regular  job).  The  other 
is  people  over  the  age  of  50  with 
very  large  self-employment  in- 
comes— a  corporate  executive  with 
several  Forbes  500  board  member- 
ships, for  example,  or  a  trial  lawyer. 

Take  the  small-timers  first.  This 
group  would  include,  say,  a  self- 
employed  architect  netting  $25,000 
who  is  married  to  a  sales  executive 
with  a  six-figure  salary.  The  architect 
wants  to  salt  away  as  much  cash  as 

The  law's  elimination  of  an 
obscure  test  could  be  a  lol- 
lipop for  those  who  are  older 
and  want  to  shelter  big  sums. 

possible.  Under  the  old  rules,  the 
maximum  that  could  be  sheltered 
from  self- employment  income 
would  be  20%,  or  $5,000  in  this 
case.  Under  the  new  rules,  the  archi- 
tect has  the  option  of  using  the  new 
"Simple  IRA"  that  permits  sheltering 
100%  of  self-employment  income, 
up  to  a  maximum  of  $6,000  plus  3% 
of  earnings. 

Drawback  to  the  Simple  IRA:  The 
$6,000  claimed  counts  against  the 
$9,500  maximum  that  that  same 
worker  can  put  in  a  401(k)  from 
another  job.  Thus,  if  you  have  a  cor- 
porate job,  where  you  have  maxed 
out  your  401  (k)  deductions,  and 
also  have  a  chunk  of  moonlighting 
income,  the  new  Simple  IRA  does 
you  no  good.  You  are  better  off 
using  the  old  20%  formula,  available 
on  certain  kinds  of  Keogh  plans. 

Example:  You  make  $150,000  as  a 
bank  vice  president  and  also  net 
$20,000  a  year  from  a  sideline  in 


antiques.  Under  present  law,  you  can 
max  out  your  contribution  to  the 
bank's  401(k)  and  still  shelter 
$4,000  from  your  antiques  business. 

How  do  you  get  this  20%  ceiling? 
The  simplest,  easiest  retirement  plan 
for  moonlighters — a  simplified 
employee  pension — permits  only 
13.04%  of  income  to  be  sheltered. 
But  you  can  go  higher  by  choosing 
other  plans.  A  popular  one  available 
from  mutual  fund  companies  is  a 
"paired"  Keogh  plan  that  allows  you 
to  save  up  to  20%,  but  requires  you 
to  make  at  least  some  contribution 
each  year. 

Now  for  the  big  shots.  The  new 
law's  elimination  of  an  obscure  test 
known  as  the  Section  415(e)  limit 
could  be  a  lollipop  for  those  who  are 
50-plus  and  also  want  to  shelter  sub- 
stantial sums. 

The  limit  involves  complicated 
"defined  benefit"  Keoghs.  You'll 
have  to  pay  a  specialist  $1,200  or  so 
to  custom-design  one  of  these  plans. 
In  a  "defined  benefit"  plan  what  you 
put  away  pretax  is  based  on  the  pen- 
sion you  want  to  receive — up  to 
$120,000  a  year. 

Say  you're  a  56-year-old  chief 
executive  with  $150,000  a  year  in 
self-employment  income  from  serv- 
ing on  other  companies'  boards.  If 
you've  never  put  any  of  this  income 
into  a  retirement  plan,  then  you 
could  set  up  a  defined  benefit  plan 
that  would  allow  you  to  sock  away 
about  $80,000  in  each  of  the  next 
ten  years,  says  Los  Angeles  actuary 
Kurt  Piper,  who  is  chairman  of  the 
regulations  committee  of  the 
American  Society  of  Pension 
Actuaries. 

But  there's  a  common  problem:  If 
the  executive  in  our  example  had  put 
$15,000  of  his  board  fees  away  for 


three  years  in  a  defined  contribution 
Keogh,  the  amount  he  could  stash  in 
a  defined  benefit  Keogh  is  cut — to 
$74,000  a  year,  and  for  just  five  years 
instead  of  ten. 

That's  because  Section  415(e)  of 
the  tax  code  requires  calculations 
that  can  penalize  you  severely  if  you 
have  used  more  than  just  one  pen- 
sion plan. 

In  August  Congress  voted  to 
repeal  Section  415(e),  effective  for 
tax  years  after  1999.  If  you  think  you 
might  be  affected,  check  in  with 
your  tax  accountant.  In  some  cases, 
Piper  says,  there  are  steps  you  should 
take  now  to  maximize  your  benefits 
from  repeal. 

A  few  cautions: 

■  If  you  have  extremely  well  funded 
retirement  plans,  pay  attention  to 
the  15%  penalty  tax  levied  on  pen- 
sion payouts  totaling  more  than 
$155,000  a  year. 

■  Note  that  "net  income"  for  pen- 
sion calculations  means  net  income 
minus  half  the  Social  Security  tax 
that  you  owe  on  your  self-employ- 
ment income. 

■  Remember  that  deadlines  for  set- 
ting up  and  contributing  to  self- 
employment  retirement  accounts  are 
all  over  the  lot,  sometimes  Dec.  31, 
sometimes  much  later. 

If  you  have  employees,  read  the 
article  on  small- business  pensions 
that  appeared  in  this  space  in  the 
Oct.  21  issue. 

An  updated  version  of  the  irs' 
Publication  560,  "Retirement  Plans 
for  the  Self-Employed,"  should  be 
available  early  next  year  on  paper, 
and  sooner  on  the  irs'  Web  site 
www.irs.ustreas.gov.  A  link  to  the  IRS 
and  to  the  Oct.  21  article  can  be 
found  at  the  FORBES  Web  site 
www.forbes.com/extra/.  m 
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Together,  business  and  the  arts  can  work  magic. 
Just  ask  Bob  Ulrich  of  Dayton  Hudson. 


Bob  Ulrich  with  the  Kota  Reliquary  in  the  African  Gallery  of  The  Minneapolis  Institute  of  Ar 


Robert  J.  Ulrich,  Chairman  and  CEO  of 
Dayton  Hudson  Corporation,  speaks  with 
David  Finn,  board  member  of  the  Business 
Committee  for  the  Arts,  and  Chairman  of 
Ruder' Finn,  about  the  importance  of  innovative 
collaborations  between  business  and  the  arts. 


The  Art  of  Leadership 


"My  first  serious  exposure  to  the  arts  was 
when  I  was  about  eight  years  old:  a  school 
outing  to  The 
Minneapolis 
Institute  of  Arts. 
It  was  an  extraordinarily  important  way  of 
giving  kids  exposure  to  the  arts  and  an  awesome 
experience  for  me.  At  the  time,  sculpture  made 
a  fantastic  impression  on  me  -  and  it  still  does! 

"My  personal  interest  is  African  sculp- 
ture. I  collect  masks  and  sculptural  pieces, 
primarily  from  Zaire,  and  am  especially 
drawn  towards  tribal  sculpture  that  is  con- 
structivist  or  cubist  in  feeling.  There  is  a 
primitive  strength  in  them  -  many  were 
thought  to  have  magical  powers,  and  they 
all  had  a  special  meaning  in  village  life. 
Each  has  a  fascinating  story. 

"Because  of  my  interests,  I  have  long  been 
involved  in  the  activities  of  The  Minneapolis 
institute  of  Arts,  which,  incidentally,  has  a 
election  of  African  sculpture.  I  am 


now  Vice  Chairman  of  the  board  and 
Chairman  of  the  accessions  committee  — 
a  role  I  especially  enjoy  because  museums 
touch  the  lives  of  a  large  and  diverse  segment 
of  the  population  and  exert  a  wondrous 
influence  on  learning  and  creativity. 

"Dayton  Hudson  has  a  long  history  of 
supporting  the  arts.  Our  policy  is  to  give 
5%  of  pre-tax  operating  profits  to  public 
causes  -  40%  to  the  arts,  40%  to  social 
action,  and  20%  to  miscellaneous  causes. 
Also,  the  Dayton  brothers  have  been 
extremely  generous.  Both  Bruce  and 
Kenneth  have  set  an  example  of  major 
personal  involvement  in  the  arts. 

"The  company's  goal  is  to  make  quality 
art  accessible  to  a  wide  range  of  people, 
particularly  families,  our  primary  customers. 
The  cause  marketing  we  do  in  addition  to 
our  grants  helps  to  relate  our  interest  in  the 
arts  to  our  business.  When  we  sponsor  a 
major  art  exhibition,  our  marketing  vice 
president  works  with  the  museum  staff  to 
promote  it.  We  help  them  design  ads,  put 
together  a  package  of  promotional  materi- 
als, and  approach  editors  of  newspapers  and 
producers  of  radio  and  television  programs. 
As  a  result  we  have  become  known  as  a 


company  that  cares.  It  also  gives  our 
175,000  employees  a  sense  of  pride  in 
working  for  the  Company.  And  we  like  to 
think  it  provides  an  example  that  will 
inspire  other  companies  to  do  more. 

"One  of  our  cause  marketing  programs 
involves  placing  kiosks  in  our  stores.  In 
them,  we  offer  "treatseat"  coupons  for 
reduced -price  admission  to  arts  and  sports 
events,  as  well  as  other  family  entertainment. 
We  give  these  events  valuable  exposure.  We 
offer  our  customers  and  their  families  afford 
able  tickets.  And  we  help  build  audiences. 

"We  like  to  think  that  it's  not  just  the 
dollars  we  give  that  count  -  it's  the  magic 
we  can  work  together  as  partners  for  the 
greatest  good  of  the  community." 

The  most  respected  companies  in  the  world 
are  involved  with  the  arts  in  altogether  new 
ways.  To  form  an  alliance  that  meets  your 
strategic  goals,  contact: 

Business  Committee 
for  the  Arts,  Inc. 

1775  Broadway 
New  York,  New  York  10019 
212  664-0600 

Prepared  as  a  public  service  by  AD  LUBOW,  Inc. 
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THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


With  the  Dow  industrials  trading 
above  6000  and  the  s&P  500  also  at 
a  record  high,  it's  fair  to  assume  that 
many  intelligent  investors  are  ner- 
vously awaiting  a  downturn.  Now 
may  be  an  appropriate  time  to  trade 
in  some  growth  stocks  for  some  value 
stocks.  As  a  group,  the  former  have 
beaten  the  latter  by  six  percentage 
points  during  the  latest  12  months — 
but  come  a  correction,  value  stocks 
are  probably  the  safer  place  to  be. 

James  Holmes  is  making  a  major 
career  bet  that  value  stocks  will  out- 
perform the  growth  companies.  He's 
the  portfolio  manager  of  the  brand- 
new  Heartland  Large  Cap  Value 
Fund.  Two  stocks  that  meet  his  value 
criteria:  Elf  Aquitaine,  a  large  French 
oil  company  with  U.S. -traded  ADRs 
that  yield  3.2%;  and  AGCO,  a  farm 
equipment  maker  selling  for  ten  times 
trailing  earnings. 


The  overall  market 


Special  focus 


Over  the  past  three  months  the  analysts 
who  report  to  the  Institutional  Brokers 
Estimate  System  have  raised  their 
consensus  earnings  estimates  for  these 
eight  companies  by  39%  on  average. 
Salomon  Inc.  is  a  standout:  Its  1996 
earnings  forecast  has  been  cranked  up 
from  $5.40  a  share  in  July  to  $6.81  a 
share.  Happy  Warren  Buffett  at  last. 


Bright  future 


1996 

3-mo 

Company 

est  EPS 

change 

Cooper  Cameron 

$2.39 

33% 

Interstate  Bakeries 

1.71 

36 

Parker  &  Parsley 

1.22 

56 

Revlon 

0.28 

50 

Salomon 

6.81 

26 

Triton  Energy 

0.44 

27 

United  Meridian 

0.27 

59 

USX-U.S.  Steel 

2.13 

21 

4000 
3600 
3200 
2800 


The  Barra  All-US  price  index  as  of  10/1 1/96 

Market  value.  $7,857.9  billion 
P/E:  19.5 

P/E  minus  negative  EPS:  17.8 
Price/book:  2.8 
Yield:  1.8% 


12-month  closeup 

■iBana index 
3900  ti)200-day  moving  average 


3300 


Performance 

Last  4  weeks 
Since  12/31/95 


Price       Total  return 

2.7%  2.7% 
13.1  14.5 


1200 


'86  '87 


'89    '90    '91    '92    '93    '94    '95  '96 


NDJFMAMJJAS0 

'95  '96 


Closeup  on  the  markets 


%  change  from 


Index  or  investment 

—  2-week  change   

1  year  ago      5-year  high 

Barra  All-US  index 

1.4% 

17.9% 

-0.5% 

S&P/Barra  Growth  index' 

2.1 

1 

23.0 

-0.2 

S&P/Barra  Value  index 

2.1 

1 

16.8 

-0.5 

Dow  Jones  industrials 

1.6 

24.5 

-0.4 

S&P  500 

2.1 

Hi 

1 

19.9 

-0.4 

NYSE 

1.8 

18.9 

-0.5 

Nasdaq 

1.5 

1 

22.6 

-0.2 

PSE  Tech  100 

2.6 

1  164 

-0.4 

EAFE" 

-0.3 

8.0 

-2.9 

CR8  futures  index 

-0.4 

1.8 

-6.2 

Gold'  (Comexspot) 

0.4 

-0.8 

-8.2 

Yen6  (per  $US) 

0.7 

10.5 

-10.0 

Oil-  (W  Texas  Intermediate) 

0.3 

_J 

41.6 

-3.3 

The  best  and  worst  performing  stocks 

Best 

Price 

2-week 
change 

1996 
EPS' 

Worst 

Price 

2-week 
change 

1996 
EPS' 

Zitel 

35  y2 

86%  3 

>0.64 

HCIA 

263/4 

-56% 

$0.66 

In  Focus  Systems 

20  y2 

48 

1.06 

MDL  Information  Systems 

151/? 

-52 

1.08 

Centennial  Technologies 

567/8 

47 

1.32* 

Mariner  Health  Group 

77/8 

-50 

1.06 

Cheyenne  Software 

30  5/s 

41 

1.09* 

Summit  Medical  System 

8  Vis 

-47 

0.68 

Premisys  Communications 

48 

38 

0.87* 

Sunglass  Hut  International 

8'/2 

-47 

0.26 

The  best  and  worst  performing  industry  factors6 


2-week 

Since 

2-week 

Since 

Best 

change 

12/31/95 

Worst 

change 

12/31/95 

Oilfield  services 

5.9% 

36.8% 

Tire  &  rubber 

-4.7% 

-0.8% 

Pollution  control 

5.7 

16.8 

Photographic,  optical 

-3.6 

9.8 

Oil  refining,  distributing 

5.0 

19.7 

Misc  mining,  metals 

-3.5 

-1.5 

Financial  services 

4.5 

27.9 

Telephone 

-2.4 

-12.5 

Motor  vehicles 

4.3 

6.2 

Beverages 

-2.3 

21.7 

Source:  IBES  Express. 


Note:  Data  for  period  ending  10/1 1/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  =  50  (adjusted),  12/31/82. 4A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  ^Index  of  21 
commodity  futures.  'Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express.  8Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  *  1997  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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HEW  ISSUES  REVIEW 


The  biggest  new,  issues1 


Company/business 

Exchange 

Offer 
date 

Offer 
price 

9/30/96 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mkt2 

Calpine/power  generation  facilities 

n  „j  t". 

9/19/96 

16 

16 

$289 

CS  First  Boston 

0% 

99 

American  Pad  &  Paper/office  products 

n 

7/1/96 

15 

211/4 

234 

Morgan  Stanley 

42 

139 

Bank  United/financial  services 

0 

8/8/96 

20 

247/8 

210 

Merrill  Lynch 

24 

120 

Univision  Comnumications/broadcasti  ng 

n 

9/27/96 

23 

33:/2 

188 

DLJ 

46 

145 

CapStar  Hotel/hotels 

n 

8/20/96 

18 

167/8 

167 

Lehman  Brothers 

-6 

91 

TeleSpectrup-  Worldwide/telemarketing  services 

o 

8/8/96 

15 

19  ^ 

159 

JP  Morgan  Sees 

30 

125 

Cox  Radio/radio  advertising  services 

n 

9/26/96 

isH 

22 

139 

Lehman  Brothers 

19 

119 

Snyder  Communications/marketing  services 

n 

9/24/96 

17 

19 

133 

Merrill  Lynch 

12 

111 

Guess?/designs  &  markets  apparel 

n 

8/7/96 

18 

13  Vi 

126 

Merrill  Lynch 

-26 

71 

Consolidated  Cigar  Hldgs/mfrs  &  markets  cigars 

n 

8/15/96 

23 

305/s 

124 

Goldman  Sachs 

33 

128 

Performance  update 


by  scon  DeCARLO 


The  best  new  issues1 


Offer 

Offering 

Lead 

Performance  to  date 

Company/business 

price 

($mil) 

underwriter 

absolute 

rel  to  mkt2 

Versant  Object  Technology/database  mgmt  sys 

8 

$17 

Cowen 

197% 

278 

Precision  Response/telemarketing  services 

1:4  V5 

58 

Dain  Bosworth 

166 

243 

Lamar  Advertising/outdoor  advertising 

16 

76 

Smith  Barney 

159 

245 

TeleTech  Hldgs/telecommunications  services 

14V2 

90 

Morgan  Stanley 

152 

234 

Universal  Outdoor  Hldgs/outdoor  advertising 

UV2 

90 

Alex  Brown  &  Sons 

148 

226 

The  worst  new  issues1 


A  record-setting  $15.6  billion  worth 
of  newly  issued  equity  was  flogged  in 
the  second  quarter,  but  in  the  third 
quarter  the  IPO  volume  dropped  to 
$6.5  billion,  equal  to  its  level  in  third- 
quarter  1995.  Then  the  market 
recovered  from  its  summer  slump, 
and  new  issues  began  to  sizzle  again. 
In  the  final  week  of  September,  33 
companies  went  public,  making  it  the 
busiest  single  week  so  far  this  year. 

Another  sign  of  renewed  confi- 
dence: 84%  of  all  IPOs  in  September 
were  priced  within  or  above  their  ini- 
tial filing  range. 

According  to  Linda  Killian,  a  port- 
folio manager  at  Greenwich,  Conn.'s 
Renaissance  Capital,  a  record  166 
new  issues  are  currently  in  registra- 
tion. Of  these,  60  are  technology- 
related.  Eventually  supply  will  over- 
whelm demand  for  new  technology 
stocks,  but  for  now  investors  can't 
seem  to  get  enough,  and  Wall  Street's 
printing  presses  are  working  overtime 
to  accommodate  them.  Watch  for  an 
increase  of  health  care  IPOs.  Killian 
says  two  such  issues  now  in  registra- 
tion warrant  particular  attention: 
Warsaw,  Ind.- based  Depuy,  a  maker 
of  orthopedic  devices;  and  Napervillc, 
111. -based  American  Medserve,  which 
provides  pharmacy  services  to  long- 
term  care  facilities. 

Note:  This  report  covers  initial  public  offerings  of  common  equities  with  offering  dates  of  7/1/96  to  9/30/96,  offering  prices  of  $2.50  or  more  and  offering  values  of  $5  million  or 
more.  Closed-end  funds,  limited  partnerships  and  ADRs  (American  Depositary  Receipts)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  REITs  and 
spinoffs.  'Last  quarter.  2The  ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market.  3Latest  12  months.  Source:  Securities  Data  Co. 


Offer 

Company/business  price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mkt2 

SoloPoint/telecommunications  products  5 

$7 

HJ  Meyers 

-42% 

56 

Guess?/designs  &  markets  apparel  18 

126 

Merrill  Lynch 

-26 

71 

CellNet  Data  Sys/on-line  networks  for  utilities  20 

100 

Morgan  Stanley 

-21 

79 

Geron/biopharmaceuticals  8 

16 

JP  Morgan  Sees 

-13 

81 

Steinway  Musical  Instruments/music  instruments  19 

68 

Goldman  Sachs 

-12 

83 

The  most  active  investment  bankers3 


industries  going  public3 


Underwriter 

Total 
offerings 

Total  raised 
($mil) 

Industry 

Total 
offerings 

Total  raised 
($mil) 

Goldman  Sachs 

34 

$6,337 

Manufacturing 

228 

$12,008 

Morgan  Stanley 

35 

5,224 

Services 

197 

8,807 

Merrill  Lynch 

32 

3,550 

Insurance 

12 

2,267 

Smith  Barney 

33 

3,435 

Retailing 

23  - 

2,125 

Alex  Brown  &  Sons 

46 

2,270 

Finance  companies 

12 

2,104 
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STREETWALKER 


BY  RIVA  ATLAS 


Walking  wounded 

Since  it  went  public 
in  1979  Stryk- 
er  Corp.'s  earnings 
have  grown  at  20%  a 
year.  That's  won 
fans  for  the  maker 
of  orthopedic 
implants  and  other 
medical  and  surgi- 
cal products.  At  a 
recent  30%, 
Stryker's  stock 
(stry)  trades  at 
28  times  esti- 
mated 1996 
profits. 

Short  it.  It's 
doubtful  Stryk- 
er's earnings 
growth  will  per- 
sist, says  Jeffrey 
Middleswart,  an  ana 


lyst  with  David  Tice  &  Associates. 
His  firm  analyzes  financial  state- 
ments and  writes  reports 
called  Behind  the  Numbers. 

Here's  what  Stryker's 
numbers  show.  In  the 
second  quarter,  sales 
declined  by  2%;  operating 
income  was  flat.  Yet  net 
profits  rose  by  4  cents  a 
share,  up  22%  from  1995. 
Are  Stryker's  managers  so 
brilliant?  No,  it's  just  that 
almost  half  of  Stryker's  net 
profit  in  that  quarter  came 
from  a  drop  in  its  tax  rate 
from  42%  to  38%.  That  was 
a  result  of  a  33%  decline  in 
profits  at  Matsumoto  Med- 
ical Instruments,  Inc.,  Stryk- 
er's 51%-owned  Japanese  sub- 
sidiary. Japanese  taxes  are  higher 
than  the  U.S.  corporate  rate,  so 


Stryker  was  helped  by  Matsumoto's 
lower  contribution  to  profits.  In  the 
third  quarter,  lower  tax  rates  were 
responsible  for  almost  one-quarter 
of  Stryker's  touted  19%  earnings 
increase. 

With  45%  of  Stryker's  sales 
coming  from  overseas,  the  company 
has  been  hurt  by  a  stronger  dollar, 
and  will  continue  to  be  if  the 
dollar's  rally  persists,  as  some  traders 
believe  it  will  (see  p.  380). 

Another  big  problem:  Its  domes- 
tic orthopedic  implant  business — an 
estimated  40%  of  U.S.  sales — has 
been  hit  by  a  price  war  that's  cut 
implant  prices  about  one-third  in 
the  last  three  years. 

Investors  may  begin  to  notice 
Stryker's  predicament  in  the  fourth 
quarter,  says  Middleswart.  He 
thinks  the  stock  could  lose  half  its 
value  when  investors  get  the  drift. 


Jewel  of  a  stock 

Last  Christmas  was  mis- 
"^^^  erable  for  retailers,  but  this 
year  investors  are  more  optimistic: 
Retail  stocks  are  up  an  average  15%. 
Wall  Street  may  or  may  not  be  right 
about  the  industry,  but  one  compa- 
ny is  clearly  a  bargain — jewelry  mer- 
chant Finlay  Enterprises,  Inc.,  31% 
owned  by  buyout  king  Thomas  Lee. 
At  a  recent  12%,  Finlay's  shares 
(fnly)  trade  over-the-counter 
at  9  times  latest  12 -month 
profits.  Rival  Zale  Corp.  trades 
at  16  times. 

Why  so  cheap?  With  just 
over  7  million  shares  outstand- 
ing, $680  million  (estimated 
sales)  Finlay's  float  is  too  thin 
for  big  investors.  Unlike  Zale, 
it  doesn't  operate  its  own 
stores.  Instead,  it  runs  jewel- 
ry departments  in  stores 
owned  by  Federated 
Department  Stores  and 
May  Department  Stores. 
That  makes  it  vulnerable 
to  loss  of  business  if  any  of 
its  merchant/landlords  go 
into  the  jewelry  business 
themselves. 

Unlikely,  says  Dale  ^ 
Benson,  manager  of 


the  $350  million  (assets)  Qualivest 
Small  Cos.  Value  Fund,  who's  been 
buying  Finlay.  The  department 
stores  would  save  little  this  way  and 
would  have  to  accumulate  expensive 
inventory.  Benson  bought  Finlay 
soon  after  its  April  1995  initial 
public  offering  at  $14  a  share  and 
has  kept  buying  whenever  the  stock 
dipped.  He  now  owns  a  3%  stake. 

The  firm  can  earn 
$1.75  a  share  this  fiscal 
year,  he  thinks.  If 


Christmas  sales  are  strong,  the  stock 
could  double  within  the  year. 

Billboard  mania 

You  know  you're  in  an 
overheated  stock  market 
when  something  as  mundane  as  bill- 
board companies  sell  for  outrageous 
prices.  Three  have  gone  public  this 
year;  their  stocks  have  climbed  an 
average  140%  to  date  (see  table,  p. 
372).  Our  advice:  Short  them. 

There  are  a  couple  of  reasons  for 
billboard  mania.  One  is  consolida- 
tion. Outdoor  Systems  recently  paid 
$710  million  to  buy  Gannett's  bill- 
board operations.  The  other:  rising 
margins.  A  new  technology  that 
prints  photo-quality  scenes  on  vinyl 
allows  billboard  operators  to  put 
up  ads  quickly  and  at  much  lower 
cost.  The  process  also  creates  new 
demand  from  flashy  fashion  and 
movie  companies.  This  means 
fatter  margins  and  fresh  demand 
in  an  old  industry. 

Fine,  but  stock  prices  are  way 
too  high  for  an  industry  subject  to 
zoning  laws  and  shifting  political 
sands,  and  whose  internal  growth 
rate  is  around  5%.  Universal  Out- 
door and  Outdoor  Systems  are  trad- 
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ing  at  a  composite  price  of  more 
than  14  times  trailing  cash  flow 
(composite  price  is  equity  value  plus 
debt,  minus  cash;  cash  flow  here  is 
earnings  before  interest  and  taxes, 
plus  depreciation).  Lamar  Advertis- 
ing is  priced  at  an  incredible  26 
times  trailing  cash  flow. 

Off  the  board 


Company 


Recent  Market  Market 
price    vaiue*  value/cash 
($mil)  flowt 


Lamar  Adv.  rising 
Outdoor  r;stems 
■j   wsal  Outdoor 


36 
46 

36'/ 


$1,148 
1,719 
937 


26 
14 
15 


*Equity  plus  net  debt.  tLast  12  months.  Cash  flow  is 
earnings  before  interest  and  taxes,  plus  depreciation. 
Source:  Chase  Securities. 

Billboard  multiples  at  high-tech  levels? 
Watch  out  below. 


Little  room  for  disappointment. 
Ned  Zachar,  a  junk  bond  analyst  at 
Chase  Securities,  figures  an  invest- 
ment in  Outdoor  would  return  at 
best  12%  annually  in  the  next  five 
years.  That  assumes  Outdoor  can 
boost  operating  margins  of  Gan- 
nett's  boards  from  15%  to  40%  and 
continue  to  make  acquisitions.  With 
few  sizable  targets  left,  that's  hardly 
a  certainty.  In  any  case,  why  pay  14 
times  cash  flow  or  more  for  12%  or 
lower  growth? 

-Bernard  Condon 

Boring  is  good 

Cascade  Corp.'s  (casc) 
'^^^  business  is  humdrum — it 
makes  hydraulic  lift  truck  attach- 
ments used  by  bottlers,  food  distrib- 
utors and  paper  manufacturers  to 
move  containerized  products 
around  a  warehouse.  Boring  may  be 
why  its  shares,  at  a  recent  13%,  trade 
on  Nasdaq  at  under  9  times  expect- 
ed 1997  earnings. 

Buy,  says  Daniel  Nelson,  an  ana- 
lyst at  Seattle  broker  Ragen 
MacKenzie.  The  $225  million  (esti- 
mated fiscal  1997  sales)  company 
controls  60%  of  the  North  American 
market  for  lift  truck  attachments. 

Cascade's  earnings  have  been 
sluggish  for  much  of  the  decade, 
owing  to  a  weak  U.S.  manufactur- 
ing market.  The  company  also  took 
a  65-cents-per-share  charge  last  year 


for  environmental  cleanup  costs 

i  a  spill  25  years  ago  at  its  Port- 
land, Ore.  plant.  Now,  with  a  steady 
economy,  management  is  expanding 
overseas.  Cascade  already  has  a  35% 
share  in  Europe  and  25%  of  the 
market  in  Japan  for  lift  attachments. 

Nelson  expects  earnings  to  be  flat 
for  the  fiscal  year  ending  January, 
but  to  rebound  by  10%  next  year,  to 
$1.64  per  share.  He  sees  the  stock 
at  $17  in  1997.  Including  the  36 
cent  annual  dividend,  that's  a  return 
of  31%.        -Stephen  S.  Johnson 

Colombian  connection 

Colombia's  stock 
exchange  tumbled  30% 
in  dollar  terms  in  1995  and  has 
been  flat  this  year.  One  reason:     /  jf 
calls  for  impeachment  of  Presi-  ^ 
dent  Ernesto  Samper  Pizano 
on  charges  that  he  knowingly  took 
campaign  contributions  from  drug 
cartel  leaders  in  1994. 

The  Colombian  Congress  exoner- 
ated Samper  in  June,  and  in  recent 
months  some  of  the  political  ten- 
sions have  eased.  Walter  Molano, 
Latin  American  economist  at  SBC 
Warburg  believes  the  economy  will 
soon  turn  around.  One  way 
investors  can  participate  is  through 
the  NYSE-listed  American  Depositary 
Receipts  of  Banco  Ganadero  (bga), 
Colombia's  largest  bank,  with  $3.1 
billion  in  assets. 

At  a  recent  27,  the  bank  trades  at 
11.7  times  estimated  profits  and  1.4 
times  estimated  1996  book  value; 
the  average  Latin  American  bank 
trades  at  multiples  of  12.8  and  1.7, 
respectively.  Ganadero  should  bene- 
fit from  an  expected  drop  in  Colom- 
bia's interest  rates.  Another  plus:  its 
alliance  with  Spain's  Banco  Bilbao 
Vizcaya,  which  bought  40%  of 
Ganadero  in  August.  SBC  Latin 
American  banking  analyst  Catherine 
Gex  has  a  six-month  price  target  of 
$38  for  the  bank,  a  41%  move. 

-Kerry  A.  Dolan 

The  groves  of  macadame 

Shares  of  Mauna  Loa 
Macadamia  Partners,  L.P 
(NUT),  a  company  that  harvests 
Hawaiian  macadamia  nuts,  have 
dropped  from  a  high  of  11%  in  1989 


to  a  recent  3%.  But  now  macadamia 
nut  prices  are  rebounding,  and  so 
will  the  stock,  according  to  Richard 
Dole,  analyst  at  Honolulu  broker 
Fry  8c  Co. 

Prices  peaked  for  macadamias  at 
90  cents  a  pound  nine  years  ago; 
they  plunged  to  a  low  of  68  cents  in 
1993.  They've  been  edging  up 
since.  In  the  crop  year  ending  in 
June  the  nuts  sold  for  74  cents  a 
pound.  Business  has  been  aided  by 
an  economic  recovery  in  Japan;  the 


Japanese  love  macadamias. 

Macadamia  Partners'  shares  trade 
at  one-half  their  book  value,  and  at 
around  7  times  cash  flow.  That's 
cheap,  considering  that  the  partner- 
ship has  no  debt  and  pays  no  taxes. 
It  pays  out  all  its  earnings  to  share- 
holders in  a  20-cents-a-share  annual 
dividend.  That  dividend  will  likely 
get  cut  by  at  least  35%  at  the  end  of 
1997,  when  a  tax  law  requires  many 
public  partnerships  to  convert  to 
corporations.  But  even  if  yield- 
loving  investors  sell,  pension  funds 
may  start  buying:  The  law  discour- 
ages institutional  investors  from 
buying  partnerships. 

Assuming  a  successftil  harvest  this 
fall,  Dole  thinks  Macadamia  Part- 
ners' stock  price  can  double.  But 
don't  chase  it:  With  just  7.5  million 
shares  outstanding,  trading  volume 
is  often  thin.  Since  the  stock  trades 
on  the  NYSE,  use  a  limit  order  to 
buy,  and  be  patient. 
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Health  conscious 

Sometimes  the  stock  of  an 

"^^^  acquirer  in  a  merger  or 
acquisition  is  a  good  buy.  Selling  by 
arbitragers  can  temporarily  depress 
acquirers'  shares,  obscuring  die  ben- 
efits of  the  planned  marriage. 

This  is  just  what  happened  to 
Chase  Manhattan's  shares  following 
its  merger  with  Chemical:  Its  stock 
is  up  17%  since  the  deal  closed  in 
March.  Another  example:  Health 
Systems  International  (hq),  a  man- 
aged health  care  provider,  which 
announced  in  early  October  a  $2.2 
billion  merger  with  Foundation 
Health  Corp.  (fh).  Health  Systems' 
stock  is  down  over  $2  since  then. 

Buy  it,  says  John  DeGulis,  an  ana- 
lyst with  $1.3  billion  (assets)  Sound 
Shore  Management.  At  a  recent  26%, 
Health  Systems'  shares  are  trading  at 
just  9.5  times  what  DeGulis  thinks  it 
can  earn  next  year  after  accounting 
for  cost  savings  from  the  deal. 
Health  Systems'  NYSE-listed  shares 
may  be  weak  because  of  competition 
in  California,  where  70%  of  its  mem- 
bers are  based.  Last  year  the  compa- 
ny's pretax  margins  were  5.7%, 
down  from  6.5%  in  1994. 

Following  the  merger  only  57%  of 
Health  Systems'  customers  will  be  in 
California.  And  DeGulis  says  the 
company  will  continue  to  diversify 
out  of  its  home  state.  Meanwhile, 
cost  savings  should  help  boost  earn- 
ings 29%  in  1997,  to  $2.75  a  share. 
DeGulis  predicts  the  stock  will  hit 
40  next  year,  a  52%  pop. 


Average  down 


Not  long  ago  we  liked 
"^^^   polyester  maker  Wellman, 
Inc.  (wlm).  Our  view:  Depressed 
demand  for  the  synthetic  fiber  was 
likely  to  pick  up  (Forbes,  Sept.  9). 

In  September,  Wellman  disap- 
pointed investors  by  forecasting  a 
loss  in  the  third  quarter.  The  cul- 
prits: inventory  writedowns  and  a 
strike  at  a  plant  in  Ireland.  The 
stock  fell  22%,  to  a  52-week  low  of 
16.  It  trades  on  the  NYSE. 

We  stand  by  our  pick.  The  strike 
just  ended,  and  Wellman's  trading  at 
12  times  estimated  1997  earnings. 
We  still  see  a  price  of  30  in  18 
months;  average  down. 

— Bruce  Upbin  mm 
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New  signs 
are  not 
enough. 


Ever  notice  how  many  financial  institu- 
tions introduce  new  asset  management 
services  and  call  it  private  banking? 

At  Bank  Julius  Baer  private  banking 
has  been  our  core  business  since  1890. 
We  provide  individually  structured 
portfolios  for  clients  around  the  globe. 

International  wealth  management  is 
our  strength.  Personalized  service  is 
our  commitment.  Just  call: 

New  York: 

Balz  Eggimann  (212)  297  36  00 
Palm  Beach: 

Michael  Blank  (407)  659  44  40 
Los  Angeles: 

Pius  Kampfen  (310)  286  02  01 
Montreal: 

Karel  Nemec  (514)  395  20  20 

JBcoB 


BANK  JULIUS  BAER 

The  Fine  Art  of  Swiss  Private  Banking 

Group  Presence:    Zurich    Geneva    London    New  York    Frankfurt    Lugano    Monaco  Guernsey 
Montreal   Grand  Cayman    Palm  Beach    Los  Angeles    San  Francisco    Mexico    Hong  Kong 

http://www.ju  liusbaer.com 


FREE  ISSUE 


"Strategies  &  News" 

The  Sales  &  Marketing  magazine  for  cor- 
porate management.  Call  or  mail  this  cou- 
pon for  your  FREE  sample  issue. 
Call  Peter  Klein  Toll  FREE 
800-435-2937  TODAY! 


Name 
Title 


Company. 
Address  _ 

City  

State  

Phone  (_ 


Zip. 


FREE,  approved  vendor  referral  service.  If  you 
are  working  on  a  project  in  any  of  the  following  ar- 
eas —  check  the  areas  in  which  you'd  appreciate  a 
referral  to  an  industry  leading  vendor: 

□  Sales/HR  Incentive  Programs 

□  SalesAutomation/Software 

□  Corp.  Meeting  Sites  &  Incentive  Travel 

□  Custom  Trade  Show  Exhibits 

□  Holiday/Business  Gift  Programs 

□  Other  


Mail  to:  STRATEGIES  &  NEWS 
211  W.  State  St.  •  P.O.  Box  197 
Rockford,  IL  61105 


WIN-WIN 

Solutions 

For 

Hospitals,  Courts,  Schools 
and 

GROWTH-ORIENTED 
INVESTORS 

SYSTEMS 

OF     EXCELLENCE  INC 


OTC  BB  Symbol :  SEXI 


Providing  TV  quality 
desktop  videoconferencing 
and  a  groundfloor  invest- 
ment opportunity. 


For  An  Investor  Kit  Contact: 
The  OTC  Financial  Network 
Toll  Free:  800-457-8674 
http://www.otcfn.com 


If  I  Will.  I     Vt  IllWWimUflWi 


PORTFOLIO  STRATEGY 


Small  isn't  always  best 


Kenneth  L.  Fisher  is  a 
Woodside,  Calif.-based 
money  manager. 
His  third  book  is 
100  Minds  that 
Made  the  Market. 


In  this,  the  18th  annual  small  companies 
issue,  recall  that  small  is  often  said  to  be  beau- 
tiful— that  small  stocks  do  better  in  the  long 
pull  than  big  stocks.  This  is  true — sometimes. 
I  do  not  think  this  is  one  of  those  times.  The 
outlook  for  smaller  stocks  looks  rather  ugly  to 
me  right  now. 

There  are  lots  of  lousy  but  well-accepted 
academic  studies  of  paper  portfolios  to  show 
that  small  stocks  do  best,  by  several  percent 
per  year.  Unreal.  These  studies  ignored  total 
transaction  costs — spreads,  commissions,  the 
effect  on  the  market  of  heavy  buying  and  sell- 
ing. I  should  know.  My  firm  runs  a  large 
small-cap  portfolio.  If  small  stocks  do  2%  per 
year  better  than  big  stocks  on  paper,  you  end 
up  several  percent  behind  after  all  costs.  The 
transaction  friction  is  that  bad. 

Small  stocks  aren't  worse  than  big  stocks; 
they  just  aren't  better.  If  capitalism  works,  if 
supply  and  demand  determine  prices,  and  if 
liquidity  flows  from  sector  to  sector,  it  defies 
logic  to  presume  one  broad  class  of  common 
stock  is  permanently  better  than  others.  After 
all,  we  have  a  huge  world  of  securities'  cre- 
ators whose  job  it  is  to  make  sure  they  swamp 
any  such  image  with  new  supply. 

In  the  real  world  the  market  moves  in 
cycles:  Big  stocks  lead  for  a  while,  then  small- 
er, but  neither  has  a  permanent  edge.  Some- 
times value  stocks  lead  the  market  and  some- 
times growth  stocks  do.  They  all  have 
alternating  periods  in  the  sun  and  in  the  rain. 
Since  early  1994  big  stocks  have  led  every 
year.  I  missed  the  start  of  this,  but  around  the 
beginning  of  1995  my  column  began  advocat- 
ing the  bigger  stocks.  I  now  think  big  stocks 
should  stay  in  front  through  the  end  of  the 
next  bear  market.  Small  stocks  should  not 
shine  again  until  then. 

But  the  revival  of  small  caps  is  a  long  way 
down  the  road.  First  will  be  a  bear  market  in 
which  big  value  stocks  should  drop  least  and 
small  growth  stocks  should  do  worst.  Yes,  a 
bear  market.  For  the  benefit  of  readers  under 
30  I  mention  that  there  really  are  such  things 
as  bear  markets.  July  was  a  modest  foretaste. 

No,  I  am  not  yet  bearish  on  the  U.S. 
market,  as  recent  readers  know  and  don't 
know  exactly  when  I  will  turn  so.  But  I  am 
pretty  certain  it's  too  late  to  start  buying  small 
stocks.  Unless  your  time  frame  is  short 
enough  to  aim  at  in-and-outing  the  rest  of 
this  bull  market,  it  may  be  too  late  to  buy  big 


stocks,  too.  Going  into  a  bear  market  I  would 
rather  own  stocks  that  don't  fall,  and  my  best 
sense  of  how  to  sidestep  the  next  bear  market 
is  with  big,  cheap  foreign  stocks,  which  as  I 
have  said  for  several  months  now,  should  ben- 
efit from  an  economic  pickup  in  Europe  and 
Japan  in  1997  and  1998. 

Which  foreign  stocks?  Here  are  a  few  I  like: 
Italy's  huge  Montedison  (6,  MNT)  is  a  diversi- 
fied manufacturer  of  chemicals,  agricultural 
products,  agricultural  commodities  and  energy 
products.  It  has  been  whipping  its  balance  sheet 
into  shape  by  using  cash  flow  to  pay  down  debt 
and  should  do  better  in  the  next  few  years  than 

Big  stocks  should  stay  in 
front  through  the  end  of  the 
next  bear  market. 

is  commonly  expected.  It  sells  for  20%  of  annual 
revenue,  5  times  earnings,  and  1 . 1  times  book 
value.  By  1999  this  stock  could  easily  double. 

Argentaria  (21,  agr)  and  Grupo  Santander 
(51,  STD)  are  both  major  Spanish  financial 
institutions.  Argentaria  is  Spain's  third-largest 
bank.  They  are  now  what  our  future  financial 
institutions  will  look  like — these  banks  are  also 
investment  banks,  brokers,  insurers  and 
money  managers.  Argentaria  sells  for  55%  of 
revenue,  9  times  earnings,  1.2  times  book 
value.  It  has  a  2.8%  dividend  yield.  Grupo 
Santander  is  larger  still  and  has  a  variety  of 
banking  interests  beyond  Spain.  It  sells  for 
65%  of  sales,  13  times  earnings,  1.5  times 
book  value  and  has  a  4.3%  dividend  yield.  I 
hope  for  50%  moves  in  both  stocks  by  1999. 

Alcatel  Alsthom  (17,  ALA) — $30  billion  in 
revenue — operates  in  more  than  100  coun- 
tries, but  70%  of  revenue  is  from  Europe, 
where  it  should  benefit  from  the  economic 
pickup  I  expect  there  in  the  next  few  years.  It 
makes  high-tech  telecom  gear  of  all  sorts  and 
to  a  lesser  degree  makes  a  diversified  array  of 
basic  industrial  products.  The  stock,  as  is  true 
of  all  these  stocks,  is  lower  than  it  was  five 
year  ago.  It  sells  at  40%  of  sales,  1.1  times 
book  value,  19  times  earnings  and  has  a  1.9% 
dividend  yield.  I  hope  for  30  by  1999. 

Holland-based  Aegon  (52,  AEG)  is  one  of  the 
world's  largest  insurers.  The  stock  has  done 
well  for  years,  but  is  still  at  1 5  times  earnings, 
1  times  revenue,  with  a  2.7%  dividend  yield.  If 
Europe  picks  up,  so  should  Aegon's  insurance 
business  and  its  stock.  A  75  stock  by  1999 
isn't  unlikely — that  is  18%  per  year.  WM 
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Full  Service 
Brokerage 


SmariTrade' 


•  Professional  investment  advice 

•  Discount  commissions 

•  Stocks,  bonds,  mutual  funds 

•  Tax-free  and  government  securities 

•  Money  market  funds 

•  Timely  stock  research 

•  No  annual  fee  IRAs  and  brokerage 
accounts 

Account  protection  up  to  $25  million 

•  Free  account  transfer  service 


The  SmartTrade  account  allows 
qualified  investors  to  transact  1,000 
shares  or  more  of  a  common  stock, 
valued  at  $5  or  more  per  share, 
without  being  charged  a  commission 
or  markup.  A  minimum  account 
equity  of  $500,000  in  any  com- 
bination of  cash  or  securities  is 
required.  All  common  stocks  listed  on 
NYSE,  AMEX  or  NASDAQ  qualify. 


For  more  information  call  the  OLDE  office  nearest  you  or 

1-800-USA-OLDE 

Please  reference  code  732 
http://www.OLDEdiscount.com 

Registered  representatives  may  receive  additional 
compensation  on  customer  transactions  in  securities  recom- 
mended by  OLDE  or  for  which  OLDE  provides  research. 


Let  Your 


Wheel. 


Your  heart  is  telling  you  something. 
To  unleash  your  spirit. 

-  * 

To  get  behind  the  wheel  of  an 
Eldorado  Touring  Coupe  with  the 
Northstar  System. 


steel  the  300-horsepower  V8 

weld  your  back 
to  the  leather  of  the  seat. 


To  take  control  of  the  only 
I       luxury  coupe  with  the  astonishing 
*      handling  advantages  of  StabiliTrak. 


To  explore  all  of  life's  possibilities. 


Your  heart  is  telling  you  something 


Are  you  listening? 


LDORAD 


Live  Without  Limits 
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WALL  STREET  IKREGULAR 


Why  not  the  real  thing! 


5 


Mark  Hulbert 
is  editor  of  the 
Alexandria,  Va.-based 
Hulbert  Financial 
Digest,  a  monthly 
service  that  monitors 
the  performance 
of  investment 
advisory  letters. 
hfd@delphi.com 


A  little  knowledge  can  be  dangerous.  Take 
small  cap  investing:  Millions  of  investors  have 
jumped  on  diis  bandwagon  because  they  read 
re  that  academic  research  found  that 
small-cap  investing  works.  What  these 
investors  don't  realize  is  that  most  of  the 
mutual  funds  with  "small  cap"  in  their  tides 
don't  invest  in  companies  that  would  satisfy 
the  original  academic  studies'  definition  of 
small  cap. 

The  original  studies  defined  small  cap  to 
include  any  company  whose  market  cap  would 
place  it  among  die  20%  of  companies  on  the 
NYSE  with  the  lowest  market  caps.  This  defini- 
tion was  crucial,  because  only  when  defined  in 
this  way  did  small-cap  stocks  enjoy  a  significant 
historical  advantage  over  blue-chip-dominated 
averages.  Researchers  found  tiiat  other  small 
companies  didn't  enjoy  diis  advantage.  It  wasn't 
enough  to  be  small;  you  had  to  be  very  small. 

Applying  diis  20%  rule  currendy  means  that 
only  companies  with  market  caps  less  than  $200 
million  meet  the  original  definition.  This  turns 
out  to  eliminate  most  so-called  small-company 
mutual  funds,  which  have  been  forced  to  buy 
larger-cap  stocks  to  accommodate  the  huge 
sums  of  money  they  now  are  managing. 

Of  the  132  funds  Momingstar  profiles  in  its 
"small  company"  category,  only  1 1  have  even  a 
median  market  cap  that  would  qualify  under  the 
original  definition  of  small  cap.  Thirty  of  the 
funds  in  Morninjjstar's  small-company-fund 
category  have  median  market  caps  in  excess  of 
$1  billion.  Two  of  them  have  median  market 
caps  greater  than  $2  billion.  Furdiermore,  the 
index  now  most  used  to  represent  the  small-cap 
sector  is  the  Russell  2000  index,  whose  median 
market  cap  is  almost  $400  million. 

My  advice  to  investors  who  want  to  exploit 
the  potential  of  small-cap  investing:  Ignore 
most  of  the  small-cap  funds;  consider  con- 
structing your  own  portfolio.  For  this  you  can 
get  help  from  investment  letters  specializing 
in  true  small  caps.  Letter  editors  suffer  under 
none  of  the  liquidity  restraints  that  lead  most 
of  the  rest  of  the  money  management  industry 
into  larger-cap  stocks. 

Among  the  several  small-cap  letters  fol- 
lowed by  the  Hulbert  Financial  Digest  for  at 
least  five  years,  diree  have  beaten  the  market. 
The  first  is  BI  Research,  edited  by  Tom  Bishop. 
The  average  market  cap  of  his  buy  list  current- 
ly is  just  $82  million.  Since  the  beginning  of 
1984,  when  the  hfd  began  following  it, 


bi  Research  has  produced  an  18.1%  annualized 
return,  in  contrast  to  15.2%  for  the  blue-chip- 
dominated  s&P  500. 

The  second  market-beating  small-cap  letter 
is  the  Individual  Investor  Special  Situation 
Report,  published  by  Jonathan  Steinberg.  It 
has  beaten  the  market  by  4.4%  per  year  since 
the  beginning  of  1991.  The  average  market 
cap  of  this  letter's  buy  list  is  $202  million. 
The  third  is  the  Turnaround  Letter,  edited  by 
George  Putnam.  His  aggressive  portfolio  has 
beaten  the  market  by  more  than  11%  per  year 
since  the  beginning  of  1988.  Putnam's  letter 
doesn't  strictly  qualify  as  small  cap  since  its 
average  market  cap  is  around  $400  million. 
But  its  average  market  cap  is  still  smaller  than 
the  typical  small-company  mutual  fund. 

Here  are  several  of  the  most  recent  small- 
cap  stock  picks  from  each  of  these  letters: 

BI  Research  is  currendy  recommending  LCI 
Industries  (recent  price  15,  which  provides 
direct-response  marketing  services)  and 
Mitcham  Industries  (6,  which  leases  seismic 
equipment  to  the  oil-and-gas  industry). 

Individual  Investor  Special  Situation  Report 
is  recommending  Acti Vision  (13,  which 
makes  home  computer  entertainment  soft- 
ware), National  Vision  Associates  (4,  which 

Most  mutual  funds  with 
"small  cap"  in  their  titles  don't 
satisfy  the  original  academic 
studies'  definition  of  small  cap. 

operates  retail  optical  vision  centers),  SSE  Tele- 
com (8,  which  manufactures  satellite  commu- 
nication products)  and  Syncor  International 
(11,  which  operates  high-tech  pharmacies). 

Finally,  Turnaround  Letter  is  recommend- 
ing: Compression  Labs  (6,  which  is  involved 
in  compressed  digital  video  technology),  Ea- 
gle Food  Centers  (5,  which  owns  and  operates 
a  supermarket  chain),  Graham-Field  Health 
Products  (7,  which  produces  and  markets 
health  care  products),  Phar-Mor  (6,  which 
operates  deep-discount  drugstores)  and  Texfi 
(3,  which  manufactures  a  diverse  line  of  textile 
and  apparel  products).  The  stocks  from  all 
three  letters  trade  o-t-c,  except  for  Graham- 
Field  and  Texfi. 

I'm  convinced  that  a  portfolio  well  diversi- 
fied among  these  stocks  will  do  better  over 
the  long  run  than  the  larger-cap  mutual  funds 
that  mistakenly  call  themselves  small  cap.  Wk 
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UR  CEMENT  BUILT  THE  BRIDGE. 


Dement  can  do  more  than  build  bridges.  It  can 


i  jpen  borders.  And  at  a  growing  number  ot 


building  projects,  Cemex  is  the  cement  of 


choice.  With  operations  in  23  countries  and 


trade  relations  with  60  countries,  Cemex 


combines 


the  use  of  the  latest  production  technology 


with  an  efficient,  environmentally  sound 


approach  to  meet  the  needs  of  customers 


{everywhere.  Because  we're  not  just  building 


bridges,  we're  building  a  better  world.  To 


learn  more, 


visit  our  web  site  at  nttp://www. cemex. com. 
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The  world's  cement  company 


Building  a  Better  World 


AND  A  BOUNDARY  DISAPPEARED. 


Alamillo  Bridge  in  Seville,  Spain. 


FIXED  INCOME  STRATEGY 


Sell  now,  ski  later 


BY  ANDREW  J.  KRIEGER 


1 

Andrew  J.  Krieger  is 
managing  director  of 
KB  Currency 
Advisors,  Inc.,  a  foreign 
currency  investment 
management  and 
hedging/overlay  firm 
based  in  Fort  Lee,  N.J. 
He  is  author  of 
The  Money  Bazaar. 


In  years  past  the 
Swiss  franc  has 
been  much  more 
volatile  than 
recently  against 
the  dollar.  If  past 
levels  of  volatility 
return,  today's 
dollar/franc 
options  are 
bargains. 


If  you're  PLANNING  a  ski  trip  to  Switzerland, 
my  advice  is:  wait.  Priced  in  U.S.  dollars  the 
holiday  will  probably  grow  cheaper  as  the  season 
progresses.  By  next  year  it  could  be  a  real  bar- 
gain. As  I  explained  in  other  Forbes  columns,  I 
think  the  dollar  is  in  the  formation  stages  of  a 
very  powerful  rally  (Forbes,  Dec.  4,  7995  and 
June  17).  I  am  also  more  bearish  on  the  Swiss 
franc  than  at  any  time  since  early  1988. 

Three  years  ago  the  Swiss  franc  was  trading 
above  SF  1.50  per  dollar.  Since  then  the  gap 
between  Swiss  and  U.S.  interest  rates  has 
widened  and  the  Swiss  economy  has  hit  the 
rocks,  yet  the  franc  is  higher  at  1.25  to  the 
dollar.  This  muscular  currency  is  doing  a 
world  of  bad  to  its  underlying  economy. 
Manufactured  exports  and  tourism  have  been 
hit  hard.  With  the  exception  of  Finland, 
Switzerland  has  had  the  worst-performing 
economy  in  generally  weak  Europe  for  the 
past  six  years. 

Global  investors  still  think  of  the  Swiss  franc 

Calm  before  the  storm? 
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as  a  safe -haven  currency,  which  is  why  foreign 
capital  pours  into  the  franc  with  every  rumor 
that  Boris  Yeltsin  has  died,  or  whenever  the 
Democrats  look  like  they'll  retake  Congress. 
So  the  hot  money  keeps  rolling  in  and  unem- 
ployment climbs — as  consumer  confidence 
droops  md  real  estate  values  plunge. 

An  o\  rval  led  currency  may  remain  over- 
valued fo  long  time.  But  for  several 
reasons  tii     is  running  out  on  the  overpriced 
Swiss  franc. 


First  of  all,  politicians  in  both  Washington 
and  Switzerland  would  prefer  a  stronger 
dollar.  A  higher  dollar  would  help  attract 
fresh  capital  flows  into  U.S.  dollar-denomi- 
nated stocks  and  bonds,  easing  pressure  on 
the  Federal  Reserve  to  boost  interest  rates. 
It  would  also  help  stimulate  the  Swiss 
economy. 

I  believe  the  Swiss  monetary  authorities  will 
try  to  kickstart  their  economy  by  printing  more 
francs.  The  economy  is  so  weak  that  the  Swiss 
have  little  to  fear  from  domestic  inflation. 

Another  reason  to  expect  a  higher  dol- 
lar/weaker franc:  Dollar  assets  are  clearly 
underweighed  in  many  international  portfo- 
lios. The  dollar's  relentless  depreciation  over 
the  past  decade  has  forced  massive  liquida- 
tions at  both  the  private  and  public  sector 
levels.  There  is  now  a  400  basis  point 
differential  between  U.S.  and  Swiss 
interest  rates — you  can  borrow  at  1%  in  Swiss 
francs  and  invest  it  at  5%  in  dollars.  This 
"positive  carry"  is  a  powerful  incentive  to 
buy  dollar  assets,  thus  driving  up  the  demand 
for  dollars. 

There  are  many  ways  to  play  the  falling 
franc/rising  dollar.  Here's  one  that  seems 
attractively  priced  to  me  right  now:  Buy 
slightly-out-of-the-money  dollar  call  options. 
Example:  At  current  prices  in  the  over-the- 
counter  market,  you  can  purchase  a  one -year 
option  to  buy  $10  million  versus  the  Swiss 
franc  at  a  rate  of  SF  1.30  per  dollar — only  five 
centimes  out  of  the  money.  The  price  of  this 
option  is  currently  just  1%  of  the  contract's 
face  amount,  or  $100,000. 

This  is  an  unusually  low  price.  It's  low 
because  the  dollar/franc's  high/low  trading 
band — the  two  currencies'  volatility — has 
been  compressed  during  the  past  year  to 
about  10%,  half  its  average  since  1973. 

If  the  Swiss  franc,  now  1.25  to  the  dollar, 
remains  below  1.30  for  the  coming  year,  the 
option  will  expire  worthless  and  you'll  lose 
your  $100,000  premium. 

The  upside?  For  every  centime  above  1.30, 
the  option  increases  in  value  by  about  0.77% 
(.01/1.30)  of  the  nominal  amount  of  the 
contract,  in  this  example  $10  million.  That's 
$77,000  per  centime.  If  the  franc  reaches 
1.313,  you  earn  your  premium  back.  After 
that,  every  one  centime  advance  represents  a 
77%  return  on  your  investment.  With  profits 
like  that  you  could  take  your  whole  family 
skiing  in  Gstaad  and  still  have  enough  left 
over  to  buy  a  good  car.  WM 
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MARKET  TRENDS 


Here  we  go  again 


BY  MARTIN  SOSNOFF 


Martin  Sosnoff  is  chief 
investment  officer  of 
Atalanta/Sosnoff  Capital 
in  New  York  and  author 
of  Silent  Investor, 
Silent  Loser. 


When  PepsiCo  shocked  The  Street  with  a 
$500  million  "restructuring"  writeoff,  I 
breathed  a  sigh  of  relief.  We  had  missed  that 
land  mine  and  had  redlined  another  member 
of  the  recendy  revived  Nifty  Fifty.  More  such 
"disappointments"  lie  ahead.  When  multina- 
tionals run  out  of  reserves  to  live  up  to  15% 
compound  growth  they  "reorganize." 

It's  a  romantic  fallacy  to  anoint  growth 
stocks,  Coca-Cola  and  Gillette  excepted.  Even 
Coke  just  alluded  to  some  slippage  in  gallon- 
age  growth. 

Nevertheless,  Nifty  Fiftys  are  back.  Aside 
from  Morgan  Stanley's  latest  Nifty  Fifty, 
Salomon  just  published  an  income  fund  Nifty 
Fifty.  Neither  list  makes  any  sense.  Income? 
The  great  Fannie  Mae  yields  2.3%,  and  Royal 
Dutch  3.6%.  If  you  want  to  know  what  yields 
are,  go  back  to  the  summer  of  1982,  when 
the  s&p  yielded  over  5% 

The  myth  of  the  new  Nifty  Fifty  is  you  will 
sleep  well  with  these  properties.  Not  me.  I'm  a 
tossing  insomniac  after  parsing  Morgan  Stan- 
ley's lineup.  Pepsi's  upset  won't  be  the  last. 

Growth  didn't  save  Philip  Morris  from 
taking  a  dive  on  tobacco  litigation.  There  are 
so  many  cracks  in  the  marketing,  pricing  and 
volumetric  growth  for  packaged  foods  that 
CPC  International,  Sara  Lee,  General  Mills, 
Kellogg  and  McDonald's  are  suspect,  under- 
performing  stocks  this  year. 

I  see  too  many  clinkers  in  Morgan's  list. 
amp's  earnings  continue  to  lag  and  disappoint, 
along  with  Disney's,  and  Ma  Bell  is  a  calamity 
with  the  commoditization  of  long  lines  tele- 
phony. Its  multibillion-dollar  disaster  with 
NCR  is  embarrassing.  Morgan  Stanley's  tech- 
nology calls  include  Cisco  and  Oracle,  the 
best  of  the  best,  but  you  pay  up,  30-plus  for- 
ward 12  months'  earnings.  IBM,  Intel,  Texas 
Instruments,  Xerox  and  Hewlett-Packard  are 
relatively  cheap  on  forecast  earnings,  but  The 
Street's  forecasting  record  for  these  properties 
is  dismally  spotty. 

The  financial  services  sector  is  too  skimpy — 
just  Citicorp,  BankAmerica  and  American 
Express.  The  future  for  both  Citicorp  and 
AmEx  is  tied  to  rising  credit  card  losses.  In 
Citi's  case  consumer  credit  is  over  30%  of 
earnings  power.  If  you  believe  personal  bank- 
ruptcies are  going  to  peak  soon,  both  compa- 
nies are  great  buys.  So  far  this  year,  personal 
bankruptcies  are  rising  at  a  mid-20%  clip  in  an 
expanding  economy  with  full  employment. 


The  energy  sector,  also  efficiently  priced, 
embraces  Mobil,  Exxon,  Atlantic  Richfield, 
Enron  and,  partially,  DuPont.  You  can  own 
these  stocks  in  any  s&P  Index  fund.  In  fact, 
the  new  Nifty  Fifty  is  mostly  a  bland  list  of 
ethical  drug  houses,  nondurables  plays  and 
mediocre  packaged  food  brands. 

For  those  of  you  under  35,  Morgan  Guar- 
anty Trust  was  in  the  late  Sixties  and  early 
Seventies  the  institutional  equivalent  of  the 
Green  Bay  Packers.  It  was  built  on  the  Nifty 
Fifty  one-decision  growth  stocks.  (It  didn't 
matter  what  you  paid  for  them,  the  growth 
would  bail  you  out.) 

It  was  a  fatal  doctrine.  Investors,  particular- 
ly institutions,  suffered  back-to-back  losses  of 
20%  to  25%  per  annum  during  1973-74.  By 
1975  the  house  of  Morgan  had  scrapped  its 
growth  construct  for  a  diversified  portfolio 
embracing  industrials  like  GM  and  U.S.  Steel. 
Its  portfolio  looked  more  like  Vanguard's 
value  funds.  The  hubris  was  a  fond  memory. 

The  new  Nifty  Fiftys  stir  that  memory. 
Morgan's  concentrated  holdings  at  year-end 
1972  included  many  of  the  names  on  Morgan 
Stanley's  new  Nifty  Fifty  list:  AMP,  American 
Express,  American  Home  Products,  Coca- 
Cola,  Disney,  Eastman  Kodak,  Exxon,  Citicorp 
(then  First  National  City),  IBM,  Johnson  & 
Johnson,  McDonald's,  Merck,  Mobil,  Philip 
Morris,  Procter  &  Gamble,  Schering-Plough 
and  Xerox.  Names  like  Microsoft,  Cisco  and 
Oracle  had  not  as  yet  seen  the  light  of  day. 

So  what  has  changed?  Nothing  much, 
except  the  old  Nifty  Fifty  sold  at  42  times 

Morgan's  concentrated  holdings 
at  year-end  1972  included 
many  of  the  names 
on  Morgan  Stanley's  new 
Nifty  Fifty  list. 


earnings  and  the  new  package  is  discounted 
by  50%  but  is  still  pricey.  In  the  real  world 
there  ain't  much  more  than  a  nifty  half-dozen. 
Coca-Cola,  Microsoft,  Intel,  Gillette,  Oracle, 
Cisco  and,  maybe,  Pfizer  or  Johnson  &  John- 
son qualify.  Even  these  do  not  make  a  portfo- 
lio, just  some  handsome  horses  in  the  pad- 
dock that  are  worth  riding. 

I  thought  the  deep  recession  of  1973-74 
had  buried  this  illusion.  I  was  wrong.  Illusions 
die  hard.  Hi 
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STOCK  TRENDS 


The  market 
defies  the  pros 


BY  LASZLO  BIRIH Yl  JR. 
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Birinyi  Associates,  a 
Greenwich,  Conn.- 
based  financial 
consulting  firm. 


The  CIGAR,  someone  recently  wrote,  is  the 
symbol  of  the  current  stock  market:  fat  cats 
puffing  on  cigars  while  driving  expensive  cars 
paid  for  with  market  profits.  A  better  symbol 
(if  one  is  needed)  might  be  a  Gap  shirt  or 
L.L.  Bean  boots,  for  it  has  been  the  public's 
buying  that  has  been  the  critical  ingredient. 

Take,  for  example,  the  period  from  July  23 
to  Sept.  12,  when  the  market  gained  8%.  Fully 
65%  of  the  buying  was  nonblock  (in  contrast 
to  the  halcyon  days  of  1995,  when  over  half 
of  the  buying  was  block  trades).  Institutions 
participated,  but  their  enthusiasm  was  muted. 
The  public  was  bullish.  Institutions  weren't. 
Maybe  the  pros  should  ask  the  public  for 
advice,  instead  of  the  other  way  around. 

On  Sept.  13,  when  we  had  good  news  on 
inflation  (slowing)  and  the  economy  (also 
slowing),  institutions  had  no  choice  but  to 
follow  the  public,  and  they  bought  with  a 
vengeance.  My  data  (which  include  every 
single  trade  and  not  just  some  sample  or 
aggregate)  show  that  block  buying  on  that 
one  day  alone  was  equal  to  the  previous  six 
weeks.  The  pros  were  belatedly  catching  up 
with  the  public. 

But  there  is  a  down  side  to  this  institutional 
buying.  These  managers  aren't  buying 
because  they  want  to.  They  are  doing  so  to 
participate  and  show  respectable  results.  In 
other  words,  because  they  have  to.  My  con- 
cern is  that  they  could  then  sell  just  as  easily 
as  they  bought. 

What  is  particularly  interesting  about  the 
data  is  that  many  institutional  investors  to 
whom  I  spoke  didn't  believe  it.  They  didn't 
believe  that  the  public  had  been  right  and  the 

Maybe  the  pros  should  ask 
the  public  for  advice,  instead 
of  the  other  way  around. 


pros  wrong.  Never  mind  that  I  was  sharing 
numbers,  not  opinion,  and  that  my  numbers 
were  real  and  supportable.  Many  managers 
responsible  for  millions,  if  not  billions,  simply 
refused  to  accept  information  that  didn't  fit 
their  view  of  the  world. 

In  this  bull  market  there  have  been  six  5% 
declines.  There  have  been  none  of  as  much  as 


10%.  Individuals  have  bought  on  six  dips  and 
been  right  six  times.  That  is  batting  a  thou- 
sand, which — in  my  experience — wins  batting 
titles  and  investment  derbies  every  time. 

I  now  think  this  public  buying  will  contin- 
ue. I  confess  I  have  been  too  conservative 
about  the  market.  Individuals  are  not  yet  bet- 
ting the  farm.  While  $148  billion  has  gone 
into  stock  funds  this  year,  another  $84  billion 
has  found  its  way  into  money  market  funds. 
The  public  is  still  very  liquid.  The  flows  into 
( and  especially  out  of)  money  markets  are  of 
greater  interest  to  me  than  the  flows  into  or 
out  of  stock  funds. 

Second,  mutual  funds  have  built  up  cash.  I 
look  at  cash  relative  to  dollar  trading  volume 
because  it  tells  me  how  long  it  would  take  that 
cash  to  dissipate.  Currently,  mutual  funds 
would  have  to  buy  every  share  that  traded  for 
a  nine-day  period  to  be  fully  invested.  That  is 
the  second-highest  reading  of  the  last  16  years. 

This  means  higher  stock  prices  and  proba- 
bly more  sudden  surges  as  institutions  pile  in. 
It  also  suggests  a  bias  toward  large  stocks,  as  it 
is  always  easier  to  put  $100  million  into  $75 
stocks  than  into  $7  ones. 

I  would  continue  to  be  a  bit  conservative 
and  stick  with  some  of  the  names  I  have 
detailed  for  months.  Stocks  such  as  Aetna 
(66),  Bankers  Trust  (84)  and  Wells  Fargo 
(251 ).  And  don't  shy  away  from  buying  the 
stocks  I  noted  last  month:  Dean  Witter  Dis- 
cover (59),  Federal  Express  (81)  and  Texas 
Instruments  (55). 

To  that  list  I  will  add  Apple  Computer  (25), 
where  I  see  large  amounts  of  buying.  The 
company  has  announced  a  turn  in  its  fortunes, 
and  pretty  soon  an  analyst  or  two  will  upgrade 
the  stock.  When  that  happens,  the  low  20s, 
where  Apple  has  languished  for  months,  will 
be  history.  And — if  you  are  inclined  to  a  bit 
more  risk — think  about  gold  shares.  Echo  Bay 
Mines  (9)  and  Barrick  Gold  (26)  are  two 
names  that,  for  reasons  not  clear  to  me,  are 
witnessing  some  interest. 

Despite  the  prevailing  optimism,  I  cannot 
help  but  remain  somewhat  cautious.  The  time 
to  buy  is  when  no  one  wants  to  (November 
1994),  not  when  everyone  wants  to.  Remem- 
ber that  the  market  has  gone  2,183  days  with- 
out a  1 0%  correction — the  longest  in  history. 
And  it  has  gained  over  150%,  also  a  record. 
No  one  has  yet  repealed  the  law  of  gravity. 
The  bull  market  can't  last  forever.  wm 
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If  you  have  any  interest  in  investing,  even  if  you  already  own  FORBES  Stock  Market 
Course,  you  will  want  to  own  this  new  thoroughly  updated  edition.  Find  out  about  the 
goals  of  today's  smart  investors  and  how  they  go  about  attaining  them. 

To  begin,  the  Course  deals  with  risk  as  a  prime  concern.  It  describes  the  level  of  risk  attached  to  various  investments  and  guides  you 
towards  your  own  "comfort  level"  of  risk  and  reward.  The  sample  portfolios  for  a  retirement  fund  or  to  fund  a  child's  education  show 
these  risk/ reward  factors  at  work. 

Then  there  is  the  issue  of  how  much  time  you  want  to  spend  on  your  investments.  The  Course  offers  a  choice.  The  active  investor 
attempts  to  beat  the  market  in  a  program  of  buying  low  and  selling  high.  Clearly,  this  requires  closer  attention  than  passive  investing 
where  stocks  are  bought  and  held  to  allow  dividends  and  appreciation  to  produce  a  return.  The  Course  will  give  you  an  understanding 
of  the  forces  that  drive  the  market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the  factors  affecting  the  prices  of 
individual  stocks.  It's  not  complicated  and  it  certainly  puts  you  in  better  control  of  your  investment  decisions. 

You  can  even  find  out  how  to  make  money  in  a  down  market.  The  Course  devotes  an  entire  section  to  bear  market  investing. 

You  can  enjoy  the  Course  as  a  straight  "read  through"  or  refer  to  individual  sections  as  you  need  them.  It  comes  in  a  handsome  sturdy 
binder  with  tabbed  pages  marking  each  of  its  16  sections.  The  text  is  generously  spaced  with  a  blank  page  facing  each  page  of  text  for 
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Genghis  Khan 
slept  here 

It's  not  for  you  if  you  insist  on  traveling  in  comfort, 
but  you  can  now  take  fascinating  guided  tours 
along  Asia's  fabled  Silk  Road 


By  Andrew  Tanzer 

It's  almost  a  tv  cliche,  the  Sunday 
market  in  Kashgar,  in  far  western 
China.  Bearded  Uighurs  (pro- 
nounced wee-gers),  local  Muslims  of 
Turkic  stock,  shout  "Posh!  Posh!" — 
"Get  out  of  the  way!" — as  they  drive 
their  donkey  carts  or  herds  of  sheep 
and  goats  through  the  great  bazaar, 
the  largest  in  Central  Asia.  It's  all 
there:  The  aroma  of  mutton  kabobs 
wafts  through  the  outdoor  market 
mobbed  by  100,000  Uighur  buyers 
and  sellers,  most  of  the  men  wearing 
embroidered  skullcaps  and  many  of 


Rome 


the  women  covered  with  veils.  As 
they  have  every  Sunday  for  over 
1,000  years,  shoppers  haggle  over  the 
price  of  spices,  daggers,  fur  hats,  silk 
cloth,  brass  dowry  chests,  carpets, 
donkeys  and  sheep. 

Cliche  or  not,  it's  quite  a  scene. 
Kashgar  lies  some  2,000  miles  west  of 
Beijing  (see  map,  below),  but  I  hardly 
knew  I  was  in  China,  or  even  the 
20th  century.  From  the  tombs, 
minarets  and  giant  15th-century 
Aidkah  Mosque  to  the  food,  music, 
bazaars  and  ornate  Uighur  architec- 
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Nearby,  the  Flaming  Mountains. 


ture,  this  town  of  300,000  moves  to 
a  Muslim  rhythm  from  a  very  distant 
time.  The  locals  even  ignore  the  rules 
issued  from  Beijing  by  setting  their 
clocks  two  hours  behind  the  capital's. 
Only  the  lonely  statue  of  Mao  on  a 
main  street  in  the  downtown  speaks 
of  China  and  communism. 

Kashgar  was  an  important  oasis 
stop  on  the  old  Silk  Road.  The  ardu- 
ous ancient  trade  route  across  the 
vast  expanse  of  western  China  has 
come  to  life  again.  But  this  time  for 
tourists  from  Japan,  Germany,  France 
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and  the  U.S.  They  come  in  escorted 
groups — by  plane,  train  and  bus 
instead  of  camels.  But  they  hardly 
travel  in  style.  Taking  in  the  sights  in 
this  isolated  corner  of  the  world 
demands  some  stamina  and  tolerance 
for  discomfort.  Roads  are  bumpy; 
government-run  hotels  are  spartan 
and  the  service  is  indifferent;  flights 
on  old,  Russian-built  airplanes  are 
frightening.  Public  toilets — which 
unfortunately  are  unavoidable — are 
disgusting.  Hygiene  is  suspect  in  all 
of  western  China,  which  is  one 
reason  tour  operators  book  their 
charges  into  hotel  restaurants — pre- 
sumably they  are  cleaner.  A  touch  of 
diarrhea,  at  least,  is  probably 
unavoidable.  Don't  expect  to  find 
much  Western  cuisine  anywhere 
along  the  route,  and  don't  drink  the 
water  (there's  always  Coca-Cola  and 
mineral  water,  and  the  local  beers  and 
wines  are — just — drinkable). 

If  you've  a  taste  for  spicy  food, 
however,  you  won't  be  disappointed. 


The  farther  west  you  go,  the  more 
Muslim  the  food  gets — spicy  lamb 
and  mutton,  beef,  some  chicken  and 
flat  breads.  Also  local  noodle  dishes 
and  rice — in  some  places.  The  oasis 
towns  produce  fresh  fruits  and  veg- 
etables, and  if  Hami  is  on  your  itiner- 
ary, don't  miss  the  local  melons,  the 
best  in  China.  Bring  instant  coffee,  as 
I  did,  if  you  need  a  jolt  of  caffeine 
every  morning. 

Hotels  range  from  international 
chains  with  good  restaurants  and 
modern  conveniences  in  big  cities 
(Xian's  Shangri-La  Golden  Flower 
and  the  Urumqi  Holiday  Inn),  to 
government-run  hostels  that  smell  of 
the  old  socialist  days.  The  Hami 
Hotel,  for  example,  has  dark  corri- 
dors and  rooms  with  badly  stained 
wallpaper,  dirty  carpets,  leaky  faucets 
and  missing  ceiling  panels — but  it 
does  equip  each  room  with  a  fly  swat- 
ter. Sending  a  fax  was  out  of  the 
question;  international  phone  service 
barely  exists. 


Buddhist  grotto  near  Dunhuang 
Buddhism  spread  along  the  Siik  Road. 
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We  don't  advise  unescorted  travel. 
Logistics,  language  barriers,  lack  of 
services  and  penalties  for  error  are  so 
great  that  organized  tours  are  the 
only  sensible  way  to  travel  the 
Silk  Road. 

If  you  are  still  reading,  let  me  add 
that  this  is  one  worthwhile  trip.  Espe- 
cially if  you  want  a  feel  of  what  life 
was  like  centuries  ago. 

A  bit  of  history:  The  term  Silk 
Road  is  a  bit  misleading  for  the  trade 
routes  employed  from  the  2nd  cen- 
tury B.C.  into  the  15th  century  a.d. 
There  was  no  single  highway  traveled 
by  the  camel  caravans,  but  rather  a 
network  of  overland  routes  that 
crossed  deserts,  steppes  and  snow- 
capped mountains  to  link  East  and 
West,  stretching  from  Changan  (now 
Xian)  to  the  eastern  Mediterranean. 
Nor  was  silk  the  only  commodity. 
Ancient  China  also  exported  lacquer- 
ware  and  porcelain  and  imported 
warhorses  from  Central  Asia.  Pome- 
granates, dates,  nuts  and  grapes  were 
introduced  to  China  from  Persia  and 
western  Asia;  cotton  and  pepper 
came  from  India. 

There  was  technology  transfer: 
China  imported  glassmaking  know- 
how  and  sent  abroad  paper  manufac- 
turing and  movable-type  printing 
techniques. 

Genghis  Khan  took  the  Silk  Road 
west  when  he  conquered  nearly  all  of 
Eurasia  in  the  early  13th  century; 


Marco  Polo  followed  it  east  when  he 
trekked  to  China  in  the  1270s. 

The  route  was  extensively  traveled 
until  the  late  15th  century.  By  then  sea 
routes  had  won  most  of  the  lucrative 
trade.  Ships  sailing  from  Guangzhou 
(Canton)  and  other  southern  coastal 
cities  to  ports  in  the  Middle  East  and 
the  West  were  safer  and  faster. 

Beginning  late  in  the  last  century 
European  archeologists  and  treasure- 
seekers  retraced  the  old  trade  routes 
in  western  China.  They  uncovered 
cities  and  civilizations  buried  in  the 
sand — and  carted  off  quantities  of  art- 
work and  antiquities  to  museums  in 
the  West  and  India.  The  great  British- 
Hungarian  archeologist  and  explorer 
Sir  Aurel  Stein  is  reviled  in  China  for 
taking  away  so  many  treasures,  but 
museums  in  London  and  New  Delhi 
are  the  richer  for  his  collecting. 

Now  the  great  Silk  Route  has 
become  a  tourist  track.  Most  Silk 
Road  journeys  today,  by  air  or  rail, 
start  at  Xian,  which  was  the  capital  of 
China  and  the  Silk  Route's  eastern 
terminus  during  two  of  the  country's 
greatest  dynasties,  the  Han  (206  B.C.- 
A.D.  220)  and  Tang  (618-907).  It 
was  once  the  largest  city  in  the  world, 
with  a  population  of  nearly  2  million. 
You  fly  to  Xian  from  Beijing  or  Hong 
Kong  to  start  your  tour. 

While  you're  there,  you  can  ogle 
the  terra  cotta  army  of  Qin  Shi 
Huangdi,  China's  first  emperor.  One 


of  the  great  archeological  finds  of  this 
century,  these  larger-than-life, 
detailed  sculptures  of  warriors  and 
horses  stand  in  battle  formation 
guarding  the  tomb  of  the  ruthless 
dictator  who  unified  the  country 
before  dying  in  210  B.C.  More  than 
6,000  clay  officers,  archers  and  caval- 
ry have  been  excavated  since  the 
1970s,  and  more  are  being  found. 

Unless  you're  on  a  special  train 
tour  (see  box,  p.  390),  you'll  fly  to  the 
first  major  stop  on  the  trip  west,  the 
desert  oasis  town  of  Dunhuang.  (You 
fly  between  major  cities  and  endure 
minibuses  or  trains  for  shorter  trips 
and  side  excursions.)  Located  900 
miles  to  the  northwest  of  Xian,  Dun- 
huang is  where  the  northern  and 
southern  Silk  Roads  converged  and 
for  centuries  was  the  last  outpost  of 
Chinese  civilization.  Outside  the 
town  you  can  still  see  watchtowers 
and  bits  of  the  westernmost  edge  of 
an  ancient  version  of  the  Great  Wall, 
built  during  the  Han  dynasty  to  keep 
out  marauding  barbarians. 

A  couple  of  miles  south  of  the  oasis 
settlement  you  can  get  a  feel  for  the 
desert  the  caravans  faced  by  climbing 
the  800-foot-high  Mingsha  Sand 
Dunes  and  taking  a  ride  on  a  double - 
humped  Bactrian  camel. 

Sixteen  miles  southeast  of  Dun- 
huang are  the  Mogao  Caves,  which 
contain  one  of  the  greatest  collections 
of  religious  art  in  the  world  and  are  a 
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highlight  of  any  Silk  Road  trip.  For 
over  1 ,000  years,  merchants  and  pil- 
grims who  were  embarking  on  the 
dangerous  desert  journey  would 
come  to  pray  at  this  mile-long  hon 
eycomb  of  Buddhist  grottoes,  hewn 
into  steep  cliffs  and  supported  by 
wealthy  locals.  Stunning  frescoes — 
there  are  50,000  square  feet  of  beau- 
tiful wall  paintings — recount  Bud- 
dhist legends  and  incorporate  Indian, 
Greek  and  Persian  influences  that 
came  along  the  Silk  Road. 

The  farther  west  you  go,  through 
desert  oasis  settlements  such  as 
Turfan,  the  hottest  spot  in  China, 
Muslim  influence  grows  (both  Bud- 
dhism and  Islam  entered  China  along 
the  Silk  Road).  Though  surrounded 
by  desert,  Turfan  is  fertile  with 
cotton  and  fruit,  owing  its  lushness  to 
the  karez,  an  ingenious  subterranean 
system  of  irrigation  canals  2,000  years 
old.  On  the  drive  to  the  Bezeklik 
Caves  outside  of  Turfan  you'll  pass 
the  famed  60-mile-long  Flaming 
Mountains,  so  named  because  the 
angry  red  sandstone  hills  appear  to  be 
on  fire  in  the  fierce  afternoon  sun. 
Bezeklik,  another  of  the  many  Bud- 
dhist grottoes  hewn  out  of  cliffs 
along  the  Silk  Road,  is  dramatically 
situated  above  a  gorge. 

After  Turfan  you'll  likely  stop  in 
Urumqi.  This  is  the  most  landlocked 


Heavenly  Lake,  near  Urumqi 
Over  a  mile  high,  anyway. 


major  city  in  the  world,  and  capital  of 
China's  Alaska-size  Xinjiang  province. 
This  characterless  modern  city  has 
few  attractions,  but  after  spending 
nights  in  dimly  lit,  poorly  run  guest 
houses  in  oasis  towns,  you  are  bound 
to  appreciate  the  comfort  of  the  local 
Holiday  Inn. 

Urumqi  is  a  good  jumping-off 
point  to  see  some  of  the  province's 
dozen  minority  groups  (Xinjiang  has 
been  firmly  under  Chinese  control 
only  since  the  Communist  revolution 
in  1949).  As  you  drive  to  Heavenly 
Lake,  a  cerulean  body  of  water  nearly 
7,000  feet  above  sea  level  a  couple  of 
hours  north  of  the  city,  you'll  pass 


through  communities  of  nomadic 
Kazakhs,  still  living  in  tentlike  yurts 
amidst  their  sheep  and  cattle  as  they 
have  for  centuries. 

By  the  time  you  arrive  in  Kashgar, 
a  2,000-year-old  oasis  crossroads  at 
the  foot  of  the  towering  Pamir 
Mountains,  you'll  have  a  good  feel 
for  the  ancient  trade  paths.  With  its 
poplar-shaded  roads,  swift-flowing 
irrigation  ditches  and  old  town  of 
mud  houses,  bakeries,  blacksmiths 
and  cobblers,  Kashgar  gives  you  the 
feeling  that  not  much  has  changed 
here  over  the  centuries.  Nor  is  it 
likely  to. 

Back  in  "civilization"  after  all  this, 
I  recall  the  grottoes — where  for  over 
1 ,000  years  the  caravaners  prayed — 
the  bleak  desert,  the  nomads,  the  fer- 
tile oasis  towns,  the  ancient  bazaars, 
the  lost  cities  and  forgotten  cultures. 
It  was  worth  it  all — the  jolts,  the 
dust,  the  lousy  hotels  and  even  those 
scary  plane  rides. 

Whether  you  contemplate  a  visit  or 
simply  want  to  know  more  about  the 
ancient  trade  route,  I  especially  rec- 
ommend two  books:  Peter  Hopkirk's 
Foreign  Devils  on  the  Silk  Road 
(Oxford  University  Press);  and  The 
Silk  Road:  Retracing  the  Ancient 
Trade  Route,  by  Judy  Bonavia  (Pass- 
port Books),  a  good  general  tour 
guide  on  the  region.  WM 


How  to 
get  there 


There  is  a  score  of  Silk 
Road  tours  for  Americans 
to  choose  from.  Most 
gather  in  Beijing  or  Hong 
Kong,  move  on  to  Xian 
and  then  puddle-jump  by 
plane  west  across  the  Silk 
Road  to  Kashgar.  Many 
trips  then  continue  on 
into  Pakistan  by  minibus 
or  jeep,  through  spectacu- 
lar mountain  scenery. 
Trips  last  from  16  to  30 
days  (including  a  day  or 
two  to  get  to  China  and  a 
day  to  return).  Cost: 
$6,000  to  $11,000, 


including  hotels,  guides, 
meals  and  transportation. 
In  some  cases  you  can 
leave  the  group  after  the 
China  portion.  Many  tour 
operators  will  customize 
tours  for  private  groups. 
tcs  Expeditions  in  Seattle 
organizes  22 -day  trips 
from  Beijing  to  Moscow 
by  private  train,  following 
the  Silk  Road  to  the 
former  Soviet  republic  of 
Uzbekistan  ($12,000  and 
up).  Most  trips  are  in  the 
spring  and  fall:  April 
through  June,  and  Sep- 
tember through  October. 
Since  most  tours  are  limit- 
ed to  20  people  or  fewer, 
reserve  at  least  six  months 
in  advance. 


Here's  a  list  of  outfits 
offering  tours: 

Abercrombie  &  Kent 
International,  Oak  Brook, 
111.,  630-954-2944  or 
800-323-7308. 

American  Museum  of 
Natural  History  Discovery 
Tours,  New  York,  N.Y., 

212-  769-5700  or  800- 
462-8687;  www.amnh. 
org.  Tour  by  private  train, 
operated  by  tcs  Expedi- 
tions (see  below). 

Asian  Pacific  Adven- 
tures, Los  Angeles,  Calif, 

213-  935-3156  or  800- 
825-1680. 

Bryan  World  Tours, 
Topeka,  Kans.,  913-272- 
7511  or  800-255-3507. 

Geographic  Expedi- 


tions, San  Francisco, 
Calif,  415-922-0448  or 
800-777-8183. 

Mountain  Travel-Sobek, 
El  Cerrito,  Calif,  510- 
527-8100  or  800-227- 
2384;  www.mtsobek.com. 

Smithsonian  Study 
Tours,  Washington,  D.C., 
202-357-4700;  www.si. 
edu/tsa/sst. 

tcs  Expeditions,  Seat- 
tle, Wash.,  206-727-7300 
or  800-727-7477.  Tours 
by  private  train. 

Travcoa,  Newport 
Beach,  Calif,  714-476- 
2800  or  800-992-2003. 

Wilderness  Travel, 
Berkeley,  Calif,  510-548- 
0420  or  800-368-2794. 

-Alexandra  Alger  wm 
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A  tale  of 


two  movies 


BY  SUSAN  LEE 


Hollywood  has  discovered,  or  rediscov- 
ered, Jane  Austen.  They  are  splendid  movies, 
all  right,  but,  alas,  the  success  of  Emma, 
Persuasion  and  Sense  and  Sensibility  has 
generated  a  lot  of  Austen-tatious  bloviating — 
nostalgic  blather  about  a  time  when  society 
was  civil  and  language  was  refined  to  a  fare- 
thee-well. 

Society  was  so  polite  back  then  that  the 
grossly  obnoxious  were  lightly  termed  scolds, 


Susan  Lee  is  a  senior  gossips  or  vain,  and  gently  tolerated.  Nobody 
editor  at  Forbes.  told  chatterboxes  to  button  their  lips. 

Indeed,  when  Emma  mocks  Miss  Bates' 
ceaseless  flow  of  twaddle,  Mr.  Knightly  goes 
ballistic — Emma's  mild  rudeness  was  today's 
equivalent  of  Roberto  Alomar  spitting  in  the 
umpire's  face. 

Needless  to  say,  this  line  of  commentary 
finds  our  society  distinctly  uncivil  in  compari- 
son. The  way  we  live  now  is  denounced  as 
vulgar,  our  language  seen  as  degraded  and 
our  daily  social  intercourse  informed  by  bru- 
tality and  shamelessness. 

Gimme  a  break.  I  don't  mind  a  little  hyper- 
ventilating, but  need  we  read  universal  moral 
lessons  into  it?  The  bloviators  are  confusing 
politesse  and  refined  language  with  merit  and 
virtue. 

Think  of  all  the  hypocrisy  those  good  man- 
ners concealed.  Drawing  rooms  saw  a  great 
deal  of  bowing  and  scraping  in  public  that 
was  then  disavowed  in  private — whispered 
behind  fans  and  hankies.  Etiquette  was  often 
an  act  of  disingenuousness.  Back-stabbing 
and  betrayal  were  as  common  as  they  are 
today  for  all  that  courtesy. 

Think  of  all  those  folks  who  married  as  a 
calculation  only  to  be  trapped  in  horrible 
marriages,  subjecting  their  children  to  a  state 
of  warfare.  Divorce  has  its  bad  side,  but  is  it 
as  bad  as  being  condemned  to  live  in  a  rotten 
marriage? 

Think  of  the  pervasive  snobbery  in  Austen- 
land.  This  was,  after  all,  a  society  where  it  was 
not  considered  bad  manners  to  snub  a  Jew 
while  toadying  (yes,  shamelessly)  to  one's 
social  betters.  Not  to  get  political  about  it, 
but  bad  behavior  was  ignored  when  it  came 
from  people  born  into  the  upper  classes. 

And  when  you  get  right  down  to  it,  the 
quiet  acceptance  required  of  Austen's  hero- 
ines is  rather  repellent.  Why  shouldn't  Anne 


Elliott  tell  Captain  Wentworth  she's  made  a 
terrible  mistake  and  she  still  loves  him? 

Want  a  more  useful  and  contemporary 
commentary  on  manners  from  Hollywood? 
Instead  of  heroines  like  Elizabeth  Bennet, 
Elinor  Dashwood,  Anne  Elliott  and  Emma 
Woodhouse,  take  a  look  at  the  characters 
played  by  Goldie  Hawn,  Diane  Keaton  and 
Bette  Midler  in  The  First  Wives  Club. 

These  three  are  all  that  Austen  leading 
ladies  are  not.  There  is  nothing  genteel  about 
their  behavior  when  their  husbands  leave 
them  for  younger  women.  They  have  been 
kicked  in  the  knickers  and  they  kick  back. 

There  is  absolutely  nothing  civil  in  their 
blackmail  scheme,  which  brings  these  jerks  to 
their  knees.  Admirers  of  refined  manners 
won't  approve,  and  you  don't  have  to  be  a 
feminist  to  take  pleasure  in  their  revenge. 
These  guys  are  miserable  bastards.  (Excuse 
me,  dastardly  cads.) 

So  what  if  the  women  play  dirty  tricks  on 
their  exes?  I  call  it  crime  and  punishment. 
The  crime  is  abandoning  a  woman  who  sup- 
ported you  when  you  were  struggling.  If  the 
guy  wants  a  zippier,  classier  model,  let  him 
pay  for  it — and  not  just  in  dollars. 

Why  shouldn't 
Anne  Elliott  tell 
Captain  Wentworth 
she's  made  a 
terrible  mistake.9 

By  contrast,  what  did  Austen's  Elinor 
Dashwood  do  when  she  discovered  that 
Edward  Ferrars,  who  had  been  making  eyes  at 
her,  was  secretly  engaged  to  Lucy  Steele?  Did 
she  stamp  a  dainty  foot?  No.  She  resigned 
herself,  with  dignity,  to  a  loveless  future. 
That's  good? 

At  least  the  outrageous  havoc  wrought  by 
Goldie,  Diane  and  Bette  contains  not  one 
shred  of  hypocrisy;  the  lines  are  clearly  drawn 
and  the  battle  is  openly  joined. 

It's  not  necessary  to  indulge  in  a  heavy 
analysis  of  the  values  of  an  aristocratic  world 
versus  a  bourgeois  one,  or  a  formal  culture 
versus  a  fluid  one,  to  conclude  letting  scum- 
bags get  away  with  being  scumbags  is  not 
necessarily  the  mark  of  a  superior  society.  WM 
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A  $1  million 
Ho  tins? 

Honus  Wagner  was  a  pretty  good  ballplayer. 
What  makes  his  baseball  card  so  valuable?  Hype. 


By  Doris  Atiiineos 

As  collectibles  eor  investment, 
baseball  cards  and  memorabilia  have 
never  made  sense.  You  buy  inflated 
goods  from  fly-by-night  dealers,  then 
hope  that  some  other  fool  will  come 
along  and  pay  you  even  more.  Mean- 
time, you've  got  an  old  baseball  card 
or  bat  to  look  at.  We're  not  talking 
Matisse  here,  but  we  are  talking 
Matisse  prices. 

Right  now  the  greater- 
fool  theory  is  being  put  to 
its  greatest  test.  In  Sep- 
tember Michael  Gidwitz, 
a  46-year-old  from  Chica- 
go, bought  a  1910  Honus 
Wagner  baseball  card  at 
auction  for  $640,500— a 
record.  "I  own  the  most 
valuable  baseball  card  in 
the  world,"  preened  the 
private  investor,  who  dis- 
played his  pride  of  owner- 
ship by  promptly  putting 
the  card  back  on  the 
market  for  $1  million  the 
same  day  that  he  bought 
it.  (Or  he'll  rent  it  to  you 
for  $100,000  a  year.) 
"Everyone  wants  it," 
insists  Gidwitz. 

We  wish  Gidwitz  lots 
of  luck.  For  he  may  be 
the  ultimate  victim  of  the 
Honus  Wagner  myth. 

Who  was  Honus  Wagner,  anyway? 
And  what  makes  his  card  so  valuable? 
Wagner  was  a  darned  good  shortstop 
with  the  Pittsburgh  Pirates,  who  hit 
101  home  runs  from  1897  to  1917. 
But  even  in  that  dead-ball  era,  eight 
other  ballplayers  outslugged  him. 
Contemporary  Ty  Cobb  of  the 
Detroit  Tigers  had  a  higher  batting 
average  (.367  versus  .327)  and  more 
hits  (4,189  versus  3,415).  Then  in 
1914  a  young  rookie  came  along 


who  would  forever  change  the  game, 
name  of  George  Herman  Ruth. 

If  not  Wagner's  record,  is  it  the 
rarity  of  the  card  that  makes  it  so 
valuable?  Not  really.  Collectors  can 
reel  off  dozens  of  players  whose  cards 
are  harder  to  find  and  that  sell  for  less 
than  $10,000.  "Most  cards  pre- 1900 
are  more  rare  than  Wagner,"  says 
New  Jersey  collector  Barry  Halper,  a 


limited  partner  with  the  New  York 
Yankees,  who  himself  owns  two 
Wagner  cards. 

Christie's  puts  the  official  number 
of  Wagner  cards  printed  in  1910  at 
about  40.  Nonsense,  say  members  of 
the  Society  for  American  Baseball 
Research  (sabr).  "We  can  document 
at  least  58,"  says  Texas  dealer  Mark 
Jordan,  an  sarr  member,  "but  it's 
more  likely  over  80."  Curator  Ted 
Spencer  of  the  Baseball  Hall  of  Fame 
in  Cooperstown,  N.Y.,  agrees.  Unlike 


stamps,  baseball  cards  rolled  off  the 
presses  uncounted. 

Perhaps  it's  a  combination  of  rela- 
tive rarity  of  the  card  and  relative 
greatness  of  the  player?  Strike  three — 
there  are  only  two  known  Babe  Ruth 
rookie  cards  dated  1914,  and  neither 
has  traded  for  more  than  $20,000. 

So  what  has  made  this  Wagner  card 
so  special?  Clever  dealers  and  a  lot  of 
hype.  When  the  baseball  card  mania 
got  serious  in  the  1980s,  it  appeared 
for  a  while  that  Wagner  cards  were 
the  oldest  and  fewest  in  number  for 
any  Hall  of  Fame  player.  A  good 
story  helped,  too.  Rumor  was  that 
Wagner  had  had  his  card  pulled  from 
cigarette  packs  to  discourage  young 
fans  from  lighting  up.  Hence  the 
rarity.  Detractors  contend  that 
Wagner,  who  chewed  tobacco, 
yanked  the  card  when  the  American 
Tobacco  Co.  failed  to  cough  up  a 
royalty  fee.  "I've  seen  cigar- box  labels 
and  cigar  bands  featuring  Wagner, 
so  how  opposed  to  smoking 
was  he?"  asks  SABR  member 
Mark  Rucker. 

Thanks  to  speculative 
dealers,  the  Wagner  card 
continued  to  come  up  for 
auction  and  to  command 
new  highs — in  the  hun- 
dreds of  thousands  by  the 
early  1990s.  But  the 
higher  prices  rose,  the 
more  cards  came  out  of 
attics  and  trunks. 

With  all  these  Wagners 
around,  how  can  Gidwitz 
get  his  price?  Granted,  it 
is  in  top  condition,  but 
more.  His  card,  you  see, 
has  a  special  provenance.  Wayne 
Gretzky,  the  greatest  hockey 
player  alive,  and  his  crook  of  a 
boss,  Bruce  McNall,  bought  the 
card  at  Sotheby's  in  1991  for 
$451,000.  When  McNall  went  bank- 
rupt in  1994,  Gretzky  paid  $225,500 
to  own  it  outright.  Then  Gretzky 
sold  it  to  Treat  Entertainment  for  a 
reported  $500,000.The  baseball  card 
wholesaler  gave  it  away  in  a  sales  pro- 
motion at  Wal-Mart  last  February, 
and  the  contest  winner,  a  postal  clerk 
from  Hollywood,  Fla.,  put  it  on  the 
auction  block.  Gidwitz,  a  part-time 
baseball-card  dealer,  went  for  it  big. 

"My  card  has  a  story  to  it,"  says 
Gidwitz,  hopefully.  ■ 
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U.S.  Trust  can  put  you  on  course 
for  a  successful  retirement. 


A  should  come  as  no  surprise  that  a  successful  retirement,  like  a  successful  career,  is  more 
likely  the  result  of  careful  planning  than  of  happenstance.  As  one  of  America's  most  experienced 
asset  management  firms,  U.S.  Trust  possesses  unsurpassed  retirement  planning  savvy. 

Once  our  experts  know  your  retirement  income  goals,  they  can  customize  an  investment 
management  program  to  help  you  achieve  them.  Among  other  things,  we  will  specify  how 
to  invest  your  assets  both  before  and  during  retirement  to  maintain  the  lifestyle  you  desire. 

Importantly,  as  the  economic  environment  or  your  goals  change,  our  specialists  can  advise 
you  on  making  essential  mid-course  alterations.  For  more  information  about  the  depth  and 
breadth  of  our  retirement  planning  expertise,  please  contact  Richard  E.  Foley,  Managing  Director, 
at  1-800-U.S.  TRUST. 
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Ho  hum,  just 
another  wreck 


It's  a  buyer's  market  in  artifacts  and  treasures 
recovered  from  old  sunken  ships. 

By  Doris  Athineos 


have  been  retrieved  from  the  sea  that 
they  no  longer  carry  much,  if  any, 
underwater  premium,  regardless  of 
the  vessel  or  the  era.  "Collectors 
work,  out  the  price  of  gold  that  day 
so  they  can  decide  if  they  want  to  bid 
more,"  says  coin  expert  James 
Morton  of  Sotheby's  London. 

Other  items  have  dropped,  too, 
especially  china.  In  1994  more  than 
1 1  tons  of  blue-and-white  saucers, 
tureens  and  cups  were  lifted  from 
the  Diana,  a  vessel  that  went  down 


It's  a  good  thing  for  undersea 
treasure  hunter  Mel  Fisher  that  he 
found  the  360-year-old  wreck 
Atocha  when  he  did  in  1985.  At  that 
time  he  had  no  trouble  finding  col- 
lectors willing  to  place  a  high  premi- 
um on  artifacts  and  treasures 
retrieved  from  the  old  Spanish 
galleon,  which  sank  in  a  storm  off 
the  Florida  Keys.  Such  yields  from 
the  deep  were  rare,  and  auction 
prices  were  stunning  when  the  haul 
was  auctioned  at  Christie's  in  1988. 
A  brass  astrolabe  fetched  $132,000. 
A  plain  gold  bar  weighing  22.33 
ounces  went  for  $18,700,  about 
double  the  value  of  its  gold  content. 
Water-worn  silver  pieces  of  eight 
sold  for  about  $500. 

Collectors  worldwide  were  fasci- 
nated with  all  manner  of  objects 
dragged  up  from  the  deep.  In 
Amsterdam  in  1986  Christie's  staged 
an  auction  of  160,000  old  blue-and- 
white  dishes.  They  were  "export 
China"  that  went  down  aboard  the 
Dutch  East  India  merchantman 
Geldermalsen  234  years  earlier.  That 
auction  was  a  huge  success.  Every 
single  piece  of  china  was  sold,  with  a 
fish  dish  fetching  as  much  as 
$42,708.  Blue-and-white  cups  and 
saucers  went  for  $300  a  set. 

But  nowadays — thanks  to  new 
underwater  gear,  including 
unmanned  submersibles  and  side- 
scan  radar — finding,  excavating  and 
even  raising  old  wrecks  is  an  every- 
day occurrence.  Scores  of  historic 
shipwrecks  have  been  salvaged  in 
recent  years.  Not  even  very  deep 
wrecks  are  sacred  any  longer.  In 
1985  the  rms  Titanic  was  located 
2.5  miles  under  the  Atlantic.  Since 
then,  high-technology  submersibles 
have  been  picking  up  thousands  of 
artifacts  from  the  ship,  and  last  sum- 


Benihana's  Rocky  Aoki  and  some  of  his  sinking  treasures 
Now  he's  hoping  to  sell  tickets  to  a  beached  wreck. 


mer  a  huge  chunk  of  the  ship  itself 
was  almost  brought  to  port. 

"Technology  has  opened  up  the 
ocean  floor,"  says  John  Lawrence, 
president  of  Seahawk  Deep  Ocean 
Technology,  a  for-profit  salvage 
com  paiw. 

That  technology,  and  the  growing 
number  of  salvagers  who  know  how 
to  use  it,  has  thrown  the  market  for 
underwater  collectibles  into  disarray. 
Piece-of-eight  silver  coins  from  the 
Atocha,  which  sold  for  about  $500  at 
auction,  go  for  only  about  $20 
today,  say  auction-house  experts.  So 
many  gold  and  silver  bars  and  coins 


in  the  Strait  of  Malacca  in  1817.  At 
auction  last  year  bowls  and  saucers 
sold  for  less  than  $40  each.  Old  port 
bottles  from  the  ship  went  for  only 
$80  each. 

From  more  modern  wrecks,  even 
once-prized  ship's  hardware  like 
compasses  and  portholes  fails  to 
excite  collectors  today.  You  can  buy 
old  foghorns  for  about  $300,  cor- 
roded brass  compasses  for  $300  and 
even  an  eight-spoke  ship's  helm  for 
$600. 

If  you  like  old,  salty  items  but 
don't  want  to  pay  dearly  for  them, 
obviously,  your  timing  is  right.  For 
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Gold,  shell-shaped 
box  retrieved  from 
one  of  over  1,000 
wrecks  lying  off 
Montevideo, 
Uruguay 

Scores  of  historic 
shipwrecks  have 
been  salvaged  in 
recent  years. 


But  the  Sindia  is  no  longer 
under  water.  In  1991  government 
dredging  extended  the  Ocean  City 
beach  900  feet  and  buried  the 
Sindia  under  sand  in  the  process. 
"We  plan  to  dig  out  a  football-size 
amphitheater  where  people  pay 
admission  to  visit  the  site,"  says 
Dennis  Parisi,  president  of  Drexel 
Aqua.  "Then  visitors  can  dig  if  they 
want  or  watch  the  excavation  on 
huge  outdoor  screens."  Aoki,  who 
envisions  lots  of  Japanese  visitors, 
is  out  raising  $5  million  to  finance 
the  project. 

Aoki  has  an  added  sweetener  for 
his  would-be  treasure  hunters:  folk- 
lore has  it  the  Sindia  may  have  a 
golden  Buddha  aboard.  The  cargo 
manifest  lists  only  "curios,"  but  the 
Sindia  was  anchored  in  Shanghai 
right  after  the  Boxer  Rebellion,  says 
Parisi,  and  could  have  been  used  to 
smuggle  treasures  out  of  China. 
"It's  an  exciting  project  even  if  we 
don't  find  the  golden  Buddha," 
says  Aoki.  Hi 


example,  coming  up  at  Spink  in 
London  on  Nov.  20  and  21  is  a 
major  auction  of  items  retrieved 
from  the  RMS  Douro.  She  sank  off  the 
coast  of  Spain  in  1882  and  was  sal- 
vaged in  1995  from  a  depth  of  about 
1,600  feet.  Some  10,000  gold  sover- 
eigns will  be  offered;  estimates  start 
at  $150  each.  If  it's  a  porthole  you'd 
like,  two  are  for  sale,  estimated  at 
$320  each. 

The  outpouring  of  treasures  has 
obviously  hurt  the  value  of  collec- 
tions put  together  in  years  past.  Just 
ask  Rocky  Aoki,  founder  and  chair- 
man of  the  Benihana  restaurant 
chain  and  an  avid  collector.  "I  lose 
money  on  everything  I  collect,"  he 
says.  But  he  is  sinking  even  more 
into  undersea  trash — with  a  very 
modern  twist. 

Aoki  has  teamed  up  with  Drexel 
Aqua  Technologies,  which  owns  the 
rights  to  salvage  the  Sindia,  a  330- 
foot,  square-rigged  barque  that 
sank  off  Ocean  City,  N.J.  in  1901 
on  its  way  to  New  York  Harbor. 
"John  Rockefeller  owned  the 
Sindia  and  cashed  in  a  $1  million 
insurance  policy  when  a  sailor 
crashed  it,"  enthuses  Aoki,  a  spry, 
former  lightweight  Olympic 
wrestler. 


Gold  coins  and  bottles  from  the  RMS  Douro,  recently  retrieved  off 
Expect  bargain  prices  at  the  Spink  auction  in  London  this 


month. 


Forbes  ■  November  4,  1996 


395 


Jul  ll 

TMffliHWllfflnBWWI 

Til' 

innni 

Receive  Value  Line 
for  only  &m  #55. 

An  Introductory  subscription  to  The  Value  V.ne  Investment  Sunrey 

brings  you  the  2000-page  Investors  Reference  Library—Value  Line's  most  recent 
Ratings  and  Reports  on  1700  slocks  and  the  practical  guide  How  to  Invest  in 
Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  K 

weeks  forS*a:$5S  Available  only  once  even'  three  years  to  any  household. 
SPECIAL  BONUS:  With  your  subscription  you  will  receive  as  an  extra  bonus  J.K. 
LASSER'S  TOUR  ;WCt»S£  TAX  1997  with  •  expanded  personal  recordkeeper  •  tax 
organizer  •  worksheets  •  sample  forms  PLUS  'free  update  supplement  with  forms 
for  filing  •  telephone  hotline  •  tax  tips  on  the  Internet.  'The  winner  among  tax 
guides  "  -  Smart  Money.  (Retail  price  $14.95;  available  while  supplies  last.) 
Your  subscription  to  Value  Line  may  be  tax-deductible.  Consult  your  tax 
advisor.  Rend  check  or  money  order  along  with  name,  address  and 
zip  code  together  with  this  ad  or: 


\ 


Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  916G04)  American  Express,  MasterCard  or  Visa.  24  hours  a  day,  7  days 
k   a  week.  II  you  are  not  completely  satisfied  return  all  materials  in  good  condition  within  30 
V  days  from  the  start  ol  your  subscription  lor  a  lull  relund  ol  your  lee  Allow  4  weeks  lor 
\.      delivery.  NY  residents  add  sales  tax.  Foreign  rates  upon  request 

%V  The  Value  Line  Investment  Survey* 

\     PO  Box  3988  New  York, 
NY  10008-3988 


INVESTOR  RELATIONS  SERVICES 


OTC 


OTC  Financial  Network 
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•  Custom  Research  Reports 

•  Complete  Range  of  IR  Services 

Contact:  Geoffrey  Eiten 

Toll  Free:  888-439-2787 
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DIVERSIFY  YOUR  PORTFOLIO 
Learn  to  Trade  Commodity 
Futures  and  Options 

Call  JACK  CASE  1-S00-382-0882 
Fax  1-419-385-6897 

Alaron  Trading  Corp 

There  is  risk  of  loss  in  futures  trading 


EXECUTIVE 
CONSULTING 

$150,000  PER  YEAR 

from  only  3-5  small  projects 
per  month.  Very  lucrative 
home-based  business  for  ex- 
perienced business  people 
with  good  communication 
skills  and  a  strong  desire  for 
personal  and  financial  inde- 
pendence. Work  with  an 
affiliated  corporation  of  a  30- 
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sulting services  to  a  broad 
spectrum  of  companies.  Mod- 
erate investment  required. 
May  be  operated  full  or  part- 
time.  Call  today  for  NO 
OBLIGATION  information 
and  video. 

800-660-0330 
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BUSINESS  OPPORTUNITIES 


40+  Hottest  Businesses 
From  Your  Home 
With  A  Computer! 

Special  FREE  Report  On 
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Patented  process,  no  nonsense 
proven  program,  high  profits, 
$7k  investment;  800-605-3744 


Investor's  Advantage 


We  Provide: 
•Protection  from  Lawsuits 
•Banking  Privacy  &  Brokerage  Services 
•Reduction  or  Elimination  of  Taxes 
•Asset  Protection  &  Privacy  'Estate  Planning 
Call  today  1-800-266-8211 
Merrill,  Scott  &  Associates 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  Corporations  &  LL  C's 


$25 


plus 

state  fees 


800-518-7407 

FM  502-652-5760 
hltp://www.cofpco.coni 


EDUCATIONAL  SERVICES 


f 

■  BACHELOR  •  MASTER  .  DOCTORATE  | 

H  •Management  •Education  •MvdiaHui 

H  •  Engineering    •Compute!  Science  •HolisUc  Care 

H  •Theology  i-  mi< a|  [  k  \  -  nd< ■ ,.  ■,  •Paralegal 

I  «Uw  •Hole!  &  f 


La  Salle 


(800)955-8879;. 


University Mi,n[|evi|ie  fLA  ?o4?o4ooo| 


University  Degrees! 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin,  Public  Admii 

Health  Care  Admin,  Human  Resources, 
Finance,  International  Business,  Tech  Mqm 
Law,  Paralegal,  Psychology.  Call  tor  brocnui 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840E  17  St-F.  Santa  Ana,  CA  92705 
http://www.scups.edu 
Email:  enroll@scups.edu 


Major  British  university  offers 

International  MBA 

entirely  by  home  study. 
No  Bachelor's  degree  required. 


Three  weeks  from  now  you 
can  begin  work  in  a  presti- 
gious and  rigorous  MBA 
program,  which  Tl:e  Economist 
Intelligence  Unit  has  included  in 
its  report.  Which  MBA?  A  Critical  Guide 
to  the  World's  Best  Programmes. 

(onpiulh  established  in  1S2I) 

Heriot-Watt  University 

North  American  Distributor 
6921  Stockton  Ave..  Suite  5 
El  Ccmto.CA  9453(1  •  Fax  (510)  52K-3555 
Toll -fee  (800)  THE  WATT  ext.  5 


For  details  on 
FORBES  MARKET 
CLASSIFIED 
CALL  OR  FAX  LINDA  LOREN 
(212)  260-0620  or 
FAX  (212)  260-8183, 
e-mail:  lloren@forbes.cor) 
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GOLF  EQUIPMENT 


?  Tax  Free 
Permanent 
Residency 


The  tax  free  Turks  and  Caicos  Islands,  the  British 
dependency  only  575  miles  /  90  minutes  flying 
from  Miami,  now  offer  permanent  residency  for  an 
individual  or  family  for  a  commitment  of  as  little  as 
US$  40,000  plus  fees. 

Many  high  net  worth  individuals  and  business 
people  have  already  expatriated  to  these  idyllic 
islands;  they  have  an  excellent  climate  and  are  free 
of  income  corporation  and  capital  taxes  such  as 
death  duties. 

If  your  strategy  requires  adoption  of  alternative 
citizenship  and  passport  as  such  we  can  arrange 
this  in  a  suitable  low  cost  jurisdiction. 

For  information  please  contact: 
Paul  Winder,  Director, 
INTERNATIONAL  COMPANY 
SERVICES  (TCI)  LIMITED 
PO  Box  107,  Oceanic  House, 
Duke  Street,  Grand  Turk, 
Turks  &  Caicos  Islands, 
British  West  Indies. 
Tel:  809  94  62828 
Fax:  809  94  62825 
E-Mail:  tcirestSzjicsl.com 


http:  //www.icsl.com 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  lo  IT  models  ore  hand- 
crafted from  solid  mahogany  with 
hondpainled  markings  and  details 

•  Over  160  models  instodt 

•  Priced  from  $99.50 

•  Satisfaction  guaranteed 

CaD  1-800  950  9944 
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:  detective 


EXTREMELY  DURABLE 
RESISTS  ACIDS  RUST  ROT 

FOR  HOME  AND  INDUSTRIAL  USES  /  CjfcTp" 

WATERPROOFS  AND  SEALS  /  jqexS 

FOR  BROCHURE  AND  FREE  SAMPLES  /  Wit  / 
800-631-2164  FAX:  908-364-4109 


HUMAN  RESOURCES 


Cigarettes  Kill  Profits! 


The    hidden    costs    of  cigarette 
jkmoking  and  what  your  company  can 
jpo  about  it.  Free  report.  Please  Call 
Elliot  Essman  at  1-800-474-7416. 
(http://wTvw.autonomy.com/coiTj.htm 

r  — 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES 
GUARANTEED  LIQUIDITY!! 
We  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 
Free  wholesale  catalog  since  1967! 
Member:  Jewelers  Board  of 
Trade  &  Chamber  of  Commerce. 

HOUSE  OF  ONYX 
1  Main  St.,  Greenville,  KV  42345 
1-800-844-3100  or  Y'W  502-338-9605 


BECOME  A 
BIG  HITTER!' 


THE  WHIP 


GUARANTEES 
10%  to  15% 
more  yardage  off  the  tee! 

Introducing  "The  Whip"  a  new  driver  witK 
a  carbon  shaft  that  allows  you  to  hit  a  golf 
ball  farther  and  straighter  than  ever  before. 
Many  of  the  players  who  have  actually 
used  "The  Whip"  call  it  the  greatest 
technological  advancement  in  golfing 
history.  You  are  guaranteed  to  hit  more 
fairways  and  increase  your  distance  by  up 
to  50  yards.  The  secret  in  this  new  golf 
club  is  the  light  carbon  shaft  that  allows 
you  to  increase  your  clubhead  speed  by 
25%  and  that  means  as  much  as  40 
additional  yards  off  the  tee,  guaranteed! 
This  revolutionary  shaft  is  made  from  the 
same  solid  carbon/naterial  that  is  used  on 
the  nose  cone  of  stealth  bombers.  The  "no- 
torque"  shaft  means  the  clubhead  does 
not  twist  and  i&  always  square  a  t  impact 


f  ~ 


P/»s  S5  shipping  ■■-  handling 
Aikwl  h  4  woks  delivery. 


IMMEDIATE  RESULTS  INCLUDE: 

•10-15%  more  yardage  off  the  tee. 

•Increased  accuracy  because  there  is  no  twisting  (torque) 
of  the  shaft. 

•"Feel"each  shot  like  never  before  due  to  the  shaft  material. 
•100%  satisfaction,  30  -day  money  back  guarantee. 


Call  toll  free  1-888-545- WHIP  (9447) 

to  order  by  Visa  or  Mastercard 


Charter  Fleet^nteripationsl 
Call  for  Quick  Quotes! 


1-800-355-JETS  (5387) 


Ultimately  Luxurious 


Choose  an 
"elevette" 
residential 
elevator  as  the 
ultimate  feature 
for  your  home,  or 
as  the  ultimate 
convenience  for  a 
loved  one  who 
shouldn't  use 
stairs. 


For  Iree  literature,  contact: 

INCLINATOR 

COMPANY    OF  J  I  A  M  E  R  IC  A 

Dept.  7  yF * 

P0  Box  1557  ▼ 
Harnsburg.  PA  17105-1557 
Phone  717-234-8065 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet 


All-inclusive  fractional  ownership  of 
Learjet®  and  Challenger9  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
Call  1-800-590-JETS 

1^ 

BUSINESS 

Jet  Solutions 


The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


SALVADOR  DALI 


"Cosmic  Rays" 
1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare  Authentic  Prints 
from  the  #1  Source  for  Salvador  Dali 
SILVERSTATE  FINE  ART 

FREE  CATALOG 
800-999-DALI  (3254) 

outside  U.S.  call  310-798-1360 


HOME  FITNESS 


"You've  been  eating 

too  much  garbage  lately.' 


4*4%.- 


Concept  II 


Indoor  Rower 

The  complete  exercise 

•  Time  efficient  workout 

•  Strength  and  endurance 
building  exercise 

•  Excellent  cross-trainer 

•  High  calorie  burner 

For  FREE  brochure  &  video 

1-800-769-5346 


Factory  Direct 
From  Vermont 


0  1995  Concept  II.  Inc 
Concept  II,  RR1  Box1100-F88, 
Morrisville,  VT  05661-9727  FAX:  802-888-4791 
e-Mail:  rowing@concept2.com 
Web  site:  http://www.concept2.com 


Richard  Petty 
Driving  Experience 

You  can  drive  a  Winston  Cup  stock  car! 
Available  year  round  at  Atlanta.  Charlotte,  and 
Las  Vegas  Motor  Speedways.  5  Courses  to  choose 
from  with  prices  starting  at  $529.99 
Call  1-800-BE-PETTY  fr>'  details! 


k  i  n  c  h  k  r  a  Ranch 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado. You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re  generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  tO  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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EDITED  DY  DERO  A.  SADNDERS 


"The  more  things  change..." 
70  years  ago  in  Forbes 


Shipwreck?  Call  Lloyd's,  which  boasts, 
"Britannia  rules  the  waves  because 
Lloyd's  carries  the  risks." 


(From  the  issue  of  Nov.  1,  1926) 
"In  1914,  when  the  World  War  closed 
the  export  lanes  to  our  cotton,  the 
price  dropped  to  7lA  cents  a  pound,  and 
the  plea  to  'Buy  a  Bale  of  Cotton1  was 
heard  across  the  country.  Those  who 
had  the  faith  to  buy,  not  one  bale  but  a 
hundred  or  a  thousand,  reaped  hand- 
some profits,  for  the  recovery  was  sure 
and  swift.  Again  the  buy-a-bale-of-cot- 
ton  cry  is  heard,  and  again  cotton  is 
probably  a  profitable  purchase." 

"As  the  New  York  garment  strike 
swings  into  its  fifth  month  with  over 
40,000  workers  still  on  strike,  the 
prospects  for  a  final  settlement  appear 
better  than  for  some  time.  A  tentative 
agreement  is  reported  which  embod- 
ies the  two  major  points  in  dispute." 


60 


years  ago 


(From  the  issue  of  Nov.  1,  1936) 
"Some  fear  that,  were  Governor 
Landon  elected  President,  reduction 
in  government  expenditures  would 
retard  business  recovery.  Nonsense! 
The  reassuring  effect  upon  the 
employing  classes  would  be  so 
potent  that  legitimate  enterprise  and 
employment  would  expand  far  more 
than  enough  to  offset  any  reduction 
in  relief  expenditures." 


"To  Albert  N.  Williams  of  New  York 
City  goes  the  $100  Forbes  award  for 
the  best  single  word  to  serve  in  place 
of  the  words  Air  Conditioning.  The 
prizewinning  word:  Climafying." 

50  years  ago 

(From  the  issue  of  Nov.  1,  1946) 
"After  16  long  lean  years,  the  GOP 
next  week  is  set  to  recapture  control 
of  lawmaking  and  of  U.S.  Govt.,  and 
to  gain  more  than  the  26  seats  nec- 
essary to  take  the  House  away  from 
the  Democrats  [and]  to  elevate  a 
group  of  Republican  leaders  to  their 
first  real  national  power  since 
Hoover  lost  the  House  in  1930." 

"Despite  a  record-smashing  rate 
in  the  production  of  phone  equip- 
ment, a  great  deal  more  plant  capac- 
ity will  have  to  be  built  before  the 
industry  can  catch  up  with  its  back- 
log of  orders.  Now  on  the  waiting 
list  for  telephone  service:  nearly  1.9 
million  applications." 

"The  practice  of  in-feeding'  in  indus- 
trial plants  became  extremely  popular 
during  the  hectic  war  years,  when 
every  man-hour  was  vital.  Today,  with 
the  practice  continuing,  industrial 
catering  represents  an  attractive  peace- 
time opportunity.  The  necessary 
investment  depends  on  the  scope  of 
operations  planned.  Beginners  have 
started  with  as  little  as  $1,000,  where 
the  plant  served  has  been  small;  as 
plants  are  added  facilities  and  person- 
nel must  of  necessity  become  larger." 


25 


years  ago 


(From  the  issue  of  Nov.  1,  1971) 
"In  other  times,  if  a  Swiss  central 
banker — one  of  the  fabled  'gnomes  of 
Zurich' — even  thought  about  chang- 
ing the  price  of  gold,  the  shock  waves 
were  felt  around  the  world.  But  recent- 
ly the  head  gnome,  Dr.  Alfred  Schaefer 
of  the  Union  Bank,  largest  of  the  Swiss 


Railroad  buffs  in 
1936  ogle  an  old 
$     camelback  engine 
'     soon  to  be 
retired. 
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Convenience  stores  charged  more  for 
food  in  1971,  but  look  at  that  gas  price! 


central  banks,  told  an  International 
Monetary  Fund  conference  that  his  fel- 
low gnomes  would  stand  for  a  $5 
increase,  to  $40  an  ounce,  in  the  price 
of  monetary  gold." 

"It's  been  a  long,  long  time  since  the 
still-vast  aerospace  industry  has  had  a 
hero.  Jim  McDonnell,  the  canny  early 
bird  of  the  industry,  was  the  most  recent 
when  he  put  McDonnell  and  troubled 
Douglas  together  and  made  them  both 
fly  beautifully.  Now  there's  a  new  hero. 
North  American's  Al  Rockwell  has 
achieved  a  $10.5  million  underrun  in 
the  Minuteman  III  program." 

10  years  ago 

(From  the  issue  of  Oct.  27,  1986) 
"Tennis  started  with  royalty  and 
seems  to  be  reverting  to  it.  The  num- 
ber of  players  in  the  U.S.  has  fallen 
from  25  million  in  1978  to  15  million 
today.  Sales  of  tennis  rackets  dropped 
from  a  peak  of  8.6  million  in  1976  to 
2.5  million  last  year.  Manufacturers 
have  fought  the  decline  with  higher 
prices  on  rackets,  but  sales  were  still 
only  $160  million  last  year,  compared 
with  $184  million  in  1976." 

"For  three  decades  [L.  Ron]  Hub- 
bard ran  the  notorious  Church  of  Sci- 
entology™, a  'religion'  he  formed  to 
'clear'  mankind  of  misery.  It  came  com- 
plete with  finance  dictators,  'gang-bang 
security  checks,'  lie  detectors,  'commit- 
tees of  evidence'  and  detention  camps. 
In  1977  the  FBI  sent  134  agents,  armed 
with  warrants  and  sledgehammers, 
storming  into  Scientology  centers  in 
Los  Angeles  and  Washington.  Eleven 
top  officials,  including  Hubbard's  third 
wife,  went  to  jail  for  Filtrating,  bur- 
glarizing and  wiretapping  over  100 
government  agencies,  including  the 
IRS,  FBI  and  CIA." 
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It  is  a  travesty,  not  a 
miracle  cf  modern  medi- 
cine, to  keep  thou  brain- 
dead  and  those  irrecoverably 
damaged  and  diseased 
breathing  inierminably 
with  high-tech  and  in- 
terminable cost.  For  every 
permanently  comatose  Mrs. 
Von  Bulow,  whose  estate 
can  pay  the  vast  cost  of 
such  futility,  there  are 
very  many  others  for  whom 
such  basically  uncaring 
"care"  comes  out  of  the 
pockets  and  lives  of 
the  living.  Not  only  the 
impoverished  living, 
but  in  attention  and  facil- 
ities and  funding  for 
treatable,  curable  people 
who  may  lose  such  needs. 
Spending  vastly  to  keep 
the  dead  alive  awhile  mocks 
the  living  and  makes  a 
travesty  of  medicine. 

-Malcolm  Forbes 


A  Text .  .  . 

But  thou,  when  thou 
prayest,  enter  into  thy 
closet,  and  when  thou 
has  shut  thy  door,  pray 
to  thy  Father  which  is  in 
secret,  and  thy  Father 
which  seeth  in  secret 
shall  reward  thee  openly. 
-Matthew  6:6 


Sent  in  by  Karen  Higgins, 

Oxford,  Miss. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


I  believe  managing  is  like 
holding  a  dove  in  your 
hands.  If  you  hold  it  too 
tighdy,  you  crush  it,  but 
if  you  hold  it  too  loosely, 
you  lose  it. 
-Tommy  Lasorda 

If  all  the  year  were  playing 
holidays,  to  sport  would  be 
as  tedious  as  work. 
-William  Shakespeare 

Every  journey  into  the  past 
is  complicated  by  delusions, 
false  memories,  false  namings 
of  real  events. 
-Adrienne  RlyH 

How  odd  it  is, 

our  income  tax: 
It  never  wanes 

but  watch  it  wax! 

-Cecil  Baxter 
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Flattery  is  all  right  if 
you  don't  inhale. 

-Ad lai  Stevenson 

There  are  no  people  in  the 
world  who  are  so  slow  to 
develop  hostile  feelings 
against  a  foreign  country 
as  the  Americans,  and  no 
people  who,  once 
estranged,  are  more  difficult 
to  win  back. 
-Winston  Churchill 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Individual  volumes  are  available  for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  3'/r  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-234-4553  and  charge  to  your  credit  card. 


We  bury  the  men  who  do 
the  nation's  creative  work 
under  layers  of  adminis- 
trators and  mountains  of 
memoranda.  We  shrivel 
creativity  by  endless 
frustrations. 

-Admiral  H.G.  Rickover 

A  secret  always  has  a 
timetable. 

-Robert  Half 

Man  is  the  only  animal  that 
laughs  and  weeps,  for  he  is 
the  only  animal  that  is 
struck  with  the  difference 
between  what  things  are  and 
what  they  ought  to  be. 
-William  Hazlitt 

The  hair,  it  seems,  is  less 
involved  in  the  Resurrection 
than  the  other  parts  of 
the  body. 

-St.  Thomas  Aquinas 

Gripes  and  whining  aren't 

the  answer; 
The  odds  some  face  are 

worse  than  bad. 
But  we  must  play  the 

hand  we're  dealt. 
And  not  the  one  we 

wish  we  had. 
-Art  Buck 

Blessed  are  those  who 
expect  nothing,  for  they 
shall  not  be  disappointed. 

-Jonathan  Swift 

A  look  of  straightforward 
honesty  is  the  first 
requisite  of  any  scoundrel. 

-English  saying 

Hard  work  has  future  payoff. 
Laziness  pays  off  now. 
-Bumper  sticker 

J 

There  are  no  passengers 
on  Spaceship  Earth. 
Everybody's  crew. 
-Marshall  McLuhan  / 

/ 
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To  become  better  acquainted  with  one  of 
the  best-performing  luxury  sedans  in  the 
world,  call  1-800-292-9707  for  our  free 
video  and  brochure.  Or  stop  byyour  near- 
est. Infiniti  showroom  for  a  Guest  Drive. 
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With  145  years  of  experience,  Lehman  Brothers  is  one  of  the  world's  leading 
global  investment  banking  companies,  ranking  among  the  top  M&A  advisors  and 
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governments,  or  our  experience  and  capabilities  in  products  and  markets 
globally,  businesses  and  investors  are  turning  to  Lehman  Brothers. 
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164  When  money 
isn't  enough 

In  the  old  days  you  moti- 
vated your  best  workers 
with  more  money  and 
bigger  offices.  It's  not 
that  simple  these  days. 
By  Kerry  A.  Dolan 

108  Tuition  bargains! 
First  time  ever! 

Colleges  have  gotten  away 
with  obscene  price 
increases.  No  longer. 
By  Susan  Lee  and  Daniel  Roth 
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42  Earnings  today, 
writeoffs  tomorrow? 

Mortgage  lender  Aames 
Financial's  earnings  have 
skyrocketed.  So  have  its 
problem  loans. 
By  Carolyn  T.  Geer 

46  J.M.  Smucker 

J.M.  Smucker  Co.  has 
a  great  brand  name  that 
seems  to  be  out  of  steam. 
By  Richard  Phalon 


60  Marimba 

Kim  Polese  is  cashing  in 
with  a  new  company  to 
bypass  Web  bottlenecks. 

By  Zina  Moukheiber 

67  Smoke,  mirrors 
and  Armand  Hammer 

Forbes  veteran  James 
Cook,  who  knew 
Hammer  for  two  decades, 
reflects  upon  the  man  and 
a  new  book  about  him. 
By  James  Cook 

80  Koo  Koo  Roo 

Take  a  look  at  Ken  Berg's 
Koo  Koo  Roo's  sales  per 
square  selling  foot. 
By  Robert  La  Franco 

91  Digital  Link 

Narendra  and  Vinita 
Gupta  show  it  is  possible 
to  succeed  at  work 
and  at  home. 
By  Ann  Marsh 

120  Up  &  Comers 
Mackie  Designs 

Greg  Mackie's  rapid  rise 
has  come  to  an  end.  His 
story  is  an  apt  warning  for 
all  up  &  comers:  Sleeping 
giants  usually  wake  up. 
By  Robert  La  Franco 


60  Marimba's 
Kim  Polese 

"We  knew  what  was 
missing,  and  what 
needed  to  be  built 
on  top  of  Java." 


42  Aames  Financial 

The  real  question  for 
investors  who  have 
pinned  their  hopes 
on  its  hot  stock:  How 
much  of  the  "gains" 
will  materialize? 


126  Up  &  Comers 
Landry's  Seafood 
Restaurants 

Broke  a  few  years  ago, 
Tilman  Fertitta  is  now 
throwing  parties  for  the 
President  of  the  U.S. 

By  Christopher  Palmen 

130  Up  &  Comers 
Data  Broadcasting 

Alan  Hirschfield  has  made 
more  money  on  a  little 
data  company  than  he 
made  in  Hollywood. 

By  Seth  Lubove 

155  The  $100 
blue  jeans 

Designer  jeans  are  back 
in  style — and  look  at  the 
margins  they  carry. 

By  Joshua  Levine 


256  The 
Dangermonds 

"Maps  are  the 
booby  prize." 


172  Marketing 
Whales  &  Dolphins, 
Incorporated 

What  soup  cans  were  to 
Andy  Warhol,  other 
marine  life  is  to  this  trio 
of  Hawaiian  artists. 

By  Seth  Lubove 

178  Payless 
ShoeSource 

It  takes  careful  attention 
to  detail  to  make  money 
in  cheapie  shoes. 
By  Mary  Beth  Grover 

188  Party  boy 

Grocery  magnate 
Ron  Burkle  throws  swank 
parties  for  celebrities  and 
politicians.  Strictly 
business,  he  says. 
By  Damon  Darlin 


67  Armand  Hammer 

A  fraud,  embezzler,  foreign  agent,  charlatan, 
thief  and  snake-oil  salesman,  says  Edward 
Epstein.  But  he  often  loses  track  of  the  man. 


204  Have  you 
consulted 

a  witch  doctor  lately? 

Most  people  remain  skep- 
tical about  management 
theory — and  frequently 
with  good  reason. 
By  John  Micklethwait 
and  Adrian  Wooldridge 

214  Zippo 
Manufacturing 

Cigarette  smoking  is 
irrelevant  to  the  health  of 
Zippo  Manufacturing  Co. 

By  Christie  Brown 

251  Faces  Behind 
The  Figures 

Jack  Stahl,  Coca-Cola; 
Francesca  Luzuriaga, 
Mattel. 

International 

47  Garlic  and  licorice, 
anyone? 

While  Japan's  retailers 
struggle,  Amway  Japan 
zooms  ahead.  Moral 
of  this  story:  Give  the 
customer  what  she  wants. 
By  Neil  Weinberg 
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54  How  do  you  say 
Cockatoo  Inn 
in  Chinese? 

The  Japanese  bought  tro- 
phy buildings  at  the  peak 
of  the  U.S.  real  estate 
market.  Other  Asians  are 
smarter  with  their  dollars. 
By  Damon  Darlin 

161  A  smuggler 
with  guanxi 

As  Hong  Kong  prepares 
to  rejoin  China,  Henry 
Fok  is  becoming  its  most 
powerful  kingmaker. 

By  Justin  Doebele 

184  Stomach  share 

Coca-Cola  has  big  plans 
in  Europe — but  will 
Brussels  bureaucrats 
get  in  the  way? 
By  Howard  Banks 

222  Outcry 
and  tea  wallahs 

You  could  buy  up  every 
publicly  owned  company 
in  Bangladesh  for  less  than 
$4  billion.  Not  interested? 
Okay,  but  you  still  have  to 
marvel  at  how  far  the 
country  has  come  in 
trying  to  develop  a  func- 
tioning capital  market. 
By  Justin  Doebele 


108  College  tuition  blues 

The  question  is  no  longer:  Is  it  a  good 
investment?  It's  becoming:  Can  we  afford  it? 
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268  Taxing  Matters 
The  family  business 
preservation  act 

New  rules  can  make 
estate  planning  easier  for 
many  business  owners. 
By  Laura  Saunders 

272  The  Money  Men 
A  short  strategy  for 
a  momentum  market 

When  too  much  money 
chases  the  same  investing 
styles,  prices  get  out  of 
whack.  How  to  benefit. 

By  Gretchen  Morgenson 
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Biohazard 

What  do  you  want 
in  a  biotech  portfolio? 

By  Bruce  Upbin 

279  The  Funds 
Armchair  travel 

Low-cost  international 
exposure. 

By  Thomas  Easton 

284  Insurance 
The  worst  of  both 
worlds 

The  latest  gimmick: 
can't-lose  annuities. 

By  Carolyn  T.  Geer 
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172  Cbrbtian  Riese  Lassen 

"I  had  this  dream  about  dolphins, 
a  vision  kinda  thing." 


252  Antivirus  neural  networks 

Mess  with  the  "boot  sector"  code  and  you 
can  hypnotize  the  computer  into  doing 
things  it  shouldn't  do— like  erase  files. 
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taxpatriates  have  a  new 
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By  Robert  Lenzner 

102  On  The  Docket 
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divorced  parents. 
By  Stewart  Pinkerton 
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By  Graham  Button 
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By  Srikumar  S.  Rao 
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Jack  Dangermond,  a  math 
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Maybe  you  need 
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WORLD  BUSINESS  CLASS 


I  only  ask  two  things  when  I  fly  How  much  time  can 
I  save?  And  how  comfortable  can  I  be? 

Which  is  why  I  like  World  Business  Class*"  from  Northwest 
Airlines  and  KLM.  The  Northwest  hub  in  Detroit  helps  me 
connect  to  Asia  up  to  five  hours  faster  than  other  airlines. 

And  they  give  business  flyers  like  me  more  space. 
They've  added  legroom,  reclined  the  seats  further,  and  that 
really  helps,  sleeping-wise.  More  than  adequate  for  someone 
my  size,  and  I'm  six  three. 


My  business  philosophy  is  no  big  secret.  You  have  to  stay 
one  step  ahead.  You've  got  to  continually  look  for  advantage. 

And  time-travel-saving  several  hours  or  even  half  a  day- 
is  a  big  one. 


nekok.  Thailand 


Published  airline  schedules  in  effect  on  January  8,  1996  for  the  week  of  May  13-19,  and  are  based  on 
eastbound-westbound  averages  Schedules  are  based  on  information  from  the  Official  Airline  Guide. 
©1996  Northwest  Airlines,  Inc.  Northwest  recycles  over  5000  pairs  of  lost  &  unclaimed  glasses.  Ci 
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At  Praxair,  the  Big  Bang  is  considered  the  Golden  Age  of  new  product  development. 
Hydrogen,  oxygen,  krypton  and  other  elements  were  created  during  that  distant 
era.  Of  course,  Praxair  doesn't  hold  patents  on  any  of  them.  But  we've  been  awarded 
thousands  of  patents  on  technologies  that  convert^^^k  gases  into  solutions  for 
our  customers. 

The  steel  and  glass 
industries  use  oxygen  for 
cleaner,  more  efficient 
production  processes. 
Krypton  works  wonders 
|in  lasers,  lighting  and 
[thermal  windows.  As  for 

[hydrogen,  we've  teamed  with  scientists  who  hope  to  turn  it  into  the  fuel 
of  the  next  century.  (A  hydrogen  engine's  only  emission  is  pure  water.) 

We  also  apply  our  ingenuity  to  other  gases.  We're  the  world's 
biggest  supplier  of  carbon  dioxide,  which  plays  a  key  role  in  the  food 
and  beverage  industry.  And  helium  isn't  just  for  balloons.  It's  essential 
for  medical  imaging  machines  and  deep-sea  diving  safety. 

This  is  how  we've  become  a  world  leader  in  industrial  gases,  with  annual  sales 
over  $4  billion  and  growing.  Praxair  uses  the  basic  molecules  to  help  our  customers 
prosper  in  the  global  marketplace,  an  environment  that's  fiercely  competitive — yet 
ecologically  uncompromising. 


"THE  BIG  BANG" 

Astronomers  now 
date  the  origin  of  the 
universe  at  roughly 
15,000,000,000  B.C. 
It's  been  expanding 
ever  since.  So,  in 
recent  years,  has 
Praxair. 


PRAXAIR 


MAKING     OUR    PLANET    MORE  PRODUCTIVE 

For  more  information:  1-800-PRAXAIR       e-mail:  info@praxair.com  http://www.praxair.com 

©1996  PRAXAIR  INC 
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Kerry  Dolan 


Can  you  bring  your  dog  to  work? 

When  Editor  Jim  Michaels  interviewed  legendary  money  man 
Philip  Fisher  a  few  months  back,  Fisher  mentioned  that  one  of  the 
key  things  he  looks  for  in  great  companies  is  something  no  finan- 
cial statement  can  tell  him:  management's  ability  to  recruit  and 
retain  the  best  employees.  Which  made  Michaels  wonder:  At  a  time 
when  human  brainpower  has  never  been  more  valuable,  how  are 
smart  bosses  getting  the  work- 
ers they  need  to  stay  ahead  of 
the  competition?  He  asked 
Kerry  Dolan  to  find  out. 

Dolan  quickly  discovered 
that  successful  companies  are 
doing  a  lot  more  for  their 
employees  than  simply  paying 
them  well.  They  do  their  laun- 
dry, watch  and  help  educate 
their  kids,  let  them  bring  their 
dogs  to  work.  "When  I  heard 
Cisco  Systems'  John  Chambers 
liberally  using  the  words 
'empowering  the  employees'  to 

describe  how  he  was  able  to  hire  1,100  people  a  quarter,  I  realized 
that  certain  'New  Age'  management  concepts  had  hit  the  main- 
stream," says  Dolan.  "And  they  were  proving  successful  as  well." 
Dolan's  "When  money  isn't  enough,"  starts  on  page  164. 

Educonomics  101 

Some  smart  economist  once  said  that  unsustainable  trends  usu- 
ally are  not  sustained,  which  got  us  thinking  about  college  tuitions. 
Since  1980,  tuitions  have  grown  at  a  compound  annual  rate  of 
8% — about  the  same  as  health  care  costs  and  far  faster  than  the 
Consumer  Price  Index. 

In  the  past  two  years  health  care  costs  have  proven  to  be  an 
unsustainable  trend  that  has  buckled.  Will  higher  education  costs 
be  next?  Susan  Lee  was  dubious  at  first.  "I  figured  that  high  rates 
of  return  on  college  degrees  would  support  even  higher  tuition," 
she  says.  "I  was  way  wrong."  Lee's  story  "Educonomics,"  with 
reporting  help  from  Daniel  Roth,  starts  on  page  108. 

Cook's  tour 

When  we  wanted  someone  to  review  a  new  book  on  the  late 
Armand  Hammer,  there  was  really  only  one  journalist  to  call:  Jim 
Cook,  who  retired  as  Forbes'  Executive  Editor  four  years  ago  after 
a  distinguished  career  in  business  journalism.  Jim  had  known  and 
written  about  the  man  who  built  Occidental  Petroleum  since  the 
early  days  of  OPEC.  He  had  read  nearly  everything  there  was  to  read 
about  Hammer  and  has  even  written  a  not-yet-published  novel 
based  on  the  lives  of  Hammer  and  his  brothers  Victor  and  Harry. 
Set  in  Moscow  in  the  1920s,  the  novel  is  titled  Fellow  Travelers.  If 
I  were  a  book  publisher  I'd  try  to  get  the  rights.  Cook's  reflections 
on  Hammer  and  on  Edward  Jay  Epstein's  new  book  Dossier  starts 
on  page  67.  (Note:  Based  on  Epstein's  book,  our  photo  caption  on 
page  76  says  Albert  Gore  Sr.  worked  for  Oxy's  Isle  Creek  Coal. 
Cook  notes  the  employer  was  Island  Creek  Coal.) 


Managing  Editor 
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A  COMPLETE  MULTIMEDIA  ENGINE  ON  A  SINGLE  MICROCHIP. 


Audio 


2D  Graphics 


Video 


JD  Graphics 


TOSHIBA  TECHNOLOGY  SETS  THE  STANDARD. 


Vision.  It  separates  the  leaders  from 
the  followers.  It's  also  given  Toshiba  a 
different  perspective  on  multimedia 
from  the  beginning.  This  unique  view 
has  enabled  us  to  breathe  life  into 
a  range  of  exciting  products  that  once 
existed  only  in  the  imagination.  We're 
proud  to  have  started  a  revolution 
that  will  help  to  define  the  future.  But 
it's  only  just  begun.  Get  ready  for 
the  ride  of  your  life. 


MPACT  is  a  trademark  of  Chromatic  Research.  Inc 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 

►► 


Toshiba  Multimedia 


Imagine  transforming  your  PC  into  a  robust 
entertainment,  information  and  communi- 
cations nerve  center.  A  place  where  thrilling 
3D  games  meet  spectacular  graphics. 
Movies  merge  with  music.  And  videophone 
and  faxing  capabilities  are  just  a  keystroke 
away.  Now  imagine  doing  it  all  with  just 
one  chip.  That's  what  the  new  MPACT™ 
media  processor  makes  possible.  Developed 
by  Toshiba  and  Chromatic  Research,  Inc., 
this  little  powerhouse  delivers  all  the 
advanced  functions  that  previously  required 
multiple  add-on  boards.  Amazed?  Don't  be. 
Just  call  1-800-879-4963. 
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The  impact  on  $400  million  (sales) 
Jenny  Craig?  Redux  became  widely 
available  in  June;  during  the  July- 
August  period  Jenny  Craig's  sales 
shrank  by  38%  against  the  same 
period  a  year  earlier.  Panicked 
investors  sliced  the  stock's  value  in 
half,  to  a  recent  low  of  854. 

This  looks  to  us  like  an  overreac- 
tion.  Jenny  Craig  plans  to  emulate 
competitor  Nutri/System,  whose 
weight-loss  program  employs  part- 
time  doctors  who  prescribe  weight- 
loss  pills,  including  Redux.  Since 
Redux's  debut,  Nutri/System  has 
seen  a  jump  in  sales.  No  reason  the 
same  thing  shouldn't  happen  to 
Jenny  Craig.  -Luisa  Kroll 


Out  of  Step 


Sid  and  Jenny  Craig 

Will  Redux  actually  help  business? 

Fat  fads 

Sid  and  Jenny  Craig  make  up  the 
successful  husband-and-wife  team 
whose  wallet  grew  fat  as  their  Jenny 
Craig  Centre  customers  struggled  to 
get  thin  {Feb.  17,  1992).  But  diets  are 
fads,  Forbes  warned. 

Now  comes  the  latest  cure-all 
for  corpulence — Redux — marketed 
by  Wyeth-Ayerst  Laboratories.  It's 
the  first  new  diet  drug  approved  by 
the  fda  in  more  than  20  years.  Redux 
is  expected  to  reap  at  least  $900  mil- 
lion by  2001,  almost  one-tenth  of 
today's  $10  billion  diet  market,  says 
Montgomery  Securities  biotech  ana- 
lyst David  Crossen. 


"It  looks  very  much  as  if  [Yoshio] 
Terada  is  the  wave  of  the  future," 
Forbes  said  of  the  brash  founder  of 
Japanese  electronics  discounter  Step 
four  years  ago  (Oct.  26,  1992). 

Oops.  In  September  Terada's 
chain,  based  near  Tokyo,  filed  for 
bankruptcy  and  shut  the  doors  of  all 
but  one  of  its  stores  under  the  weight 
of  $60  million  in  debt. 

What  went  wrong?  When  Terada 
went  independent  in  1983,  Step  was 
a  welcome  retail  oddity.  It  offered 
sharp  discounts  on  gray  market  com- 
puters, TVs  and  other  gear,  and  a 
policy  of  "five  Nos":  no  explanations, 
no  product  displays,  no  exchanges, 
no  refunds  and  no  free  service.  Sales 
peaked  in  1992  at  $245  million. 

Unfortunately  for  Terada,  that  was 
also  around  the  time  Compaq  Com- 
puter introduced  low-cost  PCs  to 
Japan,  and  new  independent  nation- 


Yoshio  Terada, 
Step's  president 
The  retailing 
world  that  Step 
was  designed  to 
compete  against 
disappeared. 
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Let's  consider  what  you've  just  hit  upon.  A  rather  impressive 


Granted,  side  airbags  are  but  one  part  of  the  LS  400s  battery  of 


ifety  development  known  as 


le  Lexus  front  seat-mounted 


de-impact  airbag.  A  standard 


■ature  for  both  passenger  and 


river  in  the  1997  Lexus  LS  400. 


Indeed,  "seat-mounted" 


re  the  operative  words  here. 


iter  all,  it  is  the  only  such 


onfiguration  in  the  prestige 


33%  Of  All  Car 

Accidents  Are  Side- 
Impact  Collisions. 
Good  Thing  You  Ran 
Into  This  Ad  First. 


safety  systems.  Including  dual 


front  airbags,  a  high  tensile- 


strength  steel  cabin,  rigid  side- 


intrusion  beams  and  three-point 


pre-tensioning  front  seatbelts. 


And  while  these  techno- 


logical precautions  are  exem- 


plary, they're  no  replacement 


for  the  best  safety  feature  of 


rxury-car  class.  Designed  to  help  provide  side-impact  protection  that  all- the  cautious  driver.  For  more  information,  visit  us  on  the  Web  at 
•avels  with  you.  Wherever  you  happen  to  place  the  14-way  adjustable,       www.lexus.com  or  call  800-USA-LEXUS  for  the  dealer  nearest  you. 


;ather-trimmed  seats.  (How's  that  for  comfort?) 


And  please,  be  careful  out  there. 


Tlie  Relentless  Pursuit  Of  Perfection, 


H996Uxus,  A  Division  Of  Toyota  Motor  Sales,  U.S.A.,  Inc.  Crash  statistic  source:  National  Highway  Traffic  Safely  Administratis.  1994.  To  avoid  serious  injury,  always  near  your 
albeit  and  obey  all  speed  laus.  Driver's,  front  passenger's  and  front  seat-mounted  side-impact  airbags  arc  supplemental  restraints  i>nl\  I'm  the  dealer  nearest  you,  call  80Q-872-S398. 


Basic  Black?  Hardly! 


The  new  IBM  Aptiva  S  series . . 

IBM  power  and  performance  with  a  radical  new 
under  the  multimedia  monitor  so  you  can  stash 
6  ft.  away.  New  3-D  graphics,  home  auto- 
mation software,  cordless  mouse  and  stow- 
away keyboard  complete  the  ensemble.  For 
a  store  near  you,  call  1-800-THE-SHACKs«. 

Intel  Is  a  registered  trademark  of  Intel  Corp. 


.  no  ordinary  computer. 

design.  Floppy  and  CD  drives  pop  up 
the  CPU  (with  Intel  processor)  up  to 


RadioShack 

You've  got  questions. 
We've  got  answers.® 


Simplified  Keogh® 

MAXIMIZI 

i  TUUK 

1996  TAX 

DEDUCTION 

Contribute  up  to  25%  of  your  pretax  income.  If  you're  a  self- 
employed  individual  or  small-business  owner,  a  T.  Rowe  Price  Simplified 
Keogh  can  help  you  maximize  your  tax  savings.  You  may  be  able  to  con- 
tribute up  to  25%  of  your  pretax  income  (up  to  a  maximum  of  $30,000)  to 
a  Simplified  Keogh  retirement  plan.  This  tax-sheltered  account  will  allow 
you  to  defer  taxes  on  your  contributions  and  any  earnings  until  you  begin 
withdrawing  the  money. 

Choose  from  49  no-load  funds.  T.  Rowe  Price  offers  a  wide  range  of 
funds  that  allow  you  to  implement  a  full  range  of  investment  strategies.  And, 
our  retirement  plan  specialists  are  available  to  provide  answers  to  any  ques- 
tions you  may  have  about  the  funds  or  setting  up  your  Simplified  Keogh 
retirement  plan. 

Call  today  for  a  free  kit  and  prospectus 
1-800-831-1455 

hup:  I '/www.  trowephce.com 

Invest  With  Confidence®vj^t 

T.RoweRice  fik 


Prospectus  contains  mo-e  complete  information,  including  management  fees  and  other  charges  and  expenses.  Please  read 
it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  KE0032940 


al  electronics  chains  began  wrestlir 
pricing  power  away  from  Japan 
once  omnipotent  supplier  cartels.  Tl 
retailing  world  that  Step  was  designs 
to  compete  against  disappeared. 

End  of  story?  Terada  tells  tl 
Japanese  press  he'll  be  back.  Analys 
are  skeptical.  The  electronics  di 
counting  game  has  already  gone  1 
national  chains  with  greater  buyir 
power.  -Kazumi  Miyazav 

Fish  story 

In  our  Money  Guide  four  years  ag 
(June  22,  1992),  we  explained  how  1 
buy  salmon  fishing  rights  in  Scotlan 
A  deep  recession  and  troubles 
Lloyd's  of  London  were  choppir 
down  the  wealth  of  many  members 
Britain's  upper-middle-class  hous 
holds,  which  own  most  of  tl 
nation's  best  fishing  rights.  Sudden 
some  highly  desirable  rights  we: 
coming  on  the  market,  and 
bottom-fisher  prices.  "By  keepir 
one's  ear  to  the  ground,  the  once-ii 
a-lifetime  purchase  may  be  achieve 
and  at  bargain  prices,"  said  fishir 
rights  broker  Jonathan  Kennedy. 

He  was  right.  Four  years  later  the 
are  no  bargains  at  the  top  end  of  tl 
market  favored  by  fly-fishing  purisl 
This  summer,  rights  to  fish  one -ten 
of  the  lower  Oykel  River  came  up  fi 
sale,  part  of  a  large  estate.  The  Oyk 
is  a  fly-fishers-only  river  in  the  favorc 
Northeast  of  Scotland.  The  one-ten 
share  of  the  Oykel's  average  annu 
1,067-fish  catch  sold  quickly  for  ov 
£900,000— almost  $15,000  a  fish- 
probably  above  what  it  would  ha' 
brought  in  1992. 

But  the  market  has  become  pola 
ized.  At  the  low-to-middle-en< 
where  everything  from  prawn  fishir 
to  Toby  spoons  is  allowed,  properti 
are  more  reasonable.  The  "Bolesidc 
beat  on  Scotland's  River  Tweed  h 
been  on  the  market  for  two  years;  tl 
price  has  dropped  to  around  $12,0C 
a  fish.  Less  famous  rivers  can  be 
for  about  $8,000  a  fish. 

■  "Very  few  good  salmon  beats  a 
coming  on  the  market,"  says  brok 
Kennedy,  now  at  London's  Cleg 
Kennedy  Drew  Ltd.  "The  market  h 
become  more  sophisticated,  with  pu 
chasers  knowing  the  differeno 
between  good  and  bad  beats." 

-Richard  C.  Morais  ■ 
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Beagle 


With  a  mind 
of  its  own, 
can  you  really 
train  a  beagle 
to  be  your 
best  friend? 


PAPERPORT  Vx  MEANS  YOU'LL  NEVER 
AGAIN  HAVE  TO  WASTE  TIME  RETYPING 

It  can  scan  thousands  of  words  in  minutes — 
from  virtually  any  type  of  document.  Reports. 
Memos.  Letters.  Then  PaperPort  Vx's  integrated 
OmniPage  LITE™  OCR  software  converts  these 
words  to  digital  format  so  they  can  be  edited 
or  copied. 


PAPERPORT  Vx  KEEPS  TRACK 
Of  YOUR  CONTACTS  

Tired  of  forgetting  people's 
names  and  numbers?  Just  scan 
business  cards  into  PaperPort, 
and  its  CardScan  SE™  soft- 
ware automatically  creates  a 
file  of  your  business  contacts — 
all  on  your  personal  computer. 


Beagle 


Beagle 


<  s"<Mm  — ^ 

HUDSON  INC 


PAPERPORT  Vx  FITS  EASILY  INTO 
YOUR  WINDOWS  OR  MAC  SYSTEM 

It's  sleek  and  small.  It  rests  right 
between  your  keyboard  and  monitor. 


D 


oes  everytnm 

Except 


make  collet'. 


V  I  S  I  O  N  E  E  R 


PAPERPORT! 


err: 

) 

"""IT 
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HOPE  FOUND 
FOR  PACK  RATS 

NEW  YORK.     K  ....  i.  will 

itluic  J  '"J-*1  ^ui  •Ji'*"  ihe« 

Amniw'*  24  billion  n«dt  ran — 
lime  imong  ui  wli»  intm  00  IkjU 
nig  onto  iA  old  nuffi- 

uik  irudo.  *nd  nr»T  rfipfi.niji  In 


1.1...... 


vonnrl  de«imined  <hji  p»tk 
brhlnM  wii  in  bd.  lomptncl* 
nofnul  tnti  tn  mbtrtni  part  o< 
hum  in  The  c»>  i!k>  dxcov- 

cimvinje.1  <tin  n*u)d  Ci. t  ihc  ilu< 
m-uollccooo  Kjhtt.  it  p>*n  the  right 
i  xJi  Rook  fern  ill  nam  in  ■  qoea 


PAPERPORT  Vx  GETS 

RID  OF  CLUTTER  

Then  there  are  all  of  those 
recipes,  financial  statements, 
Dear  Binky  columns,  and 
newspaper  articles  you  just 
can't  bear  to  part  with.  You 
can  use  PaperPort  to  scan 
paper  as  long  as  30  inches, 
and  photos  in  up  to  256 
shades  of  gray.  So  you  can 
save  them  forever,  and  get 
rid  of  the  originals — with 
no  remorse. 


PAPERPORT  Vx  MAKES 

SMART  ARCHIVES  

Imagine  never  having  to  rummage 
to  find  an  important  slip  of  paper: 
PaperPort  lets  you  create  archives  of 
critical  documents — receipts,  invoices, 
your  car  registration,  even  those 
love  notes  from  the  7th  grade. 


PAPERPORT  Vx  PUTS  POWER 
BEHIND  YOUR  E-MAIL  

You're  reading  the  Sunday 
paper  and  come  across  a  hot 
article  about  your  competition. 
So  you  scan  it  in,  annotate  it, 
and  e-mail  it  to  your  sales 
team  overseas — giving  them 
the  data  they  need  to  win  a 
big  account  Monday  morning. 


BE 


PAPERPORT  Vx  IN 
THREE  EASY  STEPS 

Feed  in  a  docu- 
ment. In  as  quick 
as  2  seconds, 
it's  scanned 

2.  Drag  and  drop  it 
onto  more  than  100 
popular  applications. 

3.  Edit,  copy,  print, 
e-mail,  fax,  file,  or 
tweak  the  material 
as  necessary. 


PAPERPORT  Vx  TURNS  YOUR 
PRINTER  INTO  A  COPIER, 
AND  YOUR  COMPUTER  INTO 
A  FAX  MACHINE  

Save  desk  space — not  to 
mention  dollars.  Scan  a  docu- 
ment into  PaperPort  and  print 
it  from  your  personal  computer. 
Or  save  your  paper  and  fax  it, 
using  your  modem. 

YES,  FEED  ME  MORE...  

1-800-787-7007,  ext.  753 

http://www.visioneer.com 

Or  contact  an  authorized  reseller. 


PAPERPORT 
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By  Julie  Androshick 


"Get  it 
right,  get  it 
fast,  get  it 
over  with 
and  get  out." 

Warren  Buffett,  who 
served  as  interim 
chairman  at 
Salomon  Brothers 
for  nine  months 
and  four  days, 
talking  about 
Salomon's  Treasury 
bond  scandal. 


How  the  chief  executive  handles  himself  in  a  crisis  can  mean  life  or  death, 
for  these  are  moments  when  every  employee  looks  to  the  boss  for  leader- 
ship. Below,  five  chief  executives  relive  for  Forbes  events  that, 
handled  badly,  could  have  shattered  the  businesses  they  run. 


John  Ryan  III 
Chief  Executive 
Mine  Safety  Appliances  Co. 
On  a  Thursday  in  March  1995,  one  of  our 
compressed  air  cylinders,  part  of  a  self-con- 
tained breathing  apparatus  used  by  firefighters, 
exploded  at  a  fire  station  in  Detroit.  My  biggest 
fear  was  that  another  cylinder  would  go  off  and 
someone  would  get  killed.  We  got  the  message 
at  our  customer  service  center  in  Pittsburgh  at 
7:30  in  the  morning.  We  weren't  really  pre- 
pared. We  had  to  pull  together  a  crisis  team  ad 
hoc.  It  was  me  and  our  senior  officer. 

Eric  Beck,  our  product  manager  at  our  head 
office  in  Pittsburgh,  flew  to  Detroit,  where  he 
spent  part  of  the  morning  trying  to  chase  down 
the  facts.  Lacking  equipment,  our  team  had  to 
ask  firefighters  to  videotape  the  scene  of  the 
accident.  Our  team  was  using  pay  phones  at  the 
fire  station  and  had  to  talk  in  front  of  the 
media,  which  had  gathered  at  the  scene.  Lack 
of  a  mobile  communications  system  slowed 
down  our  efforts  to  gather  information.  We 
needed  to  know  whether  the  cylinder  exploded 
due  to  a  manufacturing  flaw  or  due  to  external 
causes. 

Thursday  evening  we  still  didn't  know,  but 
assumed  the  worst  and  ordered  a  stop-use  for 
this  family  of  cylinders  to  our  distributors  and 
fire  stations.  We  posted  our  written  communi- 
cations on  various  fire  service  news  groups 
on  the  Internet  like  the  Com- 
puServe Safety  Forum  and 
the  America  OnLine  Emer- 
gency Service  Forum. We 
had  to  be  sure  we  did 
everything  in  our  power 
to  protect  human  life. 
Saturday  we  saw  the 
tape  for  the  first  time. 
There  was  a  cut  in  the  cylin- 
der. It  had  been  run  over  by  a 
firetruck.  We  knew  that  this 
could  have  weakened  the  cylin- 
der   enough    that   it  would 
■      explode.  Had  there  been  better 
9    communications  technology, 
l  ^    there  would  have  been  no  need 
for  the  stop-use  order  and  we 
would  have  saved  a  lot  of  time. 


1 

■  X 


Craig  Weatherup 

Chief  Executive 
Pepsi-Cola  Global 

On  Thursday,  June  10,  1993,  a  man  found  a 
syringe  in  a  Pepsi  can.  Within  48  hours,  more 
reports  of  syringes  in  cans  began  coming  in  from 
all  over  the  country.  Our  95 -year-old  trademark 
was  at  risk.  We  looked  guilty  to  everyone. 

What  helped  get  us  through  the  crisis  was  the 
way  we  dealt  with  the  media.  I  was  totally  avail- 
able. We  had  a  conference  room,  and  I  lived 
there  for  72  hours.  We  got  hundreds  of  calls 
from  franchisees  and  the  media,  and  we 
answered  every  one.  We  did  every  interview,  no 
matter  how  small.  One  day  we  did  300  calls.  We 
updated  a  fact  sheet  sometimes  ten  times  a  day. 

We  knew  that  it  wasn't  a  manufacturing  prob- 
lem, that  it  was  fraud,  and  we  needed  to  get  the 
facts  out  about  how  we  make  our  products.  So 
we  got  a  video  on  the  news  showing  our  can 
manufacturing  lines.  They  showed  all  the  cans  in 
the  assembly  line  were  turned  upside  down 
before  they  were  filled,  etc.  We  got  an  immedi- 
ate response  from  the  video. 

On  Wednesday  a  manager  from  a  store  in 
Denver  who  saw  our  tape  on  the  news  produced 
a  surveillance  tape  of  a  woman  shopper  putting 
a  syringe  in  an  open  Pepsi  can.  We  provided  the 
tape  to  every  news  station  that  asked  for  it. 

Paul  Lewis 

Chief  Executive 
MC2  Corp. 

One-third  of  our  office  building  collapsed  in  a 
blizzard  last  January.  We  support  computer  net- 
work systems,  so  all  of  our  700  clients,  including 
AT&T  and  Johnson  &  Johnson,  were  cut  off.  I 
was  30  years  old  when  this  happened  and  had 
never  had  a  crisis — I  grew  up  fast. 

We  called  our  insurance  company,  Commer- 
cial Union.  We  thought  we  had  business  con- 
tinuation insurance  and  in  fine  print  we  didn't. 
There  was  nothing  for  it  but  to  rip  out  com- 
puters, files,  and  other  key  things  we  needed 
and  move  them  to  the  warehouse,  where  30 
people  were  squeezed  into  a  1,200  foot  space. 
It  was  like  a  sweatshop.  We  had  to  rent  phones, 
desks.  We  lost  a  few  hundred  thousand  dollars 
in  the  first  two  months.  We  owed  the  IRS 
$50,000  for  payroll  taxes.  They  said  pay  us  or 
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The  Merrill  Lynch  Planning  Difference 


Debt  can  be  a  liability.  But  it  can  also  be  an  asset. 


The  Olsons  purchased 
their  home  with  a 
$50,000  down 
payment  and  financed 
the  other  80% 
with  a  30-year  mortgage. 


Down  the  street,  the  Lloyds  purchased 
theirs  using  100%  financing  with 
the  Merrill  Lynch  PrimeFirsf 
Self- Directed ' "  mortgage. 


No  down  payment  and  interest- 
only  payments  for  the  first  10  years 
mean  the  Lloyds  maximize 
liquidity  and  tax  deductibility. 


Because  they  put  zero 
down,  they  didn't  have 
to  liquidate  any  securities. 


Greater  liquidity  helps  the 
Lloyds  afford  their  summer  house. 


By  refinancing  their  car  loan  with 
a  tax-deductible  line  of  credit  from 
the  equity  in  their  second  home,  they 
lowered  their  interest  rate. 


Conventional  wisdom  says  investors  should  focus  on  their 
assets  and  carry  as  little  debt  as  possible.  But  many  individuals 
are  now  learning  that  to  build  net  worth,  you  have  to  manage 
what  you  owe  as  well  as  what  you  own. 

At  Merrill  Lynch,  we  call  this  Liability  Management™.  It's 
the  strategic  complement  to  asset  management  that  encompass- 
es your  home  financing,  personal  credit,  investment  financing 
and  business  financing  needs. 

And  no  other  firm  can  match  the  range  of  innovative 
credit  products  we  have  to  help  you  in  all  these  areas,  including 


mortgages,  lines  of  credit  and  securities-based  lending. 

A  Merrill  Lynch  Financial  Consultant  can  work  with  you  to 
structure  a  financial  plan  that  builds  your  overall  net  worth  by 
managing  both  sides  of  your  balance  sheet.  You  can  reduce  your 
credit  costs  while  maximizing  liquidity,  tax  deductions  and 
investment  performance. 

So  instead  of  fewer  liabilities,  maybe  what  you  really  need 
are  smarter  ones.  Learn  how  Liability  Management  can  work 
for  you.  Contact  a  Merrill  Lynch  Financial  Consultant  today  or 
call  1-800-MERRILL,  ext.  1770.  http://www.ml.com 


The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 

PrimeFirst  is  a  registered  trademark  ot  Merrill  Lynch  &  Co.,  Inc.  Self-Directed  and  Liability  Management  are  service  marks  of  Merrill  Lynch  &  Co.,  Inc.  Eligible 
securities  are  pledged  as  additional  collateral  for  100%  financing.  100%  financing  is  not  available  in  all  states.  Consult  your  tax  advisor  tegarding  tax  deductibility  of  mortgage 
interest.  Financing  provided  by  Merrill  Lynch  Credit  Corporation,  4802  Deer  Lake  Drive  East,  Jacksonville,  FL  32246,  an  Illinois  and  Georgia  Residential  Mortgage  Licensee 
and  Licensed  Mortgage  Banker — NJ  and  NYS  Banking  Departments,  Real  Estate  Broker — CA  Department  of  Real  Estate,  AZ  Lie.  BK  10071. 


Secondary  Mortgage  Lender. 


)1996  Merrill  Lynch  &  Co.,  Inc. 
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The  most  crisis- 
prone  industries, 
measured  by  the 
amount  of 
negative  news 
coverage  they 
generated  during 
1995,  are: 

Securities 
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Source:  Institute  for  Crisis  Management. 


we  will  put  you  out  of  business. 

We  decided  we  would  take  a  different 
approach.  We  publicized  what  happened  and 
asked  our  clients  for  patience.  It  was  a  gamble 
but  worked.  A  client,  Micro- Exchange,  located 
in  Nutley,  N.J.,  sells  computers  and  lent  us  a  full 
office  setup  of  computers.  I  called  anyone  that 
had  a  large  receivable  and  told  them  about  our 
disaster  and  they  paid  up. 

The  IRS  abated  interest  and  penalties  on  the 
back  payroll  taxes.  Our  bank,  Summit  Bank, 
increased  our  revolving  credit  line  from  $50,000 
to  $200,000.  Being  in  a  smaller  space  made  me 
notice  things.  I  got  to  see  certain  employees  take 
the  initiative  and  others  who  didn't  give  a  damn. 
Less  than  half  of  the  employees  were  doing  all 
the  work.  I  fired  the  ones  that  weren't.  I  also 
noticed  tons  of  paperwork  bouncing  from  desk 
to  desk.  We  bought  a  new  accounting  system 
that  will  streamline  our  order  entries  and  price 
quoting. 

We  weren't  prepared  for  the  crisis,  but  we 
have  the  survival  instinct.  We  also  have  a  new  line 
of  business:  disaster  recovery  packages  for  our 
clients.  We  have  built  it  into  a  nice  package  and 
are  making  a  nice  profit — we  should  do  $12  mil- 
lion in  sales  by  1997. 

Frank  Vega 

Chief  Executive 

Detroit  Newspaper  Agency 

Our  system  was  prepared  for  the  strike  at  the 
Detroit  Free  Press  and  the  Detroit  News  in  July 
1995.  In  1992  the  unions  were  threatening,  and 
we  put  together  a  very  comprehensive  strike 
plan.  The  unions  had  always  had  the  capability 
to  shut  down  the  papers,  but  technology  has 
changed  that  in  the  Eighties  and  Nineties.  We 
planned  security  issues,  which  include  passwords 
on  computers,  locks  that  are  changeable  at  a 
moment's  notice,  etc.  We  pre-identified  how 
many  pressroom  people  we  would  need,  how 
many  composing  room  people,  how  many 
reporters.  Those  people  were  pulled  in  from 
other  Gannett  and  Knight- Ridder  newspapers. 
We  knew  where  these  employees  were  going  to 
park,  how  we  would  get  them  in  the  building, 


how  much  they  would  pay  for  parking.  We  had 
2,500  workers  walk  out  on  us  last  summer.  But 
we  brought  in  a  couple  of  thousand  people  to  fill 
in  the  jobs  of  those  that  had  left. 

As  a  result,  we  have  published  every  day  of 
the  strike,  which  is  now  in  its  sixteenth  month. 

Aaron  Feuerstein 

Chief  Executive 
Maiden  Mills 

The  loyalty  of  workers  is  crucial  if  you  expect 
to  come  out  of  a  crisis  successfully. 

The  fire  in  our  textile  mills  took  place  on  Dec. 
11,  1995.  By  the  time  I  got  to  the  mills  it  was 
out  of  control.  There  were  maybe  close  to  500 
people  inside.  My  own  workers  fought  the  fire 
with  the  fire  department  and  saved  the  people  in 
the  building.  Not  one  of  our  people  died. 

One  of  our  four  buildings  was  miraculously 
saved.  All  my  blue-collar  workers  and  white- 
collar  workers  began  working  day  and  night  to 
restart  production  there.  They  got  the  mill 
going  in  ten  days.  Three  weeks  after  the  fire 
they  were  putting  out  over  200,000  yards  of 
fabric  a  week. 

Such  worker  loyalty  is  earned.  We  always 
treated  our  employees  with  respect.  We  are  the 
only  textile  mill  in  the  area,  for  example,  with  a 
union  shop.  We  do  not  try  to  get  rid  of  our 
employees.  We  negotiate  with  the  Union  of 
Needletrades,  Industrial  and  Textile  Employees, 
and  every  three  years  have  given  our  employees 
reasonable  increases  in  wages  during  the  con- 
tract negotiations. 

My  competitors  were  running  to  cheaper 
labor  abroad.  I  think  they  gain  profitably  in  the 
short  term,  but  lose  in  the  long  term. 


What's  on  your  mind? 

If  you  are  a  business  executive,  whether 
with  a  big  company  or  a  small  one,  we'd 
like  to  know  what's  bothering  you  these 
days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 
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DOES  YOUR 
MARKETING  DIRECTOR 
know  THE  ROI  ON 
LAST  YEAR'S  AD  CAMPAIGN? 


Don't  be  surprised  if  the  answer  is  no.  After 


all,  a  lot  of  advertising  is  a  matter  of  faith,  not  fact. 


Unless  direct  mail  is  part  of  your  media  mix.  It's  the 


medium  that  lets  you  know  exactly  what  you  get  back 


for  every  dollar  you  spend.  And  that's  not  the  only  way 


direct  mail  proves  its  worth. 


With  mass  media,  you  could  spend  up  to  90%  of  your 


budget  talking  to  people  who  aren't  likely  to  buy  your  product.  With  direct  mail,  you  only  pay  for  the 
people  you  want  to  reach.  So  your  advertising  dollars  work  as  efficiently  as  possible. 

It's  no  wonder  that  last  year  American  business  sold  over  $356  billion  worth  of  products  through 
the  mail.  It's  simply  one  of  the  most  cost-effective  ways  to  spend  your  marketing  budget.  We  think  that's 


something  your  Marketing  Director  should  know.  Don't  you? 


DIRECT  MAIL  DELIVERS 


UNITED  STATES 
POSTAL  SERVICE, 


W9h  US.  Postal  Service. 


Foolproof  software? 

Sir:  I  found  it  an  amusing  coinci- 
dence to  be  reading  "Software  that 
pays  for  itself  (Parameters,  Oct.  21) 
as  a  co-worker  was  using  the  FedEx 
Web  site  to  track  the  delivery  of  a 
new  computer.  First,  a  search  at  the 
Web  site  couldn't  find  the  airbill 
number.  A  call  to  customer  service. 
Next,  the  airbill  number  works,  but 
doesn't  show  the  package  moving. 
Another  call  to  customer  service. 

In  short,  remember  two  things: 
there  are  always  unintended  conse- 
quences, and  "nothing  is  foolproof 
because  fools  are  so  ingenious." 
-Scott  Penley 
Mystic,  Conn. 

The  operative  question 

Sir:  Re  "First,  do  no  harm"  (Oct. 
21).  I  have  taken  pre-  and  postoper- 
ative care  of  hundreds  of  patients  and 
seen  the  wonderful  results  of  correc- 
tive surgery.  The  only  mental  changes 
I  have  seen  have  been  in  those  who, 
after  reading  articles  such  as  this, 
delay  or  postpone  their  surgery.  The 
acided  pain,  depression,  anxiety  and 
malnutrition  make  the  surgery  more 
complicated  and  increase  the  risk. 
-Bennett  W.  Kantola,  M.D. 
Santa  Monica,  Calif. 

Sir:  When  I  was  76  (two  years  ago)  I 
underwent  an  abdominal  aortal 
aneurysm  procedure.  I  think  my  sur- 
geon believes  that  since  I  survived,  it 
was  a  success.  My  golf  handicap  has 
gone  from  8  to  24.  My  reflexes  and 
balance  are  gone.  If  you  are  over  70 
and  you  have  a  choice,  do  not  do  it. 
-J.  Byron  Smith 
San  Antonio,  Tex. 


All  work 
and  no 


play. 


I  Sir:  It's  ironic 
'  that,  in  the 
j  same  issue 
\  (Oct.  21),  your 
Thoughts  on 
the  Business  of  Life  page  praises  play 
while  "Technology  for  technology's 
sake"  wails  on  wasted  time  playing 
solitaire.  Managers  since  Cheops' 
time  have  tried  to  make  workers  do 
what  they  should  by  outlawing  what 


they  want,  and  it  has  never  worked. 
You  judge  someone  on  his  produc- 
tion, and  if  he  plays  and  produces, 
maybe  playing  helps. 
-Davidson  Corry 
Burien,  Wash. 

Wealth  versus  fortune 

Sir:  Re  "The  Mouth  of  the  South 
puts  his  foot  in  it"  (Oct.  14).  You 
mention  Ted  Turner's  "charitable 
contributions"  as  being  mostly 
hokum.  Then  you  turn  to  the  Ford 
Foundation  and  its  leftish  causes  as 
proof  that  turning  ownership  of  sig- 
nificant assets  to  charitable  causes 
may  harm  productivity.  You  have 
confused  wealth-building  with  for- 
tune-holding. Ford  Motor  goes 
right  on  with  wealth-building  by 
producing  cars  regardless  of  what 
the  Ford  Foundation  does.  [Bill] 
Gates  giving  away  Microsoft  stock 
will  not  end  Microsoft's  production 
of  software.  Microsoft  is  the  wealth - 
builder;  Gates  is  the  fortune -holder. 
-Donald  Squier 
Pensacola,  Fla. 

Bring  on  the  cereal  wars 

Sir:  Re  "Denial  in  Battle  Creek" 
(Oct.  7).  Kellogg  and  the  other  cereal 
giants  always  claimed  the  cereal 
market  was  hotly  competitive  before 
this  year's  price  cuts.  Their  inflated 
$5-a-box  prices  and  50%  profit  mar- 
gins certainly  didn't  look  like  compe- 
tition to  me.  If  Kellogg's  executives 
actually  thought  that  cozy  situation 
was  tough,  wait  till  they  see  what  true 
price  competition  is  like. 
-Charles  E.  Schumer  (D-N.Y.) 
House  of  Representatives 
Washington,  D.C. 


Costly  details 


Sir:  Re  "It's  the  costs,  stupid"  (Oct. 
21).  Individuals  and  companies  can 
make  an  enormous  difference  in  their 
well-being  by  carefully  choosing 
where  to  locate.  But  they  should 
be  wary  of  misleading  claims  similar 
to  those  being  circulated  by  my 
home  state  of  Connecticut.  Your  arti- 
cle correctly  points  out  that  Con- 
necticut's overall  tax  burden  is  the 
highest  in  the  nation.  Yet  we  are  else- 
where described  by  our  Economic 


Resource  Center  as  an  economically 
attractive  state  with  reduced  income 
taxes.  Tax  reduction  as  defined  here 
is  a  whopping  $75  for  those  families 
earning  $75,000,  and  this  has  been 
offset  by  increased  property  and 
gasoline  taxes. 
-Richard  J.  Donovan 
Newtown,  Conn. 

Sir:  The  chart  with  "It's  the  costs, 
stupid"  indicated  incorrectly  that  the 
Philadelphia  region  experienced  a  6% 
job  loss  from  May  1991  to  May 
1996.  The  Philadelphia  region  actu- 
ally gained  22,300  jobs  during  that 
period,  for  a  1%  jobs  gain.  Having 
said  that,  we  in  city  government 
agree  with  your  thesis  that  high 
costs — whether  in  the  form  of  taxes, 
energy  costs  or  labor  costs — have  a 
dramatic  effect  on  the  ability  of  a 
region  to  attract  business  and  jobs. 
-Kevin  A.  Feeley 
Deputy  Mayor  for  Communications 
Philadelphia,  Pa. 

The  city  suffered  a  6%  loss  of  jobs; 
the  Philadelphia  region  gained  1%. 
We  regret  the  confusion. -En. 


The  strong, 
wealthy 
type? 

Sir:  I  must  com- 
mend you  on 
your  choice  of 
icons  for  the 
cover  of  the  Aug. 
26  Mutual  Fund 
Survey  issue.  The  strong  posture  of 
the  "Vigilant  Gryphon"  is  a  perfect 
representation  for  the  strength  we  all 
seek  in  mutual  funds.  I  sculpted  the 
piece  to  portray  the  strength  and 
nobility  associated  with  the  mythical 
griffins  that  guarded  the  wealth  of 
pharaohs  and  kings. 

As  a  sculptor  I  appreciate  the  flat- 
tery of  seeing  my  work  used  so 
appropriately,  but  am  very  disap- 
pointed that  the  illustrator  failed  to 
honor  my  registered  copyright.  All 
my  gargoyle-like  sculptures  are  copy- 
righted. Their  creation,  manufacture 
and  sale  provide  for  my  livelihood,  as 
well  as  that  of  my  employees.  * 
-Jay  W.  Hungate 
Framingham,  Mass. 
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THE  UNABRIDGED  VERSION 
OF  THE  SPORT  UTILITY  VEHICLE. 


Traditionally,  tke 
quintessential 
collection  of 
volumes  has  included  Thoreau,  Keats, 
and  Jane  Austen.  Today,  it  would  have 
to  inclu  de  the  Yukon  hy  GMC,  a 
vehicle  whose  interior  volume  is  an  unedited,  una  hridged  181 
cubic  feet.  With  triple-sealed  doors  and  extensive  sound 
insulation,  the  Yukon  would  make  even  the  most  meticulous 
librarian  feel  perfectly  at  home.  Or  if  you  prefer,  an  available 


compact  disc  sound  system  can 
transform  this  den 
of  tranquility  into  a  thunderous 
orchestra  hall.  The  Yukon  SLT's 
I  front  seats  are  another  indulgence, 
with  leather  seating  areas,  fold- 
down  armrests  and  power  lumbar  controls. 
So  look  up  the  Yukon  under  www.gmc.com 
or  call  1-800-GMC-8782.  It  truly 
redefines  the  sport  utility  vehicle. 


USA 

■QC 


Yukon 


OFFICIAL  SPONSOR  OF 
THE  1996  U  S  OLYMPIC  TEAM 


-MGZ 


COMFORTABLY 
IN  COMMAND' 


©  1000  CM  Corp.  All  rights  rested.  GM,  GMC, 
Yukon,  and  the  GMC  logo  are  registered  trademarks  of 
General  Motors  Corporation  Buckle  Up,  America! 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


3, 


v  J 


By  Steve  Forbes,  Editor-in-Chief 


DURING  THE 

President  Clinton  tirelessly  touted  his  success  in  cutting 
the  budget  deficit  60%.  The  credit  is  undeserved.  In  the 
first  half  of  his  term,  congressional  Republicans  and  con- 
servative Democrats  killed  Clinton's  notorious  stimulus 
package  and  his  deficit-shattering  attempt  to  nationalize 
American  medicine.  They  also  trimmed  other  Admini- 
stration spending  requests.  In  the  latter  half  of  his  term, 


CAMPAIGN 

the  GOP-controlled  Congress  appropriated  $58  billion 
less  than  the  President  had  asked  for. 

Clinton-Gore  also  claimed  credit  for  reducing  interest 
rates.  Actually,  Treasury  bill  rates  are  about  two-thirds  high- 
er than  when  Clinton  took  office,  and  the  yield  on  the  30- 
year  Treasury  bond  is  only  about  half  a  point  lower.  In  fact, 
long-term  interest  rates  reached  their  low  three  years  ago. 


MORE  TO  IMAGE  THAN  SPINNING  AND  LOBBYING 

Cable  companies  suffer  a  distinct  disadvantage  in  the    ture  of  good  service  at  any  cost,  even  though  his  corn- 


coming  epic  battles  with  telephone 
companies.  Many  have  not  yet  learned 
how  to  woo  customers  and  establish 
positive  brand  images  with  the  public. 

Cablers  traditionally  spent  time,  effort 
and  money  winning  monopoly  franchis- 
es from  local  politicians,  becoming  mas- 
ters of  inside  political  lobbying  and 
maneuvering.  But  they  have  not  been  as 
successful  in  pleasing  customers  as  the 
telcos  usually  have.  In  the  late  1880s, 
Theodore  Vail,  creator  of  the  until- 
1982-monolithic  AT&T,  fostered  a  cul- 


Theodore  Vail:  Good  service  reputa- 
tion—intangible but  priceless  asset. 

TRUE  CALLING 


pany  was  a  "natural  monopoly."  Unlike 
the  cable  companies,  Ma  Bell  made  con- 
siderable efforts  to  establish  company 
goodwill  and  recognition. 

Cablers  have  made  some  progress 
since  1992,  when  their  lack  of  Ma  Bell- 
like service  and  reputation  made  them 
sitting  ducks  for  regulation-loving  con- 
gressional politicians  who  reestablished 
price  controls.  But  the  industry  must 
fundamentally  rethink,  regear  its  modus 
operandi  if,  long  term,  it  is  to  give  the 
telcos  a  real  run  for  their  money. 


Of  COURSE,  the  real  future  of  cable  probably  lies  in  com- 
puter data  transmission  rather  than  in  providing  enter- 
tainment programming  to  consumers.  While  ordinary 
telephone  wires  will  soon  be  upgraded  to  handle  1.5  mil- 
lion bits  of  information  per  second,  cable  wires  can 


already  handle  five  times  the  traffic  and  could  one  day 
cope  with  computer-like  capacities  of  billions  of  bits. 
Cable  is  a  natural  for  the  Internet  era,  particularly  as 
direct  broadcast  satellites  successfully  invade  cable's  tra- 
ditional entertainment  turf. 


CONFOUNDING  THE  SKEPTICS 


Louisiana  political  observers  had 
initially  dismissed  the  oft-bearded 
businessman-turned-politico  Mike 
Foster  as  an  aberration.  Not  any 
longer.  The  surprise  winner  of  last 
year's  gubernatorial  election  is  rack- 
ing up  an  impressive  record. 

The  Cajun  state's  careening  bud- 
get has  been  reined  in;  spending 
growth  is  now  less  than  inflation.  The 
state's  sales  tax  on  food  and  electrici- 
ty has  been  cut  20%.  Higher  educa- 


Governor  Mike  Foster: 

sider  succeeds. 


Nonpolitical  out- 


turn, long  starved  for  capital  and 
expense  funding  because  the  previous 
governor  had  styled  himself  an  anti- 
intellectual  populist,  is  being  rehabil- 
itated. Professorial  pay,  sharply  lag- 
ging regional  norms,  has  been  boost- 
ed. Money  to  start  repairing  existing 
facilities  is,  at  last,  being  provided. 

Governor  Foster  has  enacted  some 
needed  ethical  reforms,  including 
elimination  of  full-time  retirement 
benefits  for  part-time  elected  offi- 
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cials  and  the  restriction  of  campaign  contributions  from 
gambling  consortiums. 

Most  impressive  is  an  array  of  tort  reforms  that  has  the 
personal  injury  lawyer  lobby  sputtering.  Deep-pocket 
damages  for  individuals  have  been  eliminated;  a  person 
can  only  be  held  accountable  for  his  or  her  actual  degree 
of  fault.  Other  idiocies  beloved  by  the  trial  bar  were  axed 
as  well:  Criminals  will  no  longer  be  able  to  collect  damages 
for  injuries  incurred  while  committing  felonies,  and  peo- 


ple and  companies  will  not  be  held  liable  solely  because 
they  own  property  on  which  somebody  injures  himself. 

Governor  Foster,  two  years  early,  paid  off  old  debts 
rung  up  by  the  state  to  cover  operating  expense  deficits. 
He  also  persuaded  the  legislature  to  make  Louisiana  the 
first  state  to  give  citizens  the  option  of  rolling  back  gam- 
bling within'  their  localities.  Foster's  predecessor  had 
given  gambling  interests  carte  blanche,  despite  intense 
local  opposition  in  various  parts  of  the  state. 


RE  JIGGER  BIG-LEAGUE  SCHEDULES 


The  quick  elimination  in  die  post- 
season playoffs  of  the  Cleveland 
Indians,  who  had  the  American 
League's  finest  win/lose  record, 
underscores  the  need  for  a  few  basic 
baseball  reforms. 

The  first  round  of  playoffs  should  be 
a  best-of-seven-games  series  instead  of 
the  current  best-of-five.  The  wild-card 
team  should,  at  most,  be  able  to  play 
only  two  of  these  potentially  seven  con- 
tests in  its  home  park,  thereby  giving  an 


Powerhouse  Cleveland  Indians:  Scalped 
because  of  playoff  flaws. 

A  TRULY  YANKEE  SPORT 


advantage  to  the  club  which,  a  la  the 
Indians,  had  proven  its  excellence  over 
the  regular  season.  To  accommodate 
those  possible  extra  games,  the  long 
season  should  be  shortened  from  the 
current  162  games  back  to  154,  the 
length  it  had  been  for  most  of  base- 
ball's existence. 

By  the  way,  the  American  League 
should  send  the  "designated  hitter," 
who  substitutes  for  the  pitcher  at  the 
batting  plate,  to  the  showers. 


That  extraordinary  World  Series  underscores  how 
quintessentially  American  baseball  is.  It  uniquely  com- 
bines, as  no  other  sport  does,  both  individualism  and 
teamwork.  Every  player  (except  American  League  pitch- 
ers) gets  to  bat.  Hurlers  intensely  duel  with  individual  hit- 

ARTISTIC 

To  the  Hilt — by  Dick  Francis  (G.P.  Putnam's 
Sons,  $24.95).  Biilliant-jockey-turned-brilliant- 
mystery- writer  has  given  his  fans  another  winner's 
circle  whodunnit.  An  eccentric,  aristocratic,  com- 
mercially successful  artist  finds  himself  in  mortal 
peril  as  he  receives  his  mother's  summons  to  go  to 
his  dying  stepfather's  bedside.  Our  solitary  hero 
then  fends  off  the  usual  Francis-esque  array  of  vil- 
lainous, sadistic  characters  and  ghasdy  physical 
attacks.  Great  antidote  to  fuming  while  endur- 


ters.  But  players  must  work  well  with  each  other  both  out 
on  die  field  and  in  advancing  base  runners  in  order  to  win. 

Baseball  is  also  a  good  metaphor  for  the  frustrations  of 
life,  not  to  mention  starting  a  new  business:  A  batter  is 
considered  superb  if  he  fails  to  hit  two-thirds  of  the  time. 

DETECTIVE 

ing  the  current  epidemic  of  airport  delays. 
Excerpt:  "The  Emily  Pd  known  had  been  forth- 
rightly  honest.  She  had  rid  herself  of  some  of  the 
owners  she'd  inherited  from  her  father  because 
they'd  sometimes  wanted  her  to  instruct  her  jockeys 
not  to  win.  There  was  a  world  of  difference,  she'd 
said,  between  giving  a  young  horse  an  easy  race  to 
get  him  to  like  the  game,  and  trying  to  cheat  the 
racing  public  by  stopping  a  horse  from  winning  in 
order  to  come  home  next  time  out  at  better  odds." 


RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  La  Reserved  West  49th  St.  (Tel.:  247-2993).  Few 
restaurants  match  the  pleasure  of  dining  here:  hushed  ser- 
vice, muted  lighting  and  warm  decor.  Enjoy  smoked 
salmon,  a  veal  chop  au  jus  and  a  chocolate  souffle.  For  a 
diner  with  dietary  restrictions,  a  simple  salad,  a  beautiful 
plate  of  steamed  vegetables,  as  well  as  fresh  strawberries 
and  raspberries,  were  produced  without  hesitation. 

•  Les  Celebrites — Essex  House,  160  Central  Park 
South  (Tel.:  484-5113).  Fun,  comfortable,  art  deco  inte- 
rior with  lots  of  elbow  room.  Food  is  intensely  rich  and  fill- 
ing; be  prepared  to  roll  out  well  stuffed.  Go  for  the  truf- 
fled free-range  chicken  or  the  napoleon  of  duck  and  pota- 
to. Very  expensive,  but  for  an  evening  intime,  it's  great. 

•  Rosa  Mexicano — 1063  First  Ave.,  at  58th  St.  (Tel.: 
753-7407).  Grande  dame  of  Mexican  restaurants,  with  the 
most  mouthwatering  fare.  For  appetizers:  ceviche  of  bay 


scallops  or  salpicon  de  jaiba — jumbo  lump  crabmeat  sauteed 
with  onions,  celery,  fresh  coriander  and  chiles,  served  chilled. 
For  main  courses:  the  budin  Azteca — a  multilayered  tortilla 
pie  with  shredded  chicken,  cheese  and  a  chile  poblano 
sauce — or  the  huitlacoche  (a  fungus,  the  Mexican  equiva- 
lent of  a  truffle)  specials.  Desserts,  rustic  and  wonderful. 

L'Auberge  du  Midi— 310  West  4th  St.  (Tel.:  242- 
4705).  Food  and  service  not  up  to  the  standards  of  similar 
establishments.  Soupe  au  pistou,  watery  and  tepid.  Rack  of 
lamb,  curiously  flavorless.  Desserts,  however,  verv  good. 

•  Shun  Lee  Palace— 155  East  55th  St.  (Tel.:  371-8844). 
Gets  better  and  better.  Refurbished  setting  is  striking  and 
handsome;  the  service  is  precise;  the  food  is  consistently 
exquisite.  Beijing  duck  lives  up  to  its  reputation.  Other  treats: 
grilled  scallops  served  in  a  shell,  baked  lobster  Cantonese 
style,  and  Shanghai -style  sauteed  handmade  noodles.  H 
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On  vacation,  we 
find  it  really  easy  to 
take  lots  of  luggage. 

Luckily  so  does 
our  suitcase? 


Our  family  used  to  be 
bogged  down  every  time 
we'd  travel. 


There 

was 

no  way  to 
carry  all  our  bags  at  once. 
Jut  with  the  new  Epsilon 
Mggyback8  from  Samsonite, 
ill  that's  changed.  I  can 
oad  on  one  bag  with 
he  QuickHook®  or 
'veryone's  bags  with 
he  Piggyback  strap, 
md  I'm  flying  with  one  hand. 
With  its  streamlined  design  and  extra- 
vide  wheelbase,  it  really  moves.  I  can  even 


adjust  the  height  of  the  curved  handle 
to  my  most  natural  pulling  position: 
hunched  over,  hanging  on  to  a 
bouncing  little  kid.  But  thanks  to 
Samsonite  Brands,  travel  has 
never  been  easier. 


'  W  http://www.Samsonite.com  or 
call  1-800-262-8282  for  more  information. 


Make  your  next  trip  an  EZ  oner 


Samsonite 


Samsonite!  A  proud  member  of  the  Samsonite, 
American Tourister'  and  Lark*  family. 


©1996  Samsonite  Corp 


A  promise  that  some  things  are  more  important  than  leaving  the  house  at  7:15. 


A  promise  not  to  care  if  you'd  rather  play  the  drums  than  foothall. 


A  promise  to  always  he  hehind  you  even  when  you're  on  your  own. 


Nothing  b  inds  us  one  to  tke  other  like  a  promise  kept.  For  more  than  140  years,  we've  been  helping  people 
keep  their  promises  by  ensuring  we  have  the  financial  strength  to  keep  ours.  That's  why  families  and 
businesses  rely  on  us  to  insure  their  lives  and  their  financial  future.  We  help  you  keep  your  promisesf 

Life    &    Disability    Insurance    ❖    Annuities    ❖    Pension    &    Retirement    Products    •>    Investment  Management 


©1996  Massachusetts  Mutual  Lite  Insurance  Co.,  Springfield,  MA  01111  •  http  //www  massmutual.com 
Securities  products  and  services  offered  through  MML  Investors  Services.  Inc  .  a  MassMutual  subsidiary 


(§)  MassMutual 

The  Blue  Chip  Company™ 


Other  Comments 


A  Real  Holiday 

We  should  celebrate  Thanksgiving  as 
the  last  holiday  thai  hasn't  been  taken 
away  from  us.  No  cute  bunny.  No 
speeches  celebrating  democracy.  No 
collection  of  seven  nearby  presidential 
birthdays.  No  pressure  to  make  this  a 
"Thanksgiving  to  remember."  Just  four 
days  off  and  one  really  good  meal.  And 
no  kids  waking  you  at  5  a.m.  to  see  if 
some  turkey's  come  down  die  chimney. 
-Robert  W.  Gardner, 
Wall  Street  Journal 

Thank  the  GOP 

It  appears  that  the  supply-side  philos- 
ophy that  low  tax  rates  and  expendi- 
ture controls  are  the  key  fiscal  tools  for 
promoting  state  economic  competi- 
tiveness is  the  new  governing  doctrine 
in  the  nation's  state  capitals.  1995  was 
the  largest  tax-cutting  year  for  states  in 
more  than  a  decade  [and]  no  states 
have  enacted  major  tax  increases  over 
the  same  period  of  time.  Since  1994 
many  states  have  held  spending  at  or 
below  the  rate  of  inflation.  This  year 
state  general  fund  expenditures  are 
projected  to  grow  just  2% — the  small- 
est increase  in  14  years. 
-Stephen  Moore  and 
Dean  Stansel,  Cato  Institute 

Act  Your  Age 

On  the  subway  [recendy]  I  saw  a 
baby  swinging  from  the  overhead 
bar,  flanked  by  two  teenage  girls  who 
thought  this  a  great  way  to  entertain 
their  little  sister.  I  said,  "That  baby  is 


going  to  get  hurt.  You  better  sit 
down  with  her  on  the  seat."  The-kids 
gave  me  one  of  those  "Who  do  you 
think  you  are?"  looks,  but  they  took 
the  baby  off  the  bar  and  sat  down. 

My  fellow  passengers  [sat]  en- 
grossed in  their  newspapers  and 
books.  They  had  chosen  not  to  get 
involved.  Were  they  afraid  to  interfere? 

I  live  in  a  big  city.  I  know  that  there 
are  violent  armed  children  out  there. 
But  I  am  convinced  that  I  can  contrib- 
ute to  the  larger  solutions  by  refusing 
to  recoil  from  kids  just  because  diey  act 
like  kids.  A  lost  child  who  encounters 
fear  instead  of  concern  is  twice  lost. 
-Lucie  Prinz,  Atlantic  Monthly 

Deep 

Right  whales,  it  has  been  discovered, 
can  sail.  They  stand  on  their  heads, 
with  their  large  tails  out  of  the  water  as 
a  sail.  They  use  their  dorsal  fins  as  keel 
and  their  flippers  as  rudder,  so  they 
can  tack — a  technique  it  took  mankind 
thousands  of  years  to  acquire! 
-Elizabeth  Mann  Borgese, 
The  Drama  of  the  Oceans 

Filling  a  Great  Void 

Opponents  suggest  that  United 
States  Information  Agency  broad- 
casts are  superfluous  when  CNN  is 
being  beamed  around  the  world,  and 
the  Internet  is  reaching  into  the  for- 
mer Soviet  bloc  and  the  Arab  world. 

But  agency  officials  vehemently 
disagree.  "For  people  who  five  in 
hotels  and  speak  English,  CNN  is 


great,"  said  Geoffrey  Cowan,  direc- 
tor of  Voice  of  America.  "But  most 
people  don't  live  in  hotels  and  don't 
speak  English.  That's  where  we  come 
in.  We  broadcast  in  47  languages." 
-Steven  Greenhouse, 
New  York  Times 


It  breaks  your  heart.  It  is 
designed  to  break  your  heart. 
The  game  begins  in  the  spring, 
when  everything  else  begins 
again,  and  it  blossoms  in  the 
summer,  filling  the  afternoons 
and  evenings,  and  then  as  soon  as 
the  chill  rains  come,  it  stops  and 
leaves  you  to  face  the  fall  alone. 
-A.  Bartlett  Giamatti,  former 
baseball  commissioner,  Tale 
Alumni  Magazine  and  Journal 

Flatly  Defeated 

George  McGovern,  at  a  discussion 
of  the  [flat  tax],  approached  it  by  say- 
ing yes,  there  is  a  flat-tax  constituen- 
cy in  America,  just  as  there  is  a  Flat 
Earth  constituency.  But  that  levity 
didn't  quite  go  over  with  the  1,200 
students  assembled  at  the  forum.  A 
poll  taken  among  them  revealed  that 
35%  approved  of  a  flat  tax,  26% 
opposed  it,  and  39%  were  undecided. 

For  McGovern  to  face  those  fig- 
ures must  have  reminded  him  of  the 
electoral  count  on  Nov.  8,  1972, 
when  he  found  that  his  own  con- 
stituency was  reduced  to  the  District 
of  Columbia  and  Massachusetts. 
-William  F.  Buckley  Jr., 
Conservative  Chronicle 

Salad  Daze 

At  any  buffet  or  Town  Hall  supper, 
the  green  salad  goes,  and  the  bean 
salad  goes.  So  does  the  potato  salad 
and  the  fruit  salad  and  even  that  slop- 
py-looking  bowl  of  coleslaw.  But  there 
sits  the  molded  salad,  quivering,  like 
the  chin  of  the  lady  who  brought  it. 

Like  television,  gelatin  is  too  often 
a  vehicle  for  limp  leftovers  that 
couldn't  make  it  anywhere  else. 
-Peg  Bracken,  Peg  Bracken's  Appen- 
dix to  The  I  Hate  to  Cook  Book  H 
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It's  ready.  The  new  Falcon  900EX  is  now  fully  certified — and 
prepared  to  handle  your  global  travel  needs. 

This  long-range  business  jet  can  whisk  you  across  an  ocean 
(any  ocean)  in  luxurious  widebody  comfort  and  trijet  safety. 

No  other  certified  business  jet  can  match  its  demonstrated 
ability  to  fly  9000  nm  with  only  one  stop.  Speed  is  a  bonus,  too, 
crossing  the  Atlantic  at  .84  Mach. 

This  Falcon  can  fly  you  in  and  out  of  small,  3000-ft  fields  near 
sea  level.  Or  challenging  mountain  strips  like  Aspen  and  Telluride 
in  the  heat  of  summer. 

The  900EX  is  amazingly  economical,  costing  less  to  operate  than 
other  large  cabin  jets,  or  even  some  of  the  older  midsize  models. 

More  than  simply  a  choice  in  long-range  business  jets,  this 
Falcon  represents  the  new  gold  standard  in  performance,  comfort 
and  value  among  all  business  jets.  To  learn  more,  call  John 
Rosanvallon  in  the  U.S.  at  (201)  967-2746  or  Jean-Claude  Bouxin 
in  Paris  at  (331)  40-83-93-08. 

THE  NEW  FALCON  900EX 
CERTIFIED  AND  PROVEN 


WHAT  MICHELANGELO  WOULD  HAVE  CREATE 

The  world's  automotive  press  have  declared  it  nothing  short  of  a  masterpiece.  Presenting  the  1997  BMW  5  Series.  Stronc 


/eight.  Spacious  yet  nimble.  Luxurious  yet  involving.  Once  again,  BMW  elevates  engineering  to  an  art  form. 


THE  ULTIMATE 
DRIVING 
MACHINE? 


'I  know  its  late,  but  I'd  like  some 
susni.  How  far  do  I  nave  to  gfo?? 


You  needn't  ever  leave  trie  comfort  of  your  Four  Seasons  room  to  lie  transported  by  a  talented  chef. 
Room  service  menus  abound  with  regional  selections:  from  deep-dish  pizza,  to  stripe  d  b  ass  wi  thout  unwanted 
calories,  to  homemade  chicken  soup  at  midnight.  For  the  same  breadth  ol  choice  in  another  III 
unequalled  setting,  visit  our  restaurants  downstairs.  In  this  value-conscious  era,  the  demands 

T  1111  Four  Seasons  •  Recent 

or  business  demand  nothing  less.  To  reserve,  telephone  your  travel  counselor  or  F800"332"3442.  hotels  and  resorts 

Four  Seasons  •  Regenl.  Defining  lite  arf  of  service  al  4C1  in  li)  countries. 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


INDONESIA:  ANOTHER  PERSPECTIVE 


The  principal  conclusion  drawn  from  a  weeklong  trip 
to  Indonesia  and  Malaysia  is  that  we  need  to  know  far  more 
about  these  countries  than  most  of  us  do.  This  column  and 
a  later  one  will  be  devoted  to  these  extraordinary  lands. 

The  Republic  of  Indonesia  is  a  nation  of  nearly  200  mil- 
lion people,  who  inhabit  roughly  6,000  of  17,500  islands 
stretching  for  3,200  miles  between  the  Indian  and  Pacific 
oceans.  Indonesia  has  substantial  natural  resources,  includ- 
ing natural  gas,  oil,  gold  and  other  metals.  It  also  has  a  rapid- 
ly developing  manufacturing  center  and  an  economy  with 
an  average  growth  of  about  7%;  growth  for  1996,  however, 
is  estimated  to  reach  8%.  Because  there  is  such  a  large  pool 
of  workers,  Indonesia  has  underem- 
ployment, with  laborers  generally  not 
being  able  to  put  in  a  full  workweek. 
While  inflation  is  high,  it  appears  to 
have  stabilized  at  about  9%.  In  1994 
per  capita  income  was  $885,  but  it  is 
expected  to  exceed  $1,000  in  1996. 

Unfortunately,  what  most  of  us 
now  associate  with  Indonesia  are  the 
beauties  of  Bali,  the  disturbances  over 
the  territorial  status  of  East  Timor 
and,  most  recently,  the  campaign  con- 
tributions of  some  very  wealthy  In- 
donesians to  President  Clinton's  war 
chest.  There  is  a  great  deal  of  money  in  Indonesia,  and,  as  is 
often  the  case  in  rapidly  developing  countries,  it  is  controlled 
by  a  few  families,  many  of  whom  have  close  familial  or  busi- 
ness relationships  with  the  ruling  family.  Fueling  the  rush  of 
American  and  other  Western  business  firms  to  invest  in 
Indonesia  is  one  of  the  largest  privatization  programs  in  the 
region.  This  and  the  enormous  market  potential  of  its  own 
income-increasing  population  make  Indonesia  a  powerful 
magnet  for  foreign  capital.  But  prudent  investors  will  want 
to  study  carefully  the  political  stability  of  the  regime  and  the 
military's  relationship  with  the  government  and  the  region. 

President  Haji  Mohamed  Suharto  is  serving  his  sixth  term 
since  first  elected  in  1968.  The  electoral  process  is  complex. 
The  President  is  elected  by  the  People's  Consultative  As- 
sembly, which  is  made  up  of  500  indirectly  selected  dele- 
gates, as  well  as  the  House  of  Representatives,  which  con- 
sists of  400  elected  members  and  100  military  appointees. 
The  general  consensus  is  that  if  Suharto  wants  another  term 
as  President  he  will  have  it,  because  so  many  members  of  the 


CWW,  Governor  Djiwandono  of  Bank 
Indonesia:  Seeing  eye-to-eye  on  free  markets 


Assembly  are  either  appointed  by  or  beholden  to  his 
government.  If  the  75 -year-old  Suharto  is  chosen  again, 
most  people  feel  that  the  economic  policies  of  privatiza- 
tion and  relatively  free -market  capitalism  will  continue. 

Certainly  that  is  the  intention  of  J.  Soedradjad  Djiwan- 
dono, governor  of  Bank  Indonesia.  He  is  well  aware  of  the 
problems  incurred  by  development  and  growth.  While  27 
million  Indonesians  still  live  in  poverty,  that  is  14%  of  the 
population,  compared  with  60%  in  1970.  Each  year  it  is 
necessary  to  create  jobs  for  the  estimated  2.3  million  new 
people  seeking  employment,  which  requires  an  expanding 
export  base.  Increasing  development  unquestionably 
requires  greater  funding,  the  bulk  of 
which  must  come  from  domestic 
sources.  Currently  foreign  sources 
finance  about  7%  of  investment,  but 
the  country  has  to  reduce  its  foreign 
debt.  It  must  also  continue  econom- 
ic reforms  and  deregulation,  create  a 
more  diversified  economy  with  less 
reliance  on  oil  taxes,  reduce  inflation 
and  subsidies  on  food  and  oil,  and 
maintain  a  balanced  budget.  To 
remain  competitive  Indonesia  will 
need  to  make  large  investments  in 
education  and  infrastructure.  Key 
elements  to  development  are  Indonesia's  natural  re- 
sources, particularly  its  forests.  But  use  of  these  resources 
must  be  balanced  with  programs  to  preserve  them. 

Were  President  Suharto  not  to  run  again,  or  were  at- 
tempts to  force  him  and  his  active  family  into  far  less 
influential  positions  to  be  successful,  political  instability 
could  result.  But  the  opposition  is  certainly  not  now  suf- 
ficient to  suggest  there  will  be  any  change  in  government 
or  policy.  Our  highly  professional  and  effective  ambas- 
sador, J.  Stapleton  Roy,  is  acutely  aware  of  the  possible 
pitfalls  in  Indonesia's  future.  But  one  factor  that  cannot 
be  discounted  is  the  degree  of  our  Congress'  unhappiness 
with  Indonesia's  human  rights  policies,  as  well  as  its  dis- 
comfort with  those  contributions  to  Mr.  Clinton's  cam- 
paign. Indeed,  it  is  possible  that  Republican  criticisms 
may  lead  the  President  to  express  his  "deep  concern"  for 
and  even  "to  feel  the  pain"  of  the  citizens  of  East  Timor 
by  restricting — after  the  election — U.S.  trade  and  invest- 
ment in  Indonesia,  although  it  is  highly  unlikely.  ■■ 
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Formerly  known  as  the  services  group  of 
The  Dial  Corp,  Viad  is  the  dynamic  new  $2.3 
billion  corporation  that  owns  leading  com- 
panies in  four  growing  industries  -  Airline 
Catering  and  Services,  Convention  Services, 
Payment  Services,  and  Travel  and  Leisure. 

Power  and  the  Competitive  Advantage 

Each  of  the  Viad  companies  cultivates  a  compet- 
itive advantage  through  the  use  of  the  most 
advanced  technology  and  a  proven  commitment 
to  a  superior  level  of  service  in  its  industry 
niche. 

Travelers  Express,  America's  number-one  issuer 
of  money  orders,  owns  patented  technology 
which  allows  it  to  offer  efficient  money-order 
sales  to  more  than  45,000  retailers  nationwide. 
The  company  has  leveraged  its  technological 
edge  to  expand  into  walk-in  utility  payments, 
payroll  processing  and  the  expanding  home- 
banking  market.  As  a  result,  the  company  has 
seen  operating  income  grow  80  percent  in 
the  last  three  years. 
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txhibitgroup/Giltspur,  the  world's  number-one      Powerful  Heritage,  New  Company 


xhibition  agency,  has  aggressively  developed 
ew  income  sources  through  expansion  in  areas 
uch  as  multimedia  and  patented  display  tech- 
ologies. 

Power  and  the  Discernible  Difference 

Oobbs  International  focuses  on  a  critical  indus- 
uy  which  has  been  increasing  its  trend  toward 
mtsourcing.  Dobbs,  the  nation's  leading  full- 
ervice  in-flight  caterer  and  aircraft  services 
ompany,  is  consistently  the  industry's  top- 
[uality  provider  and  is  poised  to  continue  the 
louble-digit  growth  it  has  experienced  in  recent 
rears. 

Power  and  Market  Strength 

jES  Exposition  Services  is  the  leading  general 
:ontractor  for  tradeshows  in  North  America.  It 
provides  services  for  more  than  3,000  of  the 
:ontinent's  largest  tradeshows  as  well  as  for 
events  such  as  the  NFL  Super  Bowl,  the 
Atlanta  Centennial  Olympic  Games  and  World 
I!up  Soccer. 


The  Viad  name  and  New  York  Stock  Exchange 
symbol  (WI)  might  be  new,  yet  the  tradition 
of  growth  and  enhanced  stockholder  wealth 
remains.  While  I  will  be  retiring  in  January 
1997,  be  assured  that  Viad's  experienced  man- 
agement team  will  continue  to  grow  the  com- 
pany to  new  heights  of  accomplishment. 

What  started  as  The  Greyhound 
Corporation,  changed  into  The  Dial  Corp,  and 
now  has  emerged  as  Viad,  is  a  significant  com- 
pany which  has  a  solid,  powerful  history.  In 
fact,  in  the  past  1 5  years,  our  stock  has  beaten 
the  S&P  500  index  significantly.  If  you  owned 
$100  worth  of  Viad  stock  in  1981,  it  would  be 
worth  over  $1,065  today  -  an  increase  of  965 
percent. 

John  W.  Teets 
Chairman  &  Chief  Executive  Officer 
Viad  Corp 


VIAD 


To  see  what  the  power  of  being  number  one  can  do  for  you,  the  investor,  call  us  at  1-800-959- VIAD  or  visit  our  web  site  at  www.viad.com. 
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ON  THE  INTERNET 

^P: //www.autobytel. 


car  Buying  Pain  Belief 

The  newest,  fastest,  most  hassle-free  way 
ever  invented  to  shop  for  a  new  car. 


And  it's  FREE!  No  fees.  No  clubs  to  join. 
Not  just  a  "shopper's  guide"  or  directory.  With 
Auto-By-Tel  you  can  really  BUY  at  low-cost, 
LEASE  at  low-cost  and  INSURE  at  low-cost  a 
new  car  or  truck  on  the  Internet.  Just  make  a 
purchase  request  and  the  Auto-By-Tel 
Subscribing  Dealer  nearest  you  will  call  you 
immediately  with  your  low  price. 

Visit  Auto-By-Tel  online  today.  Join  the 


hundreds  of  thousands  of  customers  who  have 
saved  time,  money  —  and  headaches  —  by 
using  this  revolutionary  new  program! 


You  can  also  reach  Auto-By-Tel 
through  America  Online,  Prodigy, 
CompuServe  and  Microsoft  Network. 


http://www.autobytel.com 

 tow\wsow\  - 

LOW-COST  LOW-COSTnHCOST 

CAR  BUYING  INSURANCE  FINANCING 


USA 


CANADA 
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Toolbox  voyeurism 


BY  MAURA  SMITH 


While  we  rent 
a  cramped  flat, 
my  husband 
fantasizes 
about  fixing 
up  a  grand 
old  home. 


My  husband,  Tim,  watches  a  lot  of  television. 
But  it  ain't  cops  and  robbers  or  babes  on 
beaches  that  has  Tim  glued  to  the  tube,  it's 
mundane  tales  of  installing  faucets,  fixing 
clogged  pipes  and  razing  houses.  He's  hooked 
on  Hometime,  This  Old  House,  The  Renovation 


Guide  and  Bob  Vila's  Home  Again. 

Tim's  not  alone.  In  December  1994  Home 
&  Garden  Television,  a  24-hour  channel  for 
fix- up  fanatics,  premiered  in  6  million  homes. 
It  now  broadcasts  60  weekly  series  in  15  mil- 
lion homes.  Besides  the  cable  show,  there  are 
now  a  Bob  Vila  Web  site,  Bob  Vila  books  and 
Bob  Vila's  American  Home  magazine. 

What's  the  hook?  Home  building  isn't  exact- 
ly booming,  and  even  the  $112  billion  a  year 
that  Americans  spend  on  home  improvements 
hasn't  been  increasing  when  adjusted  for 
inflation. 

Call  it  the  nest-building  fantasy.  While  we 
rent  a  cramped  two- bedroom  flat  in  Queens, 
N.Y.,  Tim  talks  longingly  of  fixing  up  my 
father's  dilapidated  Maine  farmhouse.  He 
knows  we're  pinned  to  the  Big  City  by  the 
need  to  make  a  living,  yet  Tim  can  dream,  can't 
he?  Tim  couldn't  tear  himself  away  from  one 
Bob  Vila's  Home  Again  series  that  featured, 
over  13  episodes,  the  piece-by-piece  recon- 
struction of  a  run-down  home  in  Malibu.  He 
worried  about  the  sagging  roof.  He  wondered 
how  they'd  replace  the  rusted  pipes.  By  the 
concluding  episode  Tim  felt  that  he  himself 
had  rebuilt  the  Malibu  home. 

For  Tim,  and  millions  like  him,  these  shows 
fill  a  void.  A  little  odd  perhaps,  but,  hey,  it's 
better  than  watching  pornography. 


Forgotten  heroes 


BY  SETH  LUBOUE 


If  you're 
looking  to 
read  about  the 
struggles  and 
achievements 
of  real  people, 
turn  to  the 
obituaries. 


During  World  War  II  Benjamin  C.  Dobbs 
planned  a  secret  mission  with  Winston 
Churchill's  son,  Randolph,  to  take  back  the 
German-held  island  of  Korcula,  in  the  Adriatic 
Sea.  Dropped  off  under  cover  of  darkness, 
Lieutenant  Dobbs  led  a  small  patrol  of  parti- 
sans in  his  attack.  Badly  injured,  Dobbs  hid  in 
caves  while  the  Germans  swept  the  island 
searching  for  him.  Smuggled  to  safety  and 
recuperating  in  a  hospital,  he  met  the  woman 
who  would  become  his  wife  of  51  years.  After 
14  operations  he  learned  to  walk  again. 

A  synopsis  for  a  war  film?  A  novel?  No,  just 
a  recent  obit  in  the  Los  Angeles  Times — war, 
love,  resurrection,  all  in  the  space  of  5  inches 
of  agate  type. 

Lots  of  newspaper  readers  turn  first  to  the 
sports  pages,  the  comics,  the  TV  listings.  I  love 
the  obituaries.  To  me  they  are  a  window  into 
the  struggles  and  achievements  of  anonymous 
citizens.  Benjamin  C.  Dobbs  may  have  spent 
the  rest  of  his  life  dabbling  in  accounting,  but 
he  had  his  time  of  glory. 

Hal  J.  Wallet  died  in  July  after  years  working 
as  a  Cadillac  salesman  in  Los  Angeles.  But 


during  WWII  Wallet  flew  53  bomber  missions. 
He  once  flew  an  unarmed  B-17  Flying  Fortress 
into  a  secret  airfield  in  Bucharest  to  rescue 
downed  U.S.  airmen. 

Not  interested  in  old  war  stories?  How 
about  the  brave  but  doomed  saga  of  Sheila 
Joanne  Knight  Moore  Chavira  McMackin? 
Trained  as  a  nurse,  she  helped  raise  her  grand- 
daughter while  her  daughter  was  severely  ill. 
When  her  husband  became  crippled  with 
arthritis,  she  stepped  in  to  run  his  struggling 
real  estate  business.  Last  month,  at  age  46, 
McMackin  was  shot  to  death  by  a  pair  of  thugs 
when,  true  to  her  stubborn  character,  she 
refused  to  hand  over  her  purse  in  a  parking  lot 
outside  Norm's  Restaurant  in  Bellflower,  Calif. 
Her  killers  made  off  with  $1. 

Bored  with  gossip  column  accounts  of 
celebrities'  sex  lives  and  nightclubbing  habits? 
Check  out  the  Los  Angeles  Times'  obit  pages 
for  a  reminder  that  fame  is  fleeting.  Never 
heard  of  Ben  Joelson,  who  died  in  August,  all 
but  forgotten  at  age  70?  He  cowrote  more 
than  one  hundred  scripts  for  such  shows  as 
Dick  Van  Dyke,  Gomer  Pyle,  Get  Smart  and 
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Happy  Days,  according  to  his  obit. 

I've  located  some  fledgling  obituary  Web 
pages  on  the  Internet,  one  of  which  posts 
memorials    to    pets  (www.catless.ncl.ac. 


uk/VMG).  Sample:  "To  our  beautiful  white 
husky,  Nina.  How  we  miss  your  howl  talk, 
and  wagging  your  whole  bum,  instead  of  just 
your  tail." 


Deliver  the  paper?  No  way!  I'm  going  to  the  mall. 


BY  PETER  NEWCOMB 


My  after- 
school  jobs 
gave  me  a 
sense  of  work 
ethic.  Today's 
teens  are  too 
busy  for 
menial  labor. 


Last  weekend  my  wife, 
Kelly,  sent  me  out  to  rake  the 
leaves.  No  problem,  I 
thought,  ankle-deep  in 
autumn  leaves,  any  minute 
now  one  of  the  neighbor- 
hood kids  will  come  running 
to  my  rescue,  rake  in  hand, 
ready  to  make  a  fast  buck.  No 
such  luck.  For  the  fourth 
autumn  in  a  row  I  raked  my 
own  lawn. 

When  I  was  a  boy  growing 
up  in  Ohio,  I  had  two  paper 
routes.  In  winter  I  eagerly 
offered  up  my  services  to 
clear  driveways  of  snow.  In  fall  I  raked  leaves.  I 
took  pleasure  in  thinking  that  I — not  my  par- 
ents— was  in  control  of  my  finances. 

Based  on  what  I  now  see  in  my  New  Jersey 
neighborhood,  such  sentiments  are  as  outdat- 


ed as  beige  leisure  suits.  Paper 
routes?  Lemonade  stands? 
Grass  mowing  ventures? 
Forget  it!  Today's  teens  are 
too  precious  and  too  busy  to 
engage  in  such  menial  labor. 
In  their  vernacular  it's 
"chump  change." 

Even  newspaper  delivery 
routes  have  fallen  from  the 
kiddies'  grace.  "They  don't 
do     anything  anymore," 
bemoans  Joel  Stein,  owner  of 
Hill  City  News,  a  home-deliv- 
ery newspaper  service  that 
controls  my  Summit,  N.J. 
neighborhood.  Of  the  dozen  or  so  routes  that 
Stein  oversees,  not  one  is  handled  by  a  high- 
schooler. 

Who  delivers  my  morning  papers?  A  thirty- 
something  housewife. 
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During  its  last  five  meetings 
the  Federal  Reserve  Board's 
Open  Market  Committee  has 
left  the  federal  funds  rate 
unchanged,  at  5.25%.  Paul 
McCulley,  chief  economist  at 
UBS  Securities  in  New  York, 
thinks  the  rate  is  safe  until 
the  spring,  when  he  predicts 
a  reduction  to  5%.  His  fore- 
cast is  based  in  part  on 
reductions  in  the  so-called 
core  rate  of  inflation  (which 
excludes  food  and  energy). 
The  rate  was  2.6%  higher  in 
September,  versus  last  year 
when  it  rose  3%. 
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Close-up  on  the  Forbes  Index 
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Current  282. 1*+       Previous  280.2t        Percent  change  0.7% 


•Preliminary  tRevised 


The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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900  SE  Turbo  5-door 
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The  Saab  900  SE  Turbo  5-door  is  engineered  to  increase  both  your  pulse  and  the  distance  between  you  and 
other  cars.  Including  the  Volvo  850  and  the  Audi  A4.  Its  0  to  60  in  6.9  seconds*  is  pure  exhilaration.  And  its 
five-door  roomy  interior,  pure  liberation.  So  no  matter  how  you  open  it  up,  it's  huge. 
No  wonder  it  was  named  a  Consumer  Review  "Top  10  Sports  Car"  for  two  years  in  a  row. 

For  more  information  about  Saab,  call  I -800-582-SAAB,  Ext.  208 .  www.saabusa.com 


'Car  and  Driver.  5/96.    ''Consumer  Rewew,  1995  and  1996.    ©1996  SAAB  CARS  USA.  INC 


Thanks  to  a  new  and  generous  accounting  rule, 
mortgage  lender  Aames  Financial  Corp.'s  earnings 
have  skyrocketed.  So  have  its  risky  loans. 

Accounting  magic  101 


By  Carolyn  T.  Gecr 

Lending  money  to  people  with 
poor  credit  histories  may  sound  like 
a  loser's  game.  But  the  stocks  of  so- 
called  subprime  lenders  are  hot. 
Subprime  auto  lenders  were  the  first 
to  burn  up  the  track  (Forbes,  July 
1).  Now  subprime  home  equity 
mortgage  lenders  are  having  their 
star  turn. 

Headlining  the  group  is  Aames 
Financial  Corp.,  a  Los  Angeles- 
based  outfit  with  $128  million 
in  revenues.  Aames  makes 
home  equity  mortgage  loans 
to  people  who  can't  borrow 
from  traditional  sources.  This 
year  Aames'   stock  tripled, 
racing  to  59  in  October.  Fol- 
lowing a  secondary  offering  of 
Aames  stock  that  month,  the 
shares  lost  some  ground,  and 
now  hover  around  44.  But  the 
company  still  has  a  market  capi- 
talization of  almost  $800  mil- 
lion— about  20  times  earnings, 
6.25   times   revenues   and  TB 
about  5  times  book  value. 

The  typical  financial  ser- 
vices company  trades  at  1.5 
times  book  value. 

Until  Wall  Street's  bandwagon 
brigade  hopped  aboard  Aames,  it  was 
a  run-of-the-mill  company  originat- 
ing its  subprime  loans  through  a  net- 
work of  24  retail  loan  offices  in  Cali- 
fornia. In  1994  the  company  began 
purchasing  subprime  loans  from 
other  mortgage  bankers  and  financial 
institutions  across  the  country. 

Bingo.  Loan  volume  zoomed  from 
$150  million  in  fiscal  1994  to  $850 
million  in  fiscal  1996.  Today  pur- 
chased loans  make  up  74%  of  Aames' 
portfolio;  in  1994  they  made  up  less 
than  20%. 

As  interest  rates  fell  and  investors 
began  to  reach  for  yield,  Aames 


began  pooling  and  securitizing  its 
subprime  loans  in  the  secondary 
market.  But  while  it  sold  the  loans  to 
investors,  Aames  retained  two  income 
streams  from  the  loans — a  piece  of 
the  interest  earned  on  the  loans,  the 
so-called  spread;  and  the  rights  to  ser- 
vice the  loans.  For  collecting  pay- 
ments from 


bor- 


rowers and  redistributing  the  pay- 
ments to  investors  in  the  mortgage 
pools,  Aames  receives  total  fees  of 
about  50  basis  points  on  its  loans. 

Once  Aames  began  to  securitize 
its  loans,  the  business  really  took  off. 
Revenues  more  than  tripled  between 
1994  and  1996— from  $36  million 
to  $128  million.  Earnings  raced 
from  $5  million  to  $31  million, 
$2.09  a  share. 

Just  how  solid  are  these  earnings? 
That's  a  good  question. 

Accounting  rules  have  long 
allowed  companies  that  package  and 


sell  loans  to  book  immediately  as 
income  the  present  value  of  the  inter- 
est income  they  expect  to  earn  over 
the  life  of  the  loans,  the  spread. 
What's  new  is  this:  An  accounting 
rule  change  effective  earlier  this  year 
allows  companies  like  Aames  to  rec- 
ognize the  present  value  of  all  future 
loan-servicing  income  in  year  one. 
The  income  will  actually  materialize 
over  the  life  of  the  loan,  and  may  dis- 
appear altogether  if  the  loan  goes 
bad.  Every  quarter,  Aames  must 
reexamine  the  likelihood  of  its 
fees  continuing — but  that's  no 
guarantee  that  the  fees  will  be 
worth  in  the  future  what 
they  are  today.  Before  the 
accounting  rule  change 
Aames  recorded  fees  at 
)     the  time  they  came  in. 

Aames'  loan  servicing 
income  has  really  goosed 
its  bottom  line.  As  a  result 
of  the  rule  change,  in  1996 
Aames  was  able  to  add  $5.7 
h      million  to  its  net  income. 
|      That's  almost  20%  of  the 
B     total  earned.  The  sudden 
jump  looked  even  better 
because  companies  like  Aames 
were  not  allowed  to  restate 
prior  earnings. 

In  addition,  Aames  booked  $78 
million  of  "excess  servicing  gains,"  or 
spread,  representing  61%  of  revenues. 
This  is  not  outrageous  by  industry 
standards.  But  it  is  way  up  from  the 
$8.1  million  (about  22%  of  revenues) 
that  Aames  booked  in  1994. 

The  real  question  for  investors  who 
have  pinned  their  hopes  on  Aames' 
hot  stock  is:  How  much  of  the  com- 
pany's "gains"  will  actually  material- 
ize? That  depends  largely  on  the 
quality  of  Aames'  loan  portfolio.  Alas, 
that  portfolio  is  looking  dicier. 
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In  fact,  the  accounting  change  may 
be  masking  a  deterioration  in  Aames' 
loan  portfolio.  Unlike  many  of  its 
competitors,  Aames  doesn't  break 
out  reserves  for  losses.  But  its  finan- 
cials  do  concede  a  high  average  delin- 
quency rate — 16%,  versus  6%  for  its 
subprime  lending  peers.  This  is  up 
from  12%  in  1995. 

The  company  boasts  that  its  loan- 
to-value  ratio — the  money  it  will  lend 
against  assets  relative  to  the  value  of 
the  assets — is  lower  than  its  peers' 
average  loan-to-value  ratio  of  73%. 
But  Aames'  average  loan-to-value 
ratio  has  been  creeping  up — from 
52%  in  fiscal  1994  to  61%  in  1995  to 
64%  in  1996. 

At  the  same  time,  the  quality  of 
loans  in  its  portfolio  has  been  declin- 
ing. Aames  has  more  of  its  portfolio 
in  lower-credit  loans  than  any  of  its 
peers.  Loans  with  a  credit  grade  of 
D — the  lowest  possible — rose  from 
18%  of  Aames'  portfolio  in  1995  to 
27%  in  1996. 

Just  as  Aames  is  piling  on  the  low- 
grade  loans,  bankruptcies  in  general 
are  rising.  Filings  hit  a  record 
1,042,110  in  the  12-month  period 
ending  July  1996,  according  to  the 
Administrative  Office  of  the  U.S. 
Courts.  Delinquencies  on  nearly  all 
forms  of  credit — home  mortgages 
included — are  high,  and  any  down- 
turn in  the  economy  could  send 
them  skyrocketing. 

For  Aames,  rising  credit  prob- 
lems could  be  especially  problem- 
atic. That's  because  peak  delin- 
quencies  and   losses   in  the 
subprime  home  loan  business 
typically  occur  between  two 
and  four  years  after  the 
loans  are  originated. 

Montgomery  Securities 
estimates  that  65%  of  all 
subprime  mortgage  debt 
outstanding  originated  after 
December  1993. 

It  also  estimates  that  delin- 
quency and  charge-off  rates 
will  increase  "materially"  over 
the  next  few  years. 

Aames  and  others  in  the 
subprime  mortgage  busi- 
ness rely  on  insurers  to 
guarantee  that  the  principal 
invested  in  the  mortgage 
pools  will  be  repaid.  To 
cover  themselves,  the  insur- 


Lender  lineup 

Recent 

YTD 

Ticker  Company 

price 

gain 

P/E 

Price/sales 

Price/book 

AAM    Aames  Financial 

<m 

139% 

20 

6.3 

5.4 

CTYS    Cityscape  Financial 

145 

14 

4.0 

5.5 

CFN  ContiFinancial 

33!* 

22* 

15 

44 

4.7 

GNT     Green  Tree  Financial 

39 

51 

19 

6.9 

4.9 

RACF   RAC  Financial  Group 

55% 

195* 

28 

5.1 

7.7 

SFC     Southern  Pacific  Funding 

31% 

79* 

37 

14.7 

6.6 

MONE  The  Money  Store 

2VA 

72 

23 

2.3 

3.9 

*Came  public  in  1996. 

Source:  Market  Guide  via  OneSource  Information  Services. 


Aames  faces  stiff  competition. 
The  number  of  public 
subprime  mortgage  lenders 
has  doubled  from  a  year  ago. 


ers  can  terminate  the  mortgage 
lender's  servicing  rights  if  delinquen- 
cy rates  on  that  lender's  loans  exceed 
certain  levels. 

According  to  its  most  recent  10-K, 
Aames  is  pushing  the  envelope  with 
its  insurers.  Some  23%  of  Aames'  ser- 
vicing portfolio  now  exceeds  its 
insurers'  delinquency  standards,  yet 
no  servicing  rights  have  been  termi- 
nated. But  one  of  Aames'  biggest 
insurers,  Financial  Guaranty  Insur- 
ance Co.,  has  not  insured  Aames' 
latest  mortgage  pools.  Aames  claims 


that  it  got  a  better  deal  from  another 
insurer,  fgic  wouldn't  comment  to 
Forbes. 

Without  insurance,  Aames  would 
have  been  hard-pressed  to  market  its 
new  mortgage  pools.  For  insurance 
on  new  loans,  Aames  turned  to  less 
venerable  FSA. 

To  maintain  its  stunning  earnings 
growth  Aames  must  generate  greater 
and  greater  loan  volumes.  But  other 
financial  services  firms  have  noted  the 
high  margins  common  to  the  busi- 
ness— typically  48%  pretax — and  are 
jumping  in  to  compete. 

The  number  of  publicly  traded 
subprime  mortgage  finance  compa- 
nies has  more  than  doubled  from  a 
year  ago,  and  established  mortgage 
lenders — among  them  Countrywide 
Credit  and  Norwest — are  diversifying 
into  the  sector. 

Aames  is  particularly  vulnerable  to 
competition  because  it  buys  more 
loans  than  it  originates.  This  practice 
"pumps  up  the  numbers,"  notes 
Montgomery  Securities  analyst  Joseph 
Jolson,  because  Aames  can,  at 
relatively  little  cost,  book  a 
rush  of  future  interest- 
spread  income  and 
servicing  fees  today. 
But,  warns  Jolson: 
"The  business  is  very 
competitive  and  get- 
Qy  J  ting  more  so." 

One  company,  Pacific  - 
America  Money  Center — 
formerly  Presidential 
Mortgage  Co. — accounted 
for  one-quarter  of  the  loans 
Aames  purchased  in  1996. 
PacificAmerica  recently 
went  public,  and  it  plans  to 
start  securitizing  the  loans  it 
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Wealthy  Americans  who  were  planning 

to  renounce  their  citizenship  in  order  to  save 

on  taxes  have  a  new  problem  to  consider. 

And  don't 
come  back 


originates  rather  than  selling  to 
Aames  for  securitization. 

PacificAmerica  may  also  begin  pur- 
chasing loans  itself,  further  increasing 
competition  for  Aames  and  forcing  it 
to  pay. 

Aames  does  have  this  advantage: 
With  its  high-flying  stock  it  can  pur- 
chase other  subprime  mortgage 
houses.  In  August,  Aames  bought 
One  Stop  Mortgage,  a  Costa  Mesa, 
Calif-based  originator  and  purchaser 
of  loans,  and  it  may  acquire  other 
such  outfits. 

The  company  also  plans  to  increase 
its  origination  of  loans.  "We're  con- 
tinuing to  build  our  retail  outlets 
nationally,"  says  Aames  Chief  Execu- 
tive Gary  Judis.  Note,  however,  that 
competition  is  making  loan  origina- 
tions much  less  profitable. 

Delinquency  and  charge-off 
rates  for  subprime  lenders 
will  increase  "materially" 
over  the  next  few  years. 

On  top  of  all  this,  Aames  has  a  cash 
problem.  Its  actual  cash  earnings  lag 
its  reported  profits,  the  inevitable 
result  of  booking  future  income  as 
current  income. 

Yet  Aames  must  pay  a  major 
expense — its  loan  acquisition  costs, 
which  run  from  4%  to  6%  of  the 
acquired  loans'  face  value — in  hard 
coin.  In  fiscal  1996  net  cash  used  to 
pay  these  and  other  expenses  was 
$122  million,  or  $7  per  share. 

Ever  eager  to  help  a  cash-poor 
company  raise  capital,  Wall  Street 
just  underwrote  2.1  million  new 
Aames  shares  at  $51  each.  At  the 
same  time  the  company  inked  anoth- 
er deal  to  raise  $150  million  in  senior 
notes. 

But  while  the  public  was  buying, 
Judis  was  selling.  This  year  Judis  has 
sold  about  500,000  Aames  shares, 
about  one-third  of  his  holdings. 

Judis  claims  that  as  the  stock  has 
risen,  he  has  had  to  sell  it  to  diversify 
his  assets.  "'Still  my  concentration  in 
Aames  stock  well  exceeds  30%  of  my 
net  worth,"  he  says.  But  chances  are 
he  wouldn't  feel  the  need  to  diversi- 
fy if  he  thought  the  stock  were  going 
higher. 


By  Robert  Lenzner 

After  decades  of  being  a  successful 
American  industrialist,  former  Wheel- 
abrator-Frye  Chairman  Michael 
Dingman  became  a  taxpatriate  a  few 
years  ago.  Like  a  growing  number  of 
wealthy  people,  Dingman  renounced 
his  U.S.  citizenship.  He  became  a 
citizen  of  the  Bahamas  and  began 


spending  most  of  his  time  on  his 
yacht  and  in  his  new  waterfront 
palace  in  Lyford  Cay,  Bahamas. 

As  a  non-U. S.  citizen,  Dingman 
couldn't  vote  in  U.S.  elections  or 
carry  a  licensed  weapon.  But  he  was 
able  to  escape  the  U.S.'  increasingly 
punishing  taxes  on  income  and  cap- 
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ital  gains.  And  he  had  a  legal  right  to 
visit  his  old  country  for  up  to  120 
days  every  year,  without  facing  tax 
penalties.  Other  wealthy  taxpatriates 
include  Ted  Arison,  the  Carnival 
Cruise  founder,  and  John  T.  Dor- 
rance  III,  a  Campbell  Soup  heir. 

When  Forbes  showed  that  the 
trickle  of  taxpatriates  threatened  to 
become  a  small  flood  (Nov.  21, 
1994),  an  outcry  erupted  in  Wash- 
ington. But  rather  than  address  the 
root  of  the  problem — high  tax- 
ation— the  pols  tried  to  impose  spe- 
cial taxes  on  future  taxpatriates' 
wealth. 

In  February  1995  the  Democrats 
proposed  creating  an  exit  tax  of  28% 
of  appreciated  gains  on  all  assets  as 
the  price  of  leaving — in  essence 
making  the  taxpatriate  pay  a  capital 
gains  tax  on  his  holdings  as  if  he  had 
liquidated  them  on  the  way  out  of 
the  country.  But  lobbyists  for  would- 
be  tax  refugees  were  able  to  block 
that  proposed  legislation  by  arguing 
that  it  violated  their  international 
human  rights. 

Next  step:  In  August  1996  the 
Republicans  pasted  some  anti-taxpa- 
triate  language  into  the  Health 
Insurance  Portability  &  Accountabil- 
ity Act.  This  law  now  subjects  expa- 
triates with  a  net  worth  of  over 
$500,000  to  taxation  on  their 
income  earned  in  the  U.S.  for  ten 
years  from  the  time  they  renounce 
their  citizenship,  no  matter  where 
they  live  or  whose  flag  they  salute. 
But  this  is  a  law  without  teeth.  Any 
clever  entrepreneur  can  live  by  bor- 
rowing against  assets  rather  than 
paying  himself  an  income.  Any  good 
international  tax  lawyer  can  move 
ownership  of  U.S.  assets  into  a  for- 
eign corporation  or  trust,  thus 
making  most  taxpatriates'  U.S.- 
sourced  income  vanish. 

The  latest  effort  to  keep  intrepid 
taxpatriates  on  the  reservation  was 
passed  with  no  fanfare  in  early  Octo- 
ber. A  little-noticed  provision  of  the 
Illegal  Immigration  Reform  & 
Immigrant  Responsibility  Act  of 
1996  says,  in  essence,  that  Americans 
can  still  renounce  their  citizenship 
and  flee  to  tax  havens  like  the 
Bahamas,  Ireland  and  Switzerland. 
But  if  they  do,  they  can't  necessarily 
come  back  to  the  U.S.,  not  even  to 
visit  the  grandkids  or  attend  their 


college  reunions. 

Under  the  new  law,  the  taxpatri- 
ate— any  expatriate  for  that  matter — 
must  apply  for  a  visa  for  every  visit. 
The  law  states  that  the  U.S.  Attorney 
General  may  prohibit  the  issuance  of 
a  visa  to  a  former  U.S.  citizen  if  there 
are  solid  grounds  to  believe  that  cit- 
izenship was  renounced  in  order  to 
avoid  taxes. 

In  short,  taxpatriates  will  now  be 
treated  as  exiles  without  any  visiting 
rights,  just  like  the  illegal  immigrants 
the  U.S.  wants  to  cut  off. 

Michael  Dingman  and  other  tax- 
patriates who  renounced  their  U.S. 
citizenship  before  February  1995 
won't  be  affected  by  either  of  the 
two  new  anti-taxpatriate  laws.  They 
have  been  grandfathered.  But  sever- 
al would-be  taxpatriates  have  been 
caught  between  the  dock  and  the 
departing  ship. 

Joseph  Bogdanovich,  84,  is  the 
chairman  of  Star-Kist  Foods  and  is 
vice  chairman  of  H.J.  Heinz  Co. 
Bogdanovich  became  a  citizen  of 
another  country — Heinz  won't  say 
which — in  December  1994.  But  he 
did  not  receive  his  certificate  of  loss 


John  T.  Dorrance  III 
and  Michael 
Dingman 
They,  and  other 
former  U.S. 
citizens  who  pay 
little  or  no  taxes 
to  Uncle  Sam,  can 
spend  120  days  in 
the  U.S.  But  flee 
now,  and  you  may 
never  visit  these 
shores  again. 


of  U.S.  nationality  until  Feb.  14  of 
1995.  That  was  eight  days  after  the 
deadline  mandated  by  the  Clinton 
Administration's  proposed  28%  exit 
tax,  meaning  Bogdanovich  would 
have  been  subject  to  the  exit  tax  had 
it  gone  through. 

Bogdanovich  hired  lobbyists  who 
helped  defeat  the  exit-tax  proposal, 
but  he  is  still  subject  to  August's  law 
subjecting  taxpatriates  to  U.S.  taxes 
on  U.S.-sourced  income.  It  is  not 
clear  whether  Bogdanovich  was  able 
to  spirit  his  assets  out  of  the  country, 
but  his  3.8  million  shares  of  H.J. 
Heinz,  worth  $137  million,  are  now 
held  in  trust.  Heinz  will  say  only 
that  Bogdanovich  works  out  of 
Heinz's  U.K.  headquarters  in 
London,  acquiring  fish  supplies  for 
Star-Kist. 

As  to  Bogdanovich's  status  under 
last  month's  Illegal  Immigration 
Reform  &  Immigrant  Responsibility 
Act:  He  was  grandfathered. 

The  matter  isn't  settled.  Daniel 
Patrick  Moynihan  (D-N.Y.),  the 
Senate  Finance  Committee's  ranking 
Democrat,  thinks  that  treating  tax- 
patriates like  illegal  immigrants  is  a 
bad  idea. 

"You  have  to  be  careful  to  protect 
the  rights  of  people  you  despise," 
says  Moynihan.  "Our  legislation 
which  called  for  a  capital  gains  tax  on 
appreciated  assets  as  the  price  of 
expatriation  was  a  fairer  way  to  deal 
with  the  problem.  What  passed  was  a 
bad  bill." 

In  short,  if  the  Democrats  ever 
regain  control  of  the  tax-writing 
committees,  there  will  probably  be 
another  effort  to  discourage  re- 
patriation— not  by  lowering  existing 
taxes,  but  by  imposing  new  taxes.  H 
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As  it  enters  its  second  century, 

J.M.  Smucker  Co.  has  a  great  brand  name 

that  seems  to  have  run  out  of  steam. 

Sticky  times 


By  Richard  Phalon 


For  the  first  time  in  22  years,  J.M. 
Smucker  Co.'s  Smucker  family  invit- 
ed a  gaggle  of  Wall  Street  analysts  out 
to  company  headquarters  on  Orrviile, 
Ohio's  Strawberry  Lane.  The  Smuck- 
ers,  who  have  controlled  the  $528 
million  (sales)  jam  company  since 
Jerome  Monroe  Smucker  founded  it 
in  1897,  have  never  cared  much  for 


Smucker  family: 
Richard,  dad  Paul, 
and  Urn.  Above, 
founder  Jerome;  at 
left,  the  historic 
Smucker  home. 
Stuck  in  a  jam. 


Wall  Street  analysts.  But  in  this  great 
bull  market  Smucker's  supervoting  A 
stock  has  dropped  from  around  33  in 
January  1993  to  a  recent  17  a  share. 
Including  both  A  and  B  stock,  that 
works  out  to  a  shrinkage  in  market 
capitalization  of  more  than  $420  mil- 
lion, with  the  Smucker  family  (which 
controls  21%  of  the  voting  stock) 


taking  a  big  hit.  Sore,  the  family 
decided  it  was  time  to  go  a-courtin' 
on  Wall  Street. 

What's  happening?  Private-label 
competitors  are  going  after  Smucker 
hard,  at  a  time  when  traditional  dis- 
tribution lines  have  been  scrambled 
by  the  advent  of  hard-selling  mass 
merchandisers  and  warehouse  clubs. 
To  maintain  market  share  Smucker 
has  been  forced  to  spend  heavily  on 
advertising. 

The  company  has  been  able 
to  keep  most  of  its  market 
share  (currently  38%  of  retail 
jam),  but  the  bulge  in  market- 
ing costs  has  pushed  pretax 
profit  margins  from  12.5%  of 
sales  to  8.5% — a  $16.7  million 
drop  since  June  1993.  Most 
analysts  figure  the  company 
will  earn  less  than  $  1  per  share 
in  fiscal  1997  (ending  next 
April)  as  against  $1.02  last 
year  and  $1.25  the  year 
before. 

Looking  behind  the  num- 
bers it's  clear  that  Smucker — 
like  many  family-controlled 
companies — is  inhibited  by 
the  weight  of  tradition.  It  has 
never  tried  to  squeeze  the  last 
nickel  out  of  costs,  with  the 
result  that  it  must  run  harder 
to  keep  up  with  its  leaner, 
more  efficient  competitors. 

J.M.  Smucker  is  run  by  two  broth- 
ers— Chairman  Timothy  Smucker, 
52,  and  President  Richard,  48,  both 
great-grandchildren  of  the  founder. 
Their  message  to  the  analysts  who 
trekked  to  Strawberry  Lane:  Change 
is  in  the  winds.  We're  going  to  get 
with  the  program. 

The  Smuckers  promised  operating 
savings  totaling  $75  million  over  the 
next  five  years.  These  will  come 
partly  from  consolidating  some 
assembly  lines,  and  from  deeper 
investment  in  the  information  tech- 
nology needed  to  sharpen  warehouse 
and  distribution  efficiencies.  Employ- 
ee head  count  has  recently  come 
down  from  around  2,600  to  1,900 
through  such  expediencies  as  elimi- 
nating the  Smucker  truck  fleet  and 
buying  transport  services  from  out- 
side vendors.  More  cuts  will  come, 
but  mainly  from  attrition.  "When 
you  have  a  family  tradition  of  not 
shutting  down  plants,"  sighs  Richard 
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While  Japan's  old-line  retailers  struggle  to  survive, 
Amway  Japan  zooms  ahead.  Moral  of  this  story:  Give 
the  customer  what  she  wants. 

Garlic  and 
licorice,  anyone? 

By  Neil  Weinberg 


Amway  distributors  readying  to  pitch  their  wares  in  Chiba,  Japan 

Amway  isn't  the  most  prestigious  foreign  firm  in  Japan,  but  only  Coke  earns  more. 


Smucker,  "you  move  slowly." 

The  Smucker  brothers  also 
announced  several  new  products  with 
a  health  food  theme.  New  entries 
being  tested  include  a  no-fat,  fruit- 
based  shortening  aimed  at  the  no- 
cholesterol  crowd,  and  "Bagel  Top- 
pers," a  fruit  spread  Timothy 
Smucker  describes  as  "emulative  of 
cream  cheese."  These  are  meant  to 
go  well  with  Smucker's  new  market- 
ing strategy:  "Food  that  is  good  for 
you  and  tastes  good." 

None  of  the  Wall  Streeters  who 
attended  the  Strawberry  Lane  meet- 
ing returned  determined  to  write  a 
lot  of  buy  tickets.  Many  of  them  wish 
that  Tim  and  Richard  Smucker  would 
use  some  of  Smucker's  considerable 
financial  resources  to  make  a  major 
acquisition  outside  the  retail  jam 
business.  Such  a  hoped-for  deal — of  a 
candy  company,  say,  or  an  ice  cream 
producer — would  broaden  the  prod- 
uct line  and  leverage  Smucker's  access 
to  supermarket  shelves. 

But  big  acquisitions  have  not  been 
the  family's  style  in  the  past  and 
probably  won't  be  in  the  future.  The 
Smucker  brothers  regard  the  biggest 
acquisition  they  have  yet  attempted — 
the  $80  million  purchase  and  quick 
resale  last  year  of  frozen  baked  goods 
producer  Mrs.  Smith's — as  a  "learn- 
ing experience,"  says  brother 
Richard. 

Other  analysts  are  hoping  that  the 
Smuckers  will  simply  sell  out.  The 
family  has  long-standing  personal  and 
business  connections  to  cereal  maker 
Kellogg  &  Co.,  including  reciprocal 
board  seats.  On  an  outright  sale 
Smucker  is  probably  worth  at  least 
1.5  times  sales — around  $800  mil- 
lion, or  $28  a  share,  a  65%  premium 
to  the  stock's  current  market  price. 
But  it's  hard  to  imagine  the  Smuck- 
ers surrendering  their  sovereignty  for 
a  few  extra  tens  of  millions. 

Martin  McDevitt  Jr.,  a  principal  at 
the  Milwaukee  stock  brokerage 
Cleary,  Gull,  Reiland  &  McDevitt, 
returned  from  the  Strawberry  Lane 
meeting  with  the  feeling  that  Smuck- 
er remains  a  solid  company,  but  one 
in  which  radical  change  or  a  burst  of 
new  energy  is  unlikely.  "There's  a  lot 
of  work  to  be  done,"  McDevitt 
shrugs.  "The  B  stock  looks  cheap, 
but  be  prepared  to  stay  around  for  a 
couple  of  years."  Hi 


Hiroko  Sudo  doesn't  need  much  of 
an  opening  to  launch  into  a  well- 
rehearsed  spiel  about  the  benefits  of 
Amway  Japan's  water  treatment 
system  for  the  home.  "Amway  has 
the  only  product  on  the  market  with 
an  ultraviolet  lamp  to  kill  all  the  bac- 
teria that  breed  in  Japanese  water  sys- 
tems, and  my  friends  can  immediate- 
ly taste  the  difference,"  gushes  Sudo, 
an  elegant  woman  who's  been  dis- 
tributing Amway  products  in  the 
Tokyo  area  since  1981.  "Over  the 
years  it's  also  a  lot  cheaper  than  bot- 
tled water!" 

One  of  Amway  Japan's  army  of 
more  than  1  million  independent  dis- 
tributors, Sudo  is  part  of  the  unparal- 


leled success  story  Amway  Japan  has 
become.  Six  years  ago  skeptics  were 
claiming  Amway  Japan's  best  days 
were  behind  it.  Since  then,  sales  have 
more  than  doubled,  to  nearly  $2  bil- 
lion worth  of  water  treatment  sys- 
tems, soaps,  cosmetics,  nutritional 
supplements  and  other  household 
products.  Amway  Japan  now 
accounts  for  more  than  a  third  of 
Amway's  revenues. 

The  DeVos  and  Van  Andel  fami- 
lies— which  founded  Amway  Japan 
and  its  parent  company,  privately 
owned  Amway  Corp.,  of  Ada, 
Mich. — took  the  Japanese  outfit 
public  in  Japan  in  1991  and  listed  its 
ADRs   on   the   New   York  Stock 
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Exchange  in  1994.  With  its  ADRs 
recently  at  20,  Arnway  Japan's  market 
value  has  climbed  to  $6  billion.  The 
founding  families  still  own  83%  of 
Amway  Japan. 

The  company  is  showing  no  signs 
of  slowing  even  now.  At  a  time  when 
Japanese  retail  sales  are  stagnant, 
Amway  Japan's  revenues  rose  19%,  to 
$1.9  billion,  in  the  year  through 
August.  Net  profit  jumped  22%,  to 
$251  million.  That  gave  Amway 
Japan  a  return  on  equity  of  40%  and 
a  net  margin  of  13.2% — several  times 
what  most  Japanese  retailers  earn 
even  in  a  bumper  year.  According  to 
Japanese  tax  records,  these 
numbers  rank  Amway  the 
second  most  profitable  foreign 
affiliated  company  in  Japan, 
after  Coca-Cola  (Japan),  and 
well  ahead  of  such  luminaries 
as  Microsoft,  McDonald's 
Japan  and  Procter  &  Gamble. 

What  is  Amway  doing  that 
others  have  missed?  Simply 
put,  Amway  has  turned  Japan's 
inefficient  retail  distribution 
system  from  a  barrier  into  a 
strength.  It  has  accomplished 
this  by  offering  alternative  ways 
to  shop — mainly  by  mail,  and 
with  home  visits  by  its  inde- 
pendent distributors.  The  com- 
pany has  also  gone  to  great 
lengths  to  develop  products 
that  Japanese  consumers  find 
attractive  and  to  price  them 
aggressively. 

In  a  sense  Amway  Japan  has 
become  a  kind  of  members-  M 
only  store.  Most  of  its  million- 
plus  Japanese  distributors  pony  up 
their  $74  annual  fee  solely  for  the 
right  to  buy  Amway  products  at 
wholesale,  for  personal  use. 

"We're  glad  that  manufacturers  in 
Japan  control  the  choices  consumers 
can  make  and  that  companies  like 
[cosmetics  giant]  Shiseido  charge 
high  prices,"  says  Amway  Japan  Pres- 
ident Richard  Johnson,  a  Harvard 
M.B.A.  who  worked  in  marketing 
around  Asia  for  R.J.  Reynolds,  Pepsi- 
Co and  Tupperware  before  landing  at 
Amway  Japan  in  1991.  "If  you  want 
a  $75  lipstick,  we  don't  have  one;  but 
we  can  give  you  one  for  $20  that  will 
stay  on  your  lips  for  eight  hours,  and 
you  can  return  if  you're  not  satisfied." 

Another  secret  to  this  success  story: 


perseverance.  Started  in  1977, 
Amway  Japan  got  off  to  a  slow  start. 
In  its  early  years  it  had  to  struggle 
against  the  stigma  that  all  direct-sell- 
ing companies  are  nezumiko,  shadowy 
groups  that  breed  like  rats. 

But  Amway's  billionaire  founders, 
Richard  DeVos  and  Jay  Van  Andel, 
were  convinced  Japan  could  be  a  big 
market  for  them.  Without  the  bother 
of  anxious  public  shareholders  look- 
ing over  their  shoulders,  DeVos  and 
Van  Andel  continued  to  pour  money 
into  developing  products  for  the 
Japanese  market  and  building  the 
infrastructure  necessary  to  get  the 


Richard  Johnson,  president  of  Amway  Japan 
Shiseido  sells  lipstick  at  up  to  $75,  Amway  at  $20 


products  from  Amway  Japan's  ware- 
houses to  local  distributors  within  a 
couple  of  days. 

As  Japanese  customers  began  to 
test  the  products,  the  nezumiko 
stigma  began  to  fade.  Sales  began 
perking  up  in  the  early  1980s.  They 
have  climbed  every  year  since. 

Today  Amway  Japan  employs  30 
people  to  develop  and  test  new  prod- 
ucts in  Japan.  It  also  gets  plenty  of 
help  from  Amway  headquarters  in 
Michigan,  from  which  Amway  Japan 
buys  65%  of  its  merchandise. 

One  of  Amway  Japan's  most  suc- 
cessful recent  launches  is  its  home-use 
water  treatment  system.  Based  on 
U.S.  technology  but  downsized  to  fit 
into  Japan's  much  smaller  kitchens, 


the  compact  unit  is  the  only  one  on 
the  market  with  an  ultraviolet  lamp  as 
well  as  a  conventional  filter.  The  com- 
pany claims  this  "double  treatment" 
eliminates  impurities  that  other  sys- 
tems leave  in  the  water.  "Our  distrib- 
utors like  products  that  have  a  story," 
smiles  marketing  director  Craig 
Patterson. 

This  story  generates  a  lot  of  sales. 
At  $1,330  retail,  plus  roughly  $200 
each  for  the  lamps  and  filters  that 
must  be  replaced  about  once  a  year, 
the  water  treatment  systems  brought 
over  $250  million  into  Amway 
Japan's  coffers  in  its  last  fiscal  year. 

Other  Amway  Japan  prod- 
ucts are  uniquely  Japanese. 
One  example:  a  new  garlic-and- 
licorice  food  supplement.  The 
tablets  may  not  appeal  to 
Americans,  but  they  have  sold 
well  in  Japan,  where  garlic  is 
touted  for  numerous  supposed 
health  benefits.  The  licorice  is 
added  to  counteract  the  garlic 
taste  and  prevent  the  sensitive 
Japanese  from  smelling  like 
walking  pizza  parlors. 

Johnson  and  Amway's 
founding  families  are  now 
diverting  some  of  Amway 
Japan's  surging  $313  million  a 
year  in  cash  flow  to  fund  a 
$250  million  Tokyo  headquar- 
ters and  build  the  world's 
largest  Amway  distribution 
center.  Situated  outside  Tokyo, 
the  new  center  will  help  give 
Amway  Japan  the  capacity  to 
increase  its  business  by  50%. 
Overly  optimistic?  Perhaps 
not.  Even  with  its  million-plus  dis- 
tributors, Amway  reaches  only  about 
5%  of  Japan's  44  million  households, 
versus  nearly  one-quarter  of  homes 
for  cleaning  equipment  rental  firm 
Duskin  Co. 

Still  another  initiative  involves 
leveraging  Amway's  network  by  car- 
rying goods  specially  made  for  it  by 
other  manufacturers.  "Some  of  the 
companies  we're  talking  to  are  Japan- 
ese,"- says  Johnson.  "Electronics 
makers,  for  example,  are  struggling  to 
differentiate  products  just  like  every- 
one else,  and  we  can  offer  a  chance  to 
demonstrate  them  in  die  home." 

American  retailer  helps  Japanese 
manufacturer  sell  in  Japan.  Quite  a 
story.  Mi 
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Funny  how  times,  and  perceptions,  change.  Where  once  plump  was  considered  prosperous,  today  s  ideal 
world's  first  aluminum  space  frame,  an  aluminum  alloy  body  and  a  choice  of  quattro®  all-wheel  drive  or  FrontTrak™  j 
And  safer.  Not  just  a  more  responsible  place,  but  a  more  responsive  one  as  well.  To  the  luxury  of  driving  a  full-sized, 
front  and  rear  occupants  —  a  world  first. The  Audi  A8,  nothing  less  than  the  start  of  a  new  era:  Elegance  without  arrog 


Call  toll-free1-800-FOR-AUDI  for  more  about  the  Audi  A8  and  a  dealer  near  you  or  visit  us  at  http://www.audi.com.  Audi"  "quattro"  and  the  four  rings  emblem  are  regist 


he  luxury  car 

But  to  redeem  i 


r  and  meaner.  And  smarter.  Introducing  the  V8  powered,  flat-out  revolutionary  Audi  '   V*       With  the 


1  drive,  the  A8  is  driving  the  elite  European  luxury  sedan  to  a  place  it's  never  been  before.  A  place  where  lighter  is  stronger, 
sedan  that  performs  like  no  other  on  earth,  Audi  adds  countless  others.  Airbag  protection*  for  example,  for  both 


Hence  without  excess.  Class  without  mass.  Time,  in  other  words,  to  see  your  Audi  dealer. 


Audi 


narks  of  Audi  AG.  "A8"  and  "FrontTrak"  are  trademarks  of  Audi  AG.  *Airbags  are  supplemental  restraints.  Always  wear  your  safety  belt.  '£'1996  Audi  of  America,  Inc. 


triolic"  facts 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


Hannah  Arendt  said  that  the  great  achieve- 
ment of"  20th-century  totalitarians  was  to  turn 
questions  of  fact  into  questions. of  motive. 
Today,  questions  of  fact  are  turned  into  ques- 
tions of  emotions. 

Anyone  who  brings  out  facts  detrimental  to 
the  arguments  of  the  gay  lobby  can  expect  to 
be  called  "homophobic,"  critical  analysis  of 
affirmative  action  is  attributed  to  "angry 
white  males"  and  studies  showing  the  bad 
effects  of  bilingual  education  have  been 
attributed  to  "an  irrational  fear  of  Spanish." 

Against  this  background,  it  can  hardly  be 
surprising  that  a  new,  fact-filled  book  on  affir- 
mative action  is  dismissed  as  "vitriolic"  in  a 
one -paragraph  review  in  the  New  York  Times. 
Ironically,  at  a  time  when  academic  scholars 
have  in  fact  written  emotion-laden  tracts  on 
affirmative  action,  a  television  journalist  has 
written  the  kind  of  carefully  reasoned  analysis 
once  expected  from  professors. 

ABC  news  reporter  Bob  Zelnick's  book 
Backfire  covers  every  aspect  of  affirmative 
action  from  the  "race-norming"  of  tests  to 
the  "mortgage  discrimination"  hoax  which 
was  exposed  in  Forbes  three  years  ago,  but 
which  continues  to  live  on  in  politics,  in  the 
media  and  in  new  federal  credit  quotas. 
Zelnick  points  out  that  the  difference 
between  minority  and  white  loan  application 
acceptance  rates  in  the  Boston  study  are  due 
to  one  bank  which  had  particularly  high  rates 
of  rejection  of  minority  loan  applications. 

Ironically,  a  television  journal- 
ist has  written  the  kind  of  care- 
fully reasoned  analysis  once 
expected  from  professors. 


Why  has  the  federal  government  not  prosecut- 
ed this  one  white  racist  bank?  Because  it  is  nei- 
ther white  nor  racist.  It  is  a  black-owned  bank. 

Surprising  as  this  may  seem,  it  is  not  new. 
A  study  some  years  ago  showed  that  black- 
owned  banks  were  less  willing  to  risk  their 
money  in  the  ghetto  than  white  banks  are. 
Perhaps  it  is  because  they  have  less  money  to 
risk  and  less  need  to  try  to  buy  an  image  of 
not  being  racist.  They  may  also  understand 
the  risks  better. 

Perhaps  the  most  surprising  of  all  the 
book's  revelations,  at  least  to  those  who  have 


been  listening  to  the  media  and  not  to 
researchers,  is  that  "affirmative  action  has 
accomplished  little  or  nothing"  for  blacks 
and  other  minorities.  Here  Zelnick  cites 
studies  by  reputable  scholars  in  economics 
and  official  census  data.  Perhaps  the  New 
York  Times  would  find  this  conclusion  espe- 
cially "vitriolic." 

Backfire  does  not  gloss  over  the  history  of 
racial  discrimination  which  gave  rise  to  anti- 
discrimination laws  and,  later,  group  prefer- 
ences and  quotas.  In  discussing  the  landmark 
case  of  Griggs  v.  Duke  Power  Co.,  for  example, 
Zelnick  says  "Duke  Power  had  a  history  of 
rampant  discrimination  against  blacks,"  who 
were  hired  "only  as  laborers  working  outside 
the  plant  itself"  prior  to  the  Civil  Rights  Act 
of  1964. 

Citing  statistical  data,  Zelnick  argues  persua- 
sively that  the  Civil  Rights  Act  did  in  fact  have 
a  beneficial  effect  on  black  employment  and 
income,  though  this  effect  was  largely  confined 
to  the  South,  where  legalized  discrimination 
was  widespread.  However,  he  also  points  out 
that  construction  unions  in  the  North  likewise 
had  a  long  history  of  racial  discrimination.  It 
was  this  construction  union  discrimination 
which  led  conservative  Republicans  to  create 
such  things  as  the  "Philadelphia  plan"  to  mon- 
itor the  hiring  of  blacks,  which  in  turn  led  to 
the  whole  burgeoning  industry  known  as 
"affirmative  action." 

Zelnick's  argument  is  that  this  second 
phase  of  civil  rights  policy — the  imposition  of 
preferences  and  quotas — has  been  one  in 
which  "the  benefits  to  black  workers  are  mar- 
ginal at  best."  While  anecdotes  and  isolated 
statistics  about  benefits  abound,  little  or  no 
attention  is  paid  to  downside  consequences  of 
the  quota  approach,  such  as  relocation  of 
employers  away  from  minority  communities 
to  avoid  lawsuits  based  on  statistical  dispari- 
ties between  their  workforce  and  the  local 
demographic  mix. 

The  net  effect  of  affirmative  action  is  an 
empirical  question — or,  rather,  it  would,  be  an 
empirical  question  if  it  were  not  so  dogmati- 
cally believed  to  be  no  question  at  all  that  it 
benefits  minorities  and  women. 

Here  and  there,  the  facts  and  analysis  in 
Backfire  are  relieved  by  a  passing  acerbic  com- 
ment on  the  fraudulence  and  hypocrisy  of  so 
much  that  is  said  in  defense  of  affirmative 
action.  "The  dirty  little  secret  is  that  affirma- 
tive action  doesn't  work,"  Zelnick  says  at  one 
point.  He  also  refers  to  "that  most  corruptible 
breed  of  social  scientist,  the  expert  witness." 

Such  remarks  occur  here  and  there.  But  it 
is  the  devastating  facts  and  analysis  which 
make  this  book  "vitriolic"  to  supporters  of 
affirmative  action.  • 
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"Silicon  Graphics 
chose  and  implemented 
Oracle  Applications 
in  just  15  months." 

Ed  McCracken,  Chairman  and  Chief  Executive  Officer 

Silicon  Graphics,  Inc. 


Over    the    last    decade    Silicon  Graphics, 
:he  leading  manufacturer  of  high-performance 
Visual  and  enterprise  computing  systems, 
has  been  one  of  the  fastest  grow- 
ing companies  in  the  world. 
They  needed  new  busi- 
ness applications  with 
the  flexibility,  scal- 
ability and  technical 
architecture  to  support 
their  phenomenal  growth. 
Silicon  Graphics  chose  and 
implemented  Oracle  Applications  on 
SGI's  high-performance  CHALLENGE  server  in 
just  1  5  months. 
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Oracle  Applications  are  the  only  applications  designed 
for  rapid  business  change  and  built  on  Oracle's 
integrated  stack  of  database,  tools,  workflow,  data 
warehousing  and  Web  technologies. 

Oracle  Applications  automate  your 
entire  enterprise  with  over  30 
integrated  software  modules 
for  finance,  supply  chain 
management,  manufac- 
turing, projects,  human  re- 
sources and  market  management. 
Do  your  business  applications 
enable  rapid  growth?  If  not,  call  Oracle 
at  1-800-633-1058,  ext.  10349  today.  Or  find  us  on 
the  Web  at  http://www.oracle.com/applications 
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The  Japanese  bought  trophy  buildings  at  the  peak  of 
the  U.S.  real  estate  market.  Other  Asians  are  smarter 
with  their  dollars. 

How  do  you  say 
Cockatoo  Inn 
in  Chinese? 


By  Damon  Darlin 

Amid  the  used-car  lots  and  taco 
stands  on  Hawthorne  Boulevard, 
right  down  the  street  from  the  Jet 
Strip  nudie  bar,  sits  the  Cockatoo  Inn. 
A  trophy  property  it  is  not.  Situated 


just  east  of  the  Los  Angeles  Interna- 
tional Airport,  it  can  rent  on  average 
only  40%  of  its  213  rooms,  even  at  a 
rate  of  $44  a  night. 

Nevertheless,  the  Cockatoo  caught 


the  attention  of  a  wealthy  family  from 
mainland  China.  Earlier  this  year  they 
paid  $3  million,  just  $14,000  a  room, 
for  it.  Their  thinking:  Book  Mainland 
tourists  and  businessmen,  for  whom 
this  hotel  wouldn't  look  so  bad,  and 
raise  the  occupancy  above  60%. 

Other  Asian  investors  are  bottom 
fishing  too,  focusing  on  real  estate  in 
depressed  markets  that  are  starting  to 
turn  around.  A  group  of  mostly  Tai- 
wanese and  Hong  Kong  investors 
recently  forked  over  $6  million  for  the 
North  County  Car  Wash  in  Escondi- 
do,  Calif.  An  Indonesian  group 
recendy  paid  $8  million  for  the  180- 
room  Santa  Ana.  Ramada  Inn.  A  Chi- 
nese family  bought  40,000  desolate 
acres  in  Utah. 

It's  a  far  cry  from  the  late  1980s 
when  Japanese  investors  paid  record 
prices  for  real  estate  trophies  like  the 
Pebble  Beach  golf  course,  Rockefeller 
Center  and  the  AT&T  Building  in 
New  York.  "The  Japanese  didn't 
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The  Cockatoo  Inn  on  Hawthorne  Boulevard 

Mainland  Chinese  investment  has  invaded  a  neighborhood  of  taco  stands  and  strip  bars. 
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#  1  Overall 
Three  Years  in  a  Row 

"How  the  Discount  Brokers  Stack  Up"  I 


properly  adapt,"  says  Richard  Alter, 
managing  director  of  Financial  Capi- 
tal Investment  Co.,  which  arranged 
ten  recent  real  estate  sales  to  Asian 
investors  in  Los  Angeles.  "They  said, 
'We  have  the  money,  so  we  must  be 
the  smartest  people  in  the  world.''" 

Not  so  arrogant  are  today's  Asian 
investors.  They  are  predominantly 
ethnic  Chinese  businessmen  from 
Indonesia,  Singapore,  Taiwan  and 
China.  They  know  the  value  of  a 
dollar.  Taiwanese  investors  bought  the 
21 -story  811  Wilshire  office  building 
in  downtown  Los  Angeles  for  a  quar- 
ter of  its  previous  sales  price  of  $83 
million  and  well  below  its  replace - 

"The  Japanese  said,  'We 
have  the  money,  so  we 
must  he  the  smartest 
people  in  the  world.' 99 


ment  cost.  The  Escondido  car  wash  is 
throwing  off  enough  cash  to  give  its 
buyers  a  30%  annual  cash-on-cash 
return. 

Many  of  the  new  Asian  investors 
know  they  could  probably  earn  bigger 
returns  back  home,  but  they  feel  that 
a  somewhat  subpar  return  is  a  small 
price  to  pay  for  the  safety  that  comes 
with  owning  property  in  the  U.S. 
Despite  amazing  economic  gains, 
places  like  Indonesia,  Taiwan  and 
even  Hong  Kong  aren't  necessarily 
stable  politically.  Riots  and  wars  are 
still  possibilities.  There  is  less  chance 
of  that  in  the  U.S. — even  in  Los 
Angeles.  The  idea  of  U.S.  real  estate 
is  so  winning  that  Financial  Capital 
Investment  is  setting  up  a  real  estate 
investment  fund  to  sell  to  smaller 
investors  in  Taiwan  or  Southeast  Asia 
for  $200,000  a  share.  It  plans  to  raise 
$80  million  in  Asia  for  its  first  such 
fund  this  year. 

Another  difference  with  these 
investors:  By  and  large  it  was  Japanese 
institutions  investing.  The  Chinese 
invest  here  as  individuals,  risking  their 
own  money.  "They  are  more  likely  to 
buy  by  the  pound,"  says  Jon  Feucht, 
executive  vice  president  of  Birtcher 
Property  Services  in  Laguna  Niguel, 
Calif.,  who  has  assisted  in  several  hotel 
deals  in  southern  California. 

Foreign  investors  account  for  only 
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This  year,  the  nation's  20  largest  discount 
brokers  were  surveyed  in  nine  separate  categories: 


Trading  Costs 
Breadth  ot  Products 
Mutual  Fund  Offerings 


Automation 
Extra  Services 
Extra  Costs 


Responsiveness 
Account  Statements 
Staying  Out  of  Trouble 


Based  on  surveys  conducted  by  SmartMoney,  the  Wall  Street 
Journal  Magazine  of  Personal  Business,  1994,  1995,  &  1996 


Our  Comprehensive  Scope 

Access  to  over  5,000  mutual  funds  ■ 

The  largest  selection  of  mutual 
funds  without  transaction  fees 
(over  900  and  growing) 

No-Load/Low-Load  Annuity  and 

Life  Insurance  Buying  Service 

(over  500  products)  ■ 


of  Services  Includes: 

FLAT  FEE  trading  through 
ComputerPATHSM  and 
PATH  On-LineSM  ($25  per 
trade  up  to  l  ,250  shares  or  20 
per  share  over  1 ,250  shares, 
$25  minimum) 

No  Annual  Fee  IRA  and  QRP 


PLEASE  call  for  free  reprints  of  the  SmartMoney  surveys 
and  for  information  about  our  investor-oriented  services. 


(800)431-3500 


The  West  Coast's 
First  Discount  Broker 
Continuous  Service 
Since  1973 


SIPC 


http://pawws.com/jwc 


Open  24  hours, 
7  days  a  week 
for  order  execution 
and  personalized 
service 


Jack  White,  President 


JackWhite  &  Company 

9191  Towne  Centre  Dr.,  2nd  Floor  •  San  Diego,  CA  92122 


The  North  County  Car  Wash  in  Escondido,  Calif. 

It's  not  a  trophy,  but  did  Rockefeller  Center  throw  off  an  annual  30%  yield? 


family,  recently  paid 
$63  million  for  the  his- 
toric Biltmore  Hotel  in 
downtown  Los  Ange- 
les. The  last  time  the 
Biltmore  was  sold,  in 
1991,  it  went  for  $220 
million  to  a  Japanese 
company-  Regal  paid 
only  $60,000  a  room 
for  the  hotel  and 
bought  attached  office 
space  for  $50  a  foot,  in 
a  market  where  prime 
space  costs  $1 10  a  foot. 

Indonesia's  Sinar 
Mas  Group  bought  the 
801  Figueroa  building 
in     downtown  Los 
Angeles  for  $61  mil- 
lion,   or    $138  per 
square     foot.  That 
seemed  like  a  lot,  com- 
pared with  real  estate 
vulture    Sam  Zell's 
snatching  up  nearby  2  California 
Plaza  for  a  mere  $100  per  square 
foot.  But  801  Figueroa  is  nearly  fully 
occupied  and  has  leases  that  aren't 
rolling  over  for  another  ten  years. 
The  Indonesians  paid  about  50%  over 
the  building's  $41  million  estimated 
value,  but  the  new  owners  also  figure 
that  it  would  cost  at  least  $110  mil- 
lion to  build  a  similar  building.  They 
get  a  respectable  cash  return  of  about 


Milwaukee's  Plaza  East  Office  Center 
Now  owned  by  Singapore  workers. 


about  8%  of  total  U.S.  real  estate  pur- 
chases. But  the  Asians  are  making 
their  presence  felt  in  the  hotel  sector, 
particularly  for  the  frumpier  mid- 
range  hotels  like  the  Santa  Ana  Dou- 
bletree, the  Holiday  Inn  Civic  in  San 
Francisco  or  the  Whittier  Hilton. 

Even  when  the  Chinese  do  buy  a 
trophy,  they  pay  rational  sums.  Hong 
Kong's  Regal  Holdings,  a  group  con- 
trolled by  the  billionaire  Lo  Ying  Shek 


7%  for  now  and  could  see  a  15%  to 
20%  appreciation  on  the  property 
itself  in  about  five  to  six  years  as  LA. 
bounces  back. 

Very  quietly,  the  Government  of 
Singapore  Investment  Corp.  has 
emerged  as  one  of  the  major  buyers. 
GOSic  manages  the  pension  funds  for 
Singapore's  2.8  million  citizens. 
(Unlike  the  U.S.  pyramid  scheme 
blown  as  Social  Security,  Singapore's 
retirement  plan  is  fully  funded  and  run 
as  an  investment  trust.)  It  has  recent- 
ly bought  the  AT&T  Corporate  Center 
and  usg  Building  in  Chicago  for  a 
combined  $545  million,  and  hopes  to 
buy  Seattle's  520  Pike  Tower  and  Mil- 
waukee's Plaza  East  Office  Center, 
each  for  about  $50  million. 

Some  U.S.  brokers  think  that 
GOSIC  is  showing  a  Japanese-like  ten- 
dency to  pay  top  dollar  for  its  prop- 
erties. It  paid  a  reported  $215  mil- 
lion, or  about  $100  a  square  foot,  for 
the  Town  Center  in  Southfield, 
Mich.,  a  Detroit  suburb,  whereas 
General  Motors  recently  paid  a  mere 
$33  a  square  foot  for  its  $72  million 
purchase  of  the  downtown  Renais- 
sance Center.  But  then,  critics 
thought  the  Singaporeans  overpaid 
for  the  Millenium  Hilton  in  New 
York's  Wall  Street  district.  The  value 
of  its  investment  has  doubled  in  three 
years'  time. 

A  creep  toward  trophyism  is  prob- 
ably inevitable.  Polylinks  Interna- 
tional, a  Vancouver  consortium  of 
wealthy  Hong  Kong  families,  is 
putting  together  a  portfolio  of  high- 
profile  hotels:  the  Beverly  Wilshire 
Hotel  in  Beverly  Hills  and  the  Four 
Seasons  Hotel  in  New  York.  But  they 
aren't  going  wild.  At  $190  million,  or 
$500,000  a  room,  the  Four  Seasons 
looks  more  like  Hong  Kong  prices, 
but  a  real  estate  executive  says  the 
company  paid  about  half  the  hotel's 
replacement  value.  Polylinks  also 
bought  the  Beverly  Wilshire  for 
roughly  half  of  what  a  Japanese 
investor  group  spent  on  it. 

Martin  Sawa  is  first  vice  president 
for  investment  property  at  CB  Com- 
mercial in  Los  Angeles.  He  com- 
pares today's  Asian  buyers  to  the 
Japanese  buyers  who  lost  so  much 
money  a  few  years  ago:  "They  [the 
Chinese]  want  to  one-up  their  rich 
relatives,  but  there  is  still  protection 
of  capital." 
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Innovation  knows  no  boundaries.  So  when  Lazard 
Brothers  Asset  Management  concluded  that  they 
could  better  serve  their  clients'  complex  asset 
management  needs  by  outsourcing  the  custody 
of  their  worldwide  investment  portfolios --they 
looked  to  us.  Eliminating  the  need  for  an  expensive 
in-house  operation  would  allow  them  to  focus  on 
their  core  asset  management  business—what  they 
do  best.  After  completing  an  extensive  evaluation, 
Lazard  Brothers  Asset  Management  chose 
Bankers  Trust  as  their  global  custodian.  Why?  To  remain  competitive 
they  needed  portfolio  information  in  real  time,  across  global  markets—so 
that  they  had  the  information  they  needed,  when  they  needed  it.  Keeping 
on  top  of  the  market  and  ahead  of  the  competition.  With  a  system 
tailored  by  market,  Lazard  Brothers  Asset  Management  will  benefit  from 
the  most  technologically  sophisticated  and  extensive  global  reporting 
available.  Bankers  Trust's  investment  in  research  and  development, 
technological  innovation,  superior  risk  management  skills,  coupled  with 
our  global  reach  and  local  market  knowledge,  allow  us  to  provide  our 
clients  with  the  competitive  advantages  they  need  to  succeed.  Which 
is  as  it  should  be,  because  for  Lazard  Brothers  Asset  Management 
clients,  only  the  best  has  ever  been  good  enough.  We  welcome  the 
opportunity  to  discuss  how  we  can  develop  equally  innovative  solutions 
to  your  financial  challenges. 


GLOBAL  CUSTODY 

Lazard  Brothers 
Asset  Management 

June  1996 

Assets  under  custody 
US  $6,000,000,000 

ABankersTrust 


k  BankersTrust 

Architects  of  Value 


and  its  affiliated  companies. 


Kim  Polese  made  Web  history  by  helping  launch  Java 
at  Sun  Microsystems.  Now  she's  cashing  in  on  her 
fame  with  a  new  company  that  could  bypass  bottle- 
necks on  the  Web. 

Hot  company, 
cool  code 

By  Zina  Moukheiber 


on  marketing.  Compare  that  with  the 
millions  Microsoft  spent  on  its  relent- 
less advertising  of  Windows  95. 

Such  talents  do  not  go  unnoticed 
in  a  valley  brimming  over  with  ven- 
ture capital.  So  it  is  that  Polese,  34, 
now  has  her  own  company,  Marimba. 
She  quit  Sun  in  January  with  col- 
leagues Arthur  van  Hoff,  Jonathan 
Payne  and  Sami  Shaio,  who  wrote 
parts  of  Java  and  helped  develop  the 
Hotjava  browser.  They  took  with 
them  their  intimate  knowledge  of  the 
code — something  few  Java  startups 
can  claim.  "We  knew  what  was  miss- 
ing, and  what  needed  to  be  built  on 
top  of  Java,"  says  Polese, 
chief  executive  of  the  new 
venture.  The  technology 
they've  drummed  up, 
called  Castanet,  could  get 
things  clicking  on  the 
Internet  by  making  the 
Web  experience  less  of  a 
tedious  waiting  game. 

Imagine  turning  on 
your  computer  and  get- 
ting on  your  main  menu 
the  icons  of  SportsLine 
USA,  your  local  newspaper 
and  your  company's 
regional  sales  report.  All 

Marimba's  Kim  Polese 
Hacker  turned  evangelist. 


Marc  Andreessen  stood  next  to 
Scott  McNealy  on  stage  when 
McNealy,  Sun  Microsystems  chair- 
man, orchestrated  a  Java  hoopla  at 
the  Moscone  Center  in  San  Francisco 
in  May  1995.  The  Netscape  prodigy 
was  giving  the  thumbs-up  for  the  hit 
computer  programming  language. 


Watching  proudly  from  the  sidelines 
was  Kim  Polese.  As  the  one-woman 
marketing  division  for  Java,  she  had 
shepherded  it  to  a  phenomenal 
launch.  Many  programs  and  pro- 
gramming languages  are  concocted; 
few  are  cool.  Java  was  deemed  cool, 
and  Sun  had  spent  next  to  nothing 


you  have  to  do  is  click  on 
an  icon  to  get  an  update 
of  the  Knicks  game,  or 
see  how  many  sweaters 
you've  sold  in  the  Boston 
stores.  Thus,  you're  cre- 
ating your  own  Web 
world  on  your  desktop. 
No  need  to  browse,  and 
no  need  to  wait  endlessly 
for  pages  to  download. 

How  does  Castanet  do 
that?  A  client's  hard  drive 
is  fitted  with  a  "tuner,"  a 
piece  of  software  fitting  in 
a  small  200,000  bytes. 
The  timer  allows  the  user  to  down- 
load just  once  an  application  from  a 
chosen  Web  site  or  an  intranet  server. 
It  then  asks  the  site's  server,  which  is 
equipped  with  a  "transmitter,"  to 
update  the  client  with  new  data  that 
goes  with  that  application.  Marimba 
is  currently  giving  its  transmitters  to 
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corporations  and  other  content  devel- 
opers. It  will  start  selling  the  trans- 
mitters next  month  for  between  $995 
and  $15,000.  The  consumer's  tuner 
is  free  and  will  remain  so. 

The  Web  user,  who  is  paying  for 
the  telephone  connection,  decides 
how  often  to  get  updates.  It  could  be 
;  every  5  minutes  or  every  24  hours. 
Once  you  get  them,  your  computer 
hangs  up  the  modem. 

Polese  has  attracted  inquiries  from 
some  important  outfits.  The  Point- 
Cast Network  is  considering  using 
Castanet  as  a  possible  delivery  system 
for  its  content.  Microsoft  is  evaluat- 
ing Castanet,  perhaps  for  bundling  it 
with  its  Internet  Explorer,  mgm  may 
use  Castanet  to  conduct  episodic 
storytelling  from  its  Web  sites.  Rather 
than  clicking  and  waiting  for  the  Web 
page  to  download,  "with  Marimba 
I  you  can  start  streaming  immediately, 
like  TV,"  says  Kenneth  Locker,  exec- 
utive producer  at  mgm  Interactive. 

Kim  Polese  joined  Sun  Micro- 
systems in  1989,  where  she  became  a 
product  manager  for  C++,  then  a 
new  programming  language.  Polese 
held  an  undergraduate  degree  in  bio- 


physics from  the  University  of  Cali- 
fornia at  Berkeley  and  had  taken 
computer  science  courses  for  one  year 
at  the  University  of  Washington.  She 
learned  C++,  but  enjoyed  marketing 
more  than  hacking.  "The  fact  that  I 
had  a  technical  background  allowed 
me  to  make  the  transition  into  mar- 
keting more  smoothly,"  she  says. 

Her  break  came  in  1993  when  she 
was  let  in  on  a  project  to  develop  the 
precursor  to  Java.  This  programming 
language  was  to  run  on  interactive 
televisions  of  the  future  and  on  hand- 
held devices.  As  a  prototype  vehicle, 
Sun  engineers  had  slapped  together  a 
Nintendo  game  machine,  a  touch 
screen  from  Sharp  and  Sun  SPARC 
chips.  This  proto-Java  language  was 
versatile;  it  could,  for  example,  pro- 
gram a  VCR  (hey,  most  humans  can't 
do  that). 

"The  first  time  I  saw  this  thing  I 
was  blown  away,"  says  Polese.  "I  was 
amazed  that  a  programming  lan- 
guage could  be  so  many  things."  She 
became  the  product  manager  for  the 
interactive  language,  but  quickly  real- 
ized that  the  costly  interactive  appli- 
ances it  was  to  be  used  on  were  going 


to  be  a  tough  sell  to  consumers. 

With  Patrick  Naughton,  then  an 
engineer  for  Sun,  Polese  redirected 
Java.  She  positioned  it  for  desktop 
PCs,  where  sales  were  beating  expec- 
tations, and  for  the  Internet,  which 
was  also  taking  off.  Then  she  became 
an  evangelist,  trying  to  get  creative 
programmers  to  try  it  out. 

With  her  name  linked  to  Java,  she 
could  write  her  own  ticket.  John 
Doerr,  star  partner  at  Kleiner  Perkins 
Caufield  &  Byers  and  a  board 
member  at  Sun,  E-mailed  her  with  an 
offer  of  venture  capital.  Polese  held 
off  until  she  and  her  computer  engi- 
neer partners  came  up  with  a  proto- 
type for  Castanet.  They  each  invested 
$15,000  in  Marimba,  which  helped 
pay  the  rent  on  a  2,000-square-foot 
second-floor  walk-up  in  Palo  Alto, 
across  the  street  from  a  coffee  shop 
called  Java  Central.  In  August  Klein- 
er Perkins  launched  a  $100  million 
fund  to  invest  in  Java-based  compa- 
nies. Marimba  got  $4  million. 

It  has  all  the  makings  of  a  hot  com- 
pany. All  it  has  to  do  now  is  get  some 
revenue.  But  that,  as  Scott  McNealy 
saw,  is  Kim  Polese's  forte.  Hi 


Aspirin  company's  web  site  records  1,321,362  hits. 


lie  RS/6000  Web  Server  Putting  your  business  up  on  the  Net  needn't  disrupt  your 
nterprise.  That's  because  the  RS/6000  "  web  server  works  with  your  existing  systems.  Its  award- 
/inning  systems  management  capabilities  help  simplify  integrating  your  Internet  solution  into  your 
usiness.  For  complete  details,  call  1  800  IBM-2468,  ext.  FA055,  or  drop  by  www.rs6000.ibm.com 


I  isaregistefed  trademark  and  RS/6000and  Solutions  loi  a  small  planel  afe  irarJemarks  nr  ifitemalional  Business  Machines  Corporarion  the  IBM  home  pagecan  be  found al  www  ibm  com  ^1996  IBM  Corporation 


Solutions  tor  a  -.mall  planet 


There  are  a  lot  of  reasons  why  people  drive  their  cars.  But  the  people  who  drive  the  Monte  Carlo"  Z3^ 
usually  cite  the  effortless  performance  of  its  215-horsepower  V6  engine.  The  way  its  four-speed 
automatic  transmission  makes  gearshifts  almost  invisible.  How  its  specially  tuned  Ride  and  Handling 


suspension  with  quick-ratio  power  steering  smooths  out  corners  and  undulating  stretches 
n  short,  Monte  Carlo  is  a  car  you  can  trust  to  make  driving  something  more  than  just  a 
n  end.  The  1997  Monte  Carlo  Z34.  It's  personal  space.  From  Genuine  Chevrolet. 


Genuine  Chevrolet 

The  Cars  More  Americans  Trust. 
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C€Dr.  XV5  bubble  detector 


BY  STEVE  H,  HANKE 


Steve  H.  Hanke 
is  a  professor  of 
Applied  Economics  at 
The  Johns  Hopkins 
University  in  Baltimore. 


WHEN  THE  Dow  breached  the  historic  6000 
mark,  it  was  as  if  we  had  entered  a  brave  new 
worii,  one  without  bears,  business  cycles  or 
rial  red  flags.  This  leaves  me  less  than 

euphoric. 

Wall  Street's  new  paradigm  reminds  me  of  a 
similarly  Panglossian  time:  the  late  1920s, 
when  Yale  Professor  Irving  Fisher,  perhaps  the 
greatest  economist  of  his  era,  confidently  pro- 
claimed that  stock  prices  were  at  a  "perma- 
nently high  plateau."  Fisher,  then  62  and  a 
man  of  strong  convictions,  staked  his  reputa- 
tion and  fortune  on  an  unwavering  optimism 
about  the  economy  and  stock  prices.  Alas,  the 
1929  crash  vaporized  Fisher's  $10  million  for- 
tune and  cast  a  cloud  over  his  reputation. 

Thinking  about  the  market  in  1929  and  in 
1996  sent  me  to  my  files  to  retrieve  some  cor- 
respondence I  received  in  August  from  anoth- 
er great  economist.  Asking  to  remain  anony- 
mous (I'll  call  him  "Dr.  X"),  he  enclosed  for 
my  amusement  what  he  called  a  "bubble 
detector." 

After  giving  Dr.  X's  bubble  detector  some 
serious  attention,  I  was  far  from  amused. 
Since  1980  the  readings  on  the  bubble  detec- 
tor zig  and  zag  around  the  average,  with  two 
sets  of  extremely  high — that  is,  dangerous — 
readings  of  equal  magnitude.  The  first  set  of 
highs  was  recorded  just  before  the  stock 

The  bubble  detector  is  saying 
that  now  is  not  a  good  time  to 
buy  $1  worth  of  stock  earnings. 


market  crash  of  October  1987.  The  second 
began  earlier  this  year.  This  red  flag  suggests 
the  stock  market  is  in  a  bubble  phase  and  that 
current  stock  price  trends  will  not  continue 
unabated. 

Just  what  is  Dr.  X's  bubble  detector  all 
about?  Essentially  it  measures  the  value  of 
equities  relative  to  fixed  income  securities. 

The  core  idea  is  the  ratio  of  wealth-to- 
income.  This  ratio  indicates  the  length  of  time 
it  fakes  for  a  constant  flow  of  income  to  "pur- 
chase" a  given  stock  of  income -producing 
assets — 1,000  shares  of  Royal  Dutch  Petrole- 
um, say,  or  1,000  T  bills.  As  the  ratio  increas- 
es, more  time  is  required  to  purchase  a  source 
of  income,  implying  that  assets  are  becoming 
more  expensive  relative  to  income. 


Dr.  X's  bubble  detector  is  the 
wealth/income  ratio  for  stocks,  divided  by 
the  comparable  ratio  for  bonds.  The  read- 
ings for  the  bubble  detector  increase  when 
the  wealth/income  ratio  for  stocks  increas- 
es relative  to  the  ratio  for  bonds.  In  other 
words,  the  red  lights  flash  when  it  becomes 
much  more  expensive  to  purchase  $1 
worth  of  earnings  from  stocks  than  to 
purchase  $1  worth  of  interest  income 
from  bonds. 

As  a  proxy  for  the  wealth/income  ratio  for 

bonds,  Dr.  X  uses,  the  (reciprocal  of  the  ten- 

'  ,  ...poinA:     \  .. 

year  Ireasury-wU  rate,  or  1/interest  rate. 

Right  now  this  component  is  1/6.5,  or 

0.15385.  If  the  interest  rate  increases,  this 

wealth/income  ratio  declines  and  it  takes  less 

time  to  purchase  a  given  quantity  of  bonds 

because  bond  prices  have  fallen. 

The  proxy  used  for  stocks  is  the  ratio  of  the 
Standard  &  Poor's  500  to  per  capita  personal 
income.  If  stock  prices  rise  and  income  stays 
the  same,  the  wealth/income  ratio  for  stocks 
increases  and  it  takes  more  time  to  purchase  a 
given  quantity  of  stock.  Right  now  this  com- 
ponent is  710.82/$24,618,  or  0.02887. 

The  bubble  detector  has  averaged  0.1430 
since  1980.  Prior  to  the  October  1987  crash, 
it  peaked  at  0.1864.  Since  then  it  has  dropped 
as  low  as  0.1150  in  September  1993,  and  in 
May  1996  it  shot  up  once  again  to  0.1850. 
Since  May  the  bubble  detector  has  remained 
in  the  danger  zone.  It  is  currently  0.1877 
(0.02887/0.15385). 

What  this  high  reading  means,  of  course,  is 
that  now  is  a  relatively  good  time  to  buy  $1 
worth  of  bond  interest,  and  not  a  good  time 
to  buy  $1  worth  of  stock  earnings.  Since  capi- 
tal markets  are  ultimately  rational,  people  will 
rebalance  their  portfolios  by  selling  some 
stocks  to  buy  some  bonds. 

Dr.  X's  warnings  are  confirmed  by  Profes- 
sor Owen  Lamont  of  the  University  of  Chica- 
go. In  a  recent  study  published  by  the 
National  Bureau  of  Economic  Research, 
Lamont  analyzes  earnings,  dividends  and 
returns  on  the  stock  market  over  the  1947-94 
period.  His  findings  suggest  that  today's  high 
earnings  should' bring  you  grief,  not  joy. 
Indeed,  the  worst  time  to  buy  stocks  is 
during  an  earnings  boom  such  as  the  one  we 
are  witnessing  today. 

If  you  try  Dr.  X's  bubble  detector  on  a 
friend  and  he  tells  you  we  have  entered  a  new 
age  of  valuing  capital  assets,  remind  him  of 
poor  old  Irving  Fisher.  H 
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As  unflattering  details  of  Armand  Hammer's  life  come  to  light, 
Forbes  veteran  James  Cook,  who  knew  Hammer  for  two 
decades,  reflects  upon  the  man  and  a  new  book  about  him. 

Smoke,  mirrors 

and  Armand  Hammer 

By  James  Cook 


Selfless  capitalist,  art  fancier, 
humanitarian,  global  statesman, 
United  Nations,  World  Bank  and 
United  Way  all  rolled  into  one — 
that's  how  the  late  Armand  Hammer, 
chairman  and  chief  executive  of  Occi- 
dental Petroleum,  would  have 
wanted  posterity  to  think  about 
him — and  how  he  may  even  have 
thought  of  himself.  But  now,  six  years 
after  Hammer's  death  at  age  92, 
Edward  Jay  Epstein  has  written  a 


book  that  casts  most  of  these  and 
other  myths  about  Hammer  into  the 
trash.  The  book  is  called  Dossier:  The 
Secret  History  of  Armand  Hammer 
(Random  House,  $30),  and  it's  less  a 
conventional  biography  than  a  com- 
pendium of  the  new  discoveries 
Epstein  has  made  about  the  seamy 
underside  of  Hammer's  public  life. 

A  handful  of  other  books  in  recent 
years  have  successively  undermined 
the  public  image  Hammer  assiduous- 


Armand  Hammer  (circa  1945)  preens 

his  prize-winning  Black  Anguses 

A  bull  artist  in  more  ways  than  one. 


ly  cultivated  over  his  very  long  life. 
But  as  Epstein  presents  him, 
Hammer  was  almost  without  any 
redeeming  social  value.  Selfless  capi- 
talist? Global  statesman?  Fraud,  liar, 
cheat,  thief,  embezzler,  foreign  agent, 
charlatan  and  snake-oil  salesman  is 
more  like  it,  in  Epstein's  estimation. 
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ABOVE:  The  Hammer  family  in  1903.  Armand 
center,  his  mother  Rose's  hand  on  his  shoul- 
der; Hammer  (right),  with  first  wife  Olga  and 
brother  Harry  on  holiday  in  the  mid-1920s 
At  30,  a  Lenin-made  mogul. 


Epstein's  book  is  drawn  from 
hitherto  untapped  resources — files  of 
the  FBI  dating  to  the  early  1920s  and 
retrieved  under  the  Freedom  of 
Information  Act;  newly  available 
Soviet  archives;  secret  tapes  Hammer 
made  of  some  of  his  business  deal- 
ings; the  testimony  of  former  Occi- 
dental executives;  the  recollections  of 
mistresses,  colleagues  and  friends. 
Though  undigested  files  may  be  far 
from  conclusive  evidence  of  much 
more  than  spite,  malice  and  misinfor- 
mation, Epstein's  account  overall 
rings  true.  But  he  is  so  completely  the 
captive  of  his  sources  that  he  often 
loses  track  of  the  man  who  generated 
them.  Here  is  a  wonderfully  detailed 
account  of  the  machinations  involved 
in  Hammer's  winning  the  Libyan 
concession  for  Oxy,  but  the  details  of 
how  he  turned  a  marginal  California 
oil  company  into  an  international 
giant  are  largely  missing. 

I  interviewed  Hammer  at  length  a 
half-dozen  times  in  the  last  two 
decades  of  his  life  and  spent  time  with 
him  on  as  many  social  and  ceremoni- 
al occasions.  I  did  not  like  him,  as  my 
Forbes  articles  "Armand's  new  ele- 
phant" and  "The  high  cost  of 
Hammer"  made  clear.  But  I  couldn't 
fail  to  be  taken  with  his  nerve  and 
verve,  his  chutzpah  and  hubris.  I  was 


sometimes  offended  by  his  obsession 
with  himself — but  who  could  resist 
his  exuberance  and  zest?  As  a  person- 
ality, he  crackled  like  a  firecracker. 

Sometimes  he  sounded  as  if  he 
were  a  character  invented  by  Woody 
Allen.  "They  call  me  the  baking  soda 
king,"  he'd  cackle  when  you  asked 
him  about  Occidental's  inexplicable 
acquisition  of  an  interest  in  Arm  & 
Hammer.  He'd  boast  he'd  made  a 
fortune  during  Prohibition,  peddling 
an  alcohol-laced  patent  medicine 
called  "tincture  of  ginger."  He 
thought  of  himself  as  a  great  lover 
and  would  impishly  intimate  that  he 


had  a  track  record  to  prove  it.  I  once 
asked  him  about  a  rumored  affair  with 
a  famous  American  movie  actress.  He 
replied:  "Never  met  her,  so  she's 
never  had  a  chance  to  proposition 
me."  Ah,  the  aphrodisiac  of  power. 

Jay  Epstein's  Armand  Hammer  is 
much  more  one-dimensional  than 
this.  He  seems  to  have  come  out  of 
some  Elizabethan  tragedy  of  blood. 
When  he  is  unable  to  get  supplies  by 
railroad  to  his  asbestos  mine  in  the 
Urals,  he  does  not  hesitate  to  call  in 
the  Cheka  (the  Soviet  secret  police) 
for  assistance.  He  promises  to  marry 
Bettye  Jane  Murphy,  the  young  cock- 
tail hostess  he  had  got  pregnant,  as 
soon  as  he  divorces  his  second  wife; 
but  once  the  divorce  becomes  final, 
he  marries  the  wealthy  widow 
Frances  Tolman.  In  the  Kremlin, 
during  an  audience  with  Gorbachev, 
85-year-old  Frances  slips  and  falls 
hard  on  the  polished  floor;  Hammer 
leaves  her  lying  there  and  rushes  for- 
ward to  embrace  Gorbachev.  Days 
before  his  death  in  December  1990 
Hammer  breaks  every  promise  he 
ever  made  to  provide  financial  securi- 
ty for  his  mistresses,  his  children  and 
grandchildren  and  leaves  them  with 
nothing. 

Hammer  liked  to  describe  himself 
as  a  capitalist  who  went  to  Russia  in 
the  1920s  for  profit,  not  for  poli- 
tics— but,  as  Epstein  demonstrates, 
the  profits  were  few  and  far  between. 
Almost  without  exception  Hammer's 
business  triumphs  were  creations  of 
smoke  and  mirrors. 

But  what  smoke  and  what  mirrors! 
As  Epstein  tells  it,  virtually  every 
business  venture  Hammer  undertook 
was  a  failure — the  family  drug  busi- 
ness— Allied  Drug  &  Chemical — in 
New  York,  the  Urals  asbestos  mine, 
the  Harju  Bank  in  Estonia,  the 
Hammer  Cooperage  Co.  in  New 
Jersey,  the  art  galleries  in  New  York. 
Epstein  concludes  even  Hammer's 
building  Occidental  Petroleum  into 
the  world's  twelfth- largest  oil  compa- 
ny was  possible  only  because  he  sys- 
tematically dipped  into  Frances 
Tolman  Hammer's  inheritance. 

Venture  after  venture  ran  into 
trouble  because  Hammer  locked 
himself  and  his  companies  into  long- 
term,  fixed-price  contracts,  only  to 
discover  that  prices  that  went  up 
could  also  go  down — asbestos  prices, 
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oil  prices,  coal  prices,  fertilizer  prices, 
even  barrel  stave  prices — and  convert 
his  expected  profits  into  losses.  But 
however  badly  he  was  burned, 
Hammer  never  learned  from  experi- 
ence. To  the  end  he  believed  that  oil 
prices  were  headed  for  $100  a  barrel. 

Yet  unstable  though  they  were, 
Hammer's  businesses  always  yielded 
enough  cash  to  burnish  his  public 
image  and  support  his  profligate 
lifestyle — estates  in  the  suburbs,  hide- 
aways in  New  York  and  Florida, 
yachts,  airplanes,  mistresses,  servants 
and  limousines.  From  the  mid-1950s 
onward   the   cost   of  Hammer's 


Hammer  had 
curious  financial 
dealings  with  Lenin, 
Khrushchev, 
Brezhnev  and 
Gorbachev  (as  well 
as  Stalin) 
The  FBI  started 
keeping  tabs  on 
Hammer  in  the 
early  1920s.  "It 
looks  to  me  as  if 
these  Hammers 
are  no  good," 
wrote  J.  Edgar 
Hoover  in  the  late 
1950s.  The  FBI 
files  often  proved 
to  be  an 
embarrassment 
and  a  hindrance. 


lifestyle  was  borne  by  Occidental 
Petroleum,  despite  the  fact  Hammer 
owned  merely  1%  of  Oxy's  stock. 

Epstein's  most  important  discovery 
is  to  confirm  what  many  Hammer- 
watchers  have  long  suspected:  From 
at  least  the  1920s,  when  he  ceded 
control  of  Allied  to  the  Soviets, 
Hammer  was  a  Russian  agent. 

Much  of  the  story  is  fairly  familiar. 
Hammer's  father  was  Julius  Hammer, 
a  New  York  physician  who  helped  to 
found  the  Communist  Party  of  the 
United  States  and  was  one  of  Lenin's 
trusted  comrades.  Armand  was 
named  after  the  arm  and  hammer 
symbol  of  America's  Socialist  Labor 
Party  (not  the  baking  soda),  which  he 
joined  in  1916  when  he  was  18. 

Instead  of  taking  up  a  planned 
internship  at  New  York's  Bellevue 
Hospital  after  his  graduation  from 
Columbia  Medical  School  in  1920, 
Armand  Hammer  went  to  Russia. 
Over  the  years  he  offered  a  variety  of 
explanations  for  his  Russian  tenure. 
But,  as  Epstein  makes  clear,  his  real 
purpose  was  to  win  a  business  con- 
cession from  the  Soviets  that  would 
restore  the  family's  fortunes,  which 
had  been  depleted  by  Julius 
Hammer's  support  of  Leninist  causes, 
and  demonstrate  to  the  outside  world 
that  the  new  Soviet  state  was  open 
and  eager  for  foreign  investment. 
Hammer  was  soon  the  Soviet  repre- 
sentative of  30  American  firms  inter- 
ested in  investing  in  Russia.  But  suc- 
cess came  at  a  price.  "Hammer 
departed  Russia  [in  1921],"  says 
Epstein,  "with  a  . . .  commitment  to 
using  his  family's  company  to  help 
finance  Soviet  espionage  in  America." 

Hammer  went  to  Russia  as  his 
father's  surrogate.  Not  long  before, 
Julius  Hammer  had  been  charged  with 
performing  an  illegal  abortion  at  his 
home  on  a  Russian  woman  who  later 
died.  He  was  convicted  of  first-degree 
manslaughter  and  sentenced  to  hard 
labor  at  New  York's  Sing  Sing  prison. 

It  turns  out  that  Julius  Hammer 
was  unjustly  imprisoned.  According 
to  Bettye  Jane  Murphy,  one  of 
Hammer's  mistresses  and  the  mother 
of  his  daughter,  Victoria,  it  was  not 
Julius  who  performed  the  abortion 
but  Armand,  then  a  first-year  medical 
student  who  was  not  licensed  to  prac- 
tice medicine.  "Julius  had  not  only 
been  his  [Armand's]  model,"  Epstein 
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quotes  Murphy  as  saying,  "he  had 
been  his  savior." 

Only  23  when  circumstances 
dumped  him  into  the  chaos  of 
postrevolutionary  Russia,  Hammer 
learned  skills  that  were  to  shape  his 
life.  "As  Lenin's  chosen  first  capital- 
ist," writes  Epstein,  "he  had  learned 
a  mode  of  business  very  different 
from  that  taught  in  the  West.  It  was 
not  based  on  the  concepts  of  compe- 
tition advocated  by  Adam  Smith, 
according  to  which  only  the  most 
efficient  producer  survives,  nor  was  it 
even  based  on  a  free  market.  It  was 
based  on  the  Leninist  concept  that 
economic  rewards  proceed  from  the 
state.  Rather  than  exposing  business- 
men to  withering  only-the-fittest- 
shall-survive  competition,  the  state 
protects  its  concessionaires.  The  chief 
skill,  therefore,  is  getting  a  concession 
from  the  government — and  holding 
on  to  it."  And  that,  for  Hammer, 
involved  always  going  to  the  top — to 
the  president,  the  prime  minister,  the 
long,  the  dictator,  the  terrorist  leader. 
It  was  a  strategy  that  was  to  stand 
him  in  good  stead  ever  after. 

As  Stalin  consolidated  his  power, 
the  Soviet  government  took  over  all 
of  Hammer's  Russian  business  enter- 
prises. When  Hammer  left  the  coun- 
try again  in  1929,  he  had  lost  not 
only  the  perks  that  had  accrued  to 


the  Hammers  as  Lenin's  chosen  cap- 
italists, but  also  most  of  the  money 
his  family  (his  father,  mother  and 
brothers,  Victor  and  Harry)  had  per- 
sonally invested  in  the  country.  As 
compensation,  Stalin  made  Hammer 
an  agent  of  the  financially  strapped 
Soviet  government,  responsible  for 
raising  hard  currency  through  various 
means,  including  the  sale  of  Russian 
art  objects  in  the  U.S. — the 
Romanov  treasure,  as  Hammer,  with 
his  characteristic  flair,  called  it. 

Epstein  goes  into  great  detail 
about  Hammer's  skill  in  laundering 
money  he  received 
from  the  Soviet  Union 
and  repatriating  it, 
through  a  proliferation 
of  shell  corporations 
and  intermediaries, 
but  he  is  vague  about 
what  Hammer  did  as 
a  Soviet  agent.  In 
December  1939,  for 
instance,  FBI  Director 
J.  Edgar  Hoover — 
who'd  had  his  eye 
on  Hammer  since 
1921 — learned  he 
was  buying  empty 
barrels  from  Schenley 
Whiskey  and  other 
distilleries  at  inflated 
prices.  The  FBI  sus- 


Hammer  with  King  Idris  of  Libya  the  day  Occidental's  oil  deal  was  sealed  in  1968 
Hammer  got  the  concession  by  bribing  the  king's  men.  He  kept  it  with  bribes  of 
another  kind  to  Muammar  Qaddafi  (above)  that  changed  the  geopolitics  of  oil. 


pected  he  was  selling  them  to  the 
Germans  through  front  companies  in 
Mexico  so  they  could  stockpile  oil  in 
the  Caribbean  to  refuel  their  ships 
and  submarines  abroad.  But  these 
were  only  suspicions.  Perhaps 
Hammer  was  taking  orders  from 
Stalin;  perhaps  he  was  simply  an 
opportunist. 

After  the  Germans  overran  most  of 
Western  Europe  in  the  summer  of 
1940,  Epstein  continues,  Stalin  was 
concerned  about  maintaining  Britain 
as  a  counterforce  on  the  Western 
Front,  and  it  was  Hammer  who  came 
up  with  the  scheme 
that  made  it  possible. 

Hammer  proposed 
that  Britain  lease  its 
naval  and  air  bases  in 
the  Western  Hemi- 
sphere to  the  U.S.  for 
99  years  at  rates  that 
provided  Britain  with 
the  money  it  needed 
to  support  its  war 
effort.  He  put  the 
idea  to  President  Roo- 
sevelt, who  sent  Com- 
merce Secretary  Harry 
Hopkins  to  discuss  it 
with  Hammer.  The 
result  was  the  so- 
called  lend-lease  pro- 
gram, which,  in 
March  1941,  skillfully 
circumvented  the  federal  Neutrality 
Acts.  Thus  Britain  pursued  its  war 
effort,  which  gave  Stalin  the  time  he 
desperately  needed  to  prepare  his 
own  military  machine.  It  begs  the 
question:  Was  Hammer  acting  at 
Stalin's  behest? 

Within  a  year  or  two  Hammer 
turned  again  to  Harry  Hopkins,  then 
in  charge  of  U.  S.  war  production,  for 
help  in  getting  permission  to  produce 
alcohol  for  the  civilian  market — 
which  had  been  temporarily  prohib- 
ited due  to  the  war  effort — at  a  mori- 
bund distillery  in  New  Hampshire. 
Hammer  not  only  got  the  rare  per- 
mission to  produce  beverage  alcohol 
legally,  he  also  got  Roosevelt's 
Reconstruction  Finance  Corporation 
to  give  him  the  money  to  do  it.  From 
this  operation,  Hammer  built  United 
Distillers  of  America,  his  first  true 
commercial  success;  he  sold  LTnited 
to  Schenley  Industries  in  1953. 
Though  Epstein  does  not  say  so, 
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life  insurer  in  Australia,  New  Zealand  and  Hong  Kong  -  we  are  now 
operating  in  23  countries.  In  addition  to  the  rapidly  growing 
Asia/Pacific  region,  we  have  a  very  strong  presence  in  the  U.S.  - 
through  The  Equitable  -  and  of  course  Europe.  This  broad  reach, 
international  experience  and  shared  "know-how"  benefit  clients  in 
all  our  markets.  That's  one  reason  why  we  are  confident  when  we  say  : 


INSURANCE  &  INVESTMENT 


WITH  OUR  U.S.  MEMBER, 


Albert  Gore  Sr. 
While  he  was  a 
U.S.  senator, 
Gore  received 
Christmas  gifts 
of  antique  silver 
from  Hammer — 
and  later  the 
chairmanship  of 
Occidental's  Isle 
Creek  Coal. 
In  return,  Gore 
helped  Hammer 
with  the  FBI. 


Hammer's  commitment  to  geopolit- 
ical interests,  as  seen  with  Russia  in 
the  1940s,  was  repeated  when  he 
broke  ranks  with  the  world  oil  indus- 
try over  Libya  in  the  1970s.  But  this 
time  his  actions  had  even  more  wide- 
ranging  consequences,  breaking  up 
the  hegemony  of  the  Seven  Sister  oil 
companies  and  permitting  OPEC  and 
the  oil-producing  countries  to  take 
control  of  the  world's  oil  prices  with 
economic  consequences  that  are  still 
being  felt.  Epstein  describes 
Hammer's  September  1970  contract 
with  Libya,  which  gave  the  Qaddafi 
regime  the  right  to  price  the  oil  Occi- 
dental produced.  "With  the  stroke  of 
a  pen  [writes  Epstein],  Hammer  had 
acknowledged  the  sovereignty  of  an 
oil-producing  nation  over  its  oil — and 
had  forever  changed  the  geopolitics 
of  oil.  After  this,  the  Middle  Eastern 
dominoes  began  to  fall." 

As  Occidental  emerged  as  a  major 
player  on  the  world  stage,  Hammer 
worked  diligently  to  bring  about 
detente  between  the  U.S.  and  the 
Communists  in  the  Soviet  Union  and 
China.  Occidental,  of  course,  always 
led  the  way — with  petrochemical 
plants  for  Russia  and  coal  mines  for 
China.  But  Hammer's  credentials 
were  tainted  by  all  those  years  in 
Russia,  and  Washington  was  never 
much  impressed.  Obsessed  with 
destroying  the  Evil  Empire,  Ronald 
Reagan  was  little  interested  in 
Hammer's  brand  of  detente,  and  it 
remained  for  the  Soviet  system  to  col- 
lapse before  things  really  opened  up. 
(It  was  George  Bush,  not  Reagan, 


who  pardoned  Hammer  for  his 
Watergate-related  conviction  for 
making  an  illegal  $54,000  contribu- 
tion to  President  Richard  Nixon's 
reelection  campaign.) 

In  his  later  years  Hammer  seems  to 
have  had  little  concern  for  anything 
other  than  his  own  public  image.  As 
H.R.  Haldeman  observed  after 
Hammer's  meeting  with  Nixon  in 
1972,  "He  [Hammer]  is  obviously 
quite  entranced  with  himself  and  not 
much  of  anything  else." 

I  remember  one  interview  with 
Hammer  in  which  I  mentioned  I  had 
seen  a  recent  article  about  him  some- 
where. Hammer  could  no  longer 
concentrate  on  the  interview,  so 
interested  was  he  in  thinking  of  ways 
his  secretary  could  get  him  a  copy  of 
the  article  immediately.  This  same 


thirst  for  celebrity  followed  him 
throughout  his  life,  from  his  lavish 
birthday  celebrations,  to  his  ceaseless 
cultivation  of  the  press,  authorized 
biographies  and  autobiographies  and 
even  a  film  script  he  commissioned  to 
celebrate  his  life. 

Epstein,  who  once  traveled  with 
Hammer  to  Europe,  found  his  sub- 
ject to  be  "a  modest  and  affable  man 
who  far  more  closely  resembled  a 
country  doctor  than  a  corporate 
magnate." 

But  I  thought  him  the  most  cyni- 
cal of  men.  He  believed  everybody 
had  a  price — not  necessarily  a  mone- 
tary one — and  he  spent  his  time  dis- 
covering what  that  price  was.  Aid  he 
was  good  at  it.  Among  the  people 
whose  prices  he  accurately  assessed 
were  Britain's  Prince  Charles,  U.S. 
Senator  Albert  Gore  Sr.,  Congress- 
man James  Roosevelt  (fdr's  son), 
Danielle  Mitterrand  (widow  of  the 
late  French  president)  and  Rosalynn 
and  Jimmy  Carter.  The  list  is  very 
long.  When  Marxist  guerrillas  were 
sabotaging  Occidental's  pipeline  in 
Colombia,  Hammer  gave  them  $3 
million  of  Oxy's  cash  to  protect  it. 

Hammer  went  out  of  his  way,  I 
always  thought,  to  stand  people  up  if 
he  could  use  the  time  to  flatter  some- 
one higher  up  oh  the  food  chain.  I 
didn't  take  kindly  to  being  told,  after 
a  five -hour  flight  from  New  York  to 
Los  Angeles,  that  an  interview  was 
canceled  because  Hammer  had  just 
decided  to  take  off  on  some  mission 
of  the  moment  to  Moscow.  And  it 
wasn't  just  journalists.  He  once  stood 


With  granddaughter 
Casey  Hammer  at 
the  dedication  of  the 
Armand  Hammer 
Museum  in 
November  1990 
Frail  and  incoher- 
ent, this  was 
Hammer's  last 
public  appearance 
before  his  death. 
Shortly  before, 
he  had  rewritten 
his  will, 
disinheriting 
Casey  and 
shafting  the  rest 
of  his  family. 
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up  the  hundred  or  so  guests  at  a  party 
that  he  threw  to  celebrate  the  open- 
ing of  an  exhibition  of  Mexican  art. 
Brezhnev  or  Carter  or  Qaddafi  had 
called,  and  Hammer  had  his  priorities. 

In  his  last  decade  Hammer  spent 
considerable  energy  lobbying  to  get 
himself  a  Nobel  Peace  Prize,  solicit- 
ing the  support  of  everyone  from 
Prince  Charles  and  Margaret  Thatch- 
er to  Menachem  Begin,  who  nomi- 
nated him.  He  never  could  fix  the 
Nobel,  but  he  did  build  a  pyramici  to 
himself  in  Los  Angeles  in  the  form  of 
the  Armand  Hammer  Museum — paid 
for  by  the  owners  of  Occidental 
Petroleum.  The  museum  was  dedi- 
cated a  month  before  he  died,  but  it 
never  opened  to  the  public. 

What  is  remarkable  is  that  within 
months  of  Hammer's  death  his  care- 
fully constructed  image  had  tarnished 
almost  beyond  recognition.  Under 
Ray  Irani,  Hammer's  long-appointed 
successor,  Occidental  liquidated  not 
only  such  personal  indulgences  as  the 
filmmaking  unit  Armand  Hammer 
Productions,  a  new  hagiography  in 
the  works  and  the  investment  in  Arm 
&  Hammer  baking  soda,  but  also  a 
Chinese  coal  mine,  North  Sea  oil 
holdings  and  other  major  deals  on 
which  Hammer  had  expended  much 
effort.  Within  months  Hammer's 
grandson,  Michael,  was  eased  out  of 
Occidental  and  off  its  board.  The 
Armand  Hammer  Museum  went  to 
UCLA,  which  turned  it  into  a  multi- 
disciplinary  cultural  center. 

Epstein  introduces  Dossier  with 
Balzac's  famous  aphorism:  "Behind 
every  great  fortune  there  is  a  crime." 
For  Hammer  there  was  crime  aplen- 
ty, but  in  the  end  not  much  of  a  for- 
tune. As  Epstein  calculates  it,  the 
Hammer  estate  was  worth  a  mere 
$40  million — a  pittance  by  the  stan- 
dards of  the  superrich — and  once  you 
subtracted  the  estate's  debts,  bills, 
taxes  and  other  commitments,  less 
than  nothing. 

In  the  end  Hammer  double- 
crossed  everyone  who  ever  cared  for 
him — all  of  his  surviving  mistresses; 
his  son,  Julian;  his  illegitimate  daugh- 
ter, Victoria;  his  grandchildren, 
Michael  and  Casey.  Everybody  whose 
life  he  had  really  touched.  And  once 
he  was  gone,  most  of  them  were  will- 
ing to  talk.  The  result  is  Epstein's 
chilling  book.  K9B 
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T.  ROWE  PRICE  INTERNATIONAL  STOCK  FUND 

UNIQUELY  HONORED  AMONG 
INTERNATIONAL  FUNDS 

T.  Rowe  Price  International  Stock  Fund.  If  you're  seek 
ing  to  diversify  your  portfolio  with  international  investments, 
consider  the  only  international  fund  to  be  elected  to  the 
Forbes  Honor  Roll  for  seven  consecutive  years.  The  fund's 
performance  from  3/31/84  to  6/30/96  was  considered;  18 
honorees  were  selected.* 

Our  International  Stock  Fund —  FotbcS 
one  of  the  oldest  and  largest  inter-       Honor  Roll  Selection 
national  no-load  mutual  funds —  7  Years  Running 

follows  a  prudent  strategy  of  ^HHHHHHHHHak. 
investing  in  the  stocks  of  established  companies  outside  the 
U.S.  It  has  proven  itself  over  a  period  of  up  and  down  markets, 
in  times  of  both  a  weak  and  a  strong  U.S.  dollar. 

Benefit  from  Our  expertise.  At  T.  Rowe  Price,  we've  been 
helping  people  invest  overseas  since  1979  when  we  joined 
forces  with  Robert  Fleming  Holdings,  Ltd.,  one  of  the  world's 
oldest  and  most  successful  international  advisers,  to  form 
Rowe  Price-Fleming.  Today,  Rowe  Price-Fleming  serves  as 
investment  adviser  to  our  family  of  11  international  funds  and 
manages  over  $26  billion  in  foreign  stock  and  bond  assets.  In 
fact,  we  are  the  largest  manager  of  international  no-load 
mutual  fund  assets.** 

Call  today  for  more  information.  You'll  receive  our  free 
report,  The  Basics  of  International  Stock  Investing.  Of 
course,  international  investing  has  special  risks,  including  cur- 
rency fluctuation.  As  with  any  stock  fund,  there  will  be  price 
fluctuation.  $2,500  minimum  investment  ($1,000  for  IRAs). 
No  sales  charges. 


Call  24  hours  for  a  free  report  and  prospectus 
1-800-541-6155 


http://www.  tiowepiice.com 


Invest  With  Confidence 

T.RoweRice 


*As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  8/26/96.  The  honorees  are  chosen  annually;  candidates  must 
be  open  to  new  investors  and  have  had  the  same  management  for  at  least  five  years.  Sector  funds  are  excluded.  "Strategic 
Insight  Simfund.  Read  the  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Precision 


NORTHROP  GRUMMAN 


Each  capability  is  important  on  its  own.  However,  when  integrated, 
these  capabilities  and  the  core  technologies  they  represent  allow  new 
levels  of  coordination  in  joint  military  operations.  Northrop  Grumman 
has  expertise  in  each  of  these  areas.  And  even  more  important,  in  an  era 
when  conflicts  are  resolved  as  much  with  information  as  with  hardware, 
we  have  the  knowledge  and  skills  to  integrate  these  technologies.  Northrop 
Grumman.  Systems  integration,  defense  electronics,  military  aircraft, 
precision  weapons,  commercial  and  military  aerostructures.  The  right 
technologies.  Right  now. 


If  you  think  Boston  Market  and  Starbucks 

move  a  lot  of  merchandise  per  square  selling  foot, 

take  a  look  at  Ken  Berg's  Koo  Koo  Roo. 

Koo  Koo  Who? 


By  Robert  La  Franco 


Koo  Koo  Roo  Chairman  Ken  Berg 

Carving  out  a  healthy  niche  in  the  chicken  market. 


One  old  law  of  investing  is:  Never 
invest  in  anything  you  have  to  feed.  A 
corollary  is:  If  the  feed  itself  tastes 
good,  invest  in  it. 

Kenneth  Berg  went  with  the  corol- 
lary In  1985  Berg  sold  his  mortgage 
banking  business  for  $125  million  to 
what  is  now  Primerica.  On  a  trip  to 
Los  Angeles  in  1990  he  chanced 
upon  a  little  roasted  chicken  outlet 
called  Koo  Koo  Roo,  not  far  from 
Beverly  Hills.  At  first  it  seemed  like 
the  typical  fast-food  joint — plastic 
utensils,  hard-shell  booths,  a  high 


Formica  counter  separating  the  cus- 
tomers from  the  kitchen.  But  what 
impressed  Berg  was  the  demograph- 
ic mix  of  customers — fitness  buffs, 
young  swells,  businessmen,  well-to- 
do  retirees — all  clearly  from  income 
brackets  above  the  average  Wendy's 
or  Burger  King  customer. 

Berg  soon  learned  the  reason  why: 
Koo  Koo  Roo's  chicken  was  simply 
outstanding. 

Berg  wolfed  down  his  own  order 
and  then  sat  around  watching  other 
customers  gnaw  at  their  piles  of 


chicken  and  sides  of  beans  and  veg- 
etables. "They  were  eating  with  their 
hands,"  Berg  recalls,  "and  in  some 
cases  actually  making  the  bones 
disappear." 

He  made  inquiries.  There  were 
two  Koo  Koo  Roo  outlets,  both 
owned  by  brothers  Michael  and  Ray- 
mond Badalian.  They  had  developed 
a  method  of  cooking  chicken  by  skin- 
ning it,  soaking  it  in  a  secret  mari- 
nade and  then  broiling  it  over  an 
open  flame. 

Berg  saw  possibilities,  first  in  the 
food,  and  later  in  the  presentation. 
Through  visits  to  other  popular 
restaurants  in  the  area  Berg  decided 
that  by  upgrading  the  Koo  Koo  Roo 
and  adding  new  dishes  like  salads, 
fresh  vegetables  and  turkey,  he  could 
build  a  serious  chain  of  chicken 
outlets. 

Three  months  after  his  first 
encounter  with  Koo  Koo  Roo,  Berg 
paid  the  Badalian  brothers  $2.5  mil- 
lion for  a  50%  interest  in  their  busi- 
ness. This  was  a  huge  premium  over 
what  the  business — then  grossing  just 
$250,000  a  year — was  worth.  It  was 
a  pittance  compared  with  the  $40 
million  (and  growing  fast)  business 
Berg  has  since  created. 

After  buying  his  stake,  Berg  let  the 
Badalian  brothers  run  the  show  while 
he  served  as  financier.  But  the 
Badalians'  concept  was  slow  to  catch 
on  in  other  locations  and  the  broth- 
ers resisted  an  upgrade  of  the  Koo 
Koo  Roo  concept  along  Berg's  out- 
lines. By  1992  the  business  consisted 
of  seven  outlets  grossing  just  $4  mil- 
lion among  them. 

Frustrated  by  the  slow  pace,  Berg 
decided  to  take  charge.  He  arranged 
to  take  the  tiny  chicken  chain  public 
and,  after  a  disappointing  early  per- 
formance in  the  public  market,  took 
over  operations.  Within  two  years  the 
Badalian  brothers  agreed  to  sell  their 
stock  in  the  chain. 

Berg  began  a  makeover  of  the 
entire  company.  Silverware  replaced 
the  plastic  forks  and  knives,  a  fresh 
flower  adorned  every  table,  the 
Formica  counters  came  down,  better 
fixtures  were  installed  and  food 
preparation  and  selections  were  dis- 
played for  customers  to  see.  Berg 
didn't  tinker  with  the  Badalians'  basic 
chicken  recipe,  but  he  did  change  the 
side  dishes,  mostly  Middle  Eastern 
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Lands'  End  Chinos. 
50  easygoing,  ifs  hand  to  believe 
hey  descended  from  a  starchy  British 
)fficer  in  the  Punjab. 


A  ctually,  they're  descended  from  his 
±\  pajamas. 

It  was  1846.  And  Lt.  Harry  Lumsden 
sweltered  in  the  heat  of  the  Punjab,  on 
India's  northwest  frontier.  His  scarlet 
tunic -a  heavy  felt -gave  no  relief. 

So  the  inventive  Lieutenant  reached 
for  the  most  comfortable  clothes  in 
his  locker,  a  pair  of  cotton  PJs.  He  dyed 
them  a  tawny  color:  the  Hindi  word 
for  it  was  khaki. 

And  casual  clothing  has  never  been 
the  same,  since. 

How  khakis  turned  into  chinos,  and 
then  into  Lands'  End  Combed  Cotton 
Chinos  -  that  takes  explaining. 

Combed  first,  then  dunked 

The  fabric  in  chinos  has  always  been  a  woven 
cotton  twill -a  fabric  thafs  medium  in  weight 
but  sturdy. 

Thafs  what  led  the  U.S.  Army  to  adopt  it  for 
summer  uniforms.  (Before  World  War  I,  Uncle  Sam 
bought  a  lot  from  China -hence,  the  name  chinos.) 

But  our  chinos  are  made  from  a  softer,  easygo- 
ing twill.  The  cotton  has  been  combed,  giving  a  fine 
"hand,"  or  feel  to  it. 

Then,  the  chinos  are  dunked  in  a  friendly  enzyme 
wash.  So  that  right  from  the  package,  ours  feel 
broken  in -more  comfortable  than  Lt  Lumsden's  PJs. 

Of  course,  fabric  alone  does  not  a  pair  of  chinos 


make.  It's  also  a  matter  of  fit  and  tailoring. 
Tailoring  and  tweaking 

Our  fit  is  traditional.  Casual,  but  not  baggy 
or  droopy.  We  even  contour  the  belt  line  just 
a  touch,  so  the  pants  sit  better  on  your  hips. 

And  we  never  stop  tweaking  our  chinos. 
This  year,  for  example,  we've  added 
more  belt  loops,  and  made  the  pockets 
deeper,  among  other  things. 

All  of  which  makes  our  chinos  well 
worth  $32  (or  $33,  with  pleats). 

In  fact,  we'll  put  them  up  against  some 
that  go  for  $60.  And  we  hem  ours  for  free. 

Of  course,  there's  lots  more  classically- 
styled  clothing  in  the  Lands'  End  catalog. 
And  it's  all  just  as  well  thought  out. 
We'd  be  happy  to  send  you  our  free  catalog. 
It's  kind  of  relaxed  and  easygoing,  too. 


©1996  Lands'  End,  Inc. 
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For  our  free  catalog, 
call  any  time,  24  hours  a  day 

1-800-356-4444  Please  mention  ad  |MN| 


Name. 


Address . 
City  


Apt. 


State. 


Zip. 


Phone  .1  J  

Mail  to:  1  Lands'  End  Lane,  Dodgeville,  WI  53595 
http://www.landsend.com/catalogs-mn 


Day/Night  (circle  one) 


fare  like  lentil  beans,  stewed  eggplant 
and  cucumber  salad,  to  mashed  pota- 
toes, creamed  spinach  and  other 
American  standards.  Berg  also  added 
carved  turkey,  a  made-to-order  salad 
stand  and  some  other  new  products. 

The  upgrading  soon  began  sucking 
in  the  customers.  A  Koo  Koo  Roo 
store  in  West  Los  Angeles  that  did 


ifornia,  Koo  Koo  Roo  expects  to  pull 
in  more  than  $40  million  in  revenues 
this  year.  This  is  small  change  com- 
pared with  Boston  Chicken  Inc.  's 
Boston  Market  chain,  which  now  has 
more  than  1,000  stores  with  almost 
$1  billion  in  sales.  Koo  Koo  Rop's 
revenues  per  outlet  are  growing  as 
fast  as  high-flying  Boston  Market's, 


Lynn  Bopeley 
lunching  at  a 
Koo  Koo  Roo 
in  Venice,  Calif. 
She  figures  it 
costs  her  only  $1 
a  meal  more  to 
eat  at  Koo  Koo 
Roo  than  at 
home — "And  you 
don't  have  to  tip." 


$7,000  a  week  in  1992  now  brings  in 
over  $45,000  a  week,  nearly  $2.5 
million  a  year — this  on  seating  capac- 
ity that  rose  only  55%.  Some  Koo 
Koo  Roo  stores  are  doing  more  than 
$50,000  a  week,  with  cash  flow  mar- 
gins hitting  26%. 

Who  eats  at  Koo  Koo  Roo?  Mostly 
harried  middle-class  working  people 
who  are  too  busy  to  cook,  too  picky 
for  fast  food  and  too  frugal  to  go 
gourmet.  The  average  tab  is  a  little 
over  $8,  versus  a  little  over  $5  at 
Boston  Market. 

"For  what  it  costs  me  to  buy  my 
own  chicken  and  vegetables  and  go 
home  and  cook  them,  I'm  spending 
about  $1  more  [per  meal]  here,"  says 
Lynn  Bopeley,  a  single  mother  and 
movie  boom  operator  in  her  mid- 30s 
dining  at  a  Koo  Koo  Roo  in  Venice, 
Calif.  "And  who's  got  the  time 
to  cook?" 

Now  up  to  27  stores  (all  are  com- 
pany owned)  mainly  in  southern  Cal- 


and  from  a  higher  base.  Koo  Koo 
Roo  generates  close  to  $700  per 
square  foot  in  annual  sales.  Compare 
this,  says  Schroder  Wertheim  restau- 
rant analyst  Wayne  Daniels,  with 
Boston  Market's  $380,  Chili's  $360 
and  even  Starbucks'  $550.  Koo  Koo 
Roo  is  generating  cash  flow  margins 
(operating  earnings  divided  by  rev- 
enues) of  19%.  This  compares  with 
Starbucks'  and  Chili's  20%  or  so,  and 
Boston  Market's  reported  17%  pre- 
royalty  cash  flow  margin. 

Earnings?  On  that  measure  Koo 
Koo  Roo  is  still  very  much  a  work 
in  progress.  Since  going  public  it 
has  lost  more  than  $20  million; 
Berg  doesn't  expect  to  show  a 
profit  until  next  year  at  the  earliest. 
Overhead  and  other  costs  associat- 
ed with  the  chain's  rapid  growth 
rate — including  management  hires, 
new  store  designs,  printing  service 
manuals  and  training  new  staff — 
will  remain  high. 


Berg  predicts  that  Koo  Koo  Roo's 
overhead  expense  will  fall  from  24% 
of  sales  in  1995  to  below  10%  by 
the  end  of  1997,  and  to  a  more  typ- 
ical 5lA%  in  1998.  To  help  him  meet 
his  promise  of  future  earnings,  Berg 
recently  purchased  Arrosto  Coffee,  a 
gourmet  coffee  and  low-fat  sweets 
cafe,  and  Color  Me  Mine,  a  do-it- 
yourself  ceramics  shop.  Outlets  of 
both  these  retailers  are  being  attached 
to  Koo  Koo  Roo's  larger  stores.  Nei- 
ther seems  to  have  much  to  do  with 
chicken,  but  Berg  insists  they  add 
profitable  traffic. 

Curiously,  in  what  has  been  a  very 
hot  stock  market  for  some  restaurant 
chains  (see  story,  p.  126),  Koo  Koo 
Roo's  shares  have  left  many  investors 
cold.  The  shares  (there  are  15  million 
outstanding)  recently  traded  at  7,  up 
from  the  initial  offering  price  of  5, 
but  down  from  this  summer's  high  of 
10.  Salomon  Brothers  analyst  Paul 
Westra  wrote  in  June  that  Koo  Koo 
Roo  is  better  positioned  than  Boston 
Market. 

With  virtually  no  debt  and  $18 
million  in  cash  on  Koo  Koo  Roo's 
books,  Ken  Berg  is  beginning  a 
national  rollout.  Koo  Koo  Roo's  out- 
lets recently  opened  in  the  San  Fran- 
cisco, Denver  and  New  York  City 
markets.  Berg  plans  to  open  40  more 
stores  by  the  end  of  1997,  bringing 
the  total  count  to  67. 

Michael  Milken  saw  something 
like  this  happening.  Three  years  ago 
Milken  began  eating  at  Koo  Koo 
Roo  three  times  a  week.  Like  Berg, 
Milken  decided  to  invest  in  what  he 
liked  to  eat.  In  1994  Milken's  family 
trust  offered  to  put  $55  million  into 
Koo  Koo  Roo,  which  Milken 
believed  could  become  a  $1  billion 
business.  The  deal  fell  apart,  but 
Robert  Kautz,  the  young  Harvard 
M.B.A.  hired  to  help  evaluate  the 
company,  went  to  work  for  Berg  as 
Koo  Koo  Roo's  chief  financial  offi- 
cer. Milken  has  since  become  a 
vegetarian. 

Lee  Iacocca  is  another  celebrity 
business  person  who  has  put  his 
money  where  his  mouth  likes  to  be. 
His  Iacocca  Capital  Partners  helped 
place  $14  million  in  private  equity  for 
Koo  Koo  Roo  in  June  of  last  year. 
Iacocca  is  now  on  Koo  Koo  Roo's 
board,  owns  386,500  shares  of  its 
stock,  and  is  a  regular  customer.  H 
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When  the  CEOs  of  General  Motors  and  Ford  Motor  visit  India 
within  the  space  of  two  months,  it  is  time  for  others  to  take 
a  hard  look  at  the  potential  of  the  world's  second-largest 
consumer  market.  But  the  auto  majors  are  not  the  only 
American  companies  chasing  business  opportunities  in  India. 
From  computer  companies  to  fast-food  chains,  from  breakfast 
cereal  companies  to  telecom  giants,  all  of  them  have 
an  increasingly  large  stake  in  propelling  India  along  the 
high-growth  trajectory  it  has  charted. 


That  trajectory  was  under  some  strain 
earlier  this  year,  when  the  Congress 
Party,  which  initiated  the  reform 
orocess  in  1991,  lost  the  general  elections. 
Zonsequently,  an  1 1  -party  coalition 
government  formed  the  new  administration 
leaded  by  Prime  Minister  Deve  Gowda. 

The  liberalization  of  the  economy  in  1991 
rom  the  bonds  of  a  socialistic  form  of 
lemocracy  has  produced  stunning  results. 
:oreign  exchange  reserves, 
vhich  reached  $1  billion  in 
99 1 ,  briefly  crossed  the 
;20  billion  mark  earlier  this 
'ear.  Foreign  investments 
■xceeding  $4. 1  billion  have 
lowed  into  the  country  and 
nore  than  $  1 2  billion  has 
>een  invested  in  Indian 
quities  by  foreign  funds.  On 
he  macro-economic  front, 
he  fiscal  deficit  has  come 
lown  from  8.3%  in  the  fiscal  1 990-9 1  budget 
o  5.9%  in  1995-96.  Net  tax  collections  have 
>allooned  from  $  1 4  billion  to  $3 1  billion, 
lespite  a  phased  cut  in  tax  rates.  Inflation, 
/hich  reached  double  digits  in  1 99 1 ,  is  now 
;ss  than  6%.  Industrial  output  touched  12% 
h  1995. 

Despite  such  impressive  results,  there  was 
lervousness  among  businesspeople  and 


The  U.S.  is  the  largest 
investor  in  India 


$12  billion  invested 
in  Indian  equities  by 
foreign  funds 


foreign  investors  when  the  Deve  Gowda 
cabinet  was  sworn  in  because  it  comprised 
the  traditional  opposition  that  has  been 
critical  of  the  reform  process.  The  fears 
were  laid  to  rest  within  two  weeks.  As  if  to 
underscore  his  commitment  to  the  previous 
government's  economic  policies,  Gowda 
chose  the  pro-reform,  high-profile  Harvard- 
educated  lawyer,  P.  Chidambaram,  to  be  his 
finance  minister.  Chidambaram,  who  was  the 
commerce  minister  in  the 
earlier  P.  V.  Narasimha  Rao 
administration,  resigned  from 
the  Congress  Party  on  the 
eve  of  the  May  elections  and 
supported  the  new  coalition. 


Second  largest 
consumer  market  in 
the  world 


Liberalization 
Continues 

Finance  minister 
Chidambaram  has 
continued  where  the  architect  of  liberal- 
ization, his  predecessor  Dr.  Manmohan  Singh, 
left  off.  Since  taking  office  at  the  end  of  May, 
he  has  set  up  a  commission  to  speed  the 
disinvestment  process  in  government-owned 
enterprises;  he  has  established  a  bank  to  fund 
infrastructure  projects;  and  he  has  announced 
further  relaxations  on  foreign  investment  in 
Indian  stocks. 


A  Commitment 
Reaffirmed 
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Though  knowledgeable  political  analysts 
had  discounted  the  possibility  of  the  reforms 
ever  being  rolled  back,  such  a  commitment 
from  the  new  government  has  been  com- 
forting for  foreign  investors.  Prominent  among 
them  are  automobile  companies  such  as 
GM,  Ford  and  Daewoo,  which  are  making 
heavy  investments  with  a  view  of  benefitting 
from  India's  competitive  labor  rates.  They, 
and  many  others,  see  India  as  a  source  for 
components  and  even  finished  products. 

"There  are  two  fundamental  reasons  why 
India  is  attractive  to  Ford,"  says  John  Parker, 
CEO  of  Ford's  Indian  venture,  Mahindra 
Ford.  "First,  we  see  Asia  Pacific  in  general  as  a 
key  growth  point  for  the  2 1  st  century.  There 
are  a  number  of  markets  in  this  region  that 
have  tremendous  growth  potential  and  India 
is  one  of  them.  We  also  think  that  across  a 
longer  time  span,  India  has  the  cost 
advantage  to  be  considered  as  an  export 
source  for  components  and  cars." 

Many  corporations  are  also  drawn  to 
India  by  the  affluence  of  the  country's 
burgeoning  middle  class.  This  is  the  reason 
host  companies  in  the  consumer  durables 
business  have  set  up,  or  bought, 
manufacturing  facilities  recently.  In 
consumer  electronics  there  are  Sony, 
National  Panasonic  and  Samsung;  in  white 
goods,  Electrolux,  Whirlpool  and  GE;  and  in 
the  nascent  cellular  telephone  business, 
Motorola,  Nokia,  Ericsson  and  Siemens  vie 
with  each  other  to  sell  their  handsets.  In  the 
services  sector,  AT&T,  Nynex,  and  US  West 
are  competing  to  offer  telecom  services. 
Until  this  year,  no  quantifications  were 
available  to  assess  this  amorphous  middle 
class,  which  has  drawn  a  host  of  companies 
ranging  from  Nike  to  Kellogg  to  set  up  shop 


The  Taj  Majal  Hotel,  Mumbai  (Bombay) 


in  India.  It  is  the  same  gut  feeling  that  has 
made  Daimler  Benz  establish  a 
manufacturing  facility  in  India  and  a  host  of 
super-premium  brands  such  as  Cartier, 
Piaget,  Mont  Blanc  and  many  others  set  up 
marketing  networks.  But  now,  the  National 
Council  for  Applied  Economic  Research  has 
come  up  with  a  report  on  income 
distribution.  It  reveals  that  4.45  million 
families  have  annual  incomes  exceeding  a 
million  rupees.  Though  in  dollar  terms  a 
million  rupees  works  out  to  about  $28,500, 
in  terms  of  purchasing  parity,  it  is  over 
$  1 25,000.  That  is  a  mega  consumer  market 
by  any  standard. 

Predictably,  consumer  companies  have 
been  quick  off  the  mark  in  putting  up  a 
shingle,  but  the  government  is  keen  on 
securing  investments  in  infrastructure.  Such 
investments  are  badly  required  to  build  a 
network  of  superhighways,  upgrade  ports 
and  telecom  networks  and  set  up  power 
facilities.  Minister  Chidambaram  recently 
estimated  at  a  World  Bank  seminar  in 
Washington,  D.C.,  that  India  would  require 
more  than  $1 50  billion  of  capital  investment 
in  the  next  five  years.  "We  must  have  an 
open  mind  and  attract  private  investment 
into  the  infrastructure  sector.  If  we  open  up 
the  economy  further,  money  will  pour  into 
this  sector.  We  have  to  leverage  pension  and 
insurance  funds,  which  are  the  two  long- 
term  funds  the  world  over  that  finance 
infrastructure,"  says  Chidambaram. 

Deregulation  in  the 
Financial  Sector 

Although  pension  funds  are  investing  in 
India,  insurance  remains  a  highly  regulated 
business  restricted  to  government-owned 
insurance  companies.  U.S.  insurance 
companies  are  keen  to  enter  the  market, 
though  the  government  has  been  balking  at 
opening  the  field  to  private  Indian 
companies,  let  alone  foreign  ones. 
Chidambaram  recently  hinted  at  a  phased 
opening  of  the  sector.  He  said  that  just  as  the 
banking  system  in  India  has  three  types  of 
banks  -  nationalized,  privately  owned  and 
foreign  banks  -  the  government  would  like 
to  replicate  the  three-tier  system  in  insurance. 


P.  Chidambaram,  Indian  Finance  Minister 

In  the  financial  sector,  the  government  has 
been  quick  with  deregulation.  The  prime 
lending  rates  were  traditionally  fixed  by  the 
country's  central  bank,  the  Reserve  Bank  of 
India.  This  year,  the  Reserve  Bank  allowed 
the  commercial  banks  to  fix  their  own  rates. ' 
A  competitive  round  of  reduction  in  lending 
rates  has  already  started  and  the  largest 
bank,  the  government-controlled  State  Bank 
of  India,  has  taken  the  lead. 

The  freeing  of  interest  rates  has,  however, 
put  the  development  banks  in  a  squeeze. 
These  banks  had  always  received  their  funds 
from  the  government  at  nominal  rates  of 
interest.  But  as  the  government  has  stopped 
such  funding,  these  banks  have  had  to  resortj 
to  borrowing  from  the  financial  markets  at 
higher  rates  of  interest.  With  lending  rates 
declining,  they  are  now  under  pressure  to 
increase  their  efficiency. 

The  squeeze  is  not  only  on  the  financial 
sector,  but  is  being  felt  all  over  the  corporate 
sector.  Fierce  competition  has  made  many  ofj 
the  major  industrial  houses  discover  the 
virtues  of  core  competency.  One  of  the  most; 
successful  companies,  which  has  always 
believed  in  'sticking  close  to  the  knitting'  is 
Bajaj  Auto,  the  world's  fourth-largest  two- 
wheeler  company.  That  strategy  has 
essentially  stemmed  from  the  philosophy  of 
the  company's  Chairman,  Rahul  Bajaj.  "My 
company's  objective  has  been  to  provide 
convenient  and  economic  transportation  to 
large  numbers  of  my  countrymen.  Hence, 
even  before  the  1 99 1  reforms,  I  wanted  to 
remain  in  the  two-wheeler  business.  The  goai 
is  not  only  to  become  the  biggest  in  India, 
which  I  already  am,  but  to  be  a  major  player 
in  the  world,"  says  Bajaj. 

If  much  of  corporate  India  is  restructuring, 
the  emphasis  on  infrastructure  has  provided 


"We  give  you  the  heart  of  India  with  unequalled  style." 


The  vaulted  corridors  of  the  Old  Wing.  The  Taj  Mahal  Hotel,  Bombay. 


"Our  intentions  are  delightfully  transparent.  Inspired  by  cultures  past,  we  will  surround  you 
with  myriad  splendours,  modern  comforts  and  facilities  without  peer.  We  are  quite  unabashed 
in  our  desire  to  ensure  that  your  stay  will  seem  like  a  dream  come  true.  Indulgent  luxuries,  the 
latest  telecommunications,  together  with  the  finest  dining  in  all  the  cities  of  India." 
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opportunities  for  some  Indian  . companies 
that,  until  now,  were  operating  abroad  for 
lack  of  domestic  business. 

There  are  other  facets  of  change  in  the 
traditional  attitudes  of  doing  business.  Most 
significant  is  the  about-face  of  the 
Communist-led  government  in  the  state  of 
West  Bengal  toward  investors.  In  its  two 
decades  in  office,  under  the  stewardship  of 
Chief  Minister  Jyoti  Basu,  it  has  presided 
over  the  virtual  extinction  of  private 
enterprise  in  what  was,  until  the  late  '60s, 
India's  most  industrialized  state. 

Now,  it  is  actively  wooing  investors  the 
world  over.  It  is  also  setting  records  in 
unencumbering  industrial  projects  from 
bureaucratic  red  tape.  Says  Deepak  Khaitan, 
scion  of  the  family  that  controls  the  largest 
industrial  combine  in  West  Bengal,  "in  my 
own  case,  our  $50  million  expansion  plan 
for  our  group  company,  India  Foils,  obtained 
clearance  within  24  hours  from  the  Chief 
Minister  Jyoti  Basu." 

Being  sited  in  West  Bengal  has  not  proved 


to  be  a  handicap  for  India's  foremost 
engineering  consultant,  the  MIT-educated 
Dr.  M.N.  Dastur.  His  company,  Dasturco,  has 
been  a  pioneer  in  the  field  and  offers  a 
complete  range  of  integrated  design  and 
consultancy  services  for  projects  in  the 
chemical,  power,  nuclear  fuels,  heavy 
industries  and  allied  sectors.  Dasturco,  which 
has  subsidiaries  in  the  U.S.  and  Germany,  has 
a  multi-disciplinary  team  of  more  than  3,000 
professionals  and  has  successfully 
engineered  over  200  industrial  projects 
involving  a  capital  outlay  exceeding  $25 
billion.  "Until  recently,  the  role  of 
infrastructure  in  shaping  the  economy  was 
not  really  appreciated.  For  example,  in  terms 
of  spinoff  benefits  such  as  indirect 
employment,  just  one  job  created  in  the  steel 
industry  creates  100  more  in  downstream 
operations.  The  recent  emphasis  on 
infrastructure  projects  is  bound  to  unleash 
synergies  in  the  economy  that  have  been 
contained  for  decades,"  says  Dastur. 
It  is  largely  the  ability  to  manage  such 


Today,  Dasturco  is  a  name  synonymous  with 
steel  plant  expertise — worldwide.  From 
concept  to  completion — over  200  protects 
successfully  engineered  to  date. 

Prestigious  projects  handled  by  Dasturco 
include  Misurata  Iron  and  Steel  Complex  in 
Libya;  Qatar  steel  plant  expansion  In  Qatar; 
SIDOR  IV  expansion,  Venezuela;  Alloy  and 
Special  Steels  Plant  in  Egypt;  Mini  Steel  Plant  in 
Morocco;  Trengganu  Steel  Plant,  Kemaman, 
Malaysia;  Caribbean  Ispat  Ltd  modernisation, 
Trinidad  and  Tobago,  etc. 

In  India  :  Visakhapatnam  Steel  Plant — India's 
first  coast-based  integrated  plant.  Alloy  Steels 
Plant.  Durgapur;  Special  Steels  Plant.  Salem. 
Tata  Steel  and  Rourkela  Steel  Plant 
modernisation.  Sunflag  Iron  and  Steel 
Plant — India's  first  composite  DR — EAF  plant, 
Nippon  Denro  Ispat  Ltd — India's  first 
Compact  Strip  Plant  (CSP)  etc. 
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Rahul  Bajaj,  Chairman  of  Bojaj  Auto 

change  during  this  period  of  transition, 
besides  the  market-led  opportunities,  that  is 
earning  India  its  high  reputation.  In  early 
October,  Standard  &  Poor's  upgraded  India 
from  stable  to  positive  in  its  foreign  currency 
ratings  outlook.  The  head  of  the  firm's  India 
desk  in  New  York,  Guido  Cipriani,  says,  "the 
change  in  outlook  sends  a  signal  that  the 
reforms  process  is  progressing." 

Perhaps  that  is  the  best  certification  that 
consolidation  of  the  economic  reforms  is 
on  track. 

National  Stock  Exchange 

India  has  more  than  a  century-long  history 
of  securities  trading,  but  the  markets  have 
not  kept  pace  with  changing  technological 
trends  in  the  business. 

When  foreign  investors  were  allowed 
to  buy  Indian  securities  in  1 992,  the 
enormous  inflow  of  funds  and  the  resultant 
massive  purchases  of  stocks  sharply  brought 
out  the  inadequacies  of  a  manual  system 
of  transfers. 

The  National  Stock  Exchange  was  set  up 
in  the  mid-'90s  to  strengthen  the  move 
toward  a  more  professional  securities  market 
and  to  provide  for  a  nationwide  securities 
trading  facility.  The  trading  software  was 
originally  developed  by  the  New  York-based 
TCAM  Systems  Inc.  for  the  Vancouver  Stock 
Exchange  and  was  enhanced  for  use  in  other 
exchanges  around  the  world.  Unlike 
traditional  exchanges,  where  brokers  own 
and  manage  the  exchange,  at  the  NSE  the 
management  is  by  professionals.  Even 
membership  of  the  exchange  focuses  upon 
professional  capability  to  provide  service 
to  investors. 

NSE  runs  two  market  operations:  the  Whole- 
sale Debt  Market,  and  the  Capital  Market.  In 
the  debt  market,  members  are  connected  to 


change 


In  a  world  of  changing  limes.  And  flux.  Where 
geographic  boundaries  are  redrawn  everyday. 
Economic  borders  vanish.  The  untapped 
potential  of  financial  markets  boggles  the  mind. 
And  flickering  numbers  on  a  screen  determine 
fortunes  and  fates.  Imagine  this. 
The  solid  comfort  of  a  strong,  indomitable 
presence  The  surety  of  business  conducted  with 
the  same  professionalism  as  anywhere  in  the 
world.  With  a  clearing  corporation  of  its  own 
that  guarantees  financial  settlements.  That's  the 
National  Stock  Exchange  of  India.  The  largest 
Exchange  in  the  country,  with  securities  covering 
98%  of  the  market  capitalisation.  A  trading 


system  across  49  cities,  connected  through  a 
VSAT  network  -  the  largest  of  its  kind  in  the 
world  and  the  only  one  in  India.  Operations  that 
are  upgraded  continuously,  using  the 
opportunities  technology  has  to  offer. 
Nationwide  coverage,  for  easy  liquidity. 
Everything,  in  fact,  that  speaks  financial 
soundness,  including  corporate  members  of  a 
high  capital  adequacy.  And.  beyond  all  this. 
250  top  drawer  professionals  capable  of 
competing  with  the  best  in  the  world. 
It's  an  organisation  so  ahead  of  its  time,  it  offers 
you  the  promise  of  the  future,  now.  To  make 
uncertainty  a  thing  of  the  past. 


NATIONAL  STOCK  EXCHANGE  OF  INDIA 


Because  the  future  isn't  what  it  used  to  be 

1st  Floor,  A  Wing,  Mahindra  Towers,  Worli,  Mumbai-400  018,  India.  Tel:  91-22  -  4960525. 
Fax:  91-22-4935631  Website:  http://www  nseindia  com.  E-mail:  nse@shakti.ncst.ernet.in. 
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the  mainframe  at  the  NSE  through  dedicated 
high-speed  telephone  lines  and  the  capital 
market  segment  by  satellite  links.  All  trading 
is  screen-based  and  order-driven,  with  the 
screen  offering  complete  order  depth  for 
any  security. 

"The  advantages  of  employing  such  a 
high-tech  and  transparent  system  are 
manifold.  To  the  investor  it  offers  finer 
margins,  which  means  better  prices,  and  it 
also  reveals  the  depth  of  the  market  on  a 
real-time  basis,"  says  Dr.  R.H.  Patil,  managing 
director  of  NSE. 

The  exchange  is  currently  operational  in 
49  centers  across  the  country  and  has  1 ,500 
listed  securities.  It  has  been  estimated  that 
over  30%  of  the  trading  of  the  foreign 
investors  is  being  done  through  the  NSE.  For 
Dr.  Patil  and  his  team,  the  benchmark  of  a 
successful  start  is  clear.  Within  the  first  two 
years  of  its  opening,  the  NSE  overtook  the 
Bombay  Stock  Exchange,  traditionally  the 
country's  largest  stock  market  in  turnover. 


The  Oberoi  Towers  and  The  Oberoi  Hotel,  Mumbai  (Bombay) 

Planning  for  the 
Tourist  Boom 

Last  year,  India  achieved  a  milestone  when  it 
broke  the  2  million  tourists-a-year  barrier 
and  the  hospitality  industry  is  confidently 


setting  a  target  of  5  million  tourists  by  the 
turn  of  the  century. 

To  facilitate  reaching  this  target,  the 
industry  majors  are  planning  a  national 
council  to  aid  in  their  interface  with  various 
government  agencies.  The  National  Tourism 
Council  is  to  be  planned  along  the  lines  of 
other  trade  organizations,  such  as  the 
Confederation  of  Indian  Industry. 

Each  of  the  hotel  majors  are  formulating 
their  own  strategies  to  promote  India.  The 
country's  largest  hotel  chain  is  Indian  Hotels, 
more  popularly  known  as  the  Taj  Group, 
owner  of  the  legendary  Taj  Mahal  Hotel  in 
Mumbai.  It  is  adding  more  properties  at  a 
furious  pace,  across  the  spectrum  of  the 
business.  They  include  luxury  hotels  in  the 
cities,  budget  hotels  in  smaller  cities,  resort 
hotels  and  even  jungle  lodges  in  remote 
sanctuaries.  Such  aggressive  expansion  is 
expected  to  result  in  the  group  adding  over 
2,000  rooms  to  its  existing  5,085  rooms  in 
India  and  3,000  rooms  overseas. 

"The  focus  on  this  highly  lucrative  luxury 
segment  will  remain,  as  it  accounts  for  over 
80%  of  profits,  but  the  growth  impetus  will 
be  in  first-class  budget  hotels,"  says  Prasun 
Sengupta,  senior  vice  president  of  Indian 
Hotels.  The  group  will  be  setting  up  a  chain 
of  hotels  that  will  charge  around  $57  a  night, 
compared  to  $285  at  the  Taj  in  Mumbai. 
With  this  objective,  the  group  has  been 
forging  joint  ventures  with  several  state 
governments  to  develop  new  tourist 
destinations.  These  companies  include  the 
Taj  Kerala  and  the  Taj  Karnataka,  set  up 
with  the  governments  of  Kerala  and 
Karnataka,  respectively. 

The  second-largest  hotel  chain,  the 
Oberoi,  which  has  about  2,500  rooms  in  the 
country,  is  planning  to  build  1 2  new  hotels 


R.H.  Patil,  Managing  Director,  Notional  Stock  Exchange 

at  a  cost  of  nearly  $300  million.  Most  of  the 
funds  will  be  used  for  setting  up  new  hotels 
in  Egypt,  Indonesia  and  Mauritius  and  also  in 
four  Indian  cities. 

The  Oberoi  too  sees  its  first  class  hotels  - 
as  opposed  to  its  luxury  properties  -  as 
the  growth  area.  "Our  Trident  hotels,  which 
we  have  started  to  distinguish  from  our 
more  upscale  Oberoi  hotels,  will  be  the  pivot 
of  expansion  plans  in  India.  We  will  be 
setting  up  at  least  half  a  dozen  Trident  hotels 
and  we  will  be  upgrading  the  facilities  of 
some  of  our  other  properties,"  says  Larry 
Malarkar,  Oberoi's  senior  vice  president, 
sales  &  marketing. 

Apart  from  the  hotel  chains,  recently  the 
state  governments  have  been  emerging  as 
active  promoters  of  tourism.  This  is  because 
they  are  realizing  the  employment  potential 
of  the  hospitality  business.  "The  travel  and 
tourism  business  created  over  a  million  jobs 
last  year,"  says  Ashok  Pahwa,  director 
general  of  tourism. 

While  the  governments  of  Karnataka  and 
Kerala  have  invested  in  hotel  projects  with 
the  Taj  group,  others  such  as  the 
government  of  Rajasthan  are  offering 
exciting  tours,  like  the  luxury  'Palace  on 
Wheels'  train. 

India  is  well-placed  to  benefit  from  the 
exciting  potential  of  its  tourist  development. 


Written  by  Sailesh  Kottary 
Marketed  by  Mediascope,  Forbes 
representatives  for  india 
Produced  by  Adil  Jilla,  meiac,  u.k. 


Investments  in  India  in  $  million 


Fiscal  Year 

FDI  Approval 

FDI  Investment 

Portfolio 

GDR* 

1991 

NA 

68 

0 

O 

1992 

478 

154 

O 

0 

1993 

1,908 

344 

i 

86 

1994 

2,308 

620 

1,665 

1,460 

1995 

3,177 

1.134 

.  1,503 

1,839 

1996 

11,095 

1,981 

1,892 

560 

*  Global  Depository  Receipts,  akin  to  American  Depository  Receipt 
Source:  Center  for  Monitoring  the  Indian  Economy 


We    believe  that 


GREAT    IDEAS    CAN  OCCUR 

A  N  y  f  H  E  RE. 

Not  necessarily  in 
the  bathtub. 


For  Archimedes  it  was  the  bathtub.  For  you  it  may  even  be  our  lounge.  At  Oberoi  Hotels  we  believe  that 
thoughts  arise  from  the  depths  of  ease.  This  belief  is  reflected  in  an  ambience  of  serenity  that  permeates 
the  hotel.  A  calm  that  is  both  relaxing  and  refreshing,  paving  the  way  for  free  and  clear  thinking. 

Enabling  you  to  feel  your  best  anytime.  Anywhere. 

Oberoi  ^Stels 

Where  the  pace  is  yours  to  set,  and  ours  to  keep. 

AUSTRALIA  •  EGYPT  •  INDIA  •  INDONESIA  •  SAUDI  ARABIA  •  SRI  LANKA 
Reservations  through  your  travel  agent  or  call  The  Oberoi  Reservation  Service,  USA:  800-5-OBEROI  toll  free;  or  lor  hotels  in 
Melbourne,  Cairo,  Bali,  Mumbai,  New  Delhi,  Calcutta,  Bangalore,  "ThfFJeadin^Hotels  of  thtfWorid  :  USA  :  800-223-6800  toil  free. 
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We  See.  5a  We  Are. 


Vision  is  understanding  At  Bajaj,  giving  wing  to 
imagination  and  shape  to  idea  is  a  way  of  life.  And 
when  the  ideas  find  shape,  you  have  products  like 
Sunny  Zip,  Rave,  Super  Excel  and  Classic.  Products 
born  out  of  a  close  understanding  of  the  market. 
Vision  is  performance  Our  vision  has  enabled  us  to 
constantly  change  course  and  pace.  To  keep  ahead  of 
time  and  competition.  The  National  Productivity 
Council's  Award  for  'Best  Productivity  Performance' 
(for  two  consecutive  years)  and  the  Engineering  Export 
Promotion  Council  Award  (special  shield)  for  highest 
exports  of  consumer  durables  stand  as  testimony  to  our 
performance  in  a  fiercely  competitive  market. 
Vision  is  leadership  The  best  way  to  lead,  we 
believe,  is  by  example.  By  exploring  the  unknown. 
Taking  the  road  not  taken.  We  have  done  so  by 
investing  heavily  in  our  R&D.  And  of  course  in  our 
people.  And  in  the  process,  our  share  in  the  2.6 
million  Indian  two  wheeler  market  has  grown  from 
38%  in  1984  to  46%  now. 

Vision  is  the  future  It  takes  a  leader's  vision  to 
unlock  new  possibilities  and  open  new  avenues.  And 
now,  with  a  target  of  2  million  vehicles  by  the  turn  of 
the  century,  Bajaj  is  clearly  turning  the  wheels  of  the 
automotive  industry. 

LEADING    INTO    THE  FUTURE 

  Akurdi,  Punc  41  1035,  India. 


$  bajaj  suio  ltd 
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Two  cars,  two  kids  and  two  public  high-tech  companies— Narendra  and  Vinita 
Gupta  show  it  is  possible  to  succeed  at  work  and  at  home,  especially  if 
your  parents  help  choose  your  mate. 

The  day  Vinita  Gupta's 
water  broke 


By  Ann  Marsh 

In  October  1992  Narendra 
(Naren)  Gupta  was  fighting  his 
board  to  keep  his  job  as  chief  execu- 
tive of  Integrated  Systems,  Inc.,  the 
technology  company  he  had  found- 
ed. Integrated  Systems'  growth  had 
slowed,  its  stock  had  tanked  and 
some  of  Gupta's  colleagues  and 
board  members  wanted  him  out. 
One  of  his  strong  allies  on  the  board 
was  his  wife,  Vinita.  She  was  deter- 
mined to  have  a  say  in  his  future.  She 
was  also  nine  months'  pregnant. 

Then,  at  the  tensest  point  in  the 
boardroom  brawl,  Vinita  Gupta's 
water  broke;  their  second  child  was 
on  her  way.  "I  remember  feeling  a 
pit  in  my  stomach,"  says  venture 
capitalist  Greg  Avis,  another 
Integrated  board  member  who  was 
there.  Over  his  wife's  objections, 
Naren  drove  Vinita  to  the  hospital. 
"Her  clothes  were  all  wet,  everyone 
was  concerned,"  Naren  recalls. 
"They  hadn't  seen  that  in  a  board- 
room before." 

Serena,  now  4,  was  born  later  that 
night  by  cesarean  section.  Several 
days  later  Vinita  was  back  at  another 
Integrated  board  meeting,  success- 
fully arguing  that  her  husband 
should  keep  his  job.  "I'm  unemo- 
tional about  such  things,"  Vinita 
professes.  "I  could  have  gone 
through  two  or  three  hours  more  of 
meetings." 

That  Vinita  Gupta  juggled 
Serena's  birth  and  the  crisis  in  her 
husband's  company  with  such 
aplomb  comes  as  somewhat  less  of  a 
surprise  when  you  learn  that  she 
founded  and  runs  a  high-tech  com- 
pany of  her  own:  $44  million  (1995 
revenues)  Digital  Link  Corp.  Its 


Vinita  Gupta,  Digital  Link  founder 
and  chair  person 

Meeting  demands  of  kids  and  company. 


headquarters  are  two  blocks  from 
Integrated  Systems'  in  Silicon 
Valley's  Sunnyvale. 

In  an  era  when  people  are  strug- 
gling to  succeed  in  both  the  work- 


place and  the  home  (see  cover  story, 
p.  164),  the  Guptas  show  that  the 
struggle  can  be  won.  They  also  show 
that  the  old  practice  of  arranged 
marriages  may  have  something  to  it 
after  all. 

Forbes  readers  may  remember 
Naren  Gupta  as  "The  Bill  Gates  of 
Dishwashers"   (FORBES,   Nov.  21, 
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1994)  for  his  dominance  in  the 
embedded  software  market.  With 
1996  revenues  of  $84  million, 
Integrated  Systems  is  the  world's 
leading  independent  producer  of  the 
computer  operating  systems  used 
inside  appliances,  cars  and  airplanes. 
Digital  Link,  founded  by  Vinita  five 
years  later,  makes  high-speed, 
modemlike  equipment  used  by 
large  customers,  from  AT&T  and 
Chase  Manhattan  Bank  to  more 
than  200  Internet  service 
providers. 

Both  Guptas  sit  on  each  other's 
boards.  Their  combined  net  worth  is 


about  $248  million— $148  million 
in  Integrated  Systems  stock,  $26 
million  from  recent  Integrated 
Systems  stock  sales  and  $74  million 
in  Digital  Link  stock.  Look  for  them 
on  The  Forbes  Four  Hundred  in  the 
next  few  years. 

The  Guptas  first  met  as  their  par- 
ents attempted  a  traditional  Indian 


arranged  marriage  for  them.  Vinita's 
parents  introduced  the  two  in  New 
Delhi  in  1973.  The  meeting  was  not 
a  complete  success.  Naren,  an  out- 
going chap  who  was  then  25,  was 
interested;  Vinita,  much  more 
reserved  and  23  at  the  time,  was  -not. 
"At  that  time  I  was  not  in  a  frame  of 
mind  to  get  married,"  she  recalls.  "I 
was  a  career  person." 

Gupta  daughters  Serena,  4,  and  Anneka,  8 
Dad,  mom  and  girls  spend  at  least 
three  hours  together  every  day. 
Vacations  are  family  affairs  as  well. 


Naren  Gupta  had  one  thing  going 
for  him  in  Vinita's  eyes:  He  was 
smart,  graduating  at  the  top  of  his 
class  at  the  India  Institute  of 
Technology  in  1969.  From  there  he 
went  to  Cal  Tech  and  then  Stanford, 
where  he  earned  a  doctorate  in  engi- 
neering in  1974. 

In  1973  Vinita,  too,  went  to 


California,  to  get  her  master's  degree 
in  electrical  engineering  at  the 
University  of  California  at  Los 
Angeles.  In  California,  Naren  kept 
calling,  and  eventually  Vinita  decid- 
ed he  was  easy  to  talk  to — as  well  as 
smart  and  ambitious.  Maybe  her  par- 
ents were  right  after  all.  "I  was  a  very 
high  achiever,  and  I  felt  he  was, 
too,"  Vinita  says. 

A  year  later,  in  1974,  the  Guptas 
were  married  in  a  traditional  Indian 
ceremony  outside  Los  Angeles,  15 
months  after  they  met.  Naren  was 
26,  and  Vinita  24. 

Was  Vinita  suddenly  no  longer  a 
career  person?  Hardly.  Both  Guptas 
started  working  as  engineers,  Vinita 
for  a  former  division  of  GTE,  Naren 
for  a  small  software  and  consulting 
company  called  Systems  Control. 
Eventually  Vinita  went  to  Bell 
Northern  Research,  a  division  of 
Northern  Telecom. 

As  high  achievers,  neither  Gupta 
was  cut  out  to  remain  for  very  long 
on  someone  else's  payroll.  Naren's 
frustration  broke  first.  "[At  Systems 
Control]  we  did  what  we  are  doing 
right  now  [at  Integrated  Systems]," 
he  says,  "but  it  took  about  ten  times 
longer." 

In  1980  Naren  founded 
Integrated  Systems.  He  was  con- 
vinced the  demand  for  embedded 
software  would  grow.  He  was  right. 
The  company  was  profitable  from  its 
first  year  and  has  been  every  year 
since.  For  the  first  year  and  a  half, 
though,  Naren  did  not  draw  a  salary, 
and  Vinita  helped  fund  the  startup 
with  her  regular  income. 

At  about  this  time,  the  Guptas, 
both  in  their  thirties,  started  trying 
to  have  children,  despite  some 
reservations  on  Vinita's  part.  "She 
didn't  think  she'd  fall  in  love  with 
children  as  much  as  she  has,"  Naren 
recalls. 

Several  years  of  disappointment 
and  a  brief,  unpleasant  experimenta- 
tion with  fertility  tests  followed. 
Finally  the  Guptas  gave  up  their 
plans  to  raise  children  alongside 
Naren's  company.  Vinita  immediate- 
ly decided  to  focus  her  energies  else- 
where. "I'm  not  one  of  those  types 
who  will  sit  around  and  wait  for 
something  that  is  out  of  my  con- 
trol," she  says. 

In  1985,  with  Integrated  Systems 
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celebrating  its  five-year  anniversary, 
Naren  began  encouraging  Vinita  to 
stop  griping  about  life  at  Bell 
Northern.  She  should,  he  urged, 
start  her  own  company.  Vinita  didn't 
take  much  convincing.  "I  needed 
personal  growth  very  badly,"  Vinita 
says.  "I  was  looking  for  an  opportu- 
nity which  might  provide  me  with 
challenges." 

Vinita,  then  34,  set  out  to 
cofound  Digital  Link  in  Palo  Alto  in 
1985.  Naren  helped  finance  it  and  is 
glad  he  did.  Although  Digital  Link 
grew  more  slowly  than  Integrated 
Systems,  it  has  been  profitable  for  10 
of  its  11  years,  losing  only  $10,000 
in  its  first  eight  months. 

In  starting  Digital  Link,  Vinita 
Gupta  had  assured  her  business  part- 
ner (who  left  the  company  after  six 
months,  believing  they  wouldn't 
make  it)  that  children  would  not  get 
in  the  way  of  the  business  since  she 
could  not  have  them.  "My  thinking 
was,  we  wouldn't  have  kids,  and  it 
didn't  bother  me  at  all." 

But  just  as  the  company  was  surg- 
ing ahead  and  requiring  all  its 


founder's  attention,  she  suddenly 
found  herself  pregnant.  "I  was 
pregnant  with  my  first  child  at  the 
same  time  I  was  getting  venture 
capital,"  she  says.  "Both  experiences 
were  very  pleasant."  Their  first 
daughter,  Anneka,  now  8,  was  born 
in  1988. 

With  a  child  on  the  way,  the 
Guptas  sat  down  to  take  a  serious 
look  at  how  to  organize  their  time  to 
raise  one  child  and  two  fast-growing 
companies. 

"You  have  to  apply  all  your  man- 
agement skills  to  running  your 
house,"  Naren  says.  "The  reason  I'm 
successful  is  I  have  a  very  good 
nanny.  It's  basic  delegation." 

From  day  one  the  Guptas  hired 
live -in  help,  but  they  also  promised 
to  take  weekends  off  and  to  be  out 
of  the  office  by  7  p.m.  Their  juggling 
act  required  unflinching  discipline 
and  help  from  family  and  friends,  but 
it  worked. 

Four  years  later  the  juggling 
intensified  with  Vinita's  second  sur- 
prise pregnancy.  "I  was  42,"  Vinita 
says,  "a  very  old  mother." 


Unlike  many  hard-driving,  two- 
income  families  that  in  essence  sub- 
contract out  the  raising  of  the  chil- 
dren to  an  army  of  nannies  and  other 
hired  help,  the  Guptas  determined 
to  stay  involved  in  their  kids'  daily 
lives.  That  has  meant  bending  their 
own  lives  to  fit  better  with  the  chil- 
dren's lives,  and  vice  versa. 

On  many  days  Anneka  and  Serena 
take  a  nap  after  school  or  during  the 
day  to  be  fresh  when  their  parents 
come  home  at  7  p.m.  That  gives  the 
family  three  hours  together  before 
everyone's  regular  bedtime  at  10 
p.m.  The  Guptas  take  their  kids  on 
several  vacations  a  year — most 
recently  to  Greece  and  Turkey. 
They  also  return  to  India  at  least 
once  a  year  or  so,  together,  to  visit 
relatives. 

Meanwhile,  their  young  compa- 
nies make  their  own  demands.  In 
1991  Integrated  Systems  acquired  a 
smaller  high-tech  company,  Software 
Components  Group.  A  year  later 
Naren  and  scg's  president  clashed 
badly.  Integrated  Systems'  stock  had 
dropped  precipitously.  The  SCG  pres- 
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A  premier  Financial  Institution 

IN  THE  EMERGING  MARKETS 


India  is  Asia's  emerging  success  story.  Industrial  Development 
Bank  of  India,  India's  foremost  financial  institution,  is  the  key 
player  in  its  industrial  transformation.  And  with  liberalisation 
sweeping  the  country,  it  is  playing  a  pivotal  role  in  helping 
India  integrate  into  the  world  economy. 
For  foreign  investors  looking  towards  India,  there  is  no  better 
place  to  start  with  than  IDBI.  Intimate  knowledge  of  India's 
complex  and  inter-related  markets.  Expertise  of  diverse  industrial 
sectors.  Feel  of  economic  trends.  Products  and  services  ranging 
from  project  funding  to  merchant  banking.  A  team  of  committed 
professionals...  Everything  you  would  expect  from  the  world's 
7th  most  profitable  development  financing  institution  with 
diversified  assets  of  nearly  US  $  1 3  billion  and  net  worth  of 
about  US  $  2  billion.  As  a  forward  looking  financial  institution, 
IDBI  is  equipped  to  face  future  challenges  and  help  India  take 
its  rightful  place  in  the  global  markets. 
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See  What  Happened 

When  America 
Put  Its  Foot  Down. 


When  American  drivers  put  their  foot  down,  the  Pontiac  Bonneville"  responded  with  plenty  of  power  and  performance. 
That's  just  one  of  the  reasons  it  took  home  the  J.D.  POWER  AND  ASSOCIATES  Award*  for  "Most  Appealing  Premium  Midsize 
Car."  This  is  based  on  a  survey  of  the  most  important  critics  of  all,  car  owners.  In  addition,  Bonneville  was  also  honored  by 
Smart  Money  **  as  the  "Best  Value  In  Its  Category,"  and  received  Strategic  Vision's  1996  Total  Quality  Award™*  for  "Best 
Ownership  Experience"  in  its  class.  But  what  would  you  expect  from  one  of  the  world's  most  powerful  sport  sedans? 
See  for  yourself  why  Bonneville  is  such  a  bold  alternative  to  traditional  luxury  cars.  All  you  have  to  do  is  put  your  foot  down. 

BONNEVILLE 

PONTIAC. 

WE  ARE  DRIVING  EXCITEMENT^ 

'J.D.  Power  and  Associates  1996  Automotive  Performance,  Execution  and  Layout  (APEAL)  StudySM  Study  based  on  a  total  of  25,492  consumer  responses.  " SmartMoney,  September 
1996.  Based  on  analysis  of  2.000+  new  cars  and  trucks  for  1997.  Bonneville  competing  in  the  full-size  class.  tStrategic  Vision's  1996  Vehicle  Experience  Study™  surveyed  35,652 
Oct.-Nov.  new  vehicle  buyers  of  200+  models  after  the  first  90  days  of  ownership  among  large  cars.  ©1996  GM  Corp.  All  rights  reserved.  Always  wear  safety  belts,  even  with  air  bags. 


ident  accused  Naren  of  mismanaging 
the  business  and  began  to  lobby 
Integrated  Systems'  board  to  dump 
Naren.  But  after  a  series  of  meetings, 
including  the  one  interrupted  by 
Vinita's  second  pregnancy,  the  SCG 
president  quit,  along  with  several 
board  members. 

"They  sold  out  at  $6  to  $10,"  says 
Vinita,  the  trace  of  a  smile  spreading 
across  her  usually  serious  face.  After 
a  2-for-l  split  in  April,  the  stock 
recently  traded  at  31%. 

Integrated  Systems  is  growing 
30%  to  40%  a  year  and  has  just 
moved  into  larger  headquarters  in 


tern.  "Most  software  people  are  too 
sloppy — Windows  95  is  an  example 
of  that,"  Naren  says.  "We  spend 
more  time  testing  the  software  than 
writing  it." 

Integrated  Systems  is  now  large 
enough  to  push  its  clients  into  new 
markets.  The  next  consumer  trend, 
Naren  believes,  is  to  build  appliances 
with  computers  that  are  capable  of 

Integrated  Systems'  Naren  Gupta 
"Most  software  people  are  too  sloppy," 
he  says.  "We  spend  more  time  testing 
software  than  writing  it." 


technology,  and  Naren  is  betting 
you'll  soon  see  smart  stoves  and 
other  intelligent  appliances  in  stores. 
"You  have  to  go  a  lot  with  your  gut 
feeling,"  he  says. 

These  days  it's  Vinita's  turn  to 
mother  Digital  Link  through  a  cri- 
sis. "Last  year  we  missed  fourth- 
quarter  revenue  projections,  so  the 
stock  took  a  dive,"  she  says.  A  tech- 
nologically complex  new  switching 
product  for  transferring  data  over 
long  distance  lines,  called  GateWay, 
was  delayed  in  production.  And 
while  British  Telecom  and  Deutsche 
Telekom  selected  Digital  Link  as  the 
exclusive  vendor  of  a  communica- 
tions network  based  on  a  new  pro- 
tocol, demand  was  softer  than 
expected  last  year.  The  president, 
with  responsibility  for  the  GateWay 
product,  quit  in  October  1995,  and 
Digital  Link  spent  almost  one  year 
finding  a  replacement. 

All  told,  Digital  Link  stock  went 
from  a  low  of  $8  in  January  to  a  high 
of  $24  in  May.  Operating  revenue 
has  since  improved;  the  stock  recent- 
ly traded  at  18%;  the  analysts  now 
rate  it  a  buy. 

But  strike-suit  king  Bill  Lerach 
smelled  blood.  In  April  his  firm 
launched  a  class-action  suit  against 
Digital  Link,  claiming  insider  trading 
and  demanding  damages. 

Says  Naren  of  Lerach  and  his  legal 
tactics:  "If  [California's]  Proposition 
211  [which  would  benefit  strike- 
suit  lawyers]  is  passed,  it  will  prolif- 
erate this  sort  of  harassment 
litigation." 

The  next  couple  of  years  promise 
to  be  the  most  challenging  yet  for 
Vinita  Gupta.  Despite  its  troubles, 
Digital  Link  is  still  growing  at  a 
strong  clip — 30%.  The  current  head- 
quarters can  contain  the  company 
for  only  another  year. 

But  Greg  Avis,  managing  partner 
of  Summit  Partners,  the  Boston- 
based  venture  capital  firm  that 
invested  in  both  Vinita  and  Naren, 
believes  that  Digital  Link  is  at  a  cru- 
cial juncture,  much  like  the  one 
Integrated  Systems  experienced 
when  Naren  Gupta  was  fighting  for 
his  job. 

If  Digital  Link  can  survive  and 
clear  the  $50  million  revenue  mark, 
it  may  hurtle  on  to  the  kind  of  suc- 
cess Integrated  Systems  is  enjoying. 


Sunnyvale.  The  operating  systems  communicating  via  Internet.  People 

Integrated  Systems  produces  are  already  can  check  their  home  securi- 

some  of  the  world's  most  reliable,  ty  systems  while  they  are  out  of 

Airplanes  and  automobiles  depend-  town.  Soon  they  might  be  able  to 

ing  on  computers  can't  afford  to  phone  their  stove  and  tell  it  to  start 

have  them  crash.  heating  up  a  precooked  meal;  the 

None  of  the  company's  4,000  cus-  stove  might  also  have  an  Internet 

tomers  has  recalled  products  because  browser  capable  of  downloading 

of  a  problem  in  the  operating  sys-  recipes.  Integrated  Systems  has  the 
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Now  men  who  suffer  from 

frequent  nigkttime  urination  can... 


CARDURA*.  Tke  fast,  easy  treatment 
for  frequent  ni       ime  urination  due  to  BPH. 


Frequent  nighttime  urination  is  a  common  and  bothersome 
symptom  of  benign  prostatic  hyperplasia  (BPH),  a  noncancerous 
enlargement  of  the  prostate  gland  occurring  most  often  in  men 
over  the  age  of  50. 

Cardura  is  a  simple,  once-daily  tablet  that  quickly  relieves 
urination  problems  caused  by  BPH,  meaning  your  bladder  can 
empty  completely  and  you  won't  have  to  wake  up  as  often  at 
night  to  go  to  the  bathroom. 

Cardura  may  begin  to  improve  urinary  flow — day  and  night — in 
as  little  as  1  to  2  weeks. 

Cardura  is  available  only  by  prescription. 

So  ask  your  physician  if  Cardura  is  right  for  you — if  it  is,  your 
doctor  can  provide  you  with  a  trial  pack  to  get  you  started. 

Cardura  can  cause  a  sudden  drop  in  blood  pressure  at  the 
beginning  of  treatment  or  if  you  miss  doses  and  then  start 
taking  the  medication  again.  You  may  feel  dizzy,  faint,  or 
light-headed,  particularly  after  getting  up  from  a  chair  or  bed. 
Speak  to  your  doctor  about  oral  medications  like  Cardura 
and  other  treatment  options  for  BPH  such  as  regular 
monitoring  of  the  condition  or  surgery. 

Please  see  important  information  on  the  next  page. 


ONCE-A-DAY  ^ 

CARDURA© 

(doxazosin  mesylate 


Scored  Tablets 
1  mg,  2  mg,  4  mg,  8  mg 
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ONCEA-DAY  _ 

CARDURA© 

(doxazosin  mesylate)^™ "  W 


PATIENT  INFORMATION  ABOUT  CARDURA" 
Generic  Name: 
doxazosin  mesylate 
FOR  BENIGN  PROSTATIC  HYPERPLASIA  (BPH) 

Read  this  information: 

•  before  you  start  taking  CARDURA* 

•  each  time  you  get  a  new  prescription. 

You  and  your  doctor  should  discuss  this  treatment  and  your 
BPH  symptoms  before  you  start  taking  CARDURA*  and  at  your 
regular  checkups.  This  information  does  NOT  take  the  place  of 
discussions  with  your  doctor. 

CARDURA"  is  used  to  treat  both  benign  prostatic  hyperplasia 
(BPH)  and  high  blood  pressure  (hypertension).  This  information 
describes  CARDURA'  as  treatment  for  BPH  (although  you  may  be 
taking  CARDURA*  for  both  your  BPH  and  high  blood  pressure). 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate  gland.  This  gland  surrounds 
the  tube  that  drains  the  urine  from  the  bladder.  The  symptoms  of 
BPH  can  be  caused  by  a  tensing  of  the  enlarged  muscle  in  the 
prostate  gland  which  blocks  the  passage  of  urine.  This  can  lead  to 
such  symptoms  as: 

•  a  weak  or  start-and-stop  stream  when  urinating 

•  a  feeling  that  the  bladder  is  not  completely  emptied  after 
urination 

•  a  delay  or  difficulty  in  the  beginning  of  urination 

•  a  need  to  urinate  often  during  the  day  and  especially  at  night 

•  a  feeling  that  you  must  urinate  immediately. 

Treatment  Options  for  BPH 

The  four  main  treatment  options  for  BPH  are: 

•  If  you  are  not  bothered  by  your  symptoms,  you  and  your 
doctor  may  decide  on  a  program  of  "watchful  waiting."  It  is 
not  an  active  treatment  like  taking  medication  or  surgery  but 
involves  having  regular  checkups  to  see  if  your  condition  is 
getting  worse  or  causing  problems. 

•  Treatment  with  CARDURA"  or  other  similar  drugs.  CARDURA" 
is  the  medication  your  doctor  has  prescribed  for  you  See 
"What  CARDURA*  Does,"  below. 

•  Treatment  with  the  medication  class  of  5-alpha  reductase 
inhibitors  (e.g.  Proscar*).  It  can  cause  the  prostate  to  shrink. 
It  may  take  6  months  or  more  for  the  full  benefit  of  finasteride 
to  be  seen. 

•  Various  surgical  procedures.  Your  doctor  can  describe  these 
procedures  to  you  The  best  procedure  for  you  depends  on 
your  BPH  symptoms  and  medical  condition. 

What  CARDURA  Does 

CARDURA*  works  on  a  specific  type  of  muscle  found  in  the 
prostate,  causing  it  to  relax.  This  in  turn  decreases  the  pressure 
within  the  prostate,  thus  improving  the  flow  of  urine  and  your 
symptoms. 

•  CARDURA*  helps  relieve  the  symptoms  of  BPH  ( weak  stream, 
start-and-stop  stream,  a  feeling  that  your  bladder  is  not  com- 
pletely empty,  delay  in  beginning  of  urination,  need  to 
urinate  often  during  the  day  and  especially  at  night,  and 
feeling  that  you  must  urinate  immediately).  It  does  not 
change  the  size  of  the  prostate.  The  prostate  may  continue  to 
grow;  however,  a  larger  prostate  is  not  necessarily  related  to 
more  symptoms  or  to  worse  symptoms.  CARDURA*  can 
decrease  your  symptoms  and  improve  urinary  tlow,  without 
decreasing  the  size  of  the  prostate. 

•  If  CARDURA*  is  helping  you,  you  should  notice  an  effect 
within  1  to  2  weeks  after  you  start  your  medication.  CARDURA" 
has  been  studied  in  over  900  patients  for  up  to 
2  years  and  the  drug  has  been  shown  to  continue  to  work 
during  long-term  treatment. 

Even  though  you  take  CARDURA*1  and  it  may  help  you, 
CARDURA"  may  not  prevent  the  need  for  surgery  in  the 
future. 

•  CARDURA*  does  not  affect  PSA  levels.  PSA  is  the 


abbreviation  for  Prostate  Specific  Antigen.  Your  doctor  may 
have  done  a  blood  test  called  PSA.  You  may  want  to  ask  your 
doctor  more  about  this  if  you  have  had  a  PSA  test  done. 

Other  Important  Facts 

•  You  should  see  an  improvement  of  your  symptoms  within 
1  to  2  weeks.  In  addition  to  your  other  regular  checkups  you 
will  need  to  continue  seeing  your  doctor  regularly  to  check 
your  progress  regarding  your  BPH  and  to  monitor  your 
blood  pressure. 

•  CARDURA"  (doxazosin  mesylate)  is  not  a  treatment  for 
prostate  cancer.  Your  doctor  has  prescribed  CARDURA"  for 
your  BPH  and  not  for  prostate  cancer;  howevnr,  a  man  can 
have  BPH  and  prostate  cancer  at  the  same  time.  Doctors 
usually  recommend  that  men  be  checked  for  prostate  cancer 
once  a  year  when  they  turn  50  (or  40  it  a  family  member  has 
had  prostate  cancer).  A  higher  incidence  of  prostate  cancer 
has  been  noted  in  men  of  African-American  descent.  These 
checks  should  continue  even  if  you  are  taking  CARDURA." 

How  To  Take  CARDURA"  and  What  You  Should 
Know  While  Taking  CARDURA8  for  BPH 

CARDURA"  Can  Cause  a  Sudden  Drop  in  Blood  Pressure 
After  the  VERY  FIRST  DOSE.  You  may  feel  dizzy,  faint  or 
"light-headed,"  especially  after  you  stand  up  from  a  lying  or 
sitting  position.  This  is  more  likely  to  occur  after \  I've  taken  the 
first  few  doses  or  if  you  increase  your  dose,  but  can  occur  at  any 
time  while  you  are  taking  the  drug.  It  can  also  occur  if  you  stop 
taking  the  drug  and  then  restart  treatment.  If  you  feel  very  dizzy, 
faint  or  "light-headed"  you  should  contact  you:  doctor.  Your 
doctor  will  discuss  with  you  how  often  you  need  to  visit  and  how 
often  your  blood  pressure  should  be  checked. 

Your  blood  pressure  should  be  checked  when  you  start  taking 
CARDURA"  even  if  you  do  not  have  high  blood  pressure 
(hypertension).  Your  doctor  will  discuss  with  you  the  details  of 
how  blood  pressure  is  measured 

Blood  Pressure  Measurement:  Whatever  equipment  is  used,  it 
is  usual  for  your  blood  pressure  to  be  measured  in  the  following 
way;  measure  your  blood  pressure  after  lying  quietly  on  your  back 
for  five  minutes.  Then,  after  standing  for  two  minutes  measure 
your  blood  pressure  again.  Your  doctor  will  discuss  with  you  what 
other  times  during  the  day  your  blood  pressure  should  be  taken, 
such  as  two  to  six  hours  after  a  dose,  before  bedtime  or  after 
waking  up  in  the  morning.  Note  that  moderate  to  high-intensity 
exercise  can,  over  a  period  of  time,  lower  your  average  blood 
pressure. 

You  can  take  CARDURA*  either  in  the  morning  or  at  bedtime 
and  it  will  be  equally  effective.  If  you  take  CARDURA"  at  bedtime 
but  need  to  get  up  from  bed  to  go  to  the  bathroom,  get  up  slowly 
and  cautiously  until  you  are  sure  how  the  medication  affects  you. 
It  is  important  to  get  up  slowly  from  a  chair  or  bed  at  any  time 
until  you  learn  how  you  react  to  CARDURA."  You  should  not  drive 
or  do  any  hazardous  tasks  until  you  are  used  to  the  effects  of  the 
medication.  If  you  begin  to  feel  dizzy,  sit  or  lie  down  until  you  feel 
better. 

•  You  will  start  with  a  1  mg  dose  of  CARDURA"  once  daily 
Then  the  once  daily  dose  will  be  increased  as  your  body 
gets  used  to  the  effects  of  the  medication  Follow  your 
doctor's  instructions  about  how  to  take  CARDURA*  You 
must  take  it  every  day  at  the  dose  prescribed.  Talk  with  your 
doctor  if  you  don't  take  it  for  a  few  days  for  some  reason,  you 
may  then  need  to  restart  the  medication  at  a  1  mg  dose,  in- 
crease your  dose  gradually  and  again  be  cautious  about 
possible  dizziness.  Do  not  share  CARDURA"  with  anyone 
else;  it  was  prescribed  only  for  you. 

•  Other  side  effects  you  could  have  while  taking  CARDURA," 
in  addition  to  lowering  of  the  blood  pressure,  include  dizzi- 
ness, fatigue  (tiredness),  swelling  of  the  feet  and  shortness 
of  breath.  Most  side  effects  are  mild.  However,  you  should 
discuss  any  unexpected  effects  you  notice  with  your  doctor. 

•  Keep  CARDURA*  and  all  medicines  out  c  ;he  reach  of 
children. 

FOR  MORE  INFORMATION  ABOUT  CARDURA"  AND  BPH 
TALK  WITH  YOUR  DOCTOR,  NURSE,  PHARMACIST  OR 
OTHER  HEALTH  CARE  PROVIDER. 
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If  not?  Well,  that's  the  kind  of 
question  the  Guptas  ask  themselves 
only  in  the  privacy  of  their  marriage. 
"In  bad  times,  the  inspiration  from 
somebody  close  to  you  is  very 
important,"  Naren  Gupta  says. 
"Vinita  provides  good  advice — at  a 
distance." 

Naren  survived  his 
company's  crisis  in  1992. 
Now  it's  Vinita's  turn. 
Her  hurdle:  $50  million 
in  sales. 

Both  Guptas  say  they  can  often 
forget  completely  about  work  when 
they  walk  out  the  office  door,  and 
it's  easy  to  see  why.  They  recently 
moved  from  Atherton  to  a  sprawling 
Mediterranean -style  home  on  more 
than  8  acres  completely  shrouded 
behind  trees  in  Woodside,  Calif. — 
Silicon  Valley's  version  of  Beverly 
Hills.  Oracle's  Larry  Ellison  will  be  a 
neighbor,  on  his  planned  $40  mil- 
lion estate. 

With  the  companies  and  the  chil- 
dren still  in  their  early  years,  the 
Guptas  haven't  had  much  chance  to 
enjoy  their  new  spread.  "Our  nanny 
really  enjoys  this  place,"  says 
Naren.  "Vinita  and  I  just  sleep 
here."  But  they  built  it  for  a  day 
when  neither  business  nor  kids  will 
place  as  many  demands  on  their 
time.  There  is  a  huge  pool  to 
lounge  by,  for  example,  and  an  18- 
seat  movie  theater. 

On  a  recent  weekend  Naren 
eagerly  used  the  movie  theater's 
laser  disk  player  and  thx  sound  sys- 
tem to  screen  the  T-Rex  sequence 
from  Jurassic  Park.  In  it,  the  toothy 
dinosaur  chomps  a  lawyer,  thrash- 
ing him  about  bloodily.  As  the 
lights  come  up,  Vinita  and  Naren 
laugh  delightedly.  Ah,  if  only  that 
lawyer  was  Bill  Lerach — they  could 
squeeze  in  a  few  more  hours  with 
the  kids. 

"I'm  always  thinking,  'How  do  I 
tap  into  the  girls'  brains  either  with 
love  and  affection  or  intellectually,'  " 
says  Vinita.  Echoes  Naren:  "I  tell 
people  the  children  are  religion  to 
me.  I  believe  in  omens.  A  lot  of  good 
things  have  happened  since  our 
older  daughter  was  born."  Hi 
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The  power  of 
sector  funds 


The  power  of 
Fidelity  Selects 


With  Fidelity  Selects,  you  pick  the  industry 
and  our  expert  stock  pickers  take  it  from 
there-singling  out  the  most  promising 
opportunities  both  here  and  abroad.1 

A  little  of  Fidelity  Selects  is  all  it  takes  to  give 
your  portfolio  a  charge:  consider  limiting  them 
to  no  more  than  10%  of  your  stock  fund  holdings. 
That's  because  Fidelity  Selects  can  move  up 
quickly  and,  conversely,  fall  just  as  fast. 

Remember  that  past  performance  is  no  guarantee 
of  future  results,  and  you  may  have  a  gain  or  loss 
when  you  sell  your  shares.  Discover  for  yourself 
the  power  of  Fidelity  Selects.  Ask  for  your  free 


Select  Account  Kit.  Call  us  today. 


It's  time 


Fidelity 
Investments® 
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AVERAGE  ANNUAL  RETURNS- 


CONSUMER 

FUND 

fund 
inception 

1  YR 

5  YR 

Ufe  of 

FUNDt 

Consumer  Industries 

6-29-90 

1  6.28% 

1  4.00% 

1  4.B6% 

Food  &  Agriculture 

7-29-B5 

9.69 

1  3.82 

1  7.0LT 

Leisure 

5-OP-B4 

1  0.54 

1  B  43 

1  4.46* 

Multimedia 

6-3DB6 

1  ,B6 

21.10 

1  7.50* 

Retailing 

1216B5 

19.64 

13.93 

1  7.27* 

CYCLICALS 

Air  Transportation 

12-16-85 

-9.1  1% 

1  0.90% 

9.01%* 

Automotive 

6-30-B6 

5.BB 

16.07 

1  3.60' 

Chemicals 

7-29-B5 

1  6.B7 

16.1  2 

1  6.23* 

Construction 
and  Housing 

9-29-B6 

19.65 

14.7D 

1  3.07* 

Environmental 
Services 

6-29-B9 

6.35 

4.32 

5.94 

Industrial  Equipi  ient 

9-29-B6 

1  5.35 

19.26 

1  1 .7B* 

Industrial  Materials 

9-29-86 

4.B7 

14.25 

1  1.19* 

Paper  and 
Forest  Products 

6-3D-B6 

D.48 

14.89 

10.69* 

Transportation 

9-29-B6 

2  5  1 

1  7. OB 

1  3.40* 

FINANCIAL  SERVICES 

Brokerage  & 
Investment  Mgmt. 

7-29-B5 

9.23% 

1  7.46% 

9.49%* 

Financial  Services 

12-1  D-Bl 

1  9.  1  5 

24.22 

1  3.BB* 

Home  Finance 

12-1  6-B5 

22.96 

32.26 

20.67* 

insurance 

12-1  6-B5 

1  3.23 

1  6.34 

1  2.30* 

Regional  Banks 

6-20-B6 

23  an 

25  9B 

1  9.06* 

TECHNOLOGY 

Computers 

7-29-B5 

-4. 1  2% 

26.45% 

1  7.70%* 

Defense  &  Aerospace 

5-0B-B4 

21 .7B 

19.35 

B.99* 

Developing 
Communications 

6-29-9D 

-2.63 

21.10 

2  1  .82 

Electronics 

7-29-B5 

5.02 

34.31 

1  7.72* 

Software  and 
Computer  Services 

7-29-B5 

1  2.77 

25.97 

20.24* 

Technology 

7-1  4-B1 

-4.B6 

21.17 

1  5.94* 

Telecommunications 

7-29-B5 

0.2B 

1  7.30 

1  7.96* 

ENERGY,  UTILITIES,  AND 
NATURAL  RESOURCES 

American  Gold 

12-1  6-B5 

23.57% 

1  6.66% 

9.1  1%* 

Energy 

7-14-B1 

2B.  17 

9.97 

10.60* 

Energy  Service 

12-16-BS 

32.72 

1  3.51 

9.1  3* 

Natural  Gas 

4-21-93 

27. D3 

N/A 

B.B7 

Precious  Metals 
&  Minerals 

7-14-B1 

5. OB 

1  2.62 

6.80* 

Utilities  Growth 

12-1  D-81 

5.96 

1  D.24 

1  0.68* 

HEALTH  CARE 

Biotechnology 

12-1  6-B5 

1  0.85% 

5.72% 

1  6.24%* 

Health  Care 

7-1  4-B1 

1  7  77 

1  3.89 

19.55* 

medical  Delivery 

6-3D-B6 

1  B  34 

1  2.B2 

1  7.36* 

*1D-Year  Average  Annual  total  Return. 

tLife  of  Fund  Return  as  df  Fund  Inception  Date. 

TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.-9  p.m.  ET. 

For  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

'Foreign  investments,  especially  those  in  emerging  markets,  involve  greater  risks  than  U.S.  investments.    ^Average  annual  total  returns  for  the  periods  ending  9/30/96  are 
historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  the  funds'  3%  sales  charge.  Each  portfolio  has  an  exchange  fee 
of  $7.50  and  a  redemption  fee  of  up  to  $7.50  if  the  shares  are  held  30  days  or  longer,  or  0.75%  of  the  amount  redeemed  if  the  shares  are  held  less  than  30  days.  Returns 
would  have  been  lower  had  the  effect  of  these  fees  been  taken  into  account.  Share  prices  and  returns  will  vary.  If  Fidelity  had  not  reimbursed  certain  expenses  for  some 
of  the  funds  (luring  the  periods  shown,  those  funds'  returns  would  have  been  lower.    Fidelity  Distributors  Corporation. 
2d/20753001 


1-800-544-0003        24  hours  a  day  http://www.fid-inv.com 


WITH  DESKTOP  SYSTEMS  THAT  PUT  OUT 
THEIH  OWN  FIRES,  YOU  DON'T  HAVE  TO  COME  TO  WORK 
WEARING  THE  SAME  OLD  SUIT  EVERYDAY. 


The  next  time  there's  a  five-alarm  fire  at  the  office,  sit 
back  and  relax.  With  the  new  PowerMate*  Series  from  NEC, 
you  can  manage  the  entire  network  without  leaving  your  desk. 
The  fact  is,  exclusive  NEC  MagicEye  "  technology 
monitors  the  function  and  operation  of  each 
PowerMate  system,  including  its  hard  drive  activity, 
temperature  and  voltage.  It'll  even  alert  you 
if  a  computer  is  tampered  with.  If  a  problem 
is  detected,  Intel's  LANDesk1  Client  Manager 
3.0  lets  you  remotely  access  the  system  for 
efficient,  centralized  management.  What's  more, 
Cybermedia's  FirstAid  95  Deluxe  automatically 
fixes  configuration  errors  and,  along  with  McAfee's  anti-virus 
software,  protects  your  valuable  data. 

Alone,  the  PowerMate  desktop  computer  can  be  anything 
from  a  general  office  PC  to  a  powerful  corporate  workstation. 
Linked  together,  they're  a  sophisticated  network  that  you 
can  remotely  manage. 

Granted,  you  may  still  have  to  put  out  an  occasional 
fire.  But  at  least  now  you  can  do  it  in  everyday  business 
attire.  For  more  information,  call  1-800-NEC-INFO,  or  visit 
us  on  the  web  at  http://www.nec.com. 

SEE,  HEAR  AND  FEEL  THE  DIFFERENCE." 


entium 


©1996  Packard  Bell  NEC,  Inc.  NEC  and  PowerMate  are  registered  trademarks  ol  NEC  Corporation  used  under  license  by  Packaid  Bell  NEC.  Inc.  See,  Heai  and  Feel  (he  Difference  is  a  registered  trademark  ot  NEC  Techno!o™s.  Inc.  The  Intel 
Inside  Logo,  LANDesk  and  Penlium  are  registered  trademarks  and  the  Pentium  Processor  Logo  is  a  trademark  of  Intel  Corporation.  Product  specifications  listed  are  not  necessarily  reflective  ol  PowerMate  models  available.  Key  *  21324 


Paralegals  can  prepare  a  personal  bankruptcy 
filing  for  a  much  lower  fee  than  card-carrying 
lawyers.  Guess  who's  trying  to  put 
the  paralegals  out  of  business? 

The  guild 
fights  back 


By  Susan  Adams 


Barbara  Lessun,  a  single  mother  in 
Syracuse,  N.Y.,  was  in  a  financial  jam. 
Student  loan  payments  and  medical 
bills  were  long  overdue.  A  collection 
agency  was  garnisheeing  her  wages. 
Filing  for  personal  bankruptcy  was 
her  only  alternative. 

Hiring  a  lawyer  to  prepare  her 
Chapter  7  petition  would  have  cost 
Lessun  $750,  so  she  turned  instead 
to  Denise  Gibson,  38,  an  indepen- 
dent paralegal  with  five  years  of  expe- 
rience in  personal  bankruptcy  work. 
Using  sophisticated  legal  software, 
and  without  an  expensive  law  school 
education  to  amortize,  Gibson 
charged  Lessun  just  $269  for  filing  all 
the  relevant  Chapter  7  papers — a 
little  more  than  one-third  a  full-price 
lawyer's  fee. 

A  good  deal  for  Lessun?  Too  good, 
in  the  eyes  of  federal  bankruptcy 
Judge  Robert  Littiefield  Jr.  In  July,  in 
response  to  a  series  of  complaints 
from  the  U.S.  Trustee's  Office  in 
Albany,  N.Y.,  Littiefield  ruled  that 
Gibson  could  charge  Lessun  no  more 
than  $100  for  the  bankruptcy  filing. 
That's  tough,  considering  she  spends 
more  than  $100  in  typing,  duplicat- 
ing and  office  overhead  expenses  to 
prepare  the  typical  40-page  debtor 
petition  that  courts  demand  in  multi- 
ple copies.  Littlefield's  ruling  against 
Gibson  will  in  essence  limit  the  bank- 
ruptcy case  fees  charged  by  paralegals 
in  the  northern  district  of  New  York 
to  $100. 

Fumes  Gibson:  "I'm  not  going  to 
quit,  just  to  make  them  [the  bank- 
ruptcy lawyers]  mad."  She  says  she'll 
continue  doing  bankruptcy  and  other 
paralegal  work  in  the  area. 

Around  the  country  bankruptcy 
trustees,  lawyers  and  judges  are  work- 
ing hard  to  protect  the  coin  they 
receive  from  the  lucrative  personal 
bankruptcy  market.  This  is  a  growing 
business.  Personal  bankruptcies  will 
generate  1  million  filings  this  year,  up 
from  800,000  only  two  years  ago  and 
up  from  400,000  a  decade  ago.  But 
to  the  bankruptcy  bar's  dismay,  para- 
legals like  Gibson  are  chipping  away 
at  the  fee  structure,  using  inexpensive 
offices  and  the  same  legal  software 
many  law  firms  use,  to  underprice  the 
full-price  lawyers.  (See  the  box  on 
page  105  for  information  on  how  to 
file  for  bankruptcy  on  your  own.) 

The  lawyers  have  a  powerful  new 
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Jakarta 
A  Four  Seasons  •  Recent  Hotel 


i  Strategically  located  at  the  crossroads  of  Jalan  Rasuna  Said  and 
m  Sudirman,  The  Regent  Jakarta  is  in  the  heart  of  Jakarta's  Golden 
■ingle,  making  it  the  best  place  from  which  to  do  business. 

However,  if  prime  real  estate  brings  to  mind  cramped  quarters,  rest 
y:  The  Regent  is  an  oasis  of  space  and  tranquility. 

Our  acres  of  landscaped  gardens  and  large  luxurious  rooms  make  it 

perfect  place  in  which  to  unwind  after  a  hard  day's  work. 

Of  course,  the  spontaneous  warmth  of  our  staff  and  a  genuine 


concern  for  guests  that  is  a  Regent  hallmark,  manifest  themselves  at 
every  opportunity. 

Stay  with  us  and  you  will  agree  that  The  Regent  Jakarta  effortlessly 
blends  an  urbane,  accommodating  style  with  an  uncompromising, 
passionate  commitment  to  quality. 

We  look  forward  to  serving  you  with  a  brand  of  hospitality  that 
is,  at  once,  uniquely  Regent  and  singularly  Indonesian . 

The  Regent  Jakarta.  Where  our  standards  meet  yours. 


NGKOK.  BEVERLY  HILLS.  CHIANG  MAI.  HONG  KONG.  JAKARTA.  KUALA  LUMPUR.  SINGAPORE.  SYDNEY.  TAIPEI. 
THE  REGENT  JAKARTA.  JL    H.R.  RASUNA  SAID,  JAKARTA  12920,  INDONESIA.  TEL:  (62  21)  252  3456  FAX:  (62  21)  252  4480. 
FOUR  SEASONS  ♦  REGENT.  DEFINING  THE  ART  OF  SERVICE  AT  40  HOTELS  IN  19  COUNTRIES. 
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Harvard  Law  School  (where  bank- 
ruptcy is  not  a  mandatory  course), 
Boyl  says  he  doesn't  think  so.  He 
insists  that  self-taught  paralegals  are 
not  as  reliable  as  lawyers  who  have 
undergone  "rigorous  schooling  and 
examination." 

Too  bad  so  few  law  students  get 
any  training  in  consumer  bankruptcy 
filing.  According  to  Harvard  bank- 
ruptcy professor  Elizabeth  Warren, 
she  does  not  teach  consumer  bank- 
ruptcy petition  preparation  in  her 
class  and  most  state  bar  examinations 
don't  include  questions  on  personal 
bankruptcy. 

We  asked  Boyl  if  consumers  should 
be  allowed  to  choose  what  kind  of 
legal  service  they'll  get  and  how 
much  they'll  pay  for  it,  just  as  they 
can  choose  between  fixing  their  car  at 
a  high-priced  dealership  or  on  the 
cheap  at  the  local  service  station. 
Boyl's  reply:  "Consumers  should  be 
able  to  be  protected.  That's  why  we 
have  licensing  laws." 

The  independent  paralegals  are 
fighting  back.  A  number  of  them 
have  joined  forces  with  halt,  a  Wash- 


The  most  unique  part 
of  our  new  Cradle  Seat  isn't 


the  patented  tilting  action . . . 


weapon  to  wield  against  the  price- 
cutters:  the  1994  Bankruptcy  Reform 
Act.  Section  110  of  the  law  gives 
judges  enormous  power  to  cap  the 
fees  paralegals  can  charge.  The  para- 
legals must  turn  over  to  the  trustee  in 
a  bankruptcy  case  anything  the  court 
decides  is  "in  excess  of  the  value  of 
the  services  rendered."  The  law  also 
subjects  paralegals  to  fines  of  up  to 
$500  for  each  violation  of  the  law. 
There  are  no  fines  for  lawyers  who 
overcharge. 

In  a  spate  of  personal  bankruptcy 
cases,  paralegals  are  having  their 
prices  capped.  In  southern  California 
a  bankruptcy  judge  has  capped  at  $50 
the  amount  independent  paralegals 
can  charge  to  prepare  a  Chapter  7 
personal  debt  liquidation  filing.  Sim- 
ilar price  caps  have  recently  gone  into 
effect  in  central  Florida.  In  central 
Georgia  the  limit  is  $75.  Lawyers  in 
these  areas  bill  between  $700  and 
$900  on  average.  Many  charge 
upwards  of  $1,500. 

Is  the  paralegal's  service  really  so 
inferior  to  the  lawyer's?  In  most  cases 
the  consumer  who  uses  a  lawyer  is 


paying  for  a  brief  hand-holding  ses- 
sion with  someone  who  has  an 
expensive  degree.  The  lawyer  then 
delegates  the  scut  work  to  experi- 
enced paralegals  and  secretaries. 

The  trustees  claim  that  in  capping 
the  fees  paralegals  can  charge  they're 
merely  protecting  consumers,  not 
lawyers'  livelihoods.  Their  intent,  says 

Trustees,  lawyers  and  judges 
are  working  hard  to  protect 
the  coin  they  receive  from 
the  lucrative  personal 
bankruptcy  market. 

J.  Patrick  Boyl,  Assistant  U.S.  Trustee 
in  San  Diego,  "is  to  ensure  that 
someone  who  appears  as  a  debtor  in 
bankruptcy  is  adequately  and  thor- 
oughly advised  according  to  the 
laws." 

Asked  if  an  experienced  paralegal 
can't  do  a  better  (as  well  as  cheaper) 
job  of  preparing  personal  bankruptcy 
filings  than  a  young  graduate  from 


Terms  and  Conditions:  Must  be  a  US.  Executive  Club  member  or  enroll  prior  to  travel  (call  1-800-AIRWAYS).*"  Must  travel  full-fare  business  class  on  two  British  Airways  transatlantic  flights  with  travel  coram 
Sept.  16.  1996  and  completed  by  Dec.  31,  1996  to  be  eligible  for  the  one-nme  25.000  Executive  Club  bonus  mile  offer  Tickets  must  be  purchased  in  U.S.  dollars  in  the  U.S.A.  25.000  mile  seat  guarantee  subm 
must  be  in  writing  explaining  why  the  Club  World  "Cradle  Seat"  is  not  the  most  comfortable  international  business  class  seat.  Send  letter,  photocopy  of  passenger  ticket  and  original  boarding  card  for  fligrj 


ington,  D.C.- based  nonprofit  group 
with  70,000  members  devoted  to 
fighting  the  lawyer  monopoly.  HALT 
is  pushing  the  National  Bankruptcy 
Review  Commission,  a  panel  created 
by  Congress  to  monitor  enforcement 
of  the  1994  law,  to  remove  the  fee 
caps.  "We  would  like  the  marketplace 
to  determine  fees,"  says  HALT  Execu- 
tive Director  William  Fry. 

One  of  the  independent  paralegals 
working  with  halt  is  Katherine  Grey 
of  Americus,  Ga.  She  has  challenged 
15  fee-capping  cases  brought  against 
her  by  trustees'  offices  in  Macon  and 
Columbus.  So  far,  Grey  has  prevailed 
in  14  of  those  cases,  escaping  fines 
and  orders  to  return  a  portion  of  her 
$225  fee. 

But  the  local  bankruptcy  bar  fig- 
ures it  can  grind  her  down.  James 
Walker  Jr.,  the  bankruptcy  judge  in 
the  middle  district  of  Georgia,  ruled 
in  August  that  in  the  future  Grey 
can't  charge  more  than  $75  to  pre- 
pare a  bankruptcy  filing. 

Judge  Walker  also  ruled  that  Grey 
can  no  longer  use  her  computer, 
equipped  with  legal  software  special - 


Do  it  It  is  possible  to  avoid  the 

yourself  cost  °f  either  a  paralegal 

or  a  lawyer  and  file  for 
bankruptcy  on  your  own. 
Nolo  Press,  the  self-help 
legal  publisher  in  Berkeley, 
Calif.  (800-992-6656), 
has  put  out  two  excellent 
books  that  can  guide  you 
through  the  process:  How 
to  File  for  Bankruptcy 
($26.95),  which  lays  out 
how  to  put  together  a 
Chapter  7  liquidation  peti- 
tion; and  Chapter  13 
Bankruptcy:  Repay  Tour 
Debts ($29.95),  a  guide  to 
filing  your  own  repayment 
plan.  Both  books  include 
clear  instructions  on  when 


and  how  to  fill  out  all  the 
necessary  forms,  which 
assets  you  may  legally 
keep,  even  advice  on 
whether  your  case  is  com- 
plicated enough  to  make  it 
worth  your  while  to  hire  a 
lawyer  or  paralegal. 
Although  bankruptcy  is 
mostly  governed  by  feder- 
al law,  the  books  explain 
state  rules  on  exempt 
property.  Copies  of  the 
more  than  a  dozen 
required  forms  are  also 
included.  Bankruptcy 
form  kits  are  for  sale  in 
most  stationery  stores,  but 
they  do  not  include 
instructions.       -S.A.  MB 


ly  designed  for  bankruptcy  prepara- 
tion, to  help  her  customers.  Why? 
Grey  telephoned  the  judge's  cham- 
bers for  an  explanation. "They  told 
me,"  she  says,  shaking  her  head, 
"that  my  computer  was  practicing  law 


without  a  license." 

These  are  the  opening  skirmishes 
in  what  promises  to  be  a  long  and 
dirty  war  between  well-paid  profes- 
sionals and  upstarts  who  want  to  use 
technology  to  bring  prices  down.  Hi 
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. . .  it  s  the  guarantee. 

Comfort  guaranteed  or  you  get  25,000  miles. 

Can  a  seat  be  so  comfortable  that  it  actually  comes  with  a  guarantee?  Certainly,  if  it  is  our  new  business  class 
Cradle  Seat.""  We've  designed  it  with  only  your  comfort  in  mind.  Simply  try  our  patented  Cradle  Seat  through 

December  31  and  if  for  any  reason  you  feel  it's  not  the  most  comfortable  international  business  class  seat, 
simply  write  us  and  tell  us  why  and  we'll  give  you  25,000  Executive  Club*  miles;  enough  for  an  economy  class 
round-trip  ticket  anywhere  in  the  continental  USA  served  by  our  partners,  USAir,  America  West,  Alaska 
Airlines  or  American  Airlines'  Before  you  travel  simply  join  Executive  Club,  our  frequent  flyer  program,  by 
calling  1-800-AIRWAYS.  And  experience  for  yourself  why  only  one  seat  actually  comes  with  a  guarantee. 


 BRITISH  AIRWAYS 

The  worlds  favourite  airline* 

ctory  scat  to:  British  Airways  Executive  Club,  P.O.  Box  1757,  Minneapolis,  MN  55440-1757,  postmarked  no  later  than  Jan.  17.  1997  Only  one  25.(100  mile  bonus  per  member  account  regardless  of  number  of 
nus  miles  not  valid  toward  tier  progression.  Offer  not  available  in  conjunction  with  any  discount  coupon  or  upgrade  and  cannot  be  combined  with  any  other  offer  or  promotion.  Other  terms,  conditions  and 
ins  may  apply.  See  your  British  Airways  Executive  Club  membership  handbook.  C  1996  British  Airways  Pic  *American  Airlines  is  a  registered  trademark  of  American  Airlines,  Inc. 


A  recent  ruling  by  New  York's  highest  court  will  make 
it  even  harder  for  kids  to  know  their  divorced  parents. 

Absent  fathers 


By  Stewart  Pinkerton 

John  Tropea  is  an  auto  parts  manu- 
facturer's rep  who  lives  in  Syracuse, 
N.Y.  His  sons,  Kyle,  8,  and  Brandon, 
10,  now  live  some  150  miles  away,  in 
Schenectady,  N.Y.,  with  their  moth- 
er, who  has  remarried.  To  see  their 
father,  both  sets  of  grandparents  and 
their  cousins,  the  chil- 
dren  spend  much  of 
their  weekends  in  transit. 
"They  had  to  quit  the 
football  team  this  fall," 
says  Tropea,  who  fought 
to  keep  them  in  Syracuse 
but  lost. 

Divorce  is  never  easy 
on  children.  But  new 
rulings  from  the  influen- 
tial New  York  State 
Court  of  Appeals,  the 
state's  highest,  will  prob- 
ably make  it  harder  for 
children  of  divorced  par- 
ents to  know  one  of  their 
natural  parents,  in  most 
cases  their  father. 

The  issue  before  the 
New  York  court  in 
Tropea  v.  Tropea  cen- 
tered on  the  basic  ques- 
tion of  whether  a  custo- 
dial parent  (usually  the 
natural  mother)  has  the 
right  to  move  to  another 
city  and  take  the  children  along. 
Under  an  old  line  of  cases,  in  New 
York  State  the  answer  was  often 
"no,"  on  the  theory  that  children 
benefit  more  when  regularly  exposed 
to  both  natural  parents  and  should 
not  be  uprooted  without  very  good 
cause.  Only  a  finding  of  "exceptional 
circumstances"  could  defeat  the  pre- 
sumption that  a  move  wasn't  in  the 
children's  best  interests  if  it  was  going 
to  create  a  significant  disruption  in 
the  noncustodial  parent's  access  to  his 
or  her  offspring. 

"Exceptional"  often  meant  a  com- 
bination of  "economic  necessity"  and 


the  desire  to  get  a  fresh  start.  Just 
wanting  to  marry  someone  out  of 
town  wouldn't  necessarily  do  it.  In 
those  cases  the  courts  would  some- 
times award  custody  to  the  parent 
who  wanted  to  stay  put  in  familiar 
surroundings — and  let  the  other 


parent  move  on  to  start  his  or  her 
new  life. 

This  all  changed  in  March.  In 
Tropea  v.  Tropea  and  a  companion 
decision,  the  Court  of  Appeals  threw 
out  all  the  old  relocation  guidelines. 
Rather  than  assume  that  the  chil- 
dren's interests  are  best  served  if  they 
remain  close  to  where  their  roots  are, 
the  judges  said  the  primary  emphasis 
would  now  be  on  a  more  subjective 
definition  of  what  would  "best  serve 
the  interests  of  the  children" — with 
the  courts  bravely  determining  what 
those  best  interests  are.  No  more 
clear-cut  burdens  of  proof  placed  on 


the  custodial  parent  who  wants  to 
leave  the  area,  no  presumptions  that 
the  kids  should  stay  put. 

Says  Susan  Frunzi,  a  partner  at 
New  York's  Schulte  Roth  &  Zabel 
who  has  represented  both  sides  in 
relocation  disputes:  "The  problem 
now  is  that  it's  just  a  free-for-all. 
There's  no  threshold  that  you  have  to 
reach  in  order  to  get  to  the  best- 
interests  standard." 

In  a  companion  case,  Browner  v. 
Kenward,  the  court  approved  a  130- 
mile  move  from  Purchase,  N.Y.  to 
Pittsfield,  Mass.  for  a  mother  and  her 
9-year-old  son.  The  mother  said  she 
wanted  to  be  close  to  her  parents, 
who  were  moving  to  Pittsfield,  and 

  she  had  a  job  offer  there. 

The  boy  must  now  travel 
two  weekends  a  month 
to  see  his  father,  Andrew 
Kenward,  an  accountant. 
"He  gets  in  at  8  p.m. 
Friday  night  after  a 
three-hour  trip,"  com- 
plains Kenward.  "We 
barely  get  reconnected 
before  he  has  to  leave  on 
Sunday." 

The  New  York  deci- 
sions may  herald  a  subtle 
shift  in  matrimonial  law. 
Sondra  Miller,  the  presid- 
ing judge  on  the  Brown- 
er v.  Kenward  case  at  the 
Appellate  Division  level, 
wrote  in  a  1995  Pace 
University  Law  Review 
article  that  under  the  old 
laws,  New  York  courts 
paid  too  much  attention 
to  the  visitation  rights  of 
the  noncustodial  parent. 
She  strongly  implied  that 
noncustodial  parents  should  get  short 
shrift. 

Lawyer  Frunzi  says  lawyers  in  other 
states  will  likely  start  citing  the 
Tropea  and  Browner  cases  in  order  to 
change  standards  in  their  states. 
"Lots  of  courts  give  great  weight  to 
what  happens  in  New  York,  which 
previously  was  on  the  tough  side  of 
this  issue,"  she  says.  In  short,  if 
you're  divorced  or  thinking  of  get- 
ting divorced  and  you  are  not  the 
custodial  parent,  you  may  spend  a  lot 
less  time  with  your  children  than  you 
might  have  thought.  Unless,  of 
course,  you  want  to  move,  too.  ■■ 
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On  January  1, 1997 
The  Next  Century  Begins. 


We  seem  to  be  a  little  ahead.  But  then  we  always 
have  been. 

Twentieth  Century  Mutual  Funds  and  The  Benham 
Group  are  well-known  as  forward  thinkers. 

Now  we  have  combined  our  investment  strengths 
into  something  new  and  more. 

Starting  January  1,  there  will  be  something  bigger 
and  better  than  the  both  of  us.  We  believe  it  will  put 
you  even  farther  ahead. 

American  Century.  Investing  in  your  future. 


American 
Century 


'.americancentury.com 


Because  what  they  sell  is  such  a  good  investment,  colleges  have  gotten 
away  with  obscene  price  increases.  Not  much  longer. 

duconom 


By  Susan  Lee  and  Daniel  Roth 


They've  done  it  again.  Colleges  and  universi- 
ties ramped  up  tuition  for  this  academic  year  by 
almost  double  the  rate  of  inflation.  Four  years 
of  room,  board  and  tuition  at  a  decent  private 
liberal  arts  college  now  costs  about  $100,000. 

But  hold  the  outrage.  The  overall  figure  is 
hiding  some  amazing  countertrends — dozens 
and  dozens  of  schools  actually  cut  tuition  this 
year.  Yep,  the  market  for  higher  education  is 
beginning  to  show  signs  of  competition. 

"Students  and  parents  are  confronted  with  a 
huge  variety  of  choices,"  says  Gordon  Davies, 
director  of  the  Council  of  Higher  Education  for 
Virginia.  "They  are  shopping  around  for  the 
best  deals.  And  it's  going  to  become  even  more 
competitive." 
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Look  at  what's  happening  at  North  Carolina 
Wesleyan  in  Rocky  Mount.  Potential  students 
were  shunning  this  private  liberal  arts  college  to 
attend  cheaper  neighboring  public  colleges.  "A 
lot  of  folks  wonder  if  a  small  private  college  is 
worth  the  investment,"  says  President  John 
White.  "Why  shouldn't  a  parent  send  his  or  her 
kid  to  Virginia  Commonwealth  or  East  Caroli- 
na University  if  it's  cheaper?" 

And — with  the  cost  of  higher  education 
already  a  nightmare  for  middle-class  families — 
why  not,  indeed? 

So  this  year  North  Carolina  Wesleyan  cut 
tuition  for  incoming  students  23%  and  froze 
payments  for  returning  students.  Now,  with 
tuition  at  $6,600  a  year,  Wesleyan  is  within 
about  $2,000  of  its  public  school  competitors. 
(And  the  new,  lower  tariff  bounced  up  enroll- 
ment by  40  students.) 

North  Carolina  Wesleyan  is  not  alone. 
Among  the  price-cutters  are  the  University  of 
Rochester  in  New  York  State,  Pine  Manor  Col- 
lege in  Chestnut  Hill,  Mass.,  Waldorf  College 
in  Forest  City,  Iowa  and  Muskingum  College  in 
New  Concord,  Ohio. 

Some  schools,  like  Bennington  College  in 
Vermont,  have  frozen  tuition,  while  others,  like 
prestigious  Rice  University  in  Houston,  have 
limited  increases  to  the  rate  of  inflation  for  con- 
tinuing students. 

While  a  lot  of  the  cutting  comes  from  the 
generally  pricier  private  schools,  some  state 
schools  have  also  gotten  into  the  spirit.  Tuition 
at  public  colleges  and  universities  is,  of  course, 
politically  negotiated.  Here,  the  downdraft  in 
charges  is  the  result  of  public  pressure  on  state 
legislatures. 

Massachusetts  lowered  tuition  by  5%  this  year 
for  its  24  schools;  Virginia  froze  tuition  at  39 
schools  through  1998;  and  all  23  California 
state  schools  are  holding  payments  at  1994-95 
levels.  Other  public  institutions,  like  those  in 
the  states  of  Michigan,  Washington  and  Penn- 
sylvania, have  limited  increases  to  close  to  the 
rate  of  inflation. 
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Also  notable,  a  few  private  and  public 
schools,  such  as  Arizona's  three  state  universi- 
ties, have  started  to  reduce  the  cost  of  getting 
a  degree  indirectly  by  reducing  the  length  of 
time  it  takes  to  get  one.  Bates  College  in  Lewis- 
ton,  Me.  and  the  State  University  of  New  York 
at  Brockport  have  started  three-year  degree 
programs.  Cutting  a  year  off  degree  time  means 
both  a  smaller  tuition  bill  and  earlier  entry  into 
the  work  force. 

Few  things  grow  at  high  compound  rates  for 
very  long  periods  of  time.  Medical  care  costs 
seemed  to  be  an  exception,  growing  at  rough- 
ly twice  the  rate  of  inflation  throughout  the 
1970s  and  1980s  and  into  the  early  1990s.  But 
just  when  people  figured  there  was  no  slowing 
medical  costs,  in  the  last  few  years  the  darned 
thing  suddenly  ceased  defying  gravity. 

A  bit  later,  but  just  as  inevitably,  the  same 
thing  is  happening  with  college  education.  Par- 


ents who  have  been  paralyzed  by  sticker  shock 
in  the  past  are  finally  responding  the  way  any 
strapped  consumer  would — they  are  searching 
out  lower-cost  alternatives.  And  colleges  are 
responding  to  this  resistance  the  way  any  busi- 
ness would — they  are  lowering  prices  and 
searching  for  ways  to  increase  their  employees' 
productivity. 

These  price  breaks  are  coming  after  1 5  years 
of  sharply  rising  tuition  costs.  According  to  a 
GAO  report,  at  public  four-year  colleges  and 
universities,  which  enroll  about  two-thirds  of  all 
college  students,  tuition  rose  an  astonishing 
256%  from  1980  to  1996,  despite  the  fact  that 
the  Consumer  Price  Index  logged  only  a  79% 
increase  during  the  same  period.  At  private 
schools  the  runup  from  1980  to  1995  was 
219%.  If  costs  continue  to  grow  at  past  rates, 
then  parents  having  a  child  this  year  could 
expect  to  pay  about  $90,000  per  year  in 
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The  other  is  information.  Because  no  plane  would 
ever  leave  the  hangar  without  it.  And  helping  clients  man- 
age information-not  just  process  it-is  what  Unisys  does 
best.  That's  why  Unisys  is  the  choice  of  the  world's  most 
intensive  users  of  information-including  16  of  the  top  25 


airlines.  Airlines  using  our  systems  ship  over  one-third  of 
the  world's  air  cargo.  And  our  consultants  help  people  with 
everything  from  designing  customer  loyalty  programs  to 
integrating  global  databases.  It's  all  part  of  information 
management-our  way  of  helping  you  use  information  as 


an  asset  to  gain  competitive  advantage.  Call  for  details 
and  learn  what  clients  like  Delta  Air  Lines,  SAS  and 
Cathay  Pacific  Airlines  learned.  When  it  takes  information 
to  run  your  business,  it  takes  Unisys  to  help  you  run  it  better. 

http://www.unisys.com  or  1-800-874-8647.  ext.  222 
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When  information  is  everything. 
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Strapped  parents  are  weighing  the  option 

of  lower-cost  schools.  Yep— competition  is  finally 

coming  to  the  market  in  higher  education. 

tuition,  room  and  board  to  send  him  or  her  to 
a  private  college. 

Why  were  colleges  and  universities  able  to 
exercise  what  business  people  call  pricing  power 
at  a  time  when  businesses  were  finding  it  pro- 
gressively harder  to  pass  cost  increases  on  to 
their  customers? 

In  economic  terms  the  answer  is  that  higher 
education  has  been  such  a  good  investment.  By 
all  measures,  and  even  after  factoring  in  the 
compounding  costs,  a  college  degree  pays  off. 
In  round  numbers,  a  college  diploma  earns  an 
annual  return — after  accounting  for  inflation — 


of  13%  to  14%  on  its  cost.  That  beats  the  long- 
run  returns  on  stocks.  It  swamps  the  returns  on 
bonds.  It  explains  why  your  kid  probably 
wouldn't  be  better  off  if  she  or  he  invested  the 
college  money  and  went  directly  to  work  after 
high  school. 

(Technical  note:  Returns  are  figured  by  com- 
paring the  present  value  of  a  college  graduate's 
expected  lifetime  earnings  to  the  present  value 
of  a  high  school  graduate's  earnings.  The  dif- 
ference between  them  is  then  cast  against  the 
present  value  of  all  the  costs  involved  in  getting 
a  degree,  including  income  not  earned  by  going 
to  college.  This  result  is  the  return  on  the  col- 
lege degree's  cost.  As  W.  Lee  Hansen,  profes- 
sor emeritus  of  economics  at  the  University  of 
Wisconsin  at  Madison,  explains:  "The  return  is 
a  rough  equivalent  of  the  inverse  of  a 
price/earnings  ratio."  In  other  words,  the 
potential  yield  from  investing  in  a  college  edu- 
cation is  akin  to  buying  stocks  when  the  market 
is  trading  at  around  7.5  times  earnings.) 

As  you  would  expect  in  an  economy  that  has 
shifted  rapidly  toward  depending  more  heavily 
on  brainpower  than  on  brawn,  the  return  on  a 
college  degree  is  nearly  at  a  record  high.  After 
slipping  to  single  digits  in  the  1970s,  returns  on 
a  college  degree  started  going  back  up  in  the 
early  1980s. 

Kevin  Murphy,  economics  professor  at  the 
University  of  Chicago,  found  that  in  1980  a 
college  graduate  earned  about  43%  more  an 
hour  than  a  worker  with  only  a  high  school 
diploma.  By  1994  that  earnings  advantage  had 
ballooned  to  73%.  "The  premium  attached  to  a 
college  degree  may  be  as  high  as  75%  to  80% 
now,"  says  Murphy. 

For  women  the  earnings  reward  is  even  more 
dramatic.  According  to  U.S.  Department  of 
Education  figures,  college  women  earned  99% 
more  than  their  high  school  counterparts. 


The  long,  painful  climb 
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Increase  in  tuition  and  fees  at  state  schools  (school  years  beginning  fall  1980  through  fall  1995). 
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End  in  sight? 
College  costs 
have  climbed 
faster  than  the 
costs  of  other 
consumer  goods. 
Tuition  now  takes 
up  twice  as  much 
of  a  household's 
income  as  it  did 
in  1980.  The  pub- 
lic is  starting 
to  rebel. 


Note:  Median  household  income  figures  are  for  calendar  years.  Figures  for  1995  are  not  available. 


Source:  General  Accounting  Office. 
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Reversing  the  trend . . . 


'94-'95 

 Tuition  

'Qfi  'Q7 

/©  LNdNgc 

Pine  Manor  College,  Massachusetts* 

— 

$15,650 

$10,000 

-36.10% 

Muskingum  College,  Ohio 

— 

13,850 

9,850 

-28.88 

University  of  Rochester,  New  York* 

$17,840 

13,730 

-28.03 

North  Carolina  Wesleyan 

8,600 

6,600 

-23.26 

College  of  New  Rochelle,  New  York 

12,200 

11,000 

-9.84 

Waldorf  College,  Iowa 

10,355 

9,450 

-8.74 

University  of  Massachusetts  schools  (average) 

2,040 

1,938 

-5.00 

Massachusetts  state  colleges  (average) 

1,420 

1,350 

-4.93 

*For  in-state  students  only. 

Sources:  Forbes;  National  Association  of  Independent  Colleges  &  Universities. 


Even  at  the  most  primitive  level — employ- 
ment— people  who  hold  a  college  degree  are 
better  off.  Rates  of  unemployment  are  three 
times  higher  for  25-to-29-year-olds  with  only  a 
high  school  diploma  than  for  those  with  a  col- 
lege education. 

What's  the  magic?  When  he  dropped  out  of 
Harvard,  Bill  Gates  showed  that  lack  of  a  sheep- 
skin is  no  handicap  for  a  smart  and  determined 
entrepreneur.  By  the  same  token,  among  Forbes' 
200  Best  Small  Companies,  one  in  five  has  a  chief 
executive  who  didn't  graduate  from  college. 

But  whatever  the  exceptional  cases,  the  fact 
is  that  on  average  college  graduates  do  earn 
more  and  nongraduates  are  more  likely  to  end 
up  in  dead-end  jobs.  There  aren't  many  parents 
willing  to  gamble  their  children's  future  on  Bill 
Gates'  example.  Statistics  say  that  a  college  edu- 
cation, no  matter  how  costly,  is  a  splendid 
investment.  Even  more  when  you  think  of  col- 
lege as  a  meeting  place  for  future  mates. 

Not  to  put  too  fine  a  point  on  it,  but  the 
demand  for  places  in  the  top  25  schools  is  so 
strong  that  many  feel  the  proper  question  is: 
Why  is  tuition  so  low?  These  colleges  have  an 
enormous  excess  supply  of  students  who  not 
only  can  pay  current  charges,  but  also  would 
cheerfully  pay  even  more  for  a  ritzy  degree. 
Tuition  at  elite  schools  would  have  to  rise  a  lot 
more  before  a  market-clearing  price  is  reached. 

All  this  helps  explain  why  a  college  education 
has  become  so  costly.  Nevertheless,  market 
forces  have  finally  started  to  assert  themselves. 
Why  now?  The  answers  lie  in  the  weird  financ- 
ing structure  of  higher  education. 

First,  the  purchase  of  a  higher  degree 
involves  an  intergenerational  transfer.  While  it 
is  true  that  children  reap  a  high  return,  and 
often  bear  some  of  the  burden  in  the  form  of 
student  loans,  which  must  be  serviced,  it  is  their 
parents  who  normally  bear  the  brunt  of  the 
investment.  This  financial  burden,  both  in 
terms  of  absolute  dollars  and  as  a  share  of  family 
budgets,  has  reached  the  breaking  point. 

The  higher  education  issue  is  identical  to  the 


...  or  freezing  it 

Tuition 

School 

'96-'97 

Bennington  College,  Vermont* 

$25,800 

Guilford  College,  North  Carolina 

14,180 

West  Coast  University,  California 

10,200 

Virginia  public  colleges  and  universitiest 

4,002 

California  State  University  system! 

1,580 

*  Includes  room,  board  and  fees,  tin-state  tuition. 
Source:  Forbes. 

medical  cost  issue.  The  question  is  no  longer: 
Is  it  a  good  investment?  The  question  is  becom- 
ing: Can  we  really  afford  it? 

From  1980  to  1995,  as  tuition  costs  were 
streaking  out  of  sight,  median  household 
income  rose  only  82%.  For  public  colleges, 
tuition  has  risen  almost  three  times  more  than 
household  income.  Tuition  at  private  colleges 
and  universities  now  takes  almost  twice  the  pro- 
portion of  household  income  it  did  in  1980. 
No  wonder  the  middle  class  is  screaming: 
"Enough!" 

As  Peter  Likins,  president  of  Lehigh  Univer- 
sity in  Bethlehem,  Pa.,  puts  it:  "Families  realize 
that  this  is  a  good  investment,  but  they  don't 
have  the  money  up  front.  Median  family 
income  is  not  growing  fast  enough  to  sustain 
the  tuition  hikes."  (Lehigh  has  been  reducing 
the  growth  rate  of  its  tuition  over  the  past  two 
years,  with  an  eye  to  keeping  it  within  the  rate 
of  inflation.) 

In  Virginia,  for  example,  tuition  as  a  percent 
of  per  capita  income  went  from  13%  between 
1969  and  1989  to  18%  from  1991  to  1994. 
"We  were  losing  touch  with  the  ability  of  Vir- 
ginians to  pay  for  college  tuition,"  says 
Gordon  Davies. 

With  the  continued  deterioration  of  public 
elementary  and  secondary  education,  more  and 
more  parents  sacrifice  to  send  their  kids  to  pri- 
vate schools.  By  the  time  the  kids  are  ready  to 
go  to  college,  the  family  exchequer  is  looking 
pretty  empty — especially  if  the  kids'  grandpar- 


Cut  or  be  killed. 
It's  not  enough 
just  to  slow 
tuition  increases. 
By  slashing 
tuition  dramat- 
ically, or  lowering 
it  through 
freezes,  schools 
are  responding  to 
price  resistance. 
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I  he  other  is  information.  Because  no  bank 
moves  a  single  dime  without  it.  And  helping  clients 
manage  information— not  just  process  it— is  what 
Unisys  does  best.  That's  why  Unisys  is  the  choice  of  the 
world's  most  intensive  users  of  information— including 


41  of  the  top  50  banks.  Our  solutions  help  clients  with 
everything  from  stopping  check  forgeries  to  integrating 
global  networks.  And  our  consultants  help  businesses 
uncover  revenue  potential  hiding  in  customer  data.  It's  all 
part  of  information  management— our  way  of  helping  you 


use  information  as  an  asset  to  gain  competitive  advantage. 
Call  for  details  and  learn  what  clients  like  Union  Bank 
of  Switzerland  learned.  When  it  takes  information  to  run 
your  business,  it  takes  Unisys  to  help  you  run  it  better. 
http://www.unisys.com  or  1-800-874-8647.  ext.  222 
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ents  suddenly  need  looking  after. 

Second,  and  probably  just  as  important,  the 
growing  cross-subsidization  among  students  is 
beginning  to  annoy  parent  investors.  The 
.spread  of  racial  and  gender  quotas  means  that  a 
larger  portion  of  the  student  body  must  be  sub- 
sit  I  zed  to  meet  the  diversity  goals.  Schools,  in 
turn,  are  finding  that  money  by  intensifying 
their  price  discrimination — charging  more  to 
those  who  can  afford  it,  and  using  the  surplus 
to  pay  for  those  who  cannot. 

This  kind  of  price  discrimination,  by  the  way, 
is  perfecdy  rational;  enterprises  from  airlines  to 
museums  do  it.  It's  a  way  of  maximizing  rev- 
enue by  catering  to  different  demand  elastici- 
ties— charging  different  prices  to  customers 
who  have  different  budgets  and  priorities. 

But  however  rational  it  is  for  schools,  die  prac- 
tice strikes  parents  whose  kids  receive  little  or  no 
financial  aid  as  unfair  and  discriminatory.  They 
are  being  asked  to  make  an  investment  in  the 
children  of  others,  and  at  a  time  when  the  cost 
of  the  investment  is  painfully  high.  "Parents  of 
full-freight  [paying]  students  are  becoming 
aware  that  half  the  students  are  receiving  subsi- 
dies," says  David  Breneman,  dean  of  education 
at  the  University  of  Virginia  in  Charlottesville. 


"The  premium  attached  to  a  college  degree  may 
be  as  high  as  75%  to  80%,"  says  Kevin  Murphy, 
economics  professor  at  the  University  of  Chicago. 


"These  parents  are  increasingly  rebellious." 

Many  educators  are  seeking  to  quash  the 
rebellion  by  making  concessions  to  the  rebels. 

Why  haven't  prices  fallen  further?  And  faster? 

The  pressure  on  schools  to  reduce  tuition  is 
being  met  with  a  powerful  opposing  force — raw 
need.  Colleges  and  universities,  public  and  pri- 
vate, have  become  increasingly  dependent  on 
tuition  as  a  source  of  funds  while  state  and  fed- 
eral aid,  as  a  percentage  of  revenue,  has 
declined.  For  public  schools,  government  aid 
per  full-time  student  has  shrunk  from  66%  of 
revenue  in  1978  to  51%  in  1993,  while  tuition 
climbed  from  16%  of  revenue  to  almost  24%  in 
that  same  period. 

Meanwhile,  costs  per  full-time  student  have 
been  shooting  up  faster  than  the  rate  of  infla- 
tion for  the  past  two  decades.  The  main  engines 
of  these  costs  have  been  faculty  salaries  and 
administration. 

Some  of  the  burgeoning  expenditures  are 
driven  by  increases  in  the  costs  of  complying 
with  federal  regulations,  such  as  the  hazardous 
waste  disposal  laws,  title  IX  of  the  Education 
Amendments  of  1972  (which  prohibits  dis- 
crimination on  the  basis  of  sex,  including  colle- 
giate sports  for  women)  and  the  Americans 
with  Disabilities  Act  of  1990. 

Also,  the  diversity  commitment  has  acceler- 
ated the  cost  of  recruiting  students,  counseling 
them,  providing  remedial  help  and  expanding 
financial  aid  programs.  (There  are  more  than 
700  regulations  governing  student  aid  pro- 
grams alone.) 

These  are  the  sorts  of  expenditures  that  are 
difficult  to  keep  in  hand. 

The  good  news  is  that  faculty  salaries  are 
pretty  much  under  control.  The  mega-increas- 
es of  the  1980s  had  flattened  out  by  1990,  and 
salaries  have  been  relatively  stable  since.  More- 
over, colleges  are  discovering  that  they  can 
wring  productivity  increases  from  instruction. 
(See  box,  opposite.)  A  decade  later  than  industry 
did  it,  and  much  more  timidly,  educators  are 
starting  a  certain  amount  of  downsizing  and 
reengineering. 

So  what  can  parents  expect  as  they  seek  ways 
to  finance  this  high-return  investment?  Not 
total  relief,  but  some  easing  of  the  pressures. 
The  most  significant  price  slashing  will  come 
from  lesser-known  private  colleges  and  univer- 
sities that  are  in  direct  competition  with  the 
vastly  cheaper  state  schools.  (Don't  count  on 
the  brand  names  to  follow  suit,  however; 
tuition  cuts  for  the  top  tier  will  be  decorous — 
if  at  all.) 

Generally  speaking,  college  cost  increases 
should  slow  to  the  inflation  rate  over  the  next 
decade.  The  winds  of  competition  are  howling, 
and  not  even  those  sturdy  old  redbrick  build- 
ings will  be  able  to  keep  out  die  chill.  HI 
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State  schools  plan  to 


Increase  instructional  workload 


The  new  sweatshops? 

College  administrators  are  forcing  professors 
and  instructors  to  boost  their  productivity. 


"A  badge 
of  honor" 

The  new  competitiveness 
in  higher  education  has 
teachers  muttering  about 
sweatshops.  The  once- 
cushy  life  of  academia  is 
being  squeezed  for  pro- 
ductivity gains. 

There  are  few  other 
places  to  squeeze.  Faculty 
costs  still  take  the  biggest 
chunk  out  of  schools' 
budgets.  In  1993  more 
than  30%  of  private  school 
expenditures  and  40%  of 
public  school  expenditures 
were  funneled  to  instruc- 
tion. Administrators  who 
have  already  tried  line- 
item  cutting  are  now 
eyeing  instruction's  once- 
sacred  budgets.  And  those 
schools  that  aren't  cutting 
faculty  funding  are  boost- 
ing their  instructors' 
workloads. 

Take  the  New  School 
for  Social  Research,  a 
medium-size  university  in 
New  York  City  that  caters 
to  adult  students.  As  a  way 
to  boost  revenue,  the 
school  started  a  distance 
learning  program  in  1994, 
offering  classes  over  the 
Internet.  Since  it  started, 
1,500  students  from  17 
countries  have  paid  full 
tuition  ($400  per  non- 
credit  course;  $1,500  per 
for-credit  course)  to 
"attend"  the  virtual 
school.  And  this  year  the 
school  matriculated  its 
first  class  of  students  that 
takes  all  its  courses  over 
the  Internet.  The  school 
should  turn  an  operating 
profit  on  the  system  this 
academic  year. 

Who  teaches  the  classes? 
The  same  professors  who 
teach  a  full  load  during 
the  regular  school  year.  At 
the  beginning  the  school 
paid  the  faculty  extra  to 
learn  how  to  teach  over 
the  Internet.  Now  the  fac- 


ulty— ahem — volunteer  to 
take  the  training  and  teach 
the  eight- week  courses. 

States  like  Massachu- 
setts, Virginia,  North  Car- 
olina and  California  have 
also  set  up  interactive  dis- 
tance learning  programs 
through  which  students 
can  participate  in  classes 
beamed  to  them  from 
other  parts  of  the  state. 
The  idea  is  to  pick  the 
best  teachers  a  school 
already  has  and  make 
them  available  to  all  the 
students  in  the  state,  not 
just  to  those  in  physical 
proximity.  At  the  same 
time  the  teachers'  salaries 
get  spread  over  a  far 
greater  number  of  stu- 
dents. "Our  assets  are 
human  capital,"  says  Barry 
Munitz,  chancellor  of  the 
California  State  University 
system.  "We  should  be 
using  them  on  TV,  on 
computers,  at  night  and  in 
different  class  sizes.  We've 
been  way  behind  the 
curve  of  both  business  and 
government." 

Schools  like  Pennsylva- 
nia's Lehigh  University, 
which  has  been  trying  to 
bring  its  tuition  hikes  in 
line  with  the  Consumer 
Price  Index,  are  forcing 
faculty  to  be  responsible 
for  more  students. 

Lehigh's  student-to-fac- 
ulty ratio  has  been  climb- 
ing since  the  early  Nineties, 
to  today's  14-to-l.  To  deal 
with  the  increase,  Lehigh  is 
asking  professors  to  spend 
less  time  on  individual 
research  and  more  time 
with  students. 

Look  for  more  experi- 
ments aimed  at  reducing 
cost  without  cutting  quali- 
ty. A  longer  school  year  is 
one  possibility. 

Another  possibility  is 
the  elimination  of  once 
esteemed  programs  no 
longer  in  demand.  St. 
Bonaventure's,  a  private 


university  near  Buffalo, 
N.Y.,  has  gone  far  in  this 
direction.  In  the  early 
Nineties  the  Franciscan 
school  got  caught  by  an 
enrollment  shortfall  that 
left  it  running  deficits  of 
$9  million  over  three 
years.  The  school  tried 
cutting  administrative  and 
support  staff,  but  the 
deficits  continued.  So  in 
1994  the  trustees  brought 
in  a  new  president,  Robert 
Wickenheiser,  with  the 
mandate  to  fix  the  school 
before  it  went  under. 

About  90%  of  St. 
Bonaventure's  instructors 
were  tenured,  many  in  dis- 
ciplines abandoned  by  stu- 
dents. "It  didn't  take  a 
genius  to  realize  where 
the  cuts  had  to  be  made," 
Wickenheiser  says. 

The  new  president 
moved  into  a  dorm  room 
and  started  poring  over 
the  books  and  meeting 
with  faculty.  Six  months 
later  he  declared  the  aca- 
demic equivalent  of  Chap- 


ter 11,  called  "financial 
exigency,"  and  started 
chopping  tenured  faculty. 
The  American  Association 
of  University  Professors 
allows  colleges  to  fire 
tenured  professors  as  long 
as  there  is  an  imminent 
crisis.  Wickenheiser  says 
he  had  one.  The  aaup, 
which  put  the  school  on 
its  censure  list  this  year, 
disagrees.  Says  Wicken- 
heiser: "Some  consider 
being  censured  by  the 
AAUP  a  badge  of  honor." 

In  the  end  Wickenheiser 
saved  $8  million,  half 
from  faculty  cuts.  Twenty- 
three  instructors  left  vol- 
untarily, 22  were  axed — 
18  of  whom  were  tenured. 
Three  majors  were  elimi- 
nated, including  theolo- 
gy— this  at  a  Catholic  col- 
lege. Faculty  costs 
dropped  from  50%  of 
tuition  revenue  to  35%, 
and  Wickenheiser  bal- 
anced his  budget. 

Competition  101. 

-S.L.  and  D.R.  H 
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I  he  other  is  information.  Because  no  trade  would 
ever  be  made  without  it.  And  helping  clients  manage 
information— not  just  process  it— is  what  Unisys  does 
best.  That's  why  Unisys  solutions  are  trusted  for  the  most 
demanding  jobs— like  trading  over  800  million  shares  in  a 


single  day.  Unisys  systems  support  500  transactions  a  sec 
ond,  transmitting  details  to  over  3.000  workstations.  Anc 
Unisys  is  behind  everything  from  managing  a  quotatior 
database  to  maintaining  the  world's  first  "electronic  tradinc 
floor."  It's  all  part  of  information  management— our  way  o 


helping  you  use  information  as  an  asset  to  gain  competitive 
advantage.  Call  for  details  and  learn  what  clients  like  The 
Nasdaq  Stock  Market  learned.  When  it  takes  information  to 
run  your  business,  it  takes  Unisys  to  help  you  run  it  better. 

http://www.unisys.com  or  1-800-874-8647.  ext.  222 


UMSYS 

When  information  is  everything. 


Ur  &  UUMtHS 

EDITED  DY  NINA  MUNK 


Greg  Mackie's  rapid  rise  has  come  to  an  end.  His  story  is  an  apt  warning  for  al 
up  and  comers:  Sleeping  giants  usually  wake  up. 

Trample?,  tramplee 


By  Robert  La  Franco 


Greg  Mackie  holding  the  first  mixing  board  he  ever  made 

He  built  a  great  business.  But  new  a  question  mark  hangs  over  his  future. 


Five  years  ago  Hollywood  compos- 
er Frank  Serafine  was  developing  a 
film  and  TV  recording  business.  He 
needed  a  few  small  acoustic  machines 
to  mix  and  edit  the  music,  voices  and 
special  effects  that  make  up  a  sound 
track.  Big  music  equipment  makers 
like  Yamaha  and  Harman  Interna- 
tional all  made  these  so-called  audio 
mixing  boards,  but  the  price  of  their 
boards  was  over  $1,500 — high,  rela- 


tive to  the  quality  of  the  sound  they 
produced.  Top-of-the-line  mixing 
equipment  went  for  six  figures. 

Serafine  could  not  afford  to  fill  his 
studio  with  the  best  equipment,  nor 
could  he  afford  to  risk  his  business  on 
the  poor-quality  mixing  gear  that 
would  have  fit  his  budget.  Fortunate- 
ly he  stumbled  across  Mackie 
Designs.  Based  in  Woodinville, 
Wash.,  northeast  of  Seattle,  Mackie 


built  mixing  boards  that 
sounded  like  the  best 
boards,  yet  were  priced  at 
just  $1,100.  "They  were 
so  cheap  I  bought  nine  of 
them,"  Serafine  recalls. 

He  wasn't  alone. 
Fueled  by  the  enthusiasm 
of  cash-strapped  musi- 
cians, gadget-happy  hob- 
byists and  professional 
sound  engineers,  Mackie 
has  leapfrogged  competi- 
tors to  command  a  lead- 
ing share  of  the  $750  mil- 
lion worldwide  market  for 
music  mixers. 

A  public  company  since 
August  1995,  Mackie 
reported  sales  of  $64  mil- 
lion last  year,  up  from  $4 
million  in  1991.  Net 
profit  was  $9  million,  up 
from  $400,000  in  1991. 
At  its  stock  market  peak, 
the  company  was  worth 
over  $200  million. 

Now,  however,  a  large 
question  mark  hangs  over 
Mackie's  future. 

Founder     Greg  C. 
Mackie,  now  47,  got  the 
company  going  the  way 
countless  other  entrepre- 
neurs  get   started:  by 
catching  big,  established 
companies  asleep  and  then 
jumping  over  them.  In 
the  late  1980s  Mackie,  a 
former  drummer  in  two  Seattle  rock 
bands,  sensed  a  growing  demand  for 
mixing  equipment  from  local  TV  and 
radio  stations,  home  recording  stu- 
dios, churches,  schools  and  others 
with  tight  budgets. 

To  produce  dirt-cheap  but  high- 
quality  mixers,  Mackie  stripped  down 
the  audio  mixing  board.  This  enabled 
him  to  figure  out  which  features  and 
components  had  to  be  top-of-the-line 
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[  Warning:  Side  effects  include 
acute  feelings  of  euphoria.] 


[Riviera  by  Buick] 


iviera  by  Buick:  No  other  luxury  coupe  provides  such  a  personal  expression  of  power,  confidence  and  control.  With  its  head-turning  design  and  supercharged 
40-hp  engine,  Riviera  can  do  wonders  for  your  state  of  mind.  For  all  the  details  of  this  limited-time  lease,  see  your  local  Buick  dealer.  Visit  our  Web  site  at 
ttp://www.buick.com  or  call  1-800-4-RIVIERA  for  personalized  information. 


!399.00  per  month  for  30  months.  $1,995.00  DOWN  PAYMENT.  $2,844  00  due  at  lease  signing  (first  month's  payment  of  $399.00,  plus  $450.00  refundable  security  deposit,  plus  down  payment).  Taxes,  license,  title  fees,  and  insurance  extra. 
MAC  must  approve  lease.  Special  lease  program  available  only  on  a  '97  Buick  Riviera  eguipped  with  option  package  SE,  3800  Series  II  Supercharged  engine,  leather  trimmed  bucket  and  heated  memory  seats,  and  Astroroof  (in  CA,  OR.  WA,  and 
i,  Riviera  equipped  with  option  package  SG  and  Astroroof).  Monthly  payments  total  $1 1 ,970.00.  Payments  may  be  higher  in  Alabama,  Connecticut,  Hawaii,  New  York,  Rhode  Island,  Texas  and  Virginia  Option  to  buy  at  lease  end  for  price 
stermined  at  lease  signing.  Mileage  charge  of  $.15  per  mile  over  30,000  miles.  Lessee  pays  for  excess  wear.  You  must  take  retail  delivery  out  of  dealer  stock  by  December  31, 1996.  This  is  a  special  GMAC  lease  program.  See  your 
articipating  dealer  for  qualification  details. 


UP  &  COMERS 


and  which  could  be  replaced  with 
cheaper  components  or  not  replaced 
at  all.  For  example,  Mackie's  mixers 
included  microphone  inputs  on  6  of 
their  channels,  rather  than  all  16,  and 
also  eliminated  the  more  common 
multiple  circuit  board  design  in  favor 
of  a  cheaper  one-board  design. 

The  result  of  this  tinkering  was  a 
mixing  board  that  cost  much  less  and 
sounded  much  better  than  similar 


Yamaha  woke  up  about  three  years 
ago,  pulled  up  its  pants  and  is  now 
promoting  a  line  of  digital  mixers, 
some  for  less  than  $2,000.  Yamaha's 
new  ad  campaign  is  a  sharp,  humor- 
ous departure  from  its  traditional 
ads — and  a  direct  attack  on  Mackie. 

Competitors  Peavey  and  Harman 
are  back  in  the  game  with  snappy  ad 
campaigns  promoting  their  own  new 
products,  which  are  similar  in  price 


One  of  Mackie's  young  workers  testing  boards  at  the  production  plant 

A  musician-friendly  attitude  has  helped  to  sell  boards,  but  the  big  guys  have  caught 


models  from  big  competitors. 
Mackie's  timing,  too,  was  sublime. 
Thanks  to  advances  in  microchips 
and  recording  technology  that  made 
it  cheaper  to  make  quality  sound 
tracks  outside  a  professional  studio, 
the  home-studio  market  took  off. 
Mackie's  bargain  boards  became  a 
standard. 

"Mackie  caught  everyone  with 
their  pants  down,"  admits  James 
Presley,  marketing  manager  of 
Yamaha's  Pro  Audio  division.  "Their 
marketing  was  brilliant." 

The  problem  for  Mackie — and  for 
upstarts  in  many  different  business- 
es— is  this:  When  you  perform  well, 
you're  basically  putting  an  alarm 
clock  next  to  a  slumbering  competi- 
tor's ear. 


and  quality  to  Mackie's.  Sam  Ash,  an 
East  Coast  dealer,  has  also  put  out  a 
line  of  mixers  to  compete  with 
Mackie's.  And  Behringer,  a  German 
manufacturer,  is  attacking  with 
cheaper  knockoffs  made  in  China.  All 
this  when  growth  in  the  market  for 
mixers  seems  to  be  slowing. 

Result:  Mackie's  growth  has 
slowed  from  an  average  of  more  than 
100%  annually  between  1991  and 
1994  to  28%  last  year  and  an  expect- 
ed 21%  this  year.  As  growth  has 
slowed,  operating  margins  have  start- 
ed to  tumble,  from  22%  last  year  to 
an  estimated  15%  this  year.  Mackie 
reported  slightly  higher  inventories  in 
the  third  quarter,  due  in  part  to 
unexpectedly  slower  sales  of  its  larger 
boards.  Mackie  stock  recently  traded 


at  8;  a  year  ago  it  was  at  14/4. 

Things  might  have  been  different. 
Mackie  might  have  used  his  surging 
profits  to  jump  into  the  new  market 
for  all-digital  audio  mixers,  widely 
considered  to  be  the  next-generation 
product.  An  early  push  into  this  busi- 
ness may  well  have  let  Mackie 
increase  his  lead  over  the  pack. 

Earlier  this  year  wide-awake 
Yamaha  added  a  new  all-digital  mixer 
priced  at  $8,700  to  its  mix  of 
current-generation  boards. 
Mackie's  first  fully  digital 
mixer  is  expected  to  sell  for 
about  $10,000  and  won't  be 
out  until  next  year  at  the  earli- 
est, giving  Yamaha  plenty  of 
time  to  secure  a  solid  footing 
in  the  digital  market. 

It's  too  early  to  play  taps  for 
Mackie.  Its  brand  name  still 
draws  business.  At  acoustics 
equipment  dealer  Sam  Ash,  in 
New  York  City,  manager  Scott 
Rubin  reports  that  customer 
interest  is  high  for  Mackie's 
new  product  lines. 

Back  at  headquarters, 
Mackie  is  doing  all  he  can 
think  of  to  protect  the  busi- 
ness. To  cut  costs  and  ensure 
more  control  of  its  products, 
he  has  spent  $5  million  for 
metal  presses  and  paint 
machines  that  will  allow  the 
company  to  do  all  its  own 
manufacturing.  Mackie  is  also 
moving  overseas — foreign 
markets  now  account  for  more 
than  a  third  of  sales.  Last  year 
Mackie  replaced  its  outside  interna- 
tional sales  representatives  with  an 
internal  sales  staff. 

Due  out  later  this  year,  preceding 
the  all-digital  mixers,  is  a  new  line  of 
amplifiers  and  speakers  designed  for 
studio  use.  This  is  Mackie's  first 
attempt  to  expand  beyond  mixers. 
But  there  are  dangers  here,  too: 
These  speaker  and  amplifier  markets 
are  about  one-third  the  size  of  the 
mixer  market  and  arguably  far  more 
competitive,  with  no  sleeping  giants 
in  sight. 

"One  of  the  things  we  do  best," 
says  Greg  Mackie  brightly,  "is  sitting 
down  and  learning  how  humans  use 
these  products."  One  of  the  worst  is 
failing  to  strike  at  big  competitors 
while  the  iron  is  hot.  Wl 
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Your  Reliance  On  Conventional  Workstations 
Is  About  To  Change  Forever. 


distributed 


With  all  due  respect  to  RISC/UNIX-based  systems,  we  think  you'll  find  our  Professional 
Workstation  offers  something  that's  been  sorely  missing  in  proprietary  workstations.  Namely,  freedom. 

To  begin  with,  you'll  have  plenty  of  power  to  run  your  specialized  applications.  This  is  made 
possible  through  a  range  of  cutting-edge  performance  features.  Including  Compaq's  advanced  system 
architecture  which  is  optimized  for  Windows*  NT  and  can  run  up  to  two  Pentium*  Pro  processors.  And 
because  our  workstation  is  based  on  open  systems  standards,  you'll  find  it  will  integrate  easily  into  your 
existing  network.  So  instead  of  having  to  work  within  the  constraints  of  a  proprietary 
system,  you'll  have  the  flexibility  to  accommodate  your  needs,  whatever  they  are.  Of 
course,  with  Distributed  Access,  you'll  also  be  assured  of  a  transparent  connection 
to  all  the  information  you  need  throughout  your  enterprise.  Even  in  RISC/UNIX  environments. 

Another  benefit  is  the  result  of  our  partnerships  with  leading  independent  software  vendors  like 
Microsoft,  SDRC,  Autodesk  and  PTC.  Because  these  solutions  have  been  thoroughly  tested,  you'll  get 
optimum  performance  and  compatibility. 


access 


TRODuciNG  The  Compaq  Professional  Workstation. 


Finally,  our  workstation  provides  a  lower  cost  of  ownership — not  only  through  price :  performance 
but  also  through  Compaq's  industry- leading  management  features 
and  comprehensive  service  and  support  programs.  Including 
hundreds  of  resellers  specially  trained  for  your  market. 

All  said,  the  Compaq  Professional  Workstation  is  unlike 
any  workstation  you've  ever  used  before.  Which,  of  course,  is 
exactly  the  point.  For  more  information  on  Compaq 
workstations  or  Distributed  Access,  visit  us  at 
www.compaq.com  or  call  1-800-318-7774. 


So  what's  under  the  hood?  1-2  200MHz  Pentium"  Pro  processors  with  NT  4.0,  a  256K  cache,  up  to  512MB 
of  ECC  DIMM  memory,  an  Ultra -Wide  SCSI  controller,  and  advanced  2D/3D  graphics  accelerators. 


COMPAQ 

Has   It  Changed  Your   Life  Yet? 
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Broke  a  few  years  ago,  Tilman  Fertitta  is  now 
throwing  parties  for  the  President  of  the  United 
States.  There's  nothing  like  a  hot  stock  market. 

Bill  Clinton's 
fish-house  Mend 


By  Christopher  Palmeri 


On  Sept.  27  Tilman  Fertitta  and  his 
wife,  Paige,  threw  open  their  home  in 
Houston's  posh  Memorial  area.  The 
occasion:  a  splendid  fundraiser  for 
William  Jefferson  Clinton  and  the 
Democratic  National  Committee.  "I 
told  'em,  'Don't  y'all  worry,  I'll  take 
care  of  everything,'  "  drawls  Fertitta, 
and  he  did.  Guests,  500  by  one 
count,  poured  themselves  margaritas 
from  fake  14-foot-tall  cacti  fitted  with 
taps.  Fertitta  flew  actor  Chevy  Chase 
in  on  one  of  his  two  corporate  jets. 

By  the  time  the  last  reveler  had 
limoed  away,  Fertitta  had  channeled 
another  $1.7  million  into  the  Demo- 


Landry's  Seafood  Chairman  Tilman  Fertitta  outside  one  of  his  restaurants  in  Houston 

His  establishments  stand  out,  even  in  strip  centers  crowded  with  places  to  eat. 
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1 hanks  to 
Sprint  Business, 
we're  doing  more 
business  in  skis.': 

—  Hank  Kashiwa,  Olympic  Skier 
Co-founder,  Volant  Skis 


"We  make  state-of-the-art  skis.  But 
the  way  we  sold  them  was  outdated." 

Volant  is  a  young,  fast-growing  company  with 
global  ambitions.  But  their  communications  system 
wasn't  helping  them  realize  their  full  potential. 

"Sprint  came  in  and  showed  us 
which  technology  was  right  for  us." 

Sprint  consultants  did  an  extensive  analysis  of  Volant's 

business.  And  came  up  with  real  solutions  for  them  — 

like  putting  inventory  on-line  for  real-time  access. 

And  videoconferencing  —  to  present  new  products  worldwide. 

"Now  we're  doing  business  a  whole  new  way." 

Today  Volant  is  a  more  nimble,  more  profitable  company.  Because 

Sprint  made  their  communications  as  cutting-edge  as  their  stainless 

steel  skis.  Call  us.  We  can  help  your  business  do  more  business,  too. 


Call  Sprint  Business 

1  800  816  REAL 


www.5prinf.com 


Sprint 


OFFICIAL 
TELECOMMUNICATIONS 
PROVIDER  TO  THE  NFL 


We  help  business  do  more  business 
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crat  war  chest.  He's  only  39. 

The  money  for  Fertitta's  high-level 
hobnobbing  comes  from  his  Hous- 
ton-based Landry's  Seafood  Restau- 
rants Inc.  It's  one  of  the  hottest  com- 
panies in  the  restaurant  industry. 
Fertitta  took  it  public  in  August  of 
1993  when  it  had  just  nine  restau- 
rants. Landry's  is  expected  to  finish 
this  year  with  102  locations  (all  of 


dominate  the  seafood  industry." 

Fertitta  comes  by  this  bombast 
naturally.  His  grandfather,  Victor  Fer- 
titta, ran  Galveston's  legendary  Bali- 
nese  Room,  an  illegal  gambling 
house  on  a  pier  40  miles  from  Hous- 
ton. In  its  heyday  in  the  1940s  the 
Balinese  hosted  stars  like  Frank  Sina- 
tra and  Bob  Hope.  Tilman  Fertitta's 
father  owned  a  seafood  restaurant  in 


Wait  staff  dances  the  Macarena  at  a  Joe's  Crab  Shack  restaurant 

Fertitta  didn't  know  it,  but  he  was  about  to  ride  the  "eatertainment"  wave. 


them  company  owned  and  operated) 
and  $190  million  in  revenues.  Since 
its  initial  offering  Landry's  stock  has 
nearly  quadrupled  to  a  recent  2VA  a 
share,  giving  the  company  a  market 
value  of  $530  million.  Fertitta  owns 
18%,  worth  $95  million — a  mere 
down  payment,  he  says,  on  what  he 
will  be  worth. 

"We  are  just  a  little  bitty  baby," 
Fertitta  declares  with  an  enthusiasm 
that  makes  it  almost  impossible  not 
to  like  him.  "We  will  have  restau- 
rants all  over  the  world.  We  will 


Galveston,  where  young  Tilman 
worked  after  school. 

At  20  Tilman  Fertitta  dropped  out 
of  the  University  of  Houston  to  open 
a  women's  clothing  store.  By  age  23 
he  had  developed  a  160-room  hotel 
in  Galveston  and  was  beginning  to 
build  multimillion-dollar  homes  on 
speculation.  "That  was  the  1980s," 
Fertitta  remembers.  "Anyone  could 
get  a  loan." 

And  go  bust.  When  the  oil  boom 
fizzled  in  the  mid-1980s,  Fertitta  was 
$10  million  in  debt.  He  spent  his 


days  negotiating  with  creditors,  his 
nights  in  a  $1  million  house  he  built 
but  couldn't  sell. 

Then  Fertitta  saw  an  opportunity 
in  the  restaurant  industry.  William 
and  Floyd  Landry,  two  brothers  from 
Louisiana,  were  squabbling  with  each 
other  and  with  their  partners  over 
two  restaurants  they  owned  in  Hous- 
ton. Fertitta  bought  60%  of  the 
restaurants  for  $1  million,  less 
g  than  five  times  cash  flow.  He 
B  financed  the  deal  with  promis- 
§  sory  notes  and  the  little  cash  he 
5  had  left. 

Fertitta's  first  two  attempts  at 
redesigning  and  expanding  his 
restaurants  bombed.  "Too  dark 
and  too  Cajun,"  Fertitta  says. 
But  eventually  he  hit  on  a  for- 
mula that  worked:  a  restaurant 
that  was  a  step  above  Red  Lob- 
ster in  food  quality  and  decor, 
yet  casual  enough  to  attract  the 
masses. 

Fertitta  didn't  know  it,  but 
he  was  about  to  ride  the  "eater- 
tainment" wave — restaurants 
that  confront  the  senses  not  just 
with  food  but  also  with  lively 
wait  staff  and  decor  (Forbes, 
Aug.  12). 

His  two  fastest-growing 
restaurant  brands,  Landry's 
Seafood  (with  45  outlets)  and 
Joe's  Crab  Shack  (15  outlets), 
are  big,  meticulously  designed 
establishments  that  stand  out, 
even  in  restaurant  rows  crowd- 
ed with  places  to  eat.  The  stan- 
dard Landry's  features  a  big, 
bright,  green-and-yellow  movie 
marquee  and  a  weathered  red- 
brick exterior. 

At  the  Joe's  Crab  Shack  out- 
lets your  waiter  may  sit  down  at 
the  table  with  you  to  take  your 
order.  At  night  a  disco  ball  will  sud- 
denly spin  as  the  staff  climbs  up  on 
the  bar  to  perform  the  latest  dance 
craze,  the  Macarena. 

The  portions  stand  out,  too.  Fer- 
titta's most  popular  dish  is  a  $14.95 
seafood  platter  that  groans  under  a 
load  of  fried  catfish  filets,  fried  stuffed 
shrimp,  fried  crab  fingers  and  fried 
oysters. 

Lately  Fertitta  has  been  trying  to 
get  customers  to  trade  up  to  fresh 
fish  dishes  like  the  Gulf  red  snapper 
in  a  mango  habanero  glaze.  The  price 
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tag  reads  $15.95,  but  folks  are  going 
for  it. 

Having  spent  his  teenage  years 
[working  in  restaurants,  Fertitta 
knows  the  business  inside  and  out. 
;  We  followed  him  on  a  tour  of  one  of 
i  his  establishments.  "The  lights  aren't 
: right,"  he  says.  "The  music  is  too 
loud.  We  need  an  ashtray  here." 

This  isn't  just  a  show  for  a 
reporter.  Landry's  employees  joke 
that  Fertitta  can  spot  a  burned-out 
light  bulb  from  his  corporate  jet.  "I 
thought  my  mom  was  the  biggest 
perfectionist  in  the  world  until  I  met 
Tilman,"  says  Kathy  Ruiz,  Landry's 
head  chef. 

Says  Fertitta:  "You've  got  to  serve 
the  hot  food  hot  and  the  cold  food 
cold.  That's  the  big  secret  in  this 
business." 

Landry's  Seafood's  success  has  put 
some  dents  in  $1.9  billion  (fiscal 
:1996  sales)  Red  Lobster,  the  729- 
!  outlet  chain  that  has  long  dominated 
the  national  seafood  scene.  The  flag- 
jship  of  Orlando-based  Darden 
Restaurants  Inc.,  Red  Lobster  recent- 
ly reported  that  its  same-store  sales 
were  down  6%.  Darden's  stock  has 


Fertitta's  grandfather  ran 
Galveston's  legendary 
Balinese  Room,  an  illegal 
gambling  house. 

cratered.  In  mid-September  the 
chain's  president  resigned.  Fighting 
back,  Red  Lobster  recently  unveiled 
a  store  remodeling  program.  Fertitta 
claims  it  borrows  heavily  from 
Landry's  designs. 

While  Red  Lobster  struggles,  Fer- 
titta's average  restaurant  currently 
produces  $700,000  in  annual  cash 
flow  on  $3.2  million  in  sales.  That 
22%  operating  margin  is  about  10% 
above  industry  averages  and  is  one  of 
the  reasons  Wall  Street  applauds 
Landry's  Seafood.  Since  going  public 
in  1993,  Landry's  has  three  times 
gone  back  to  the  market,  raising  a 
total  of  $270  million. 

The  company  has  no  debt.  Its 
stock  trades  at  30  times  1996  earn- 
ings and  nearly  three  times  rev- 
enues— very  high  multiples  for 
stocks  in  general  and  restaurant 


chains  in  particular.  This  high  valua- 
tion has  in  turn  made  it  easy  for  Fer- 
titta to  use  his  stock  to  buy  up  small- 
er seafood  chains.  A  nice  game, 
while  it  lasts. 

Will  it  last?  Probably  not.  At  30 
times  anticipated  earnings,  Landry's 
stock  is  echoing  Fertitta's  public 
opinion  that  only  good  things  can 
happen  to  the  company.  Yet  the  sag- 
ging valuations  of  Lone  Star  Steak- 
house  &  Saloon,  Outback  Steak- 
house  and  Brinker  International 
remind  that  bad  things  can  and  do 
happen  even  to  the  hottest  restaurant 
concepts. 

While  Fertitta  publicly  boasts  of 
Landry's  Seafood's  prospects,  pri- 
vately he  is  less  cocky.  During  the  sec- 
ondary offerings  he  has  personally 
sold  $70  million  worth  of  Landry's 
stock,  using  the  money  to  buy  and 
remodel  two  hotels  in  his  old  home- 
town of  Galveston.  The  hotels  are 
held  outside  of  Landry's. 

Landry's  Seafood  could  become 
even  more  of  a  threat  to  Red  Lobster, 
or  it  could  go  down  the  tubes.  Either 
way,  Tilman  Fertitta  will  be  around 
for  many  years  to  come.  V 


Mere  words  can't  describe  the  success 
of  The  Montgomery  Growth  Fund. 
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18.74%  27.27% 

One  Year      Life  of  Fund  (9/30/93) 

Average  annual  total  returns  for 
the  period  ending  9/30/96. 


The  Montgomery 
Growth  Fund 
$2,061 
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How  a  si, ooo  investment  in  The  Montgomery  Growth  Fund 
has  performed  against  the  S&P500  from  9/30/93  through  9/30/96. 


*** 
★  * 

Morningstar  Rating 
for  three  years  ending  9/30/96. 

(800)  572-3863 

www.xperts.montgomery.com/1 


The  Montgomery  Funds 
Invest  wiselyr 


Past  performance  is  no  guarantee  of  future  results.  Return  and  principal  value  of  an  investment  will  fluctuate  so  that  your  shares,  when  redeemed,  may  be  worth  more  or  less 
than  their  original  cost.  The  chart  assumes  that  dividends  and  capital  gain  distributions  were  reinvested.  The  Standard  &  Poor's  500  Index  is  an  unmanaged  index  composed 
of  500  widely-held  common  stocks  listed  on  the  NYSE,  AAIEX  and  0TC  markets.  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance.  The  ratings 
are  subject  to  change  every  month.  Morningstar's  ratings  are  calculated from  the  funds'  three,  five,  and  ten-year  average  annual  total  returns  (if  available)  in  excess  of  90-day 
Treasury  bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  tliat  reflects  fund  performance  below  90-day  T-bill  returns.  10%  of  the  funds  in  an  investment  category 
receive  five  stars.  The  Montgomery  Growth  Fund  is  100%  no-load  with  a  si, 000  minimum  initial  investment.  For  complete  information,  including  charges  and  expenses,  call 
for  a  prospectus  to  read  carefully  before  investing.  Montgomery  Securities,  Distributor  (10/ 96). 
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Thanks  to  one  of  his  skiing  pals, 
Alan  Hirschfield  has  made  more  money 
on  a  little  financial  data  company  than 
he  ever  made  in  Hollywood. 

The  golden  years 


By  Seth  Lubove 

In  THE  1970s  Alan  Hirschfield  ran 
Columbia  Pictures  until  producer 
David  Begelman's  embezzlement 
scandal  and  Wall  Street's  Herbert 
Allen  Jr.  ran  him  out  of  the  studio. 
Hirschfield  moved  on  to  Twentieth 
Century  Fox  Film,  but  lost  that  job  in 
1985  by  "mutual  agreement"  with 
then-owner  Marvin  Davis.  After 
bumping  around  New  York  as  an 
independent  investor,  in  1988 
Hirschfield  setded  into  Jackson  Hole, 
Wyo.  He  was  55,  still  in  good  shape 
and  planned  to  do  some  serious  skiing 
and  fishing.  But  his  best  moneymak- 


ing  years  were  just  beginning. 

On  the  slopes  Hirschfield  got  to 
know  Allan  Tessler.  A  transplanted 
lawyer  from  New  York,  Tessler,  then 
54,  had  built  a  reputation  as  an  adept 
turnaround  man;  his  credits  included 
Ameriscribe  and  Checker  Motors  (as 
in  the  cabs). 

In  1990  Tessler  was  called  in  by  the 
creditors  of  Financial  News  Network, 
Inc.  The  publicly  traded  company  was 
on  the  verge  of  bankruptcy;  its  chief 
executive  would  eventually  be  con- 
victed of  bank  fraud.  FNN's  creditors 
wanted  Tessler  to  see  what  could  be 


salvaged  from  the  fnn  carcass.  Tessler 
asked  Hirschfield  if  he'd  like  to  come 
along  and  help.  Hirschfield  said  sure. 

Hirschfield  and  Tessler  were  able  to 
auction  off  the  FNN  business  news 
channel  to  NBC  for  $200  million 
(including  assumption  of  debt  and 
future  royalties).  That  left:  a  grab  bag 
of  other  assets  for  Tessler  and 
Hirschfield  to  dispose  of.  These 
included:  the  remains  of  the  old 
United  Press  International  wire  ser- 
vice; the  Learning  Channel;  Shark 
Information  Services,  a  provider  of 
financial  data  to  institutional  traders; 
and  something  called  Data  Broadcast- 
ing Corp.,  another  financial  data  ser- 
vice for  individual  investors.  Tessler 
and  Hirschfield  sold  UPl  to  a  group  of 
Saudi  Arabian  investors  and  the 
Learning  Channel  to  TCl's  Discovery 
Channel.  Shark  was  peddled  to  Auto- 
matic Data  Processing. 

Data  Broadcasting?  Neither  Tessler 
nor  Hirschfield  knew  what  to  make  of 
the  business.  It  sold  real-time  stock 
quotes  and  financial  data  to  hard-core 
individual  investor/traders  under  the 
brand  names  Signal  (which  supplies 

I  Alan  Hirschfield,  a 
n  Data  Broadcasting 
shareholder  with 
reason  to  smile 
"I  said,  'This  is 
crazy,  we  don't 
know  anything 
about  these 
businesses.'  I 
wanted  to  go 
back  [to  Wyoming] 
and  fish." 
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The  Future  Of  Digital  Imaging. 


Welcome  to  the  Aficio  series.  From  Ricoh.  Greater  copy  quality. 
Greater  reliability.  Greater  productivity.  The  Aficio  400  Digital 
opier  is  an  entirely  new  way  of  making  black  &  white  copies. 
\  digital  brain  for  richer,  crisper  black  &  white  and  a  whole  new  array 
pf  image- manipulation  features.  See  the  difference  Aficio  digital 
opiers  can  make  in  your  office.  Call  1  800  63  RICOH  or  meet  us  at 
ittp:/  /  www.ricoh.com 

1996  Rjcoh  Corporation  As  an  ENERGY  STAR  Partner,  Raoh  Corporation  has  determined  that  thi%  product  meets  the  ENERGY  STAR  guidelines  tor  enerp'  efficiency 


Ricoh  Aficio  400 


96  Partner  01  The  Year 
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Get  to  your  cancelle 

A  massive  blizzard  can  turn  a  20-minute  ride  to  the  airport  into  a  20-minm 


\  ride  to  the  airport.    In  a  Range  Rover  4.0  SE,  that  is.   With  electronic  tractir 


control,  all-terrain  ABS,  and  permanent  four-wheel  drive,  it's  designed  to  ho 
snow-covered  roads  as  deftly  as  it  does  no-covered  roads.  In  addition,  it  has  electron 
air  suspension,  which  enables  you  to  elevate  the  Range  Rover  automatically  and  drive  through 
blanket  of  snow  on  top  of  a  blanket  of  snow  on  top  of  a  blanket  of  snow.    And  no  matter  ho 


ight  on  time. 


serable  it  gets  outside,  such  amenities  as  heated  front  seats,  leather  upholstery,  and  a  six-disc  CD 
Iyer  with  eleven  speakers  make  it  hardly  noticeable  inside.  When  all's  said  and  done,  the  Range 
ver  offers  the  ride  of  a  European  sedan  even  on  days  when  a  European  sedan  doesn't  offer  a  ride. 
iy  not  call  1-800-FINE  4WD  for  the  nearest  Land  Rover  dealer?   Or  RANGE  ROVER 

it  our  Web  site  at  http://www.LandRover.com.    At  $55,500*  it  isn't  i 


jar  everyday  investment.    It  is,  however,  your  everyday  vehicle. 
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the  data  to  personal  computers)  and 
QuoTrek  (for  handheld  data 
receivers).  Recalls  Hirschfield:  "We 
told  [Data  Broadcasting's  manage- 
ment]: 'Live  off  your  earnings,  and  if 
you  don't,  mama  has  no  money  and 
you're  out  of  business.'  We  sent  these 
guys  off  and  left  them  alone  for  two 
years." 

Despite  the  neglect — or  perhaps 
because  of  it — Data  Broadcasting  sur- 
vived and  grew.  This  impressed 
Tessler.  In  1992  he  told  Hirschfield 
that  they  should  buy  the  little  compa- 
ny. "I  said,  'This  is  crazy,  we  don't 
know  anything  about  these  business- 
es,'" recalls  Hirschfield.  "I  wanted  to 
go  back  [to  Wyoming]  and  fish." 

But  Tessler  persisted,  and 
Hirschfield  finally  came  around.  They 
each  kicked  in  $  1  million  for  a  total  of 
25%  of  Data  Broadcasting's  stock — 
the  shares  were  still  publicly  traded, 
but  were  worth  very  little  after  the 
original  fnn  assets  had  been  stripped 
out.  The  remaining  75%  of  the  stock 
was  distributed  to  various  FNN  credi- 
tors and  former  fnn  shareholders. 

Tessler  saw  that  Data  Broadcasting 


was  really  a  mini-broadcast  network. 
QuoTrek  distributes  its  signals  over  a 
network  of  67  FM  stations,  on  reliable 
sideband  signals,  to  customers'  hand- 
held devices.  Signal's  data  go  over  a 
similar  FM  network  as  well  as  television 
cable  systems  that  have  a  reach  of  60 
million  homes.  Paging  companies 
have  tried  to  break  into  this  business, 
but  their  bandwidths  can't  accommo- 
date all  the  information  that  Data 
Broadcasting  can  send  out — Dow 
Jones  headlines  and  alerts  on  up  to 
127  prepicked  stocks,  options  or  com- 
modities out  of  a  potential  universe  of 
90,000  issues. 

As  Data  Broadcasting's  cash  flow 
kept  building,  Tessler  and 
Hirschfield — now  called  "the  Two 
Alans"  by  the  company's  employees — 
began  buying  complementary  data 
businesses  for  delivery  over  their 
system.  Last  year  Data  Broadcasting 
acquired  the  parent  company  of  bmi 
(for  Bonneville  Market  Information), 
one  of  Signal's  competitors,  for  $51 
million  in  cash  and  stock.  More  recent 
acquisitions  include:  Las  Vegas  Sports 
Consultants,  the  top  provider  of  bet- 


ting odds  to  casinos  and  newspapers, 
for  $2.75  million;  Instant  Odds  Net- 
work, which  has  exclusive  rights  to 
distribute  real-time  betting  odds  from 
six  Vegas  casinos,  for  $2.6  million; 
and  Capital  Management  Sciences,  a 
bond  research  firm,  for  $27  million. 

With  acquisitions  and  strong  inter- 
nal growth,  revenues  have  more  than 
quadrupled  since  the  Two  Alans  took 
over  Data  Broadcasting,  to  $115  mil- 
lion. Net  income  for  the  fiscal  year 
ended  June  30  was  $9  million  (27 
cents  a  share).  With  the  stock  near  SlA 
a  share,  Wall  Street  values  the  com- 
pany at  $272  million. 

Hirschfield  is  now  spending  most 
of  his  time  living  the  good  life  in 
Jackson  Hole,  where  he  and  Tessler 
now  run  the  company.  His  stake  in 
Data  Broadcasting  is  worth  over  $20 
million,  considerably  more  than  he 
made  over  his  13-year-long  career  in 
Hollywood. 

Data  Broadcasting's  challenge — 
and  it  could  be  a  huge  one — is  the 
Internet,  where  several  financial  data 
services  have  recently  popped  up. 
Chicago's  PC  Quote,  for  instance, 
can  give  you  a  simple,  real-time  snap- 
shot of  the  market  for  about  $30  a 
month,  compared  with  monthly  fees 
of  $240  for  Signal  or  $125  for 
QuoTrek. 

Hirschfield  and  Tessler  have  creat- 
ed a  Web  site  of  their  own, 
www.dbc.com.  It  allows  customers 
free  access  to  delayed  quotes,  finan- 
cial and  sports  news  and  other  infor- 
mation. For  $30  a  month,  you  get 
real-time  market  quotes.  The  strate- 
gy here  is  to  move  Data  Broadcast- 
ing's customers  up  to  more  expensive 
services  such  as  its  partly  owned 
Internet  Financial  Network,  a  startup 
company  that  delivers  formatted  sec 
documents  over  the  Internet  as  soon 
as  they're  filed  in  Washington.  The 
price  of  this  service:  $8  and  up  per 
document. 

Still,  the  Two  Alans  say  they  aren't 
losing  sleep  over  the  Internet  threat. 
"Real  time  isn't  real  time  on  the 
Internet,"  says  Hirschfield,  referring 
to  the  downloading  delays.  "It's 
close,  but  a  professional  trader  doing 
this  to  make  a  living  can't  work  on 
the  Internet  unless  he  has  a  dedicat- 
ed Tl  line,  which  ain't  cheap.  So  we 
see  the  Internet  augmenting  our  core 
business."  H 
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The  Connected 

COMPANY: 


THE  INTRANET  SOLUTION 


The  wide  deployment  of  intranets  is  the  most 
revolutionary  development  for  American  business 
since  the  computer  entered  the  workplace  in 
he  1950s. 

Techno-hype?  Not  this  time. 

The  growth  of  intranets  is  exploding,  exceeding  even 
he  most  optimistic  estimates  of  just  six  months  ago.  One 
neasure  of  that  growth  is  the  fact  that  while  just  a  year 
go  "intranet"  looked  like  a  typo,  today  most  readers 
:now  what  it  is:  the  use  of  Internet  technology  within  an 
>rganization  to  enhance  productivity  and  allow 
imployees  to  share  information  easily. 

Zona  Research  of  Redwood  City,  California,  one  of 
he  leading  firms  providing  market  research  and  analysis 
in  the  Internet  and  intranets,  as  well  as  on  enterprise 
desktops,  believes  the  market  for  intranet-related 
products  and  services  will  far  outstrip  that  for  the 
hternet  over  the  next  four  years.  In  1995,  for  instance, 

•  ona  calculated  the  market  for  Internet  servers  at  $662 
Ti  I  lion  versus  $476  million  for  servers  devoted  to 
htranets.  By  1999,  it  estimates  a  dramatic  turnaround, 
l/ith  the  intranet-server  market  zooming  to  more  than 
113  billion,  while  the  market  for  Internet  servers  grows  to 
jst  over  $2  billion— a  differential  of  more  than  600%. 
^nd  that's  just  servers:  Each  of  those  needs  software  and 

•  evelopment  tools.  The  growth  is  truly  staggering. 


Why  Intranets?  Why  Now? 

What's  behind  this  phenomenal  growth?  Is  it  another  fad, 
or  is  it  driven  by  real  business  needs? 

There's  no  simple  explanation  for  what's  behind  the 
explosion  of  intranets,  but  if  one  needed  a  single  reason 
why  intranets  are  so  compelling,  it  is  that  they  both 
embody  and  empower  the  new  paradigm  of  the  business 
organization.  As  the  structure  of  business  changes,  from 
the  19th  century  model  of  a  rigid,  centralized  hierarchy  to 
an  almost  organic  model  in  which  the  larger  corporate 
organism  is  really  a  collection  of  systems  or  corporate 
"communities"  that  form  and  reform  around  specific 
market  opportunities,  the  need  to  connect  these 
interdependent  groups  becomes  critical. 

Intranets  are  the  perfect  mechanism  for  doing  that, 
playing  the  role  of  a  central  nervous  system  for  the 
corporate  body,  effortlessly  passing  information  back  and 
forth,  up  and  down  and  sideways,  and  easily  establishing 
new  pathways  as  the  corporate  body  evolves.  Intranets 
are  highly  plastic,  easily  changing  shape  and  adding 
content.  They  deliver  the  essential  fuel  of  today's 
business— information— directly  to  the  people  who  need 
it,  and  they  do  it  more  easily,  more  efficiently  and  less 
expensively  than  traditional  network  systems. 

Does  that  make  adopting  a  corporate  intranet  a 
no-brainer?  The  only  real  no-brainer  in  business  is 
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bankruptcy.  There's  a  great  temptation  for  companies  to 
jump  on  whatever  new  technology  bandwagon  rolls  by 
with  the  glitziest  colors  and  the  loudest  bells  and 
whistles.  Intranets  can  easily  fall  into  that  category  of 
techno-fad,  and  companies  that  blindly  adopt  them  simply 
to  avoid  the  stigma  of  being  perceived  as  technologically 
challenged  can  make  costly  mistakes.  Intranets  are  useful 
only  if  they  make  information  more  easily  available  to 
the  people  within  a  company  who  need  that  information. 
(For  more  information  on  determining  when  intranets 
make  sense,  visit  www.HemNet.com.) 

Furthermore,  while  intranet  technology  has  been 
touted  as  simple,  like  most  complex  technology,  it's  not 
yet  quite  like  plugging  in  a  toaster.  Once  it's  up  and 
running,  an  intranet  tends  to  need  far  less  maintenance 
than  traditional  corporate  networks,  and  accessing 
intranets  and  using  information  stored  on  them  is  far 
simpler  than  accessing  and  using  information  stored  in 
legacy  systems.  But  establishing  intranets  and  configuring 
them  takes  planning,  which  is  what  makes  the  experience 
of  established  companies  with  a  solid  history  of 
innovation  in  networking,  multimedia  and  Web-enabled 
technology  so  valuable  for  organizations  venturing  into 
intranets  for  the  first  time. 

Making  It  Simple — 
MCl's  Intranet  Services 

Some  companies  are  reluctant  to  adopt  intranets  because 
of  what  they  think  is  the  difficulty  of  designing  and 
maintaining  them.  It's  actually  possible  to  purchase  or 
lease  most  of  the  technology,  integration  services  and 
applications,  which  can  be  much  simpler,  faster  and  less 
risky  than  developing  the  same  capabilities  in-house.  MCI, 
for  instance,  provides  just  about  everything  a  company 
needs  to  establish  and  run  a  full-service  intranet. 

MG's  Intranet  Services  are  analogous  to  the  options 
of  renting,  leasing  or  buying  a  condominium.  You  can  get 
it  unfurnished,  partially  furnished  or  custom-decorated. 
MCI  offers  a  robust  intranet  platform  with  as  much 
capacity  as  a  company  needs,  the  basic  intranet  operating 
software  and  all  the  required  network  connectivity  and 
end-user  access  services.  MCI  can  even  provide  the  servers 
and  locate  them  in  key  MCI  network  hubs.  Alternatively, 
the  servers  can  be  incorporated  as  part  of  a  customer- 
based  architecture,  or  MCI  can  combine  these  two 
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approaches  and  connect  servers  in  the  MCI  network  with 
servers  on  the  customer's  premises. 

The  platform  itself  provides  the  basis  for  a  complete 
suite  of  intranet  solutions,  which  include  a  set  of 
standard  services  and  applications  that  can  then  be 
customized  to  specific  client  requirements.  MCl's  intranet 
tools  include  just  about  everything  needed  to  establish  a 
robust  intranet— security,  browsers,  search  and  retrieval, 
content  creation  and  authorization,  content  management 
and  applications  such  as  messaging,  file  sharing  and 
conferencing,  and  news  and  information  services.  And 
like  a  condominium,  MCI  intranet  services  include  all 
required  maintenance.  For  companies  uncertain  of 
whether  they  have  the  resources  to  establish  and  manage 
an  intranet,  a  one-stop,  integrated  offering  such  as  MCl's 
should  make  the  decision  much  easier. 

Apple  Computer — 

Easing  the  Transition  to  Intranets 

Apple  Computer  encourages  companies  new  to  intranets 
to  take  an  evolutionary  approach.  Apple  believes  the 
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We've  got  your  city  surrounded 

and  we  mean  business. 


Only  Sprint 

has  deployed  international  SONET  ring  technology  for  the 
highest  standard  in  reliable  data  transmission. 


Sprint's  bold 
deployment  of 
self-healing 
SONET  rings  is 
anything  but  a 
cause  for  alarm- 
except  for  the 
competition.  Because 

only  Sprint  offers  four-fiber, 

bi-directional,  line-switched  ring  topology 
throughout  its  entire  domestic  network.  Which 
means  your  mission-critical  data  is  protected  to 
the  fullest,  automatically  rerouted  in  as 
little  as  50  milliseconds-less  than  the 
blink  of  an  eye-even  in  the  event  of 
multiple  fiber  cuts  or  equipment  failures. 
And  with  speeds  at  OC-48,  we  provide 
virtually  unlimited  capacity  with 
no  bottlenecks  or  blockages. 


And  now,  Sprint's 
application  of 
broadband 
metropolitan 
access  networks 
extends  this 
survivability  into 
local  loops,  directly 
to  your  offices.  This  means 
greater  reliability  and  flexibility,  all  through 
a  single  point  of  contact.  Sprint  was  not  only 
first  to  deploy  SONET- based  rings  domestically, 
but  first  to  build  international  SONET  rings. 
And  since  we  employed  fiber-optic 
technology  from  the  start,  we  can 
continually  expand  bandwidth  over  our 
existing  network.  What's  it  all  mean? 
You  can  count' on  us,  because 
we  mean  business. 

Call  Sprint  Business 

1  800  588  DATA 

www.sprint.com/datal 


Sprint 
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We  help  business  do  more  business5 
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THERE'S  A  PLACE  WHERE  WALLS  BETWEEN 

OFFICES  ARE  REPLACED 

BYWORDS. 

)/ yf  /here  questions  never  go  unanswered. 

v  }/  Where  the  people  you  need  to  find  can  always  be  found. 

Where  information  forever  eludes  the  bottleneck. 
And  misunderstanding  has  taken  a  leave  of  absence. 

IT'S  A  PLACE  GALLED  THE  INTRANET. 

And  you  can  take  your  business  there  on  a  Macintosh. 


AsYP  and  resident  visionary  for  QUALCOMM-one  of  the  brightest  stars  in  digital  wireless  communications -Tom  Lafleur  is 
finding  innovative  ways  to  stay  ahead  of  his  company's  phenomenal  growth  with  the  help  of  the  World  Wide  Web  and  Apple  r— 
Macintosh'computers.  In  fact,Tom  started  Ql  lALCOMM's  Intranet  by  running  one  of  their  own  products  on  a  Mac  -  Eudora"  3 
which  has  since  become  the  most  popular  e-mail  software  for  the  Net.  Today,  people  are  using  Macintosh  to  easily  create 
web  pages  and  share  details  of  their  projects  with  the  rest  of  the  organization.  So  engineers  have  instant  insight  into 
manufacturing  problems,  can  pull  up  drawings  and  quickly  resolve  issues.  Which  has  slashed  the  need  for  paper.  Cut 
supportcosts.  And  sparked  unprecedented  colkboration.  Not  to  mention  kiiocking  a  fewwalls  down  along  the  way.  - 


For  more  information  on  Apple  products  and  solutions,  or  to  subscribe  to  our  electronic  newsletter,  visit  us  at  www.solutions.apple.com/intranet 
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success  of  intranets  depends  on  their  solving  business 
problems  better  than  other  technologies  and 
accommodating  the  needs  of  both  business  executives 
and  information  services  managers.  The  problem, 
according  to  Apple's  Ed  Perry,  director  of  enterprise 
markets  for  the  computer  giant,  is  that  the  recent  wave 
of  corporate  downsizing,  combined  with  the  increasingly 
competitive  market  environment,  has  put  enormous  • 
pressure  on  information  services  departments  to 
increase  dramatically  the  effectiveness  of  corporate 
communications— both  internal  and  external— while 
operating  with  reduced  staff  and  smaller  budgets.  That 
makes  it  particularly  difficult  to  effect  broad  technological 
change.  Through  support  for  standards  and  with  tight 
integration  of  its  products,  Apple's  servers,  desktops, 
portables  and  software  can  help  lower  the  cost  and 
training  barriers  to  establishing  intranets.  In  fact,  for  the 
many  companies  that  developed  their  World 
Wide  Web  sites  on  Macintosh  equipment, 
establishing  corporate  intranets  can  be  a 
simple  evolutionary  process. 

That's  how  Jim  McCann,  president  of 
1-800-FLOWERS,  describes  his  company's 
adoption  of  an  intranet.  1-800-FLOWERS  is  the  world's 
largest  florist.  It  has  an  extremely  successful  Web  site, 
powered  by  Macintosh,  and  the  Internet  accounts  for 
more  than  10%  (or  $25  million)  of  current  sales.  "We  first 
used  Macintosh  for  our  Internet,"  says  McCann,  "and  it 
was  a  natural  migratory  path  to  using  Mac  technology 
for  our  intranet.  The  challenge  for  us  is  we  had 
facilities— retail  stores  and  regional  floral  centers- 
all  over  the  country  that  used  different  platforms.  We 
realized  we  could  use  the  same  Internet  protocol  to  link 
them  all,  regardless  of  the  equipment  individual  locations 
used  to  access  the  network."  McCann  says  that  justifying 
the  cost  was  easy  "because  it's  prohibitive  to  think  of 
doing  it  any  other  way." 

Because  the  flower  business  is  so  cyclical,  increasing 
as  much  as  20-  or  30-fold  for  holidays  such  as  Valentine's 
Day,  1-800-FLOWERS  has  unusually  demanding  hiring  and 
training  needs.  "Our  plan  is  to  put  all  of  our  training 
materials  on  our  intranet— forms,  checklists,  video 
presentations,  everything.  It  will  never  completely  replace 
on-their-feet  instructors,"  says  McCann,  "but  it  can  take 
care  of  basic  training  so  we  get  much  better  mileage  out 


of  our  teachers.  And  interestingly,  we  found  that 
applications  we  developed  to  make  ordering  on  the 
Internet  easy  for  consumers  were  actually  better  than 
what  we  were  using  to  process  orders  in-house,  so  now 
our  own  telephone  sales  representatives  are  using  on 
our  intranet  applications  we  developed  for  the  Internet." 

One  of  Apple's  strengths  has  always  been 
multimedia,  which  is  one  reason  for  its  success  in  helping 
companies  establish  intranets.  Its  Quickie  Media  Layer, 
for  example,  is  the  industry  standard  for  creating  and 
communicating  sound,  video  and  animation  as  well  as 
text  and  numbers.  Apple  has  now  leveraged  that 
multimedia  experience  with  a  technology  it  calls 
Cyberdog,  which  vastly  simplifies  creating  complex, 
multimedia  content  for  an  intranet  (or  the  Internet,  for 
that  matter).  "Internet  access  has  been  dominated  by  the 
application  browser,"  explains  Larry  Tesler,  Apple's  vice 


president  of  Internet  platforms.  "What  Cyberdog  offers  is 
a  new  level  of  integration  by  putting  Internet  or  intranet 
access  directly  into  the  Mac  OS  and  Mac  applications. 
Instead  of  putting  everything  into  the  browser,  Cyberdog 
puts  the  Internet  into  everything." 

Cyberdog  is  based  on  advanced  technology  called 
OpenDoc,  which  lets  disparate  software  modules  work 
together  as  a  seamless  application.  It's  a  powerful 
technology  that  offers  a  single  working  environment  for 
live  data  management  and  the  creation  of  text  graphics 
and  electronic  mail,  plus  intranet  information  access. 
Cyberdog's  integration  with  the  Mac  OS  and  Macintosh 
applications  embeds  Internet  resources  throughout  the 
user's  work,  making  Internet  or  intranet  connectivity  an 
extension  of  the  desktop.  Cyberdog  exploits  the 
communications  capabilities  of  an  intranet  to  allow 
building  ties  to  key  information  directly  into  documents. 
It  also  expedites  collaboration.  Cyberdog  allows  a 
customer  proposal,  for  instance,  to  be  updated 
automatically  with  information  that  flows  in  from  the 
proposal  team  and  from  collaborating  suppliers  who 
have  limited  access  to  a  company's  intranet. 


Establishing  corporate  Intranets 
can  be  a  simple  evolutionary  process. 


For  more  on  intranets  visit  www.HemNet.com 
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TOSHIBA 


The  need  for  speed. 

It  was  first  on  the  list  for 
Toshiba  in  Europe  when  they 
decided  to  centralize  their  Euro- 
pean distribution  network.  By 
consolidating  all  of  their  supply 
parts  into  a  single  warehouse 
to  support  the  entire  European 
market,  Toshiba  knew  they 
could  greatly  speed  up  things 
and  improve  customer  service. 
The  only 
problem 
was  in  finding  a  logistics  soft- 
ware that  could  juggle  5,000 
different  electronic  parts  with 
the  ability  to  pick  and  ship 
within  an  hour.  Not  to  mention 
the  fact  that  the  transition  had 
to  be  made  in  less  than  four 
months. 

"CA-Warehouse  Boss'" 
made  it  look  easy,"  explains 
Peter  F.  Wessendorf,  General 
Manager  Information  Systems 
&  Logistics  of  Toshiba  Elec- 
tronics Europe.  "This  software 
fulfilled  our  requirements  to  a 
high  degree.  The  open  interface 
facilitated  the  integration  of 
our  information  systems. 
Without  employing  additional 
personnel,  we  increased  inven- 
tory turnover,  optimized 
warehouse  capacity  and 
significantly  reduced  errors." 

Four  months  later  Mr. 
Wessendorf  seems  to  have 
satisfied  his  need  for  speed. 

"These  days','  he  says,  "the 
warehouse  is  the  least  of  my 


worries. 


20 

JmMm  anniversary 


dOMPUTER 

Associates 

Software  superior  by  design. 
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Which  internet/intranet  applications 
does  your  organization  anticipate 
using  in  the  future? 
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Number  =  25  sites,  multiple  responses  allowed 

It's  that  kind  of  creative  technology  that  convinced 
Qualcomm,  another  leading-edge  high-tech  company,  to 
turn  to  Apple  for  its  intranet.  According  to  Qualcomm 
Vice  President  Tom  LeFleur,  "our  intranet  runs  our 
company."  Qualcomm,  famous  for  groundbreaking 
technology  such  as  its  global  positioning  and 
communication  system  for  trucking  companies  and  for 
Eudora,  perhaps  the  most  widely  used  Internet  mail 
package,  is  the  prototypical  high-tech  company. 

"From  day  one,  over  ten  years  ago,  we've  been 
convinced  that  electronic  enterprise  is  the  way  to  run  a 
business,"  states  LeFleur.  "Everything's  on  our  intranet, 
our  corporate  database,  our  entire  library— everything. 
We  move  quickly,  and  we  learned  very  early  that  you  can't 
move  quickly  when  you  move  a  lot  of  paper  around.  We've 
been  an  Apple  user  from  the  beginning,  and  if  you  look 
at  the  10,000  or  so  computers  we  have,  probably  65%  to 
70%  of  them  are  Macs.  They're  simple,  they're  intuitive 
and  they  work.  Apple  provided  us  with  very  early 
development  tools,  everything  we  needed  to  make  our 
intranet  happen."  (Information  on  the  cultural  implications 
of  intranets  can  be  found  at  www.HemNet.com.) 

Keeping  It  Safe— Security  for  Intranets 

Some  companies,  tempted  by  the  promise  of  intranets, 
are  reluctant  to  adopt  them  for  fear  of  compromising 


corporate  security.  It's  not  an  unreasonable  concern.  By 
now,  everyone  knows  how  burglars  invaded  the  home 
page  of  the  CIA,  bastion  of  government  security,  and  left 
behind  the  embarrassing  note,  "Welcome  to  the  Central 
Stupidity  Agency."  Virtually  since  the  beginning  of  the 
commercialization  of  the  World  Wide  Web,  corporations 
have  been  acutely  concerned  about  similar  break-ins,  but 
until  now,  the  focus  has  been  almost  entirely  on  security 
breaches  from  the  outside.  Corporate  intranets  raise  the 
specter  of  security  breaches  from  within  the  organization. 
Because  they  offer  ever  easier  access  to  corporate 
information,  the  risk  that  security  will  be  compromised 
multiplies.  Not  all  security  breaches  are  sinister  or  even 
intentional.  But  any  time  anyone  has  access  to 
information  he  or  she  doesn't  need  and  shouldn't  have, 
the  potential  for  damage  exists.  And  it  happens  all  the 
time.  Data  General,  the  leader  in  Internet/intranet 
security  systems,  estimates  that  as  many  as  80%  of 
security  breaches  occur  from  within  corporations. 

The  solution,  according  to  David  Ellenberger,  Data 
General's  vice  president  of  corporate  marketing,  is  to 
develop  a  total  security  solution  that  incorporates  both 
the  Internet  and  the  corporation's  intranet.  Ellenberger 
defines  a  three-part  plan  for  implementing  such  a 
solution.  The  first  crucial  step  is  to  develop  a  security 
policy,  which  defines  the  kinds  of  information  a  company 
has  and  determines  who  should  have  access  to  it.  Second, 
the  company  has  to  audit  the  actual  situation  to  see 
how  far  it  strays  from  the  policy.  Finally,  the  company 
needs  to  design  a  hardware  and  software  strategy  for 
implementing  the  security  policy  on  an  ongoing  basis. 
(Details  on  intranet  security  are  at  www.HemNet.com.) 

One  way  to  do  that  is  to  extend  the  firewall  concept 
that  prevents  outsiders  from  getting  into  a  company's 
computer  system.  Ellenberger  likens  that  to  a  warehouse 
with  a  lock  on  the  outside.  So  long  as  the  lock  is  secure, 
the  contents  of  the  warehouse  are  protected.  But  once 
the  lock  is  broken  and  you're  inside,  everything  in  the 
warehouse  is  up  for  grabs.  Data  General  has  developed  a 
product  it  calls  Cybersh'ield  that,  in  effect,  takes  the  data 
warehouse  and  turns  it  into  a  data  apartment  house.  Like 
the  warehouse,  an  apartment  house  has  a  lock  on  the 
outside  door  to  keep  strangers  out,  but  it  also  has  locks 
on  each  apartment.  Even  people  inside  have  the  keys 
only  to  their  individual  apartments,  so  information 
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|v|  akes  perfect  sense  when  you  think  about  it.  After  all,  the  intranet  is  the 
Web  server-based  network  within  an  organization  that  allows  for 
seamless  connectivity  between  multi-protocol,  multi-vendor 
environments.  Ushering  in  a  whole  new  era  of  communication,  the 
Intranet  gives  everyone  quick  access  to  the  voice,  video,  data  and 
other  resources  they  need  to  do  a  better  job. 

But  none  of  this  is  possible  without  the  right  foundation.  That's  where 
Cabletron  and  its  Synthesis  framework  come  into  play.  Featuring 
high-speed  switches;  user-friendly  management  tools;  and  the 
industry's  only  true  virtual  networking  solution,  Cabletron  doesn't 
build  just  Intranets-we  build  a  better  way  to  do  business.  And 
Synthesis  assures  you  of  a  customized  blueprint  to  take  you  there. 

Construction  starts  now.  Call  (603)  337-0905  to  learn  more  about  the 
essentials  of  the  intranet  and  Cabletron. 
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remains  protected  behind  locks,  the  keys  to  which  are  in 
the  hands  only  of  people  who  have  a  legitimate  need  for 
that  information. 

The  locks  that  Data  General's  Cybershield  provide  are 
the  strongest  available.  The  Department  of  Defense  has 
defined  various  levels  of  computer  security,  with  B2  being 
the  highest  level  of  commercial  security;  Data  General  is 
the  only  vendor  to  offer  it.  In  addition  to  providing  the 
highest  level  of  security,  Cybershield  is  also  the  easiest  to 
administer.  It's  a  single  package  that  combines  Internet 


Eighty  percent  of  security  breaches 
occur  from  within  corporations. 


and  intranet  servers  and  firewalls,  and  it  effortlessly 
expands  to  handle  security  issues  as  the  company's 
intranet  expands  and  changes.  To  extend  the  apartment 
metaphor,  it  provides  virtually  unlimited  empty  apartments; 
as  new  furniture  comes  in  with  new  tenants,  you  just  rent 
out  an  empty  apartment.  That's  a  lot  easier  than  trying 
to  add  another  floor  on  top  of  a  finished  building. 

Is  it  expensive?  Data  General  provides  complete 
packages  starting  at  less  than  $50,000,  which  include 
hardware,  software  and  the  integration  services  to  tie  it 
all  into  an  existing  network. 

Template  Software — 
Dynamic  Applications  for  a 
Dynamic  Medium 

The  advent  of  the  Web  and  the  rise  of  intranets  have  led 
to  an  entirely  new  way  of  thinking  about  the  role  of 
information  and  information  systems  in  an  organization. 
Most  information  technology  systems  have  relied  on 
static,  basically  unidirectional  query  and  update  models, 
in  which  information  previously  stored  in  databases  is 
accessed  as  needed;  Web-based  technology  can  and 
should  be  dynamic  and  interactive.  Put  another  way, 
Web-based  technologies  such  as  intranets  permit 
information  systems  for  the  first  time  to  mirror  the 
complex,  dynamic  and  constantly  changing  structure  of 
real  business  processes.  Therein  lies  the  intranet's 
tremendous  potential  as  well  as  its  challenge. 


E.  Linwood  Pearce,  CEO  of  Template  Software, 
suggests  that  companies  implementing  intranets  design 
them  from  the  beginning  to  operate  on  this  dynamic 
model.  "Businesses  don't  operate  as  query  and  update 
systems,"  Pearce  explains.  "Business  operations  are 
dynamic  and  event-driven,  and  computer  systems  have  to 
behave  the  same  way  the  company  actually  operates  on  a 
day-to-day  basis.  When  you  move  to  the  Internet  or  to  an 
intranet,  you  mirror  the  way  your  business  operates.  If 
you  don't  want  to  be  disappointed  with  an  intranet,  you 
really  have  to  make  sure  your  system  embraces 
this  business  process  automation  model." 

Template  Software  provides  the 
application  development  tools  that  help 
companies  build  dynamic  Internet  and 
intranet  solutions  faster  and  more  easily  than 
any  other  way,  integrating  legacy  systems  into  a  dynamic, 
interactive  system  that  mirrors  a  company's  actual 
business  processes.  Template's  products  are  highly 
sophisticated,  powerful  object-oriented  tools  used  by 
software  developers  to  tailor  applications  to  a  company's 
industry  and  specific  needs. 

Template  Software  tools  provide,  as  pre-written 
templates,  a  very  large  part  of  the  code  needed  to 
develop  applications;  as  a  result,  they  dramatically 
shorten  the  time  from  initial  conceptualization  to 
implementation.  And  they  assure  the  Web-based  system, 
Internet  or  intranet,  will  be  dynamic,  interactive  and 
plastic,  changing  shape  without  having  to  be  completely 
redeveloped  as  needs  change.  The  alternative,  a 
collection  of  static  Web  pages,  is  a  certain  recipe  for 
disappointment. 


Silicon  Graphics — 
Leading  by  Example 

Silicon  Graphics,  Inc.  has  one  of  the  most  extensive 
intranets  in  the  world,  which  means  it  leverages  its 
advanced  workstation,  server  and  software  technology 
with  unparalleled  real-world  intranet  experience.  SGI 
created  its  own  intranet,  called  Silicon  Junction,  two 
years  ago;  since  then,  it  has  blossomed  into  1,500  Web 
sites  with  upwards  of  250,000  individual  Web  pages 
that  reach  nearly  every  one  of  the  company's  1 1,000 
employees  worldwide. 


For  more  on  intranets  visit  www.HemNet.com 
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on.  That's  why  Robert 
Andrews,  Netscape's 
Webmaster,  turned  to 
Silicon  Graphics.  Our 
WebFORCE™  servers 
combine  64-bit  MIPS® 
RISC  microprocessors  with  the  highest 
data  throughput  in  the  market.  Our 
revolutionary  S2MP'"  system  architecture, 
with  industry-leading  I/O,  performance 
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smoothly  as  your  on- 
line business  grows. 
Technically  speaking, 
it's  the  best  server 
you  can  buy.  And 
it  can  keep  your 
Web  site  rockin'  forever.  For 
more  information  visit  us  at 
www.sgi.com/Products/WebFORCE 
or  call  800.636.8184  Dept.  LS0054. 
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What  has  Silicon  Graphics  learned  from  extensive 
experience  with  its  own  intranet?  "An  intranet  is  only 
successful  if  there  is  useful  information  on  it,  and  that 
information  will  be  useful  only  if  the  people  who  need  it 
can  get  to  it  easily.  The  strength  of  an  intranet  is  the 
quality  and  the  accessibility  of  the  information  and 
applications  on  it,"  says  Burton  Craig,  business  and 
market  development  manager  for  SGI's  intranet  products. 

For  pharmaceutical  giant  Eli  Lilly  &  Company,  that 
means  making  sales  and  marketing  material  available, 
allowing  scientific  groups  to  distribute  information  about 
ongoing  research  and  disseminating  phone  and  mail 
directories.  Considering  that  the  company  has  nearly 
26,000  employees  and  120  different  markets,  its  Silicon 
Graphics-based  intranet,  called  ELVIS  (Lilly  Virtual 
Information  Service),  is  quickly  becoming  essential  to 
Lilly's  operations.  John  Swartzendruber,  technical  manager 
of  Lilly's  Internet  Services  Group,  is  reluctant  to  put  a  dollar 
value  on  the  company's  intranet.  "We  can  reach  around 
the  world  with  our  network  and  distribute  information 
that  keeps  everyone  up-to-date.  How  much  is  that  worth? 
I  don't  know,  but  I  do  know  it  is  worth  a  great  deal." 

For  any  knowledge-based  company,  the  best 
measure  of  the  value  of  an  intranet  is  how  well  it  allows 
employees  to  retrieve,  share  and  use  information.  Since 


SAP  INTRODUCES  INTRANET  PRODUCTS 

SAP,  headquartered  in  Walldorf,  Germany,  is  the  market 
leader  in  enterprise  software,  with  nearly  one-third  of 
the  $5.2  billion  market  for  client-server  enterprise 
applications.  SAP's  flagship  product,  R/3,  will  now 
include  Internet/intranet  application  components,  that 
provide  a  jump  start  into  new  markets  and  enhance 
business  opportunities  for  consumer-to-business, 
business-to-business  and  Internet  applications.  This 
new,  Web-enabled  version  of  R/3  will  serve  as  a 
foundation  for  genuine  business  on  the  Internet  or  on 
a  corporation's  intranet. 

In  September,  SAP  also  announced  that  it  would 
integrate  Microsoft  Merchant  System  with  R/3.  That 
means  businesses  will  now  be  able  to  add  merchandising 
and  transaction  capabilities  to  their  enterprise  R/3 
business  processes  to  develop  and  operate  a  fully 
enabled,  secure  Internet/intranet  commerce  site.  The 
combination  of  R/3  power  with  total  Web  capability 
could  change  the  nature  of  commerce  on  the  Net. 


Silicon  Graphics  uses  its  own  intranet  as  a  virtual 
laboratory  to  develop  both  hardware  and  software  to 
implement  clients'  intranets,  it  commissioned  Claremont 
Technology  Group,  Inc.,  a  leading  Internet/intranet 
consulting  firm,  to  conduct  a  study  to  see  just  how  SGI 
employees  were  using  Silicon  Junction.  Bottom  line, 
according  to  Mike  Graves,  SGI's  chief  information  officer, 
the  results  were  "nothing  short  of  astounding."  (See  the 
sidebar  on  page  1 6  for  a  summary  of  the  Claremont 
study.  For  a  complete  copy,  visit  the  HemNet  Web  site  at 
www.HemNet.com  or  call  1-800-636-8184,  Dept.  LS56.) 

What's  behind  successful  intranets  such  as  Eli  Lilly's  oi 
SGI's  own  Silicon  Junction?  According  to  SGI's  Craig,  two 
things  are  essential:  The  structure  of  the  intranet  must 
be  carefully  planned  and  maintained,  and  the  system 
needs  the  computing  muscle  to  deliver  information  and 
applications  to  users  when  they  need  it.  Depending  on 
the  size  of  the  company  and  the  complexity  of  the 
intranet,  that  might  mean  powerful  servers  that  can 
handle  hundreds  of  transactions  per  second. 

SGI  makes  a  variety  of  servers  and  workstations  for 
Web  development  and  serving.  The  WebFORCE  02  comes 
with  the  Cosmo  Web  development  tool  suite  for  HTML, 
VRML  and  Java  application  development— the  same  tools 
used  to  create  the  content  and  applications  for  Silicon 
Junction— and  a  powerful  Web  server.  The  WebFORCE 
Origin  200  can  handle  hundreds  of  Web  connections  per 
second;  the  Origin  2000,  with  up  to  128  processors  and 
multi-terabyte  storage  capacity  (a  terabyte  is  a  trillion 
bytes)  can  handle  the  most  demanding  intranets.  Every 
Silicon  Graphics  WebFORCE  server  comes  bundled  with 
the  applications  needed  to  create  a  powerful  intranet. 
Take  it  out  of  the  box,  plug  it  in  and  it's  ready  to  go. 
All  you  do  is  the  hard  part,  which  is  to  structure  the 
intranet  and  load  it  with  useful,  meaningful  content 
and  applications. 

Growing  and  Maintaining  an  Intranet- 
Computer  Associates 

If  an  intranet  is  to  yield  the  highest  return  on  investment 
in  time,  effort  and  capital  that  goes  into  it,  two  things 
are  necessary:  Of  primary  importance  are  applications 
that  take  full  advantage  of  the  intranet's  multimedia, 
interactive,  business-application  structure;  hardly  less 


For  more  on  intranets  visit  www.HemNet.com 
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essential  is  the  ability  to  control,  secure,  manage  and 
monitor  the  intranet.  Computer  Associates  has  developed 
advanced  products  to  address  both  needs. 

According  to  Marc  Sokol,  Computer  Associates'  vice 
president  for  advanced  technology,  successful  intranet 
applications  need  to  mimic  the  way  businesses  operate  by 
handling  complex,  multidimensional  problems,  which 
means  going  beyond  traditional  database  applications. 
Computer  Associates'  answer  is  Jasmine, 
an  object-oriented,  multimedia  database. 
Sokol  illustrates  its  power  this  way: 

"If  you  were  going  to  deal  with  a 
mortgage  in  a  traditional  database,  you 
would  have  to  break  out  each  individual 
piece  of  the  mortgage,  everything  from  the  information 
about  the  payment  structure  to  specifics  on  the  house 
and  the  real-estate  taxes.  Jasmine  supports  a  mortgage 
as  a  complex  object  in  the  database;  it  keeps  all  the 
information  together  as  a  single  object,  which  makes  it 
at  once  simpler  and  more  powerful." 

"Equally  important,"  Sokol  continues,  "traditional 
databases  work  in  what  I  call  a  'one-to-many' 
environment,  things  like  the  number  of  students  in  a 
class,  the  number  of  classes  that  a  professor  teaches  and 
so  on.  As  long  as  your  information  is  structured  that  way, 
a  traditional  legacy  relational  database  is  fine.  But  more 
and  more  business  applications  require  not  a  'one-to- 
many,'  but  a  'many-to-many'  relationship.  For  example, 
an  insurance  claim  relates  to  the  insurance  company  in 
many  complex  ways.  A  traditional  database  has  a  very 
hard  time  handling  that  simply  and  meaningfully.  The 
elements  of  an  object  database  can  incorporate  that 
complexity  because  they're  modeled  on  real-life  objects, 
not  bits  of  isolated  information  in  a  database." 

The  kinds  of  business-oriented  applications  that 
Jasmine  makes  possible  can  put  a  corporation's  intranet 
at  the  center  of  its  operations.  That  makes  management 
and  control  of  the  intranet  absolutely  essential. 
Computer  Associates  has  a  product,  Unicenter®  TNG™, 
which  provides  managers  with  a  three-dimensional  view 
of  how  their  intranets  are  working  and  how  they  relate 
to  their  own  business  operations;  Unicenter  goes  well 
beyond  typical  intranet  management  software. 

"Large  enterprise  systems  are  usually  managed 
horizontally,"  Sokol  says.  "Someone  manages  the 


network,  someone  manages  the  servers,  someone 
manages  the  databases  and  someone  else  manages  the 
business  applications,  such  as  a  payroll  or  manufacturing 
application.  Business,  of  course,  doesn't  work  horizontally; 
it  works  vertically.  If  I'm  a  payroll  manager,  for  instance, 
all  I  care  about  is  if  my  payroll  system  is  up  and  running. 
If  something  breaks  down  anywhere  along  the  line,  in  the 
network,  in  the  servers,  in  the  database,  I  can't  work.  On 


the  other  hand,  if  the  network  is  down  only  for  the  order- 
entry  people,  as  the  payroll  manager,  I  don't  really  care. 

"Unicenter  TNG  provides  a  vertical  view  of  the 
system,"  Sokol  explains,  "and  it  does  it  with  terrific 
graphics  that  can  actually  present  a  view  of  the  city  I'm 
operating  in  and  the  particular  buildings  that  house  my 
system.  It  offers  a  top-down  view.  In  other  words,  I'll  see 
either  a  green  light  or  a  red  light  on  my  particular 
enterprise,  depending  on  whether  it's  working  or  if 
there's  a  problem.  If  I  see  a  red  light,  I  can  drill  down  to 
each  level— network,  server,  application  and  so  on— to 
see  where  the  problem  is.  And  when  I  find  the  level  with 
the  problem,  I  can  drill  down  to  the  specific  component 
that's  causing  the  problem,  maybe  a  network  hub  in 
Toledo  or  Paris,  and  go  and  fix  exactly  what's  wrong. 

"Unicenter  TNG  brings  to  the  control  of  the  system 
the  same  kind  of  business-process  approach  that  Jasmine 
brings  to  developing  database  applications.  They  both 
leverage  technology  for  real-world  business  use." 

A  Super  Hero  Restores 

the  Numbers  to  the  People — 

Hyperion's  Spider- Man 

Delivering  complex  information  to  different  end-users  in 
a  timely,  easy-to-use  way  with  client/server  applications 
can  be  a  daunting  task:  When  the  information  changes 
on  the  fly,  the  task  can  take  on  superhuman  proportions. 
Perhaps  that's  why  Hyperion  Software  named  its  new 
intranet  product  Spider-Man.  Hyperion  has  long  been  the 
leader  in  financial  software,  supplying  applications  for 
accounting,  multisource  consolidation,  business  analysis 


Successful  intranet  applications  need  tc 
mimic  the  way  businesses  operate. 


For  more  on  intranets  visit  www.HemNet.com 
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Are  we  happy  with  our 
global  SAP  implementation? 


You  bet  your  2/\^f  h  (D/H?  we  are- 


rr 


—Kathleen  Cote,  CEO, 
Computervision  Corporation. 


"After  all,  SAP  software  has  helped  us 
become  the  ninth-largest  software 
company  in  the  world. 

"Especially  impressive  since 
we  were  a  hardware  company 
when  we  started  looking  for  a 
new  system. 

"In  1992,  we  had  come  to  the 
realization  that  our  business  processes 
needed  major  streamlining.  That  our 
technology  infrastructure  was  far  too 
complex  and  inefficient.  And  that  we'd 
never  be  able  to  grow  or  change  our 
business  model  fast  enough  as  a  result. 

"We  looked  for  a  solution  that  would 
give  us  the  flexibility  and  efficiencies  we 
so  obviously  needed.  Since  we  were 
already  a  global  company,  it  also  had  to 
handle  multiple  currencies  and  languages. 

"And  SAP  was  and  is  the  only  business 
software  company  with  a  solution  that 
does  it  all. 

"In  fact,  not  only  have  we  implemented 
their  R/3  system  in  18  subsidiaries  with 
25  different  currencies  and  data  in  thirteen 
languages.  SAP  even  worked  with  us  to 
develop  a  unique  single  database  that 
contains  our  Japanese  data  in  Kanji  and 
Katakana,  for  seamless  integration  between 


More  than  6,000  companies  are  currently  working  better  with  SAP  business  process  software.  To  find 

out  how  your  company  can  join  them,  call  1-800-283-1SAP.  Or  visit  us  at  http://www.sap.com.    C*Ti'  mtt 

A  Belter  Return  On  Information.' 


our  Japanese  subsidiary  and  the  entire 
enterprise. 

"And  when  we  changed  our 
business  model  from  a  hardware 
company  to  a  software  and  services 
company  in  1993,  we  reconfigured 
our  SAP  system  over  the  course  of 
a  weekend.  You  can't  get  more 
flexible  than  that. 

"Over  a  three-year  period  of 
worldwide  implementation,  we 
average  more  than  a  module  per 
country  each  month.  Leveraging  our 
own  people  with  consultants,  we've 
kept  consulting  costs  down  to  73  cents 
for  every  software  dollar.  And  we've 
gone  from  running  123  home-grown 
applications  on  400  minicomputers  to 
running  a  handful  of  applications,  including 
R73,  on  only  40  servers  and  minicomputers. 
"More  importantly,  the  entire 
implementation  has  paid  for  itself. 
We've  more  than  recovered  our 
investment  through  savings  in 
Distribution,  Finance  and 
Administration,  and  IT.  All  of 
I  which  were  critical  to  our 
changing  businesses. 
"All  I  can  say  is,  ^Bf  £>  L v  1 " 


All  SAP  references  herein  are  the  registered  or  unregistered  trademarks  of  SAP  AG.  All  other  products  or  companies  mentioned  in  this  advertisement 
may  be  the  registered  or  unregistered  trademarks  of  their  respective  companies  and  are  hereby  acknowledged.  Copyright  1996  SAP  America.  Inc 
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and  planning  and  budgeting  to  more  than  3,000 
companies,  including  50%  of  Fortune  500  companies. 
The  company's  innovative  Spider-Man  product  is  the 
first  to  deliver  that  information  in  highly  usable, 
customizable  reports  directly  to  users'  desktops  via 
corporate  intranets.  It  significantly  speeds  delivery  of 
financial  information  and  increases  the  number  of  users 
who  can  conveniently  access  key  corporate  data. 

"When  I  was  first  in  charge  of  a  business  unit  20 
years  ago,  I  was  in  charge  of  everything  about  that  unit, 
including  my  own  numbers,"  recalls  Hyperion  President 
and  COO  Peter  DiGiammarino.  "The  more  successful  I 
got,  the  farther  I  got  from  my  own  numbers,  until  I  had 
to  literally  beg  and  plead  on  a  weekly  basis  for  the 
information  I  needed.  Spider-Man  reverses  that  trend.  It 
makes  it  easy  and  convenient  to  see  financial  reports 
virtually  as  the  numbers  happen,  in  as  much  or  as  little 
complexity  as  you  need.  What  that  means  is  people,  even 
at  the  highest  levels,  can  stay  close  to  the  actual  numbers 
that  define  their  business  on  a  day-to-day  basis." 

Paul  Burmeister,  vice  president  of  finance  in  the 
office  of  the  CFO  at  Fidelity  Investments,  puts  it  this  way. 
"Spider-Man  allows  us  to  use  standard  intranet  delivery 
tools  to  deliver  key  financial  reports  right  to  executives' 
desktops.  But  these  reports  are  even  more  powerful  than 
their  paper  analogs  because  executives  can  drill  down,  if 
they  choose,  to  get  as  much  detail  as  they  need." 

Burmeister  says  Spider-Man  has  already  changed  the 
way  Fidelity's  executives  prepare  for  meetings,  because 
they  get  key  data  much  sooner.  "Spider-Man  eliminated 
the  time  it  would  have  taken  us  to  develop  an  intranet 
delivery  mechanism  for  financial  reports.  Our  total 
development  time  was  about  as  long  as  it  took  to  take 
the  shrink-wrap  off  our  copy  of  Spider-Man,  plus  a  little 
time  learning  to  use  it." 

Hyperion's  DiGiammarino  points  to  another 
advantage  of  Spider-Man.  Because  it's  so  easy  to  use,  it 
eliminates  an  entire  layer  that  used  to  stand  between 
financial  reports  and  the  people  who  need  to  use  them. 
Before  Spider-Man,  you  typically  needed  information 
technology  people  and  financial  experts  to  pull  the  data, 
format  it  properly  and,  in  all  likelihood,  go  through 
several  iterations  before  a  useful  report  could  be 
generated.  With  Spider-Man,  the  end  user  does  it  all 
almost  effortlessly.  And  when  information  is  easy  to 


access,  it's  more  likely  to  be  used.  Michael  Gower,  associate 
chief  financial  officer  of  Duke  University's  Medical  Center 
and  Health  Systems,  expects  Spider-Man  to  cut  costs  and 
cut  the  time  it  takes  to  deliver  financial  information  to 
senior  staff.  "People  will  find  it  a  friendlier,  easier  way  to 
retrieve  financial  information,  which  means  that 
information  will  be  more  widely  used,"  Gower  claims. 
And  for  a  billion-dollar  health  care  business,  that  could 
translate  into  critical  cost  savings  and  efficiencies. 


THE  POSITIVE  IMPACT  OF  AN  INTRANET 

Claremont  Technology  Group,  Inc.,  which  provides 
information  technology  planning,  systems  integration 
and  development  and  outsourcing,  studied  how  three 
companies  use  intranets  as  competitive  tools.  They 
chose  Silicon  Graphics  as  one  of  their  subjects  because 
of  SGI's  highly  entrepreneurial  spirit  and  established 
worldwide  intranet. 

Claremont  found  that  "Silicon  Graphics'  use  of 
intranet  technology  has  significantly  increased  its 
effectiveness  as  a  global  organization." 

£  Improved  Productivity 

•  63%  use  the  intranet  to  obtain  information 
required  for  their  jobs 

•  92%  of  users  consider  the  information  they 
obtain  using  the  intranet  accurate 

•  85%  consider  it  timely 

•  85%  consider  the  intranet  easy  to  use 

•  Time  to  sign  up  new  employees  for  office  and 
communications  services  was  reduced  from  2 
hours  to  15  minutes 

•  Time  to  process  non-manufacturing  purchase 
requisitions  was  reduced  from  three  weeks  to 
five  days. 

0  Strengthened  Teamwork  Across  Boundaries 

•  61%  of  users  performed  collaborative  work 
through  the  intranet 

^  Timely,  Less  Expensive  Training 

•  On-line  training  resulted  in  estimated  savings 
of  $150  per  person  plus  enhanced  worldwide 
availability  of  training  materials 

•  Generating  savings  of  $16,500  per  month, 
expected  to  increase  to  $30,000  per  month 

For  the  complete  Claremont  study  of  Silicon  Graphics' 
intranet,  visit  "The  Connected  Company"  Web  site  at 
www.HemNet.com,  or  Claremont  Technology  Group's 
Web  site  at  www.clrmnt.com  or  call  1-800-636-8184, 
Dept.  LS56. 


For  more  on  intranets  visit  www.HemNet.com 


1:15  a.m. 
he's  prowling  the  net. 
At  1:23  he  crosses  your  firewall, 
just  for  kicks. 
In  the  next  20  minutes, 

r 

he  destroys  350  critical  files, 
shutting  down  your  entire  inventory  system. 
8:30  a.m.  he's  sound  asleep. 
Your  company's  crippled. 
Have  a  nice  day. 

You  can  stop  him  with  CYBERSHIELD,™  a  secure  internet  solution 
from  Data  General.  CYBERSHIELD  combines  Data  General's  DG/UX®  B2  Security 
Option  with  technology  from  BDM  International  and  applications  from  Oracle 
and  Open  Market.  Your  company  can  run  enterprise-wide  applications 
and  conduct  transactions  over  the  Internet  and  Intranet  with 
the  highest  level  of  security  currently  available. 
Contact  Data  General  and  learn  how  you  can  keep 
"him"  from  crippling  YOUR  business 
whether  he's  outside  or  inside  your  company. 

And  really  do  have  a  nice  day 
www.dg.com 

DG/UX  is  a  registered  trademark  and  Netward  is  a  trademark  of  Data  General  Corporation.  CYBERSHIELD  is  a  trademark  of  BDM 

International..  ©  Data  General  Corporation  1996. 
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Cabletron — 

The  Intranet  Foundation 

There  can  be  a  real  downside  to  relying  on  intranets  for 
business-critical  applications,  however:  If  the  intranet 
doesn't  work,  neither  does  the  business.  As  intranets 
become  increasingly  integrated  into  business  structures, 
the  infrastructures  they  depend  on  become  as  critical . 
as  the  phone  or  electric  systems.  Cabletron  builds  those 
infrastructures. 

Chris  Oliver,  Cabletron's  chief  technology  officer  and 
head  of  engineering,  likens  the  systems  Cabletron  makes 
to  a  fully  integrated  transportation  system.  "Cabletron 
doesn't  build  the  cars  and  trucks  and  airplanes.  We  build 
the  road,  the  airports  and  the  air-traffic  control  system." 
That  transportation  system  is  what  lets  users  on  intranets 
exchange  virtually  unlimited  information,  without  ever 
thinking  about  how  each  piece  gets  to  its  destination. 

The  last  generation  of  computer  networks  relied  on 
devices  called  routers  to  transport  information.  But 
routers,  which  have  limited  capacity,  are  inherently  slow; 
intranets,  especially  large,  busy  intranets,  that  rely  on 
them  are  asking  for  trouble.  Cabletron  provides  switches 
that  easily  manage  many  times  the  volume  of  information 
that  would  swamp  the  older  routers,  and  they  handle 
that  information  much  faster.  Cabletron's  switch 
technology,  which  it  calls  SmartSwitching,  is  compatible 
with  the  older  routers,  so  customers  can  use  them  to 
improve  the  performance  of  older  networks  while  they 
migrate  to  the  new,  virtual  networks  that  heavy-duty 
intranets  require. 

The  switches  that  Cabletron  provides  are  just  part  of 
its  total  intranet  solution.  If  the  switches  provide  the 
roadway  for  the  system,  Cabletron's  switch  management 
tools,  collectively  called  SecureFast  and  Spectrum,  serve  as 
the  traffic  lights,  signposts  and  policemen  of  the  Web. 
"It's  not  enough  to  invest  in  intranet  technology  and  the 
network  to  run  it  on,"  says  Cabletron's  Chris  Oliver.  "You 
must  have  a  management  system  that's  designed  to  put 
business  managers— not  information  technology 
specialists— in  charge  of  their  intranets."  SecureFast  and 
Spectrum  provide  a  rich  visual  interface  that  "humanizes" 
the  complexity  of  this  technology,  to  use  Oliver's  term. 
Cabletron  software  not  only  invisibly  manages  the  complex 
operations  of  an  intranet,  it  also  measures  the  efficiency 
of  that  system  and  serves  as  a  business  management  tool. 


Despite  their  power  as  network  management  tools, 
Oliver  says  that  SecureFast  and  Spectrum  are  very  user- 
friendly.  "They  let  you  observe  how  your  people  are 
actually  working  on  the  intranet  and  how  the  systems  are 
working,"  Oliver  explains.  "Intranet  technology  is  so  vast 
it  can  threaten  to  distance  managers  from  the  actual  work 
their  people  do  on  it.  Cabletron's  management  software 
reverses  that  trend  and  puts  them  back  in  charge." 

Achieving  Business-Critical  Reliability— 
Sprint  Intranet  Solutions 

When  intranets  operate  strictly  within  a  company  and 
in  a  single  location,  they  generally  operate  over  the 
company's  local  area  network  (LAN)  on  internal  wires. 
Capacity,  speed  and  reliability  are  limited  only  by  the 
network,  and  security  is  not  much  of  a  problem.  Many 
companies,  however,  actually  use  the  Internet  as  the 
roadway  for  their  geographically  distributed  intranets. 
Once  they  do,  their  intranets  become  bound  by  the 
limitations  of  the  Internet,  limitations  caused  by  the 
explosion  of  traffic  on  various  public  networks,  in 
addition,  when  intranets  use  the  Internet,  security 
becomes  a  major  concern. 

Sprint  has  a  solution.  The  company,  which  handles 
more  Internet  traffic  than  anyone  else— 60%  of 
international  and  40%  of  domestic  traffic  for  the  Internet 
is  carried  by  the  Sprint  system— has  developed  a  parallel 
network,  dedicated  solely  to  intranet  traffic,  to  address 
the  issues  of  speed,  reliability  and  security  for  large 
corporate  intranets.  It  uses  the  same  fiber  optics  and 
advanced  technology  that  Sprint  pioneered  and  that  has 
made  Sprint  the  most  reliable  Internet  provider  in  the 
world.  (Employees  of  the  consulting  firm  that  developed 
ARPANET,  the  prototype  for  the  Internet,  for  the 
Department  of  Defense  in  the  1960s,  subsequently 
founded  Telenet  Communications  Corporation,  which 
later  became  part  of  Sprint.) 

Sprint  Vice  President  of  Product  Management 
Dominick  DeAngelo  explains  that  companies  that  depend 
on  the  Internet  backbone  network  for  their  intranets 
have  to  make  do  with  the  Internet's  "best-effort" 
limitations,  worldwide.  "For  business-critical  applications, 
'best  effort'  isn't  good  enough,"  DeAngelo  says.  "Anyone 
who's  used  the  Internet  knows  that  it  can  be  pretty  slow 
at  times,  and  if  you  use  the  Internet  for  E-mailing,  the 


for  more  on  intranets  visit  www.HemNet.com 
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message  may  not  arrive  on  time; 
n  fact,  it  may  not  arrive  at  all.  To 
Drovide  our  business  customer  with 
:he  best  service  possible  for  their 
:ritical  applications,  we've  replicated 
he  technology  we  use  for  the 
nternet  and  dedicated  it  exclusively 
o  business  applications.  It's  totally 
eparate  from  the  Internet.  Since  we 
nanage  the  network  end-to-end,  we 
:an  add  capacity  when  necessary.  We 
hink  for  intranets  that  handle  really 
nission-critical  applications,  this  is  the 
>est  way  to  go." 

Sprint's  dedicated  intranet 
letwork  also  has  more  security 
>ptions  than  solutions  that  depend 
>n  the  public  Internet.  That's  not  to 
ay  that  intranets  using  Sprint's 
ystem  are  immune  to  security 
iroblems.  Firewall  protection, 
irovided  by  Sprint  or  by  the  client,  is 
till  necessary,  and  security  measures 
iehind  the  firewall  are  still  needed  to 
nake  sure  only  authorized  people 
vithin  the  company  can  use  its  intranet.  But  since  there's 
io  connection  to  the  public  Internet,  the  system  is  much 
hore  secure. 

At  the  same  time,  end  users  can  gain  access  to  the 
iternet  by  using  a  separate  set  of  passwords  that  Sprint 
an  provide.  That  means  companies  can  still  enjoy 
nlimited  access  to  the  Internet,  but  run  their  intranets 
n  a  system  that  offers  much  greater  reliability,  speed 
nd  security. 

ntranets  Are  Changing  the  Way 
business  Works 

that's  ahead  for  intranets?  As  this  report  went  to  press, 
ew  York  management  consultants  Alexander  &  Associates 
jported  that  70%  of  the  ClOs  and  senior  IT  managers 
ley  surveyed  say  their  companies  will  be  operating 
ltranets  within  three  years.  That's  up  from  46%  today, 
'urthermore,  they  expect  the  number  of  applications 
eing  run  on  intranets  will  double.  That's  one  of  the 
:astest  rates  of  adoption  for  any  business  technology. 


Intranet 
Success. 


Template  Technology  Delivers  Robust, 
Enterprise-wide  Business  Solutions  in 
1/2  the  Time  with  1/3  the  Resources! 


Call  1-800-4TEMPLATE 
or  visit  www.template.com 


Template 

SOFTWARE 


Changing  the  Way  the  World  Delivers  Business  Solutions. 


Clearly,  intranets  will  change  the  way  businesses  use  and 
disseminate  information.  Will  the  tremendous  explosion 
of  information  and  its  broad  dissemination  change  its 
value,  even  lower  its  worth,  in  the  U.S.  economy?  Will 
the  ease  with  which  intranets  create  virtual  communities 
change  the  way  employees  relate  to  their  companies? 
Will  the  cultural  changes  intranets  foster  make  companies 
easier  or  harder  to  manage?  We'll  continue  to  examine 
these  and  other  implications  of  the  profound  changes 
intranets  are  producing  in  the  workplace  on  our 
Web  site,  www.HemNet.com. 
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Can  we  get  dynamic  Intranet  access? 
Can  users  navigate  quickly,  intuitively? 
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Hyperion  Software  offers  the  most  "can  do"  financial  management  solutions- 
accounting,  budgeting,  reporting  and  analysis.  Now,  with  the  availability  of  our 
new  Spider-Man  Intranet  application,  users  have  dynamic,  interactive  access 
to  all  Hyperion  solutions  through  standard  web  browsers  and  the  Internet. 

Providing  intelligent  access  to  reports  and  charts  from  Hyperion's  product 
suite,  our  Spider-Man  application  makes  it  easy  for  users  to  navigate  through, 
analyze  and  report  against  your  critical  information.  And  our  new  information 
access  solution  fully  leverages  our  Common  Data  Access  (CDA)  technology. 

Integration  with  other  web  sites  is  possible  by  incorporating  other  Internet 
applications  directly  with  the  Spider-Man  application.  In  addition,  hotlinks  can 
be  made  to  other  web  sites  and  you  can  write  and  include  your  own  Java  applets. 

More  than  2,700  companies  are  working  and  winning  with  Hyperion  Software 
right  now.  A  strong,  proven  record  of  financial  applications  expertise  has  earned 
us  credibility  and  valued  relationships  with  CFOs,  Corporate  Controllers,  ClOs, 
and  their  staffs. 

Can  Hyperion  Software  really  deliver  this  latest  advancement  in  technology 
NOW? 

YES!  Contact  us  to  find  out  how.  And  visit  our  site  on  the  World  Wide  Web 

at  http://www.hysoft.com. 

1-800-286-8000 

info@hysoft.com 
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What's  the  difference  between  designer  jeans  and  ordinary  jeans? 
The  label— and  $100. 

A  lifestyle  in  a  label 


By  Joshua  Levine 


Donna  Karan  will  spend  $20  million  to  flog  its  DKNY  jeans  next  year 
"It's  really  all  showbiz." 


Designer  blue  jeans  are  back.  Sales 
of  $50-a-pair  Calvin  Klein  jeans  have 
shot  from  $59  million  in  1993  to 
$361  million  last  year,  and  they  are 
headed  for  $500  million.  The  Klein 
name  is  on  top,  but  it  is  no  longer 
unchallenged.  Ralph  Lauren  and 
Tommy  Hilfiger  jumped  into  the 
market  this  year  with  products  priced 
at  $48  and  $50,  respectively. 

Even  couturiers  like  Gianni  Ver- 
sace, Dolce  &  Gabbana,  Todd 
Oldham  and  Moschino  have  started 
slumming  in  the  denim  market 


within  the  past  two  years.  Saks  Fifth 
Avenue  stocks  jeans  made  by  Gianni 
Versace,  Christian  Lacroix,  Romeo 
Gigli,  Moschino  and  Katharine  Ham- 
nett,  at  prices  ranging  anywhere  from 
$120  to  $200. 

All  this  when  you  can  get  a  virtual- 
ly indistinguishable  product  from 
Levi  Strauss  or  Wrangler  for  just  $20 
a  pair.  Who's  buying  this  stuff? 
Women  18  to  30  years  old,  of  course; 
but  also  grayer,  plumper  folks  who 
want  to  look  young  and  affluent  at 
the  same  time. 


Yesterday's  utility  is  today's  fashion 
statement.  Diesel  has  added  extra 
material  in  the  rump  of  one  of  its 
nine  jeans  styles  on  offer  in  its  new 
New  York  store;  Diesel  calls  this  the 
"anti-fit."  It  traces  back  to  Gold 
Rush  miners  squatting  on  their 
haunches  all  day  long  panning  for 
gold,  and  needing  a  little  extra  room 
in  the  seat.  The  visible  rear-end  sag 
when  the  miner  walked  into  the 
saloon  was  not  a  fashion  statement.  It 
is  now. 

Nor  did  the  whiskered,  grimy 
miners  expect  in-store  deejays  in 
wraparound  shades  to  spin  thumpy 
dance  music  when  they  shopped.  But 
then  they  weren't  paying  upwards  of 
$100  a  pair  as  the  customers  are  at 
Diesel  USA. 

"Our  designer  jeans  business  has 
been  explosive,"  says  Mark  Shulman, 
executive  vice  president  at  Stage 
Stores,  Inc.,  a  chain  of  324  stores  that 
brings  big  name  brands  to  small 
towns  in  20  states.  Last  year  the  chain 
sold  $  1  million  worth  of  Calvin  Klein 
jeans;  this  year  it  expects  to  sell  $8 
million.  Its  Polo  business  will  log  $3 
million  its  first  year.  The  loser?  Ven- 
erable $20-a-pair  Lee  jeans,  which 
many  of  Stage  Stores'  outlets  have 
stopped  carrying. 

Shulman  says  that  he  knew  design- 
er jeans  would  be  a  big  part  of  his 
business  when  he  made  a  presenta- 
tion to  Prudential  Insurance  during  a 
road  show  in  July  for  the  company's 
initial  public  offering.  "We  were 
wearing  suits.  But  every  guy  in  the 
room  wore  designer  jeans,"  says 
Shulman. 

Even  Francois  Girbaud  is  flabber- 
gasted by  the  new  popularity  of 
designer  jeans.  Francois  Girbaud 
pretty  much  invented  "fashion"  jeans 
in  1964  when,  looking  for  a  way  to 
render  Wrangler  jeans  more  supple 
for  his  Paris  clients,  he  dropped  a 
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pumice  stone  into  the 
washing  machine  of  the 
Blanchisserie  St.  Jean. 
Voila!  Stone-washed 
jeans  were  instantly 
worth  double  the  retail 
price  of  ordinary  denim 
jeans,  even  though  Gir- 
baud  was  making  it  less 
durable.  "One  day  you 
are  doing  your  nails  with 
these  stones,  the  next  I 
am  sending  the  jeans  all 
around  the  world.  It  was 
ridiculous,"  says  Gir- 
baud,  who  licensed  his 
Marithe  and  Francois 
Girbaud  line  to  Wrangler 
manufacturer  Bluebell 
Corp.  in  1982. 

Soon  after  coming  to 
the  U.S.  in  1971,  Gir- 
baud made  his  second 
major  contribution  to 
the  denim  revolution. 
"We  put  our  label  on  the 
fly."  Would  people  really 
wear  labels  on  the  out- 
sider They  would,  and 
they  do. 

"The  whole  thing  is  just 
a  marketing  machine," 
marvels  Girbaud,  whose 
small  line  of  jeans  has  been 
buried  by  the  much  bigger 
labels.  "They  don't  design 
a  product  anymore.  They 
design  a  lifestyle  and  put  a 
name  on  it — just  like  per- 
fume. It's  absolutely 
fascinating." 

Fascinating  and  im- 
mensely profitable. 


A  few  of  the  haute  couture  labels  lookin 
to  profit  in  the  pricey  jeans  market 
"Every  designer  in  the  world  has 
entered  the  jeans  business,  and 
they're  all  fighting." 


Which  is  why  Calvin  Klein  spends 
around  $20  million  a  year  on  adver- 
tising its  jeans  in  the  U.S.  "It's  really 
all  showbiz,"  says  Donna  Karan 
International  President  Stephen 
Ruzow.  "Calvin  comes  in  with 
[supermodel]  Kate  Moss — who  are 
we  going  to  get?" 

The  fashion  magazines  are  enjoy- 
ing every  minute  of  this  frenzy.  Elle 
Group  publisher  Carl  Portale  says 
Hachette's  Elle  magazine  ran  60 
pages  of  advertising  for  designer  jeans 
in  1995 — and  expects  to  log  close  to 
100  pages  this  year,  and  perhaps  140 
pages  in  1997.  Chuckles  Portale, 
"Every  designer  in  the  world  has 
entered  the  jeans  business,  and 
they're  all  fighting  for  the  same  slots 
in  the  magazine." 

Manufacturing  costs  for  jeans  run 
from  about  $8  for  the  cheapest  pair 
to  around  $15  for  the  top  of  the  line. 
The  quality  and  weight  of  the  fabric, 
the  wash  and  the  construction 
account  for  some  of  the  differences  in 
manufacturing  cost.  But  when  all  is 
said  and  done,  blue  jeans  are  still  just 
blue  jeans.  "Around  here,  we  call 
them  soybeans,"  says  Harry  Bernard, 
a  principal  in  the  San  Francisco-based 
apparel  consulting  firm  Colton 
Bernard.  "I  defy  you  to  find  two  pairs 
of  jeans  from  any  place  in  the  world 
and  tell  me  the  difference." 

Increasingly  the  difference  comes 
down  to  the  little  details,  like  rivets. 


Rivets  on  Ermenegildo  Zegna  jeans, 
for  example,  have  a  barely  visible  Z 
on  them.  Zegna  jeans  pockets  are 
lined  in  stripes,  not  in  white.  "It 
looks  very  nice,"  comments  a  Zegna 
spokeswoman. 

The  consumer  pays  dearly  for  these 
discreet  distinctions.  A  pair  of  Zegna 
jeans  retails  for  around  $135.  Of  diat, 
Zegna  gets  $65.  Its  own  cost  is  about 
$20,  leaving  it  with  a  gross  profit  of 
$45  per  pair.  Though  Zegna's  "gen- 
tlemen's jeans"  make  up  5%  of  its 
$100  million  U.S.  revenues,  a  good 
part  of  that  flows  to  the  bottom  line. 
Designer  jeans  account  for  about  $1 
billion  of  the  $7  billion  U.S.  jeans 

"They  don't  design 
a  product  anymore," 
says  Francois  Girbaud. 
"They  design  a  lifestyle 
and  put  a  name  on  it — 
just  like  perfume." 


market,  but  they  contribute  a  dispro- 
portionate part  of  the  profit. 

Veterans  in  the  business  remember 
how  quickly  the  designer  jeans  phe- 
nomenon flashed  and  faded  in  the 
early  1980s.  Designer  jeans  brands 
from  that  era,  like  Sasson,  Gloria 
Vanderbilt  and  Jordache,  are  almost 
forgotten  today.  Michelyn  Camen,  an 
apparel  marketing  consultant  who 
helped  launch  Todd  Oldham  jeans, 
has  already  moved  on  and  is  ready  to 
catch  the  next  big  image  wave  in  the 
rag  trade.  Which  is?  "Shoes,"  says 
Camen.  Hi 
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Searching  for  an  issue,  an  ambitious  politician 
decides  her  state's  pension  plan  needs  reforming. 
Too  bad  for  the  pension  plan. 

Unintended 
consequences 

By  Graham  Button 


"President  Clinton  and  I  are 
behind  you  100%,"  gushed  Vice 
President  Albert  Gore  Jr.  before  a 
crowd  at  Delgado  Community 
College  in  New  Orleans  in  late 
September.  A  month  later  the 
President  himself  was  in  Louisiana 
embracing  the  object  of  Gore's 
attentions.  She  is  Mary  Landrieu,  a 
former  Louisiana  state  treasurer  and 
now  a  Democratic  candidate  for  the 
U.S.  Senate. 

Al  Gore  told  the  Delgado 
Community  College  audience  that 
"Landrieu  has  earned  a  national  rep- 
utation for  fiscal  management.  She 
was  reinventing  government  before 
reinventing  government  was  cool." 
He  may  regret  the  testimonial.  In 
the  final  days  of  running  against  a 
Louisiana  state  representative, 
Republican  Louis  (Woody)  Jenkins, 
Landrieu  is  watching  her  reputation 
for  fiscal  management  unravel.  She 
has  also  proven,  once  again,  that  pre- 
cipitate action  by  politicians  in  the 
financial  markets  is  almost  never  a 
good  iciea. 

Landrieu,  40,  is  the  daughter  of 
Moon  Landrieu,  New  Orleans'  mayor 
in  the  1970s  who  went  on  to  serve  as 
Secretary  of  Housing  &  Urban 
Development  under  Jimmy  Carter.  In 
1987  Mary  Landrieu  was  elected  state 
treasurer  and  by  the  early  1990s  was 
pushing  a  "reform"  plan  that  would 
give  her  more  influence  over  the 
investment  programs  of  Louisiana's 
statewide  retirement  systems.  Look- 
ing for  an  issue  to  exploit,  she  fell 
upon  the  Louisiana  State  Employees' 
Retirement  System,  known  as 
Lasers — which  later  would  figure  into 
her  run  for  governor  in  1995. 

As  of  March  1992  Lasers  had  $2.8 
billion   in   state  pension  moneys 


invested,  most  of  that  with  outside 
managers.  But  there  was  an  in-house 
account  with  $586  million  in  it.  This 
money  was  managed  by  a  state 
employee  named  Vernon  Strickland, 
a  soft-spoken  Louisiana  native. 

Stricldand  was  investing  most  of 
his  Lasers  money  in  collateralized 
mortgage  obligations  (CMOs).  These 
interest-sensitive  and  highly  volatile 
investments  were  all  the  rage  in  the 
late  1980s.  By  March  1992  they 
made  up  97%  of  the  portfolio. 

Strickland's  portfolio  was  fairly 
well  balanced  between  cmo  instru- 
ments that  would  rise  in  value  if 
interest  rates  fell,  and  those  that 
would  rise  in  value  if  interest  rates 
rose.  There  was  a  slight  bias  toward 
falling  rates,  and  this  was  a  good  bet. 
In  the  12  months  through  March 
1992  Strickland  produced  a  return 
of  17%  on  the  Lasers  money  he  ran, 
malting  him  Lasers'  top-performing 
fixed-income  manager.  He  did  most 
of  his  trading  through  Houston - 
based  mmar  Group,  a  smallish  firm 
that  dealt  in  the  secondary  market 
for  CMOS.  Strickland  says  MMAR  got 
him  the  best  prices. 

Mary  Landrieu  first  learned  of 
Strickland's  heavy  exposure  to  CMOS 
in  late  1991.  She  didn't  know  much 
about  CMOs,  but  she  did  sense  the 
potential  to  make  headlines  as  a 
financial  reformer — rather  as  Calif- 
ornia's former  Insurance  Commis- 
sioner John  Garamendi  decided  to 
take  on  the  junk  bond  problem  in 
1991  by  forcing  insurer  Executive 
Life  to  purge  them  from  its  portfo- 
lio near  the  bottom  of  the  market 
(Forbes,  Mar.  14,  1994). 

An  ex  officio  member  of  the 
Lasers'  board,  Landrieu  demanded 
that  the  board  force  Strickland  to 


liquidate  his  CMO  portfolio.  In  April 
1992  the  board's  chairperson  duti- 
fully told  Strickland  to  unwind  the 
portfolio  in  an  "orderly"  fashion, 
without  booking  any  losses. 

This  proved  easier  to  order  than  to 
achieve.  Strickland  first  sold  off 
those  portfolio  components  that  had 
benefited  from  falling  rates  and  were 
worth  $35  million  more  than  he  had 
paid  for  them.  That  left  the  CMOS 
that  would  suffer  from  falling  inter- 
est rates  badly  exposed.  When  the 
Federal  Reserve  Board  cut  interest 
rates  in  July  1992,  these  securities 
took  a  serious  beating.  In  the  six 
months  through  March  1993  Lasers 
reported  losses  on  its  in-house 
account  of  $65  million. 

In  a  TV  interview  in  April  1993 
Landrieu  charged  that  the  Lasers  in- 
house  losses  were  "unnecessary"  and 
"due  to  poor  judgment" — meaning 
Strickland's  judgment,  not  hers.  A 
former  Lasers  insider  tells  Forbes: 
"The  idea  was  to  discredit  Vernon 
[Strickland]  so  that  she  [Landrieu] 
could  come  in  and  repair  things.  You 
turn  the  table  over,  you  pick  the 
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Al  Gore  and  Mary  Landrieu  on  the  campaign  trail  in  Louisiana 

In  spite  of  his  testimonials,  her  reputation  for  "fiscal  management"  is  unraveling. 


table  up  and  say,  'See,  I  fixed  it.'  " 

In  a  taped  telephone  conversation 
in  April  1993,  Thomas  Burbank, 
then  Lasers1  executive  director,  said: 
"She  [Landrieu]  is  making  a  run  at 
us.  She's  running  for  governor 
.  .  .  and  needs  an  issue." 

Landrieu  next  began  working 
behind  the  scenes  to  persuade  the 
Lasers  board  to  sue  mmar  Group, 
the  brokerage  firm  that  had  executed 
most  of  Strickland's  cmo  trades.  In 
the  fall  of  1993  Lasers  hired  a  New 
Orleans  law  firm,  McGlinchey 
Stafford  Lang,  to  assist  in  its  investi- 
gation of  MMAR.  McGlinchey  subse- 
quently chipped  in  $5,000  to  her 
gubernatorial  campaign  coffers. 

At  the  lawyers'  urgings,  Lasers' 
accountants  spent  more  than  two 
months  re-creating  Strickland's  CMO 
trading  profits  and  losses,  including 
the  $65  million  loss  that  he  incurred 
in  late  1992  and  early  1993.  At  the 
end  the  accountants  reached  a  star- 
tling conclusion:  For  the  three  years 


ended  June  30,  1993,  Strickland 
hadn't  lost  money  for  Lasers.  He  had 
actually  made  $15  million  on  his  CMO 
investing. 

Having  publicly  branded 
Strickland  a  money-squandering 
rogue  investment  manager,  how 
could  Landrieu  turn  back?  She 
pressed  ahead.  In  the  lawsuit  filed 
against  MMAR  in  November  1993, 
Lasers  claimed  that  MMAR  had 
defrauded  Lasers  by  $28.5  million, 
an  amount  that  equaled  the  commis- 
sions MMAR  had  made  in  its  dealings 
with  Lasers.  Last  November  a 
regional  disciplinary  panel  of  the 
National  Association  of  Securities 
Dealers  recommended  a  $14.5  mil- 
lion sanction  against  MMAR  and  five 
of  its  employees  for  charging  exces- 
sive commissions  to  Lasers  (Forbes, 
June  3). 

Landrieu  quickly  proclaimed  vin- 
dication. "I've  always  maintained 
that  this  firm  [mmar]  was  engaged  in 
a  rip-off  scheme,  and  this  ruling  says 


we  were  right,"  she  crowed  in  an 
interview  with  the  New  Orleans 
Times-Picayune.  In  a  statement 
issued  to  the  press  during  her  U.S. 
Senate  campaign,  she  announced 
that  she  had  "stood  up  for  the  tax- 
payers of  Louisiana  against  MMAR." 

But  in  a  ruling  released  on  Oct. 
22,  the  NASD's  National  Business 
Conduct  Committee  overturned  the 
regional  disciplinary  panel's  ruling 
and  exonerated  MMAR  of  all  alleged 
wrongdoing  in  its  dealings  with 
Lasers. 

After  Strickland  relinquished  con- 
trol of  the  in-house  portfolio  in  June 
of  1993,  there  was  more  bad  news 
ahead.  The  new  manager,  white- 
shoe  Trust  Co.  of  the  West,  soon 
began  using  CMOS  to  make  the  same 
kind  of  bet  on  declining  interest 
rates  that  Strickland  had  made. 

Unfortunately,  tcw's  timing  was 
not  as  good.  In  February  1994  the 
Federal  Reserve  raised  interest  rates 
and  by  the  end  of  the  year  Lasers' 
TCW  portfolio  had  losses  of  almost 
$50  million.  It  wasn't  until  October 
1995  that  the  portfolio  turned  the 
corner  into  the  black. 

Confronted  with  tcw's  poor  per- 
formance, Landrieu  began  some 
fancy  back  pedaling.  "You  have  to 
understand  that  I  am  the  state  trea- 
surer, I  have  a  billion  jobs  to  do," 
she  told  Forbes  in  an  interview  in 
December  1994.  "I  don't  know  any- 
thing about  the  new  firm  [tcw] 
that's  managing  this  money." 

The  story  gets  murkier.  Soon  after 
Landrieu  learned  of  tcw's  losses, 
James  Wood,  the  new  executive 
director  of  Lasers,  had  his  accoun- 
tants get  busy  preparing  a  report  on 
what  was  in  the  TCW-managed 
account,  and  how  its  managers  had 
managed  to  lose  so  much  money — 
for  the  18  months  ended  December 
1994  the  losses  totaled  some  $47 
million. 

The  presumption  was  that  a  hand- 
ful of  CMOS  that  tcw  had  inherited 
from  Strickland's  tenure  had  caused 
most  of  the  loss.  But  again,  the 
accountants  came  up  with  an  answer 
that  Landrieu  did  not  want  to  hear. 

Debra  Leffel,  the  Lasers  invest- 
ment officer  who  prepared  the 
report,  says  her  work  clearly  showed 
that  securities  purchased  by  TCW — 
not  Strickland — were  responsible  for 
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the  portfolio's  ballooning  losses. 
That,  says  Leffel,  was  the  "exact 
opposite"  of  what  Landrieu  and  oth- 
ers pushing  the  Lasers  lawsuit 
against  mmar  and  Strickland  expect- 
ed the  report  to  show.  Leffel:  "They 
wanted  to  see  how  much  they  could 
hang  on  him  [Strickland]  and  say 
how  good  TCW  had  been  doing." 

At  the  time,  Lasers  was  seeking 
court  permission  to  add  Strickland  as 
a  defendant  in  the  suit  against  mmar 


"And  he  said,  'Just  get  it  [the 
report]  off  your  computer.'  "  Leffel 
is  certain  that  the  order  to  delete  the 
computer  file  came  from  Wood,  and 
strongly  suspects  it  originated  with 
Landrieu.  Adams  didn't  return 
Forbes'  phone  calls.  Asked  about 
Leffel's  version  of  events,  Wood  says: 
"I  have  absolutely  no  knowledge  of 
anything  like  that  ever  occurring." 

In  October  Louisiana  Inspector 
General  William  Lynch  opened  an 


Former  Lasers  investment  officer  Vernon  Strickland,  with  friends 

Thanks  to  Landrieu,  he  became  a  poster  boy  for  derivatives  debacles. 


on  the  theory  that  Stricldand  and 
MMAR  had  engaged  in  a  fraudulent 
"pricing  scheme"  to  inflate  the  value 
of  Lasers'  in-house  portfolio.  Leffel's 
report  could  obviously  have  under- 
mined Lasers'  efforts  to  make  a 
scapegoat  of  Stricldand.  It  would 
also  be  another  embarrassment  for 
Landrieu. 

Curiously,  however,  Leffel's 
report  soon  disappeared.  Leffel  says 
she  turned  over  two  printed  copies 
to  her  superior,  Wade  Adams,  who 
delivered  at  least  one  of  them  to 
Lasers'  Wood,  who  was  reporting  to 
Landrieu  on  the  Lasers  lawsuit.  Later 
that  day,  says  Leffel,  Adams  came 
back  and  asked  if  she  had  printed  any 
more  copies. 

"I  told  him  no,"  recalls  Leffel. 


investigation  into  Leffel's  allegations 
about  what  happened  to  the  report. 

After  the  Leffel  report  exonerating 
Stricldand  from  mismanaging  Lasers' 
funds  disappeared,  Landrieu  contin- 
ued to  make  Strickland  her  whipping 
boy.  On  the  stump  in  March  1995, 
she  told  500  state  retirees  in  Baton 
Rouge  that  Strickland  and  MMAR 
"lost  $43  million  of  your  money." 
Asked  under  oath  in  October  1995 
whether  Lasers  had  made  or  lost 
money  as  a  result  of  its  dealings  with 
mmar,  Landrieu  was  more  circum- 
spect. "I  don't  know,"  replied 
Landrieu,  who  failed  to  make  the 
runoff  in  last  November's  guberna- 
torial race. 

Some  other  eggs  have  recendy 
landed  on  Landrieu's  doorstep.  In 


October  Louisiana  Legislative 
Auditor  Daniel  Kyle  released  a  criti- 
cal report  covering  investment  activ- 
ity in  a  $700-million-plus  bond 
portfolio  managed  by  the  state  trea- 
surer's office  under  Landrieu. 
Among  other  things,  Kyle  found 
that  the  fund's  manager,  Rodney 
Craig,  had  made  349  trades  in  1994 
alone — unusually  active  for  an 
account  emphasizing  capital  preser- 
vation. (Craig  recently  pleaded 
guilty  to  one  felony  count  for  falsify- 
ing his  credentials  when  he  applied 
for  a  job  with  the  state.) 

A  primary  beneficiary  of  this  fren- 
zied trading  was  the  brokerage  arm 
of  First  National  Bank  of 
Commerce,  a  unit  of  New  Orleans- 
based  First  Commerce  Corp.  First 
Commerce  Corp.  and  its  sub- 
sidiaries— along  with  its  officers, 
directors  and  their  families — have 
made  at  least  $39,000  in  contribu- 
tions and  loans  to  Landrieu  since 
1991 — fairly  big  money,  by 
Louisiana  standards.  East  Baton 
Rouge  Parish  District  Attorney 
Doug  Moreau  is  investigating 
whether  Craig  was  churning  funds 
to  generate  business  for  Landrieu's 
financial  backers. 

What  says  Mary  Landrieu  to  all 
this?  Busy  running  for  the  Senate, 
she  didn't  respond  to  written  ques- 
tions submitted  by  Forbes. 

Her  supporters  claim  she's  being 
attacked  for  political  reasons,  but  the 
point  of  this  story  is  not  whether 
Mary  Landrieu  is  fit  to  fill  a  U.S. 
Senate  seat.  Her  Republican  oppo- 
nent, Woody  Jenkins,  is  certainly  not 
without  warts:  The  Times-Picayune 
reported  that  during  the  height  of 
his  Iran-Contra  activities  in  1986, 
Oliver  North  arranged  a  $125,000 
donation  to  a  charity  controlled  by 
Jenkins  in  hopes  of  indirectly  helping 
the  Contra  war  effort  in  Nicaragua. 

The  charity,  Friends  of  the 
Americas,  also  reportedly  solicited 
donations  in  states  where  it  wasn't 
legally  registered.  And,  Jenkins  is 
taking  heat  for  having  had  tax  liens 
attached  to  a  TV  station  he  owns  in 
Baton  Rouge. 

The  point,  rather,  is  a  more  gener- 
al one.  It  is  this:  When  politicians 
rush  to  "reform"  something,  they 
usually  end  up  hurting  the  very  peo- 
ple they  claim  to  want  to  help.  Bl 
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As  Hong  Kong  prepares  to  rejoin  China, 

Henry  Fok  is  becoming  its  most  powerful  kingmaker. 

A  smuggler 
with  guanxi 


By  Justin  Doebele 

A  BIG  POLITICAL  question  for  Hong 
Kong,  after  the  Chinese  take  over 
next  July,  is  who  will  run  the  place 
after  the  present  governor,  Christo- 
pher Patten,  leaves.  Beijing  will  name 
the  individual  in  the  next  few  months, 
but  speculation  started  earlier 
this  year  and  intensified  when  a 
local  reporter  asked  Hong 
Kong  businessman  Henry  Ying- 
tung  Fok  who  he  thought  the 
next  leader  would  be.  Fok's 
reply:  shipping  executive  Chee- 
hwa  Tung.  Suddenly  Tung's 
face  was  plastered  across  the 
local  media  and  the  interna- 
tional press  as  the  next  man 
most  likely  to  run  Hong  Kong. 

Who  is  Henry  Fok,  and  why 
do  people  in  Hong  Kong  and 
Beijing  give  him  such  credence? 
A  figure  cut  from  a  James 
Clavell  potboiler,  Fok,  73,  is  a 
member  of  the  ten-person  inner 
circle  of  something  called  the 
Preparatory  Committee — about 
150  prominent  Hong  Kong 
and  mainland  China  residents 
who  advise  Beijing  on  next 
year's  hand-over  of  the  colony,  m 
This  inner  circle  holds  most  of 
its  meetings  in  Beijing;  the  proceed- 
ings are  kept  strictly  private.  Signifi- 
cantly, businessman  Li  Ka-shing  and 
many  other  prominent  Hong  Kong 
billionaires  are  not  members  of  this 
inner  sanctum. 

Fok's  influence  stems  from  having 
some  of  the  strongest  guanxi  (con- 
nections) in  Hong  Kong  with  the 
Chinese  Communist  elite.  Guanxi  is 
more  than  simple  networking.  A 
person  with  strong  guanxi  has  done 
favors  for  other  people,  and  is  there- 
fore owed  favors  in  return. 

Fok  performed  a  huge  favor  for  the 


Chinese  Communists  during  the 
Korean  War.  Western  nations  had 
imposed  a  trade  embargo  on  China 
for  its  support  of  North  Korea.  Fok, 
then  in  his  late  20s,  broke  the  embar- 
go, using  boats  and  trucks  to  smuggle 


Hong  Kong  billionaire  Henry  Ying-tung  Fok 
If  he  didn't  exist,  James  Clavell  would  invent  him 


much-needed  medicine,  spare  parts 
and  other  supplies  from  Hong  Kong 
into  the  People's  Republic. 

The  smuggling  was  motivated  by 
poverty,  not  ideology.  Fok  was  born 
in  1923  to  a  seamstress  and  a  cargo 
ship's  deckhand.  After  his  father  was 
killed  in  an  accident  at  sea,  Fok  took 
a  series  of  odd  jobs,  once  working  as 
a  coolie  earning  half  a  pound  of  rice 
and  75  cents  a  day.  He  later  scraped 
out  a  living  harvesting  seaweed  for 
export  to  Japan. 

By  the  Korean  War's  end  in  1953, 
Fok  had  reaped  enormous  profits 


from  his  smuggling  operations.  He 
began  buying  buildings  in  Hong 
Kong  and  soon  became  one  of  the 
city's  leading  developers.  In  1962  Fok 
and  some  partners,  including  fellow 
billionaire  Stanley  Ho  (Forbes,  July 
15),  snagged  a  controlling  interest  in 
the  hugely  profitable  casino  monop- 
oly in  the  neighboring  Portuguese 
enclave  of  Macau.  Fok,  Ho  and  part- 
ners still  have  that  business.  Forbes 
estimates  the  Fok  fortune  at  $2.5 
billion. 

Throughout  his  rise  Fok  continued 
to  build  his  guanxi.  In  1985,  for 
example,  he  had  donated  $130  mil- 
lion to  set  up  a  special  educational 
foundation  on  the  mainland  and 
helped  draft  the  Basic  Law,  an  agree- 
ment between  England  and  China 
that  laid  the  groundwork  for  the 
1997  hand-over.  He  also  became 
a  member  of  the  npc,  China's 
highest  law-making  body,  and 
rose  to  become  Hong  Kong's 
highest-ranking  member. 

Fok  has  connections  to  the 
U.S.,  too,  but  of  these  he  would 
rather  not  speak.  In  1991  his  son 
Thomas  was  arrested  at  New 
York's  Kennedy  Airport  for 
attempting  to  smuggle  15,000 
AK-47  machine  guns  into  the 
U.S.  Henry  Fok  denied  any 
knowledge  of  his  son's  action. 
Thomas  Fok  pled  guilty  and 
served  six  months  in  an  upstate 
New  York  jail. 

In  promoting  Chee-hwa  Tung 
as  Hong  Kong's  next  governor, 
Fok  is  lobbying  for  someone  who 
owes  him  a  big  favor.  In  1986  the 
Tung  family's  shipping  firm, 
Orient  Overseas  (International) 
Ltd.  (inherited  from  his  late 
father,  C.Y.  Tung),  was  about  to 
go  bankrupt.  At  the  last  minute  Fok 
stepped  in  with  a  $120  million  invest- 
ment. That,  and  his  implied  seal  of 
approval,  helped  save  the  Tung  firm. 
Fok  still  owns  a  3%  stake. 

One  well  placed  source  (he  asks  to 
remain  nameless  when  discussing 
Fok)  says:  "Henry  Fok  could  become 
the  next  leader  of  Hong  Kong  just  by 
asking  the  Chinese  for  it."  But  Fok 
seems  to  have  concluded  that  he  can 
exercise  all  the  power  he  wants 
through  his  man,  Chee-hwa  Tung, 
while  maintaining  the  very  low  profile 
he  craves.  M 
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Now  Available  In  A  Faster-Acting  Formula. 
Introducing  The  Acura  3DCL. 


•  200-horscpowir,  3.0-liter,  v-6  vtec  engine 

•  Leather-appointed  interior' 

•  Six-speaker,  AcuraIBose®  Music  System  with  in-dash  CD  player 

•  Automatic  Climate  Control  System 

♦  Power  driver's  seat  with  power  walk-in  and  autoposition  features 

•  Power  moonroof  with  tilt  feature 

•  Keyeess  entry  system 

♦  Prices  start  around  $26,000* 


this  quick-relief,  immediate-gratification, 
need-it-now  world  in  which  we  live,  it  seemed  only 
appropriate  that  we  introduce  a  more  powerful  version 
of  our  already  popular  new  Acura  CL. 

We  started  by  packing  200  horsepower  into  a 


To  help  the  3.0CL  carve  corners,  it  has  a  4 -wheel 
independent  double-wishbone  suspension  with  front 
and  rear  stabilizer  bars.  And  to  grip  the  road,  V-rated 
Michelm1"  tires  ride  on  16-inch  aluminum  alloy  wheels. 

Of  course,  at  heart,  it's  still  a  luxury  coupe  with 


lightweight,  3.0-liter  V-6  engine.  We  even  engineered  it  to 
travel  100,000  miles  before  a  scheduled  tune-up.  As  if 
that  weren't  enough  technological  wizardry,  this  engine 
turns  out  its  power  without  requiring  premium  fuel. 
Then  we  focused  on  putting  this  power  on  the  road. 


all  the  requisite  refinements.  And  a  list  of  standard 
features  that  includes  an  Acura/Bose*1  CD  sound  system. 

It's  just  that  now  the  Acura  CL  is  available  in  extra 
strength.  With  no  harmful  side  effects. 
For  information,  call  1-800-TO-ACURA.  ^ww.=.^ 


In  the  old  days  you  motivated  your  best 
workers  with  more  money  and  bigger 
offices.  It's  not  that  simple  these  days, 
and  smart  companies  have  had  to 
rethink  many  of  their  basic  employment 
practices  in  order  to  compete  for  a 
shrinking  number  of  talented  employees. 

When 
money 

isn't 
enough 

By  Kerry  A.  Dolan 

Except  for  reasons  of  pregnancy  or  a 
spouse's  relocation,  says  Illinois  Trade 
Association,  Inc.  Chief  Executive  Jack 
Schacht,  his  company  hasn't  lost  a  single 
employee  in  five  years. 

That's  a  pretty  neat  trick,  employ- 
ee turnover  bordering  on  zero  per- 
cent. Illinois  Trade,  which  is  located  in 
Glenview,  111.  and  makes  its  money  bar- 
tering everything  from  advertising  and 
media  to  conventions  and  cruises,  doesn't 
chain  its  50  workers  to  their  desks  with  rich 
salaries  and  golden  retirement  packages.  It  keeps 
them  the  same  way  a  growing  number  of  compa- 
nies are  attracting  and  motivating  their  all-important 
human  talent:  by  creating  an  atmosphere  in  which  work 
ers  feel  they  are  not  mere  factors  of  production,  but  organ- 
ic elements  of  an  enterprise  that  respects  them  and  will 
bend  itself  to  make  their  lives  richer  in  ways  that  go  beyond 
money.  "We  believe  our  employees  don't  work  just  for  eco- 
nomic benefits,"  says  Schacht.  "If  people  feel  they  can 
express  themselves,  it  gives  them  a  sense  of  meaning." 


Illinois  Trade's  surveys  of  its  employees  show  they 
are  interested  in  health  care  remedies  not  covered  by 
most  conventional  medical  insurance  policies.  To  show 
it  respects  its  workers,  Illinois  Trade  pays  for  chiro- 
practic care,  herbal  therapy  and  other  forms  of  alterna- 
tive medical  care.  Once  a  month,  any  employee  who 
wants  one  can  get  a  free  massage — on  company  time. 

Schacht  makes  sure  he  gets  to  know  his  employees' 
outside  talents  and  looks  for  ways  to  incorporate  them 
in  the  workplace.  Gabriela  Scalpone,  a  broker,  for 
example,  worked  to  establish  a  local  youth  center. 
Schacht  recently  asked  her  to  coordinate  a  United  Way 
in-house  project  that  will  allow  employees  to  volunteer 
with  senior  citizens  and  teenagers  on  company  time. 

Knowing  your  employees'  personal  priorities  and 
interests  may  sound  like  the  stuff  of  pop  management 
books,  and  to  an  extent  it  is.  But  Schacht  takes  it  seri- 
ously, and  for  sound  economic  reasons.  "It's  very 
important  that  we  keep  turnover  to  a  minimum 
because  we  put  so  much  into  training  our  employees," 
says  Schacht. 

Privately  owned  Illinois  Trade  is  a  little  company 
with  barely  $5  million  in  sales.  But  its  approach  to 
motivating  its  workers  holds  important  lessons  for 
companies  of  any  size. 

Until  quite  recently,  keeping  and  motivating 
employees  were  mainly  matters  of  more  money  and  die 
prospect  of  steady  advancement  through  the  hierarchy; 
at  the  end  of  the  rainbow  lay  a  corner  office  with  a 
Bigelow  on  the  floor.  But  in  the  past  two  decades  tens 
of  millions  of  women  have  entered  the  work  force. 
Many  of  them  struggle  to  balance  career  and  family. 
More  often  men,  too,  are  trying  to  strike  bargains  with 
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Lunchtime  at  software  developer  Autodesk  in  San  Rafael,  Calif. 
Dog  lovers  here  think  twice  about  switching  jobs. 


employers  in  which  money  and  titles  are  less  important  than 
intangible  forms  of  reward — more  time  with  the  family,  for 
example,  or  a  sense  of  control  over  dieir  lives. 

If  these  rewards  are  missing,  the  chances  are  higher  than 
ever  that  employees  will  seek  them  elsewhere.  "The  old 
values  of  the  Sixties  and  the  Seventies,  when  men  pledged 
corporations  like  they  pledged  fraternities,  are  long  gone," 
says  D wight  Foster,  chairman  of  New  York- based  executive 
recruiting  firm  Foster  Partners.  "There  aren't  the  compa- 
ny loyalties  that  existed  in  the  past." 

Money  is  still  a  powerful  tool  to  capture  the  hearts  and 
minds  of  workers  and  to  maximize  their  productivity.  But 
it  isn't  enough.  All  over  die  country,  smart  employers  large 


and  small  are  wooing  their  workers  with  nonmonetary 
rewards  that  add  convenience  to  their  daily  lives  and  render 
them  more  fiilfilling. 

Are  you  having  trouble  putting  in  a  productive  day  at  the 
office  and  running  a  household  at  the  same  time?  For  the 
cost  of  the  soap,  employees  at  Wilton  Connor  Packaging 
Inc.  in  Charlotte,  N.C.  can  take  their  laundry  to  work  and 
have  it  washed,  dried  and  folded  courtesy  of  the  company. 
San  Rafael,  Calif. -based  software  developer  Autodesk  lets 
its  workers  take  their  dogs  to  work.  "It  would  be  real 
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Taking  a  break  at 
VisionTek  in 
Gurnee,  III. 
Teamwork  forged 
on  the  court 
carries  over  into 
the  workplace. 


tough  to  change  back  to  a  job  where  I  had  to  leave  Pixel  at 
home,"  says  Ricki  Brooke,  manager  of  the  company's  tech- 
nical library.  Pixel,  a  Jack  Russell  and  beagle  mix,  has  been 
going  to  work  with  Brooke  every  day  now  for  die  last  four 
years.  "She  hates  the  weekends  and  looks  forward  to 
coming  back  to  work,"  Brooke  says. 

PepsiCo  now  offers  the  700  employees  in  its  Purchase, 
N.Y.  headquarters  an  on-site  dry  cleaning  dropoff,  and 
financial  counseling  services  for  about  $20  a  month.  AT&T 
lets  thousands  of  its  employees  telecommute  at  least  part  of 
the  week  from  home  via  computer. 

A  concierge  service  at  Chicago-based  Andersen  Con- 
sulting will  arrange  for  someone  to  be  at  an  employee's 
home  when  the  cable  guy  comes,  or  send  someone  to  pick 
up  a  car  from  the  repair  shop.  George  Trojack,  director  of 
finance  in  Andersen's  Chicago  office,  uses  die  service  about 
twice  a  week  for  everything  from  getting  subway  tokens  to 
waiting  for  furniture  delivery.  "When  things  come  up, 
they're  not  as  stressful  as  they  used  to  be  because  the 
concierge  can  take  care  of  them,"  Trojack  says. 

Companies  aren't  doing  these  things  because  they  want 
to  but  because  they  don't  have  much  choice.  Giving  their 
workers  more  ease  and  freedom  is  simply  enlightened  self- 


Barnett  Banks 
employee  lunching 
with  his  daughter 
Building  schools 
on  company 
grounds, 
like  this  one 
in  Jacksonville, 
Fla.,  makes 
employees'  lives 
more  convenient 
and  helps  reduce 
worker  turnover. 


interest.  Demographically,  the  U.S.  is  aging — within  30 
years  25%  of  the  population  will  be  over  60.  The  graying  of 
America  is  happening  at  a  time  when  human  intelligence  is 
more  valuable  than  ever  and  growing  more  so.  In  economic 
terms  the  marginal  productivity  of  human  labor  is  rising 
faster  than  ever.  Companies  have  to  reward  people  more  if 
they  hope  to  harness  this  productivity  in  the  years  ahead. 

"Companies  have  done  what  they  can  do  in  terms  of 
downsizing  and  reengineering,"  says  Charles  Sweet,  presi- 
dent of  A.T.  Kearney  Executive  Search.  "Now  they  are 
focusing  on  leadership  and  management  talent  as  being  the 
defining  difference  between  them  and  the  competition.  The 
demand  for  brains  is  higher  than  it's  ever  been."  For  many 
companies  satisfying  this  demand  will  require  radical 
rethinking  of  the  employment  practices  that  have  served 
them  reasonably  well  in  die  past. 

Philip  Fisher,  die  legendary  money  manager,  understood 
this  trend  years  ago.  In  his  search  for  companies  in  which 
to  invest,  Fisher  looked  for  those  that  took  seriously  the 
need  to  attract  and  keep  the  best  workers  (Forbes,  Sept. 
23).  This  helped  steer  him  to  Motorola,  long  one  of  the 
world's  most  enlightened — and  self-interested — employers. 

One  of  Motorola's  major  attractions  is  a  benefits  pack- 
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age  that  includes  a  cash  payment  of  up  to  $5,000  for 
employees  who've  been  there  ten  years.  The  money  can  be 
used  for  legal  assistance,  elder  care  or  a  down  payment  on 
a  house.  There's  also  "Motorola  University,"  which  offers 
training  and  education  to  all  levels  of  employees. 

Why  not  simply  pay  more  money?  Part  of  the  answer  lies 
in  the  U.S.  tax  code.  Even  if  you're  luck)'  enough  to  employ 
people  in  an  area  with  no  state  or  local  income  taxation,  some 
of  your  better  workers  are  probably  members  of  two-income 
families  and  pay  Uncle  Sam  close  to  40  cents  for  every  addi- 
tional dollar  you  pay  them.  Give  someone  a  $5,000  raise,  and 
she  keeps  $250  a  month.  Big  deal. 

But  make  available  to  her  $5,000  a  year 
worth  of  gym  time,  babysitting,  educational 
opportunities  and  other  valuable  services,  and 
she  keeps  it  all — assuming,  of  course,  that 
your  tax  compliance  department  is  up  to  snuff 
(see  box,  p.  170). 

Employers  are  also  making  the  most  of 
what  few  opportunities  still  exist  in  the  code. 
Deferred  compensation.  401  (k)  retirement 
plans.  Tax-advantaged  medical  and  child-care 
withholding  plans.  That  kind  of  thing. 


"Our  employees 
don't  work  just 
for  economic  ben- 
efits. If  they  feel 
they  can  express 

themselves,  it 
gives  them  a  sense 
of  meaning." 


But  again — and  note  this  well — the 
employers  with  the  best  chances  of  attract- 
ing the  best  workers  are  looking  far  beyond 
money.  They're  looking  at  the  psychological 
connections  employees  make  with  their 
employers,  and  at  whether  they  want  their 
employees  to  work  grudgingly  as  wage 
slaves,  or  energetically  and  creatively  as  com- 
mitted members  of  a  team.  "In  the  first  part 
of  the  decade  people  felt  trapped  in  their 
jobs,"  says  Roger  Herman,  senior  fellow  at 
the  Employee  Recruitment  &  Retention 
Institute,  a  research  outfit  in  Greensboro, 
N.C.  "Now  that  [the  economy]  has 
improved,  people  want  to  escape  from  very 
heavy  workloads  and  all  that  pressure." 

Perhaps  it's  the  large-scale  entry  of 
women  into  the  work  force,  or  because  what 
are  loosely  called  "family  values"  really  are 
malting  a  comeback  in  American  social  life. 
Whatever  the  reasons,  workers  are  now 
demanding  the  flexibility  to  fit  both  family 
and  work  into  their  lives.  To  put  it  some- 
what differently,  workers  want  the  workplace 
to  take  on  some  of  the  attributes  of  family 
life.  This  is  especially  true  with  today's 
\ounger  workers. 

Andersen  Consulting  understands  this 
trend.  As  part  of  its  effort  to  attract  the  best 
workers,  the  big  management  consultancy 
has  instituted  a  "7  to  7"  travel  policy: 
Nobody  has  to  leave  home  before  7  a.m. 
Monday,  and  everyone  is  encouraged  to 
schedule  the  return  trip  so  they  are  home  by 
7  p.m.  Friday. 

"Flextime"  is  a  big  draw,  too.  Pilar 
Dailinger,  a  single  mother  of  two  young 
children,  works  in  marketing  for  an  Irvine, 
Calif,  division  of  Gandalf  Technologies,  Inc.,  a  computer 
networking  company.  Dailinger  moved  to  Gandalf  three 
months  ago  so  that  she  could  spend  two  to  three  days  a 
week  telecommuting  from  home,  the  better  to  pay  atten- 
tion to  her  kids. 

"I  get  up  in  the  morning,  check  my  E-mail,  then  feed  my 
kids  breakfast,"  Dailinger  reports.  "I  work  while  they  are  at 
school.  I  put  them  to  bed  at  8:30,  and  then  I  go  back  to 
work  on  my  Compaq  laptop."  Gandalf's  payoff:  "I'm 
working  longer  hours  than  I  did  at  my  previous  employer," 
Dailinger  says. 

Address  a  worker's  concern  over  the  dete- 
rioration of  the  country's  public  schools,  and 
you'll  probably  win  his  dedication  to  making 
your  business  succeed.  Aware  of  this,  Ameri- 
can Bankers  Insurance  Group  in  Miami,  Bar- 
nett  Banks,  Inc.  in  Jacksonville,  Fla.  and 
Hewlett-Packard  in  Santa  Rosa,  Calif,  have  all 
sponsored  public  schools  at  their  work  sites. 
American  Bankers  spent  $2.4  million  to  build 
a  satellite  public  school  right  on  its  84-acre 
corporate  campus.  The  company  also  will  pay 
$146,000  this  year  toward  the  school's  oper- 
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The  laundry  room  at  Wilton  Connor  Packaging  Inc.  In  Charlotte,  N.C. 
Simple  perks — like  washing  workers'  clothes— count  for  a  lot. 


Xerox  employee  William  Lankford  on  sabbatical  in  southern  Maryland 
His  volunteering  to  build  homes  benefits  Xerox,  too. 


p  ating  expenses  (Forbes,  Sept.  9). 

Currently  225  children  of  American  Bankers  employees 
S  are  enrolled.  Parents  are  encouraged  to  visit  their  children 
s  at  lunchtime  and  after  school.  If  they  quit  or  are  fired,  their 
children  may  finish  the  semester,  but  then  must  change 
schools.  "It  [the  school]  helps  recruit  and  retain  good 
employees,"  says  Philip  Sharkey,  head  of  the  insurance  com- 
pany's human  resources  department. 

Sharkey  adds  that  the  school  is  a  great  investment  on 
purely  financial  grounds.  As  at  most  companies,  the  cost  of 
replacing  a  worker  at  any  given  level  comes  to  around  one 
year's  pay.  By  reducing  its  employee  turnover  rate  from 
13%,  on  average,  to  5%  for  employees  with  children  in  the 
school,  American  Bankers  should  recoup  its  investment  in 
just  over  ten  years. 

In  another  attempt  at  making  its  employees  feel  that 
they're  part  of  a  family  that  cares  about  their  lives,  Ameri- 
can Bankers  has  built  a  "wellness  and  fitness  center." 
Employees  are  encouraged  to  use  this  fully  equipped  gym 
before  and  after  work  and  during  lunch.  Maria  Jacques,  a 
travel  and  entertainment  analyst  at  American  Bankers,  cred- 
its the  facility  with  helping  her  lose  173  pounds.  "I  will 
always  be  indebted  to  the  company,"  she  says. 

Northern  Telecom  first  set  up  a  gym  at  its  Richardson, 
Tex.  plant  in  1992.  In  a  survey  that  year,  91%  of  the  employ- 
ees questioned  said  the  facility  would  relieve  stress  and 
increase  the  quality  of  time  spent  on  the  job;  70%  thought 
the  gym  would  help  reduce  Nortel's  health  care  costs. 

To  build  loyalty  and  motivation  in  the  early  years  of 
McCaw  Cellular  Communications — a  time  when  employ- 
ees weren't  being  paid  much — founder  Craig  McCaw  start- 
ed offering  trips  to  Hawaii  and  the  Bahamas  for  employees 
nominated  by  their  peers  for  doing  outstanding  work.  The 
"Circle  of  Excellence"  award  presentation  included  a  fancy 
|  send-off  banquet  for  the  lucky  winners.  McCaw  and  other 
p  top  managers  attended.  "It  was  a  real  family  atmosphere," 
z  says  Robert  Ratliffe,  a  longtime  McCaw  vice  president.  "It's 
|  still  a  part  of  the  culture  today." 

5  In  addition  to  offering  on-site  laundry  service,  Wilton 
Connor  Packaging  has  a  handyman  on  staff  who  does  free 
minor  household  repairs  for  employees  while  they're  at 
work — this  cuts  down  on  excuses  for  missing  work.  If 
there's  a  major  problem — like  a  toilet  that  needs  to  be 
replaced — the  handyman  orders  it  from  Home  Depot,  and 
charges  it  to  the  company's  account  there.  The  employee 
pays  Wilton  Connor  back  a  few  dollars  a  month. 

"We  have  virtually  no  turnover,  we  have  no  quality  prob- 
lems, we  have  very  few  supervisors,"  asserts  Wilton  Connor, 
the  company's  chief  executive.  "Those  are  the  hard-nosed 
business  reasons  for  doing  these  things." 

To  replace  workers'  "us  versus  them"  attitude  toward 
bosses  with  a  spirit  of  "we,"  motivational  incentives  that 
used  to  be  reserved  mainly  for  managers  and  executives  are 
being  pushed  far  down  inside  the  company.  At  Electronic 
Data  Systems,  for  example,  managers  are  encouraged  to  get 
to  know  their  employees'  tastes,  hobbies  and  interests  so 
deserving  staff  members  can  be  rewarded  with  appropriate 
incentives:  tickets  to  a  sports  event,  say,  or  the  opera,  or  a 
dinner  for  the  family  at  a  fancy  restaurant.  Molly  Edwards, 
eds'  manager  of  recognition  services,  says  one  employee  in 
Dallas  was  even  given  a  washer  and  dryer  for  a  particu- 
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The  verdict 

One  way  to  encourage 
loyalty  is  to  give  employ- 
ees a  hand  in  designing 
their  work  environment. 
Hewlett-Packard  experi- 
mented, and  met  with 
considerable  success. 

Two  years  ago  employ- 
ees at  HP's  integrated  cir- 
cuit business  division  in 
Palo  Alto,  Calif,  returned 
a  survey  ranking  18  cate- 
gories of  job  and  work- 
environment  satisfaction. 
The  results  were  dismal, 
among  the  lowest  of  the 
$31.5  billion  (sales)  com- 
pany's 61  divisions.  Pre- 
dictably, turnover  within 
the  2,500-employee  divi- 
sion was  also  significantly 
higher  than  the  compa- 
ny's 6%  average  annual 


rate  of  attrition. 

Senior  managers  figured 
drastic  action  was  in  order. 
They  turned  an  off- site 
management  meeting  that 
was  being  held  in  San 
Diego  into  a  surprise 
mock  trial.  It  would  serve 
to  critique  a  new  business 
plan  that  senior  manage- 
ment wanted  the  division 
to  embrace — and,  it  was 
hoped,  to  build  the  trou- 
bled division's  managers' 
commitment  to  the  plan. 

The  division's  top  90 
managers  received  "jury 
summonses"  under  their 
San  Diego  hotel  room 
doors  instructing  them  to 
show  up  the  next  morning 
at  a  conference  room  that 
had  been  set  up  as  a  court- 
room. An  actor  played  the 
role  of  plaintiff  attorney, 
arguing  that  the  work 


environment  was  terrible 
and  that  they  needed  a 
new  business  plan. 

For  example,  the  "attor- 
ney" attacked  the  poor 
customer  satisfaction  rat- 
ings, the  unit's  weak 
finances  and  flagging 
morale.  One  solution: 
Stop  managing  each  of  the 
five  sites  as  separate  busi- 
nesses and  run  the  whole 
division  as  one  unit.  That 
meant  improving  commu- 
nication among  the  vari- 
ous production  and  mar- 
keting functions  and 
getting  people  to  take 
more  initiative  to  solve 
problems  rather  than  wait- 
ing for  managers  to  give 
them  orders. 

After  two  days  of  debate 
about  how  to  better 
manage  the  division,  the 
juror/managers  voted 


unanimously  to  embrace 
the  new  plan.  "The  jury 
also  gave  us  the  top  three 
reasons  we  could  make  it 
work,"  says  Judy  Monaco, 
personnel  manager  of  the 
division.  "The  top  reason 
was  that  we  were  paying 
attention  to  the  culture." 

The  division's  new  busi- 
ness plan  was  implement- 
ed in  the  summer  of  1995. 
Since  then,  communica- 
tion among  the  division's 
fabrication  plants  has 
increased  dramatically. 
Recent  survey  results  out- 
paced other  divisions — 
rising  an  average  of  12 
points  on  a  scale  of  100. 
The  rate  of  the  division's 
on-time  deliveries 
improved  25%,  cycle  time 
was  reduced  by  30%  and 
turnover  has  decreased  by 
two-thirds.  -K.A.D.Bi 


larly  good  performance.  Another  employee  in  Michigan 
returned  from  vacation  to  find  that  her  kitchen  had  been 
completely  remodeled. 

The  relative  shortage  of  brainpower  and  the  need  to 
attract  it  is  driving  employers  to  do  things  they  wouldn't 
have  dreamt  of  a  few  years  ago.  For  example,  for  the  last 
two  years  New  York-based  management  consultants  Mc- 
Kinsey  &  Co.  has  hosted  recruiting  dinners  for  gay  and 
lesbian  students  at  Harvard's  Business  School;  this  year 
the  effort  was  extended  to  Wharton  and 
Stanford.  "It  was  very  positive,"  says  Patrick 
Meade,  head  of  Wharton's  gay  student  orga- 
nization. "They've  cracked  the  pink  ceiling." 
Following  in  the  footsteps  of  IBM,  Levi 
Strauss,  and  Disney,  McKinsey  has  also 
agreed  in  principle  to  provide  health  insur- 
ance to  domestic  partners  of  employees  in 
same-sex  relationships. 

It's  not  that  McKinsey,  Disney  or  the 
others  necessarily  discriminated  against  gay 
men  and  women  in  the  past.  It's  just  that 
these  and  other  smart  employers  have  figured  out  that 
they  must  work  harder  to  make  sure  they  don't  get  left 
behind  as  the  competition  for  human  talent  intensifies. 
Wharton's  Meade  says  the  McKinsey  dinner  last  month 
attracted  gay  students  who  had  not  previously  considered 
consulting  as  a  career  option. 

Making  employees  feel  important  and  respected  for 
their  contributions  is  probably  easiest  in  small  companies. 
VisionTek,  a  290-employee  memory  module  and  PC 
accessory  maker  in  Gurnee,  111.  (between  Chicago  and 
Milwaukee)  boasts  a  full-size,  heavily  used  basketball 
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court  on-site.  "We  have  a  good  time  with  it,  plus  it  builds 
cohesiveness  and  teamwork,"  says  VisionTek  Chief  Exec- 
utive Mark  Polinsky,  who  boasts  his  company's  family-like 
spirit  has  helped  him  lure  senior  executives  from  some 
top-of-the-heap  big  companies,  including  Motorola  and 
Gateway  2000. 

But  large  organizations,  too,  are  coming  up  with  cre- 
ative ways  to  motivate  their  workers.  Cisco  Systems,  the 
9,100-employee  maker  of  computer  networking  software 
and  hardware,  is  showing  its  respect  for  its 
workers  by  breaking  down  the  hierarchical 
barriers  between  the  company's  employees. 
Cisco  holds  monthly  "birthday  breakfasts" 
with  Chief  Executive  John  T.  Chambers. 

Everyone  with  a  birthday  in,  say,  Novem- 
ber, is  invited  to  a  no-holds-barred  breakfast 
that  month,  during  which  Chambers  talks 
about  the  company's  business  plans.  Vice 
presidents  are  not  invited.  Employees  are 
encouraged  to  ask  tough  questions. 

"All  of  us  like  to  work  in  an  environment 
where  our  boss  isn't  telling  us  what  to  do,  but  where  the 
leadership  says,  'Here's  our  strategy'  and  then  holds  us 
accountable  for  the  results,"  says  Chambers.  "There  are 
very  few  people  at  Cisco  who  don't  have  an  opportunity 
to  leave  for  a  50%  pay  raise  any  time  they  want.  What 
keeps  them  here  is  that  it's  fun,  it's  exciting,  you  can 
make  a  difference.  We  walk  our  talk." 

Sprint,  now  the  country's  third-largest  provider  of  long 
distance  telephone  service,  is  another  big  company  that 
tries  to  make  its  47,000  employees  feel  like  they're  work- 
ing for  a  much  smaller  company.  To  recruit  people  for  a 
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At  Electronic 
Data  Systems 
managers  get  to 
know  employees' 
interests.  One 
worker  had  her 
kitchen  remod- 
eled as  a  reward. 


new  sales  center  in  Portland,  Ore  in  August,  the  compa- 
ny brought  in  Matt  Weinstein,  author  of  Manajjinjj  to 
Have  Fun,  to  lead  a  career  fair/workshop  and  talk  about 
how  selling  can  be  fun.  More  than  100  people  showed 
up,  and  around  25  of  the  attendees  are  now  working  at 
the  new  center. 

Instead  of  a  traditional  ribbon-cutting  ceremony  to 
open  the  sales  center,  Sprint  brought  in  an 
artist  to  help  teams  of  people  who  will  be 
working  together  build  sculptures  repre- 
senting "who  diey  are  and  what  they  want  to 
stand  for  a  year  from  now,"  says  Margery 
Tippen,  Sprint's  vice  president  for  small- 
business  channel  management.  "This  is  just 
one  way  we  do  team  building." 

Says  Joe  Chan,  a  sales  supervisor  at  the 
Portland  center:  "I've  already  seen  a  change 
in  the  way  our  team  works  together.  Now, 
instead  of  calling  me  every  time  they  have  a 
problem,  more  teammates  are  helping  each  other." 

Employers  haven't  stopped  using  money  as  a  motiva- 
tional force.  But  here  the  trend  is  toward  being  smarter 
about  mixing  base  pay,  bonuses,  options,  deferred  com- 
pensation, restricted  stock  and  other  incentives  to  struc- 
ture a  total  monetary  package  that  better  matches  the 
employee's  needs. 

Mark  DeMichele,  chief  executive  at  Phoenix,  Ariz.- 
based  Arizona  Public  Service  Co.,  almost  lost  a  top  exec- 
utive he  had  recruited  only  two  years  earlier.  "He  had  been 
offered  double  his  salary  and  retirement  at  full  salary  for 
the  rest  of  his  life  when  he  retired,"  says  DeMichele.  "But 


Because  "family 
values"  are  mak- 
ing a  comeback, 

workers  are 
demanding  the 
flexibility  to  fit 
family  and  work 
into  their  lives. 


he  turned  it  down."  Why?  "We  gave  him  more  restricted 
stock,  expanded  his  job  responsibilities,  and  we  arranged 
to  buy  his  house  and  let  him  still  live  in  it  so  he  could  take 
the  money  to  complete  another  real  estate  deal." 

Lotte  Bailyn  is  a  professor  of  management  at  the  Sloan 
School  of  Management  at  the  Massachusetts  Institute  of 
Technology.  >  She  sums  up  the  forces  pushing  smart 
employers  to  look  for  new  ways  to  motivate 
their  workers  this  way:  "You  cannot  assume 
that  people  can  give  all  their  priority  to 
work.  Companies  need  to  legitimize  and 
value  their  employees'  outside  commitments 
in  both  the  business  and  the  human  sense." 

Xerox  has  taken  this  insight  to  heart.  The 
company  has  a  sabbatical  program  that 
allows  several  employees  every  year  to  take 
paid  leaves  of  absence  and  work  for  charita- 
_  ble  organizations.  For  example,  this  year 

customer  service  engineer  William  Lankford 
is  working  for  ten  months  building  homes  for  Habitat  for 
Humanity  in  the  woods  of  southern  Maryland.  (Ameri- 
can Express  and  Wells  Fargo  &  Co.  have  similar  pro- 
grams.) 

"People  often  come  back  with  skills  they  didn't  even 
know  they  had,"  says  Joseph  M.  Cahalan,  head  of  the 
Stamford,  Conn. -based  Xerox  Foundation,  which  runs 
the  sabbatical  program.  "[The  bottom  line  impact]  is 
probably  impossible  to  measure,  but  I  have  to  believe  it 
helps  us  retain  and  attract  better  people."  That  approach 
can  only  help  Xerox  as  the  competition  for  human  talent 
gets  brutal  in  the  years  ahead.  mm 


Meanwhile,  down 
at  the  IRS. . . 

If  you  WANT  to  pay  people 
in  ways  they  like  to  be 
paid  these  days,  you'll 
have  to  be  careful  not  to 
run  afoul  of  the  spoilers  at 
the  Internal  Revenue 
Service.  Want  to  offer  a 
corporate  fitness  program? 
On-site  company-spon- 
sored gyms  or  health  clubs 
are  a  tax-free  benefit.  But 
if  an  employer  pays  for  an 
employee  to  use  a  local 
health  club,  the  member- 
ship fee  is  considered  to 
be  imputed  income,  fully 
taxable  to  the  employee. 

Day  care  provided  to 
employees  by  the  compa- 
ny is  not  taxed — if  its 
value  is  less  than  $5,000  a 
year  for  a  couple  filing  a 


joint  return,  or  $2,500  a 
year  for  individuals  filing 
separately,  says  Thomas 
Ochsenschlager,  partner  at 
Washington,  D.C. -based 
accounting  firm  Grant 
Thornton.  If  it's  worth 
more,  it's  taxable. 

Education  for  employ- 
ees paid  for  by  employers 
is  deductible  by  the  com- 
pany and  tax-free  to  the 
student  as  long  as  the 
courses  relate  to  an 
employee's  current  posi- 
tion. The  knowledge  can- 
not be  considered  by  the 
IRS  as  a  stepping  stone  to 
another  job,  says  Stuart 
Kessler,  CPA  at  Goldstein 
Golub  Kessler  &  Co. 
Otherwise  it's  taxable. 

Many  banks  and  invest- 
ment firms  can  supply  free 
or  highly  subsidized 
lunches  tax-free  to 
employees  because  they've 


convinced  the  IRS  that  a 
significant  amount  of 
business  transactions  occur 
at  mealtime.  The  same  is 
true  for  restaurants  pro- 
viding employees  with  free 
meals. 

Also  not  taxed  are  so- 
called  de  minimis  fringe 
benefits,  which  the  IRS 
defines  as  perks  that  are  so 
small  they're  not  worth 
doing  the  accounting  on. 
Example:  the  free -flowing 
coffee  that  some  offices 
provide  employees.  But 
getting  your  laundry  done 
or  having  your  sink  fixed 
by  your  employer  (see 
story)  could  be  classified  as 
imputed  income  and  taxed 
in  the  appropriate  bracket. 
Ditto  for  more  obvious 
benefits  like  country  club 
membership  dues  and 
company  cars,  except  for 
the  portion  that  relates  to 


business.  Even  so,  they 
can  still  be  a  pretty  good 
deal.  "You're  getting  the 
membership  for  just  the 
cost  of  the  taxes  on  it," 
says  Ochsenschlager. 

Does  your  company 
provide  free  magazine 
subscriptions  and  pay  your 
membership  dues  to  pro- 
fessional organizations? 
Those  are  "working  con- 
dition" fringe  benefits, 
not  taxed  because  they're 
perks  that  enhance  one's 
ability  to  do  one's  job. 
"Fringe  benefits  are  one 
of  the  first  things  that  IRS 
agents  are  likely  to  look  at 
when  they  come  into  a 
company,"  says 
Ochsenschlager.  "They 
can  almost  always  pick  up 
on  something  like  a  busi- 
ness meal  that  hasn't  been 
documented  properly." 
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What  soup  cans  were  to  Andy.  Warhol,  whales,  dolphins  and 

other  marine  life  are  to  this  trio  of  Hawaiian  artists. 

And  far  better  than  Warhol,  these  surfer  dudes  know  how  to  market. 

Whales  &  Dolphins, 
Incorporated 


By  Seth  Lubove 

As  the  blond-haired  celebrity  steps 
out  of  his  black  stretch  limo  and 
enters  the  art  gallery  on  Maui, 
Hawaii,  flashbulbs  pop  and  tourists 
jostle  for  a  better  view.  "There  he  is," 
squeals  an  admirer.  Pens  are  thrust 
for  autographs. 

A  movie  star?  Rock  musician?  Star 
athlete?  No.  Christian  Riese  Lassen,  a 
prolific  painter  of  colorful  fish,  frol- 
icking dolphins  and  humanoid 
whales.  But  above  all,  one  heck  of  a 
marketer.  Lassen  sells  tens  of  millions 
of  dollars  worth  of  his  oil  paintings 
and  prints  each  year. 

"I  had  this  dream  about  dolphins, 
a  vision  kinda  thing,"  Lassen  waxes 
dreamily  to  the  crowd,  as  he  prepares 
to  unveil  three  new  paintings  of  dol- 
phins and  beach  scenes.  "Ahhhhh," 
responds  the  crowd  of  sandal-shod 
tourists.  A  soundtrack  blaring  whale 
noises  heightens  the  buying  mood.  A 
sign  nearby  reads:  "Financing  avail- 
able. No  interest  for  six  months." 
Good  thing — the  paintings  go  for 
$40,000  and  up.  Even  a  limited  edi- 
tion print,  with  1 ,000  in  the  edition, 
retails  for  $3,000. 

A  lot  of  people  who  like  to  watch 
and  save  whales  apparently  like  to 
hang  pictures  of  them  on  their  walls. 
They're  also  willing  to  pay  up  for 
cachet.  As  a  result,  Lassen  and  two 
other  Hawaiian  beachboy  painters, 
Wyland  (he  admits  to  no  first  name) 
and  Robert  Lyn  Nelson,  all  live  in 
multimillion-dollar  beachfront  homes 
and  crank  out  paintings  with  the 
changing  tides.  Lassen  puts  out  a 
painting  a  month,  and  Nelson  has  as 
many  as  40  canvases  working  at  once. 

Critics  sneer  at  the  work,  if  they 
'  owledge  it  at  all.  "Suitcase  art," 
sniffs  John  Wi .  nosky,  a  professor  of 


art  and  former  chairman  of  the  art 
department  at  the  University  of 
Hawaii.  "Tourists  buy  a  print,  roll  it 
up  and  put  it  in  their  suitcase." 

Maybe,  but  the  trio  and  several 
imitators  are  racking  up  retail  sales  of 
better  than  $100  million  a  year,  says 
James  Tulip,  who  manages  the 
career  of  Nelson.  That  figure 
includes  not  just  paintings  and  prints 
but  also  royalties  from  posters, 
coffee  mugs,  T  shirts,  postcards,  baby 
bibs,  tote  bags,  computer  mouse 
pads,  ties,  puzzles,  calendars — in 
short,  just  about  anything  on  which  a 
whale  or  dolphin  image  will  fit. 

The  art  world  has  always  had  its 
artist/promoters.  Erte,  Pablo  Picas- 
so, Salvador  Dali,  Peter  Max,  Andy 
Warhol  and  Leroy  Neiman  quickly 
come  to  mind.  But  they  were  green- 
horns compared  with  this  trio.  The 
Hawaiians  not  only  churn  stuff  out 
by  the  carload,  they  also  control  the 
distribution,  the  franchising  of  gal- 
leries and  the  licensing  of  their 
images. 

Wyland's  company,  Wyland  Stu- 
dios, in  Laguna  Beach,  Calif,  expects 
to  open  40  new  galleries  in  the  U.S. 
next  year,  some  of  them  owned  by 
other  people.  Lassen's  firm,  Lassen 
International,  headquartered  in  Las 
Vegas,  employs  130  people  devoted 
to  distributing  all  things  Lassen. 
"We're  growing  faster  than  Microsoft 
did  in  their  first  four  years,"  crows  a 
Lassen  underling. 

A  Forbes  reporter  walked  into  one 
of  Wyland's  Maui  galleries,  which  is 
run  by  Wyland's  brother,  a  former 
time-share  salesman.  He  was  imme- 
diately set  upon  by  a  salesman  who 
tried  to  sell  him  not  a  painting  but 
the  entire  store.  "Franklv,  I'd  be 


Surfer  dude 
and  marine  artist 
Christian  Riese 
Lassen 

"Nowadays,  the 
marketing 
opportunities 
for  any  product 
the  masses  like 
are  pretty  great. 


172 


Forbes  ■  November  18,  1996 


Forbes  ■  November  18,  1996 


173 


mm 

"Whaling  Wall"  painter  Wyland 

He  paints  hard  and  sells  harder. 


.... 


Robert  Lyn  Nelson 

Cranking  out  paintings  with  the  changing  tides. 


more  interested  in  selling  you  a  fran- 
chise gallery  than  a  piece  of  art,"  the 
salesman  said.  He  followed  up  with 
phone  calls  back  to  the  mainland, 
desisting  only  after  being  told  he  was 
talking  to  a  Forbes  reporter. 

Buyers  have  paid  as  much  as 
$200,000  for  paintings  by  all  three 
artists.  There  is  no  secondary  market, 
so  it's  impossible  to  say  for  sure  how 
bad  an  investment  this  stuff  is. 
Gordon's  Print  Price  Annual,  which 
tracks  art  auction  results,  gives  a  hint. 
It  reported  the  sale  of  a  Lassen  print 
called  "Maui  Colors"  last  year  for 
$660,  which  is  about  a  quarter  of  the 
original  price. 

To  his  credit,  Lassen  does  not  take 
himself  or  his  commercial  work  too 
seriously.  "It's  like  being  a  major 
painter  of  wolves  or  coyotes,"  he  says 
over  a  late-night  sushi  dinner,  his 
blond  locks  dipping  into  the  soy 
sauce.  "It  will  never  be  a  movement 
on  the  level  of  impressionism  or  pop 
art,  and  anyone  who  says  it  is  is  fool- 
ing themselves." 

Riding  the  big  waves  of  money 
calls  for  self-promotion,  and  at  this 
Lassen  is  a  true  master.  The  40-year- 
old  bachelor,  whom  rivals  call 
"Lassie,"  has  been  on  the  covers  of 
some  40  surfing  and  windsurfing 
magazines.  He  maintains  five  water- 
front houses  in  Hawaii,  sleeping  in 
whichever  one  has  the  best  waves 
outside  its  door.  He  drives  exotic 
cars  and  a  Harley  when  not  being 
ferried  around  Hawaii  or  Las  Vegas  in 
one  of  his  four  limos.  Gorgeous 
women  are  usually  in  tow.  When  he 
travels  to  such  locales  as  Bali  and  Aus- 
tralia, a  small  team  of  flunkies  arrives 
ahead  of  time  to  set  up  his  easel  and 
paints. 

Lassen  recently  wangled  his  way 
onto  an  episode  of  Baywatch  (one 
Lassen  owner  is  busty  Baywatch  star 
Pamela  Lee),  which  is  supposed  to  air 
early  next  year. 

Walk  into  any  of  his  six  galleries 
(which  are  owned  and  operated  by 
Lassen's  company),  and  you're 
assaulted  by  a  wall  of  16  television 
screens  showing  endless  videos  of 
Lassen  surfing.  He  sings  in  a  rock 
band  called  Lassen.  In  Japan,  says  an 
assistant,  "girls  cry  over  him." 

Wyland  billboards  himself — literal- 
ly— by  painting  huge  outdoor  murals, 
for  free,  almost  anywhere  he  is  per- 
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mitted  to.  He  has  painted  some  70  of 
what  he  calls  "Whaling  Walls"  in 
Atlanta;  Long  Beach,  Calif.;  Norfolk, 
Va.;  Philadelphia;  Portland  (Oregon 
and  Maine);  Seattle  and  Tacoma, 
Wash.;  Nice,  France;  Sydney,  Aus- 
tralia; Yamagata,  Japan  and  other 
cities.  In  1993  Wyland,  helped  out  by 
an  army  of  assistants,  painted  17 
murals  in  17  cities  in  17  weeks;  next 
year  he  plans  a  7-week,  7-mural,  7- 
city  paintathon. 

Nor  is  Robert  Lyn  Nelson  a  slouch 
at  the  marketing  game.  In  1993  he 
was  commissioned  to  do  a  painting  of 
the  fifteenth  hole  of  the  Mauna  Lani 
golf  course  on  the  Big  Island  to  pro- 
mote "The  Senior  Skins  Game"  tour- 
nament on  television.  The  painting 
was  featured  on  a  30-second  TV  spot 
following  the  most  recent  Superbowl. 
Nelson  quickly  put  out  a  500  limited- 
edition  series  of  prints  of  the  paint- 
ing. Price:  $650  a  print. 

No  surprise — Hollywood  is  on  the 
line.  Both  Lassen  and  Wyland  have 
had  deals  with  Walt  Disney  Co.  to 
incorporate  Disney  characters  into 
their  paintings.  Wyland  also  has  two 
animated  cartoon  series  in  the 
works,  and  he  appears  regularly  on 
his  own  segment  on  the  QVC  home 
shopping  channel,  where  he  peddles 
his  whale  wares. 

All  three  artists  have  produced 
coffee-table  books  of  their  art,  all  fea- 
turing prefaces  by  oceanographic  big- 
wigs like  Jean-Michel  Cousteau.  The 
books  also  have  long  lists  of  notables 
who  supposedly  hang  their  work. 
Wyland  claims  Ronald  Reagan,  Paul 
Newman,  Princess  Di  and  Kareem 
Abdul  Jabbar.  Lassen  claims  David 
Rockefeller,  Robert  Redford,  Jon 
Bon  Jovi  and  Donald  Trump.  Nelson 
says  his  collectors  also  include  Ronald 
Reagan,  as  well  as  Clint  Eastwood 
and  Lloyd  Bridges  and  a  host  of 
other  celebrities. 

We  tried  to  verify  some  of  these 
claims  and  found  that  in  many  cases 
the  artists  had  simply  sent  their  works 
to  the  celebrities  as  unsolicited 
"gifts."  David  Rockefeller's  art  cura- 
tor said  she  has  never  heard  of 
Lassen.  "Maybe  it's  another  David 
Rockefeller,"  she  says. 

Smiles  Lassen  as  he  finishes  his 
sushi:  "Nowadays,  the  marketing 
opportunities  for  any  product  the 
masses  like  are  pretty  great."  9H 
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A  GROWTH  FUND ...... 

BLUE  CHIP  PERFORMANCE 


T.  Howe  Price  Blue  Chip  Growth  Fund  invests  in.  today's  leading  growth 
companies  as  well  as  those  that  have  the  ability  to  become  tomorrow's 
industry  leaders.  These  blue  chip  companies  offer  the  potential  for  sustained 
growth  while  providing  reduced  volatility  compared  with  small-  and  mid- 
cap  companies. 

A  strategy  that  has  earned  5  stars  from  Morningstar.  The  fund's 
strategy  has  proven  effective.  Morningstar  awarded 
the  fund  a  five-star  (*****)  rating  for  its  overall 
risk-adjusted  performance.  It  was  rated  among  1,708 
equity  funds  for  the  three -year  period  ended  9/30/96* 
As  with  any  stock  fund,  there  will  be  price  fluctua- 
tion. Minimum  investment  is  $2,500  ($1,000  for  IRAs).  No  sales  charges. 


Morningstar 
***** 


Call  24  hours  for  a  free  report  and  prospectus 
1-800-541-6138 


Invest  With  Confidence 

T.RoweRice 


*Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  through  9/30/96.  These  ratings  may  change 
monthly  and  are  calculated  from  the  fund's  3-year  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns  with 
appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day  Treasury  bill  returns.  The 
1-year  rating  is  calculated  using  the  same  methodology  but  is  not  a  component  of  the  overall  rating.  The  fund  received 
5  stars  for  the  3-year  period.  For  the  1-year  period,  the  fund  received  5  stars  and  was  rated  among  3,006  equity  funds. 
Ten  percent  of  the  funds  in  an  investment  category  receive  5  stars. 

Past  performance  cannot  guarantee  future  results.  Read  the  prospectus  carefully  before  investing. 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  BCG032936 


WESERVE 
THANKSGIVING 
DINNER 

365  DAYS  A  YEAR. 

Not  only  at  Thanksgiving  and 
Christmas,  but  also  on  all  the  other 
days  of  the  year  The  Salvation  Army 
makes  hot  meals  available  to  those 
in  real  need.  Though  they  may  be 
down  and  out,  most  always  give  a 
heartfelt  thanks  for  what  is  provided 
to  them.  And  we're  very  thankful 
for  being  able  to  help. 

Please  continue  to  support  our 
work  so  we  can  keep  serving  others. 

THE  SALVATION  ARMY 

»«_    SHARING  IS  CARING.  . 


It's  Time  For  A 
Business  Jet  Solution 
For  People  Who 
Never  Thought 
They  Could  Afford 
A  Business  Jet. 

All-inclusive  fractional  ownership 
of  Learjet*  and  Challenger'6 
aircraft  with  costs  tailored 
to  your  exact  requirements. 
Call:  1-800-590-JETS 


1 


B  U 


I     N     E     S  S 


I     N  E 

JetSolutions 

The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


©  1996  The  CIT  Group,  Inc. 


Coming  Back 

For  bonds. 


When  The  CIT  Group  ran  the  advertisement  on 
the  left,  America  was  slowly  emerging  from  a  recession 
and  was  sorely  in  need  of  new  sources  of  financing. 

The  CIT  Group  rose  to  the  challenge.  As  a 
lender  to  American  industry,  we  knew  the  country 
would  only  achieve  economic  prosperity  when 
companies  had  dedicated  financial  partners  to  help 
them  implement  their  growth  plans.  Since  1992,  we 
have  backed  that  commitment  by  lending  over 
$26  billion  to  American  companies  and  individuals. 


More  than  four  years  later,  companies  through- 
out the  country  are  posting  record  profits  and  financing 
is  substantially  easier  to  come  by. 

At  CIT,  we're  doing  what  we've  always  done: 
steadily  increasing  our  commitment  to  the  businesses 
and  individuals  we  serve. 

The  CIT  Group  stands  ready  to  help  you 
succeed.  For  more  information,  we  invite  you 
to  visit  our  web  site  at 


www.citgroup.com 


Americas 
Most  Experienced 
Asset- Based 
Lender 


It  takes  careful  attention  to  detail  to  make  money 
in  cheapie  shoes.  Bringing  different  talents  to  the  job, 
the  two  men  running  Payless  ShoeSource 
seem  to  have  the  knack. 

Tlie  cicid  couple 


By  Mary  Beth  Grover 


Shoes.  What  an  ugly  business.  Over 
the  past  two  years  10%  of  shoe  stores 
have  disappeared,  all  but  eliminating 
such  chains  as  Thom  McAn,  Fayva 
and  Shoetown. 

One  of  the  survivors  is  Topeka, 
Kans.- based  Payless  ShoeSource, 
which  runs  self-service  stores  featur- 
ing dirt-cheap  footwear.  A  Payless 
ShoeSource  store  stocks  10,000  pairs 
in  3,000  square  feet.  The  open  shoe 
boxes  are  stacked  by  size  on  6-foot- 
high  shelves,  sneakers  at  one  end  and 
dress  shoes  at  the  other.  Customers 
help  themselves;  the  only  thing  for 


Payless  Chairman  Steven  Douglass  (left)  an 
Masters  of  the  $11  fashion-shoe  segment. 


MBMMMMBMMWBHMyiMt  l«iit>lli  iill»ilf  . 

s  President  Richard  Jolosky 
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Is  your  retained  risk  safe 
from  the  great  unknown? 


You  chose  to  self-insure  so  you  could  control  the  cost  of 
risk.  But  risks  change,  and  you  need  a  plan  that  is  as 
flexible  as  it  is  secure. 

AM-RE  MANAGERS  is  a  dynamic,  innovative  team  of 
professionals  exclusively  dedicated  to  meeting  the  needs 
of  the  self-insured.  We  can  help  you  improve  risk  man- 
agement, manage  claims  and  provide  risk  financing  to 
add  long-term  stability  to  your  balance  sheet. 

We  are  organized  by  client  needs,  not  by  product  line.  So 
we're  free  to  draw  on  global  resources  to  get  a  total  picture 


of  your  business.  From  there,  we  can  build  a  customized 
program  that  improves  the  efficiency  of  your  risk  retentions 
and  keeps  you  in  control,  regardless  of  what  lies  ahead. 
If  you  want  to  keep  your  head  above  the  clouds,  ask  your 
broker  about  AM-RE  MANAGERS. 

AM-RE  MANAGERS,  INC. 

A  subsidiary  of  American  Re  Corporation. 

685  College  Road  East,  Princeton,  NJ  08543-5241  (609)  275-2000. 

American  Re  Corporation  Group  is  rated  A+  (Superior)  by  A.  M.  Best 
and  has  statutory  assets  of  $5.1  billion. 


Atlanta,  Beijing,  Bermuda,  Bogota,  Boston,  Brussels,  Buenos  Aires,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City.  London,  Los  Angeles, 
Melbourne,  Mexico  City,  Minneapolis,  Montreal,  New  York.  Philadelphia,  Princeton,  San  Francisco,  Santiago,  Singapore,  Sydney.  Tokyo,  Toronto,  Vienna 


floor  staff  to  do  is  keep  the  shelves  in 
relatively  neat  order.  The  average  .veil- 
ing price  is  a  mere  $11,  which  would 
barely  cover  the  salesman's  wages  at 
a  high-end  store. 

This  isn't  Nordstrom,  but  the  Pay- 
less  approach  to  selling  shoes  has 
generated  some  impressive  volume. 
With  4,265  stores  nationwide,  the 
$2.3  billion  '1995  revenues)  Payless 
chain  sells  one  out  of  every  five  shoes 
in  the  country. 

Untii  last  May  a  subsidiary  of  May 
Department  Stores,  Payless  earned 
$54  million  last  year,  $1.34  a  share, 
and  will  probably  earn  $2.57  a  share 
this  year,  according  to  Gruntal  & 
Co.'s  Susan  Silverstein. 

But  don't  think  Steven  Douglass, 
Payless'  47-year-old  chairman,  and 


Richard  Jolosky,  its  62 -year-old  presi- 
dent, are  breathing  easy.  This  is  the 
shoe  business,  remember.  Payless  got 
where  it  is  by  undercutting  full-service 
•.hoe  stores.  Now  it  is  competing  with 
every  retailer's  nightmare — Wal-Mart, 
in  the  $3  to  $25  price  range,  Payless 
is  number  one,  but  Wal-Mart,  accord- 
ing to  Nashville,  Tenn. -based 
Footwear  Market  Insights,  has 
climbed  from  a  distant  number  three 
position  five  years  ago  to  a  strong 
number  two. 

Payless  is  also  still  recovering  from 
some  recent  problems.  In  1994 
same-store  sales  were  merely  flat;  the 
next  year  they  fell  3.7%.  Net  margins 
declined  from  6.8%  in  1993  to  2.3% 
in  1995.  What  went  wrong?  First 
there  was  the  1994  acquisition  of  the 


A  clog  trycut 
Wanna  save  $62  on 
a  $70  pair  of  shoes? 


Cleveland-based  Kobacker's  chain  of 
550  stores.  It  would  be  ambitious  for 
any  store  chain  to  increase  its  count 
by  15%  in  one  swoop.  Adding  to  the 
distress,  Payless  chose  not  to  buy 
Kobacker's  inventory.  The  going-out- 
of- business  sale  had  customers  walk- 
ing out  with  shopping  bags  full  of 
shoes.  There  was  no  room  left  in 
their  closets  for  Payless. 

May  Department  Stores,  which 
had  owned  Payless  for  the  previous 
16  years,  got  impatient.  Last  May, 
May  decided  to  exit  the  shoe  busi- 
ness, and  distributed  Payless  to  May's 
shareholders.  The  shareholders 
didn't  want  the  business  either.  Half 
of  Payless'  40  million  shares  were 
sold  in  six  weeks.  The  stock  began 
trading  at  a  mere  19H  Just  one  Wall 
Street  analyst  condescended  to 
follow  the  firm. 

Given  the  job  of  getting  the  busi- 
ness back  on  track,  Steve  Douglass 
and  Dick  Jolosky  brought  comple- 
mentary skills  to  the  task.  Douglass, 
a  20-year  veteran  of  May  who  came 
up  through  its  financial  and  opera- 
tions ranks,  is  a  fastidious  dresser  who 
wears  navy  pinstripes  to  work  and 
pores  over  the  numbers.  Somewhat 
obsessive  by  nature,  Douglass  makes 
unannounced  visits  every  other  week 
to  select  stores,  looking  for  stains  on 
the  carpets  and  sometimes  cleaning 
them  off  himself  to  set  an  example 
for  the  manager.  He  also  picks  over 
profit-and-loss  statements.  In  one 
eight-month  period,  he  shut  down 
319  unprofitable  stores. 

Douglass  also  worries  about  the 
styles  Payless  carries.  "Our  shoes 
tended  to  get  a  litde  too  much  of  the 
black,  chunky-heeled  look,"  says 
Douglass,  referring  to  the  recent  dif- 
ficulties. "We  didn't  appeal  as  broad- 
ly as  we  should  have." 

Dick  Jolosky,  outgoing  and  avun- 
cular, is  a  tough  ex-Marine  who  had 
headed  merchandising  for  Payless  and 
later  served  as  president  from  1985 
to  1988.  He  rejoined  the  company 
out  of  semiretirement  to  help  Dou- 
glass get  it  moving  again.  Jolosky, 
who  likes  to  dress  casually,  once 
dressed  up  as  General  Patton  to  rally 
die  troops  for  a  sales  meeting. 

Most  important,  Jolosky  knows 
Wal-Mart  well.  He  was  recruited  by 
Sam  Walton  himself  and  served  as 
Wal-Mart's  senior  vice  president  of 
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apparel  and  home  goods  from  1978 
to  1981. 

"When  I  visited  stores  with  Sam, 
he  never  looked  to  see  the  things  that 
we  were  doing  better  than  the  com- 
petition," recalls  Jolosky.  "He  always 
looked  for  the  things  that  the  com- 
petition was  doing  better  than  us." 

Once  back  at  Payless  in  January 
1996,  Jolosky  looked  at  the  world 
through  Walton's  eyes.  He  saw  that 
both  Wal-Mart  and  Kmart  were  supe- 
rior in  workboots. 

In  response,  he  and  Douglass 
expanded  Payless'  lineup  of  work- 
boots,  which  are  now  displayed 
prominently  in  store  windows.  The 
$40  Honcho  model,  complete  with 
Thinsulate,  is  selling  well. 

Further  out  on  the  fashion  front, 
Payless  is  selling  its  own  version  of 
Nine  West's  $80  Easy  Spirit  women's 
shoe  for  $13.  It  has  also  brought  out 
an  $18  model  of  the  hot  $65  Simple 
brand  leather  clog,  and  a  knockoff  of 
Stegmann's  $70  wool  clogs  for  as 
little  as  $8. 

Speed-to-market  is  not  a  Payless 
problem.  An  automated  warehouse  in 


<fWhen  I  visited  stores  with  Sam,  he  never  looked  to  see 
the  things  that  we  were  doing  better  than  the  competition," 
recalls  Jolosky.  "He  always  looked  for  the  things  that 
the  competition  was  doing  better  than  us." 


Topeka  with  17  acres  under  roof  can 
restock  half  of  Payless'  stores  on  as 
little  as  a  day's  notice.  Payless  buys  a 
third  of  its  shoes  directly  from  Asian 
manufacturers;  it  has  had  a  Taipei 
office  since  1983.  It  can  do  a  passing 
imitation  of  a  popular  department 
store  shoe  style  and  have  it  in  stock  in 
just  120  days. 

Most  of  Payless'  customers  are 
women,  and  Douglass  and  Jolosky 
are  looking  for  ways  to  beat  their 
competitors  in  attracting  more 
women  to  their  stores.  In  773  of  its 
stores  Payless  now  devotes  an  addi- 
tional 1 ,000  square  feet  to  childrens' 
shoes,  including  a  video  monitor  to 
distract  the  kids.  Wal-Mart  doesn't 
have  that  yet. 

Payless  has  no  debt  and  has  thrown 
off  $200  million  of  cash  in  the  six 
months  through  Aug.  3.  Same-store 


sales  rose  5%  during  that  period;  net 
earnings,  excluding  spinoff  costs,  rose 
12.3%,  to  $68.2  million,  or  $1.69  a 
share.  The  stock,  trading  at  34,  is  sell- 
ing for  13  times  this  year's  likely 
earnings,  just  two-thirds  the  ratio  of 
similar  stores. 

Douglass  says  he'll  use  part  of  his 
cash  flow  to  add  500  stores  over  the 
next  five  years.  The  company  is  also 
considering  expanding  overseas.  But 
Douglass  doesn't  want  to  over- 
promise  and  risk  disappointing  Wall 
Street.  He  will  only  commit  to  annual 
earnings  growth  of  5%  to  8%. 

"We  like  to  plan  conservatively  and 
then  work  very  hard  to  beat  those 
plans,"  he  says.  "When  we  do,  we 
make  a  lot  of  money  for  our  share- 
holders." And  a  lot  for  him  and 
Jolosky.  Between  them,  they  have 
183,000  options.  n 


STUDY  FINDS  INCREASE  IN 
COOKING  AMONG  SINGLE  MEN 

Smoke  alarm  company's  web  site  rings  up  267,521  hits. 


The  RS/6000  Web  Server  No  matter  what  kind  of  business  you're  in,  the  RS/6000"  web 
server  makes  it  easy  to  take  advantage  of  hot  new  opportunities  that  come  along.  That's  because  it 
comes  loaded  with  whatever  you'll  need  to  get  your  web  site  up  and  running  -  like  Netscape*  or  IBM 
software.  For  all  the  news,  call  1  800  IBM-2468,  ext.  FA055,  or  drop  by  www.rs6000.ibm.com 


Solutions  ioi  a  small  planet" 


IBM  is  a  legislated  trademark  and  RS/6000  and  Solutions  tor  a  small  planet  are  Itademarks  ol  International  Business  Machines  Corporalion  Netscape  is  a  registered  trademark  ol  Nelscape  Communications  Corporation  The  IBM  home  page  can  be  found  al  www  ibm  com  ©I  996  IBM  Corporation 
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nvestor.  Tke  very  adventurous  investor.  And  those  of  you  who  are  a  little  of  Loth.  Ash 
our  financial  advisor.  Call  1-888-MANULIFE.  Or  visit  www.manulife.com. 
whether  you  need  a  401(h)  plan,  life  insurance,  mutua  1  funds  or  annuities,  vou'll 
ind,  we're  smart  company  for'your  money.3- 
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Coca-Cola  has  big       in  Europe— but  will  Brussels  bureaucrats  get  in  the  way? 

Stomach  share 


By  Howard  Banks 

It  took  a  while  for  the  Brussels- 
based  European  competition  author- 
ities to  take  notice  of  what  Coca-Cola 
Co.  and  Coca-Cola  Enterprises 
(Coke's  49%-owned  bottling  and  dis- 
tribution arm),  were  up  to.  But  now 
the  European  Union  has  called  a 
time-out  for  a  lengthy  review  of  the 
Coke  pair's  latest  maneuvering.  The 
review  is  essentially  a  delaying  tactic, 
but  it  could  throw  a  monkey  wrench 
into  Coke's  plans  to  further  dominate 
Europe's  market  for  beverages — and 
not  just  for  cola  drinks  but  for  fruit 
juices  and  bottled  waters  as  well. 

The  specific  deal  that  has  the  Brus- 
sels trustbusters  all  of  a  fizz  is  Coca- 
Cola  Enterprises'  announcement  in 
June  that  it  will  pay  $1.85  billion  for 
CCSB,  a  big  British  beverage  bottler. 
CCSB's  current  owners  are  Coca-Cola 
(with  49%)  and  Cadbury-Schweppes 
(with  51%). 

On  its  own,  this  deal  is  not  terribly 
alarming  even  to  Brussels'  most  tren- 
chant antitrust  authorities,  in  the 
European  Union's  so-called  DG-4 
competition  department  (the  world's 
second  toughest,  beaten  only  by  the 
U.S.').  But  add  in  the  following  deals 
that  each,  at  the  time,  also  failed  to 
arouse  Brussels  officials'  sensitivities, 
and  are  now  giving  them  second 
thoughts: 

In  1994  Coca-Cola  Enterprises 
also  took  exclusive  control  of  bottling 
and  distributing  Coke  and  other 
Coke  brands,  such  as  Sprite  and 
Fanta,  in  the  Netherlands.  Last  year 
CCE  took  over  exclusive  rights  to 
bottle  and  distribute  Coke  and  relat- 
ed products  in  most  of  France  and 
Belgium. 

In  1995  the  four  major  German 
Coke  distributors  merged,  with  the 
deal  giving  Coca-Cola  itself  a  minor- 
ity equity  stake  in  the  operation. 

In  Scandinavia  an  existing  bot- 
tling/distribution deal  nded  last 
year;  Coke  is  playing  harcu  !1  with 
local  bottlers  in  negotiating  . 


deal.  The  Danish  Carlsburg  Brewing 
would  like  to  get  its  hands  on  this 
deal,  but  the  company  is  having  a 
hard  time. 

All  of  these  pieces  are  part  of  a 
larger  and  well-planned  strategy. 
Coke  is  creating  in  Europe  what  it 
calls  "anchor  bottlers" — large  domi- 
nant players  in  the  local  soft  drink 
markets.  The  anchors  will  distribute 
not  only  Coke's  cola  drinks  but  also 
other  brands  Coke  owns  or  may  own, 
as  well  as  brands  that  will  cut  special 
deals  to  be  included  in  Coke's  mar- 
keting machine.  Coke  prefers  to  have 
equity  stakes  in  as  many  of  these 
anchors  as  possible. 

It's  a  strategy  that  has  proven  it 
can  work.  In  the  Philippines,  Pepsi  at 
one  time  sold  three  times  Coke's 
volume.  Then  Coke  took  over  its 


own  distribution  using  an  anchor 
bottler.  Today  Coca-Cola  outsells 
Pepsi  in  the  Philippines  by  a  healthy 
margin  of  3- to -1. 

The  European  trustbusters  were 
spurred  to  delaying  tactics  in  Coca- 
Cola  Enterprises'  proposed  deal  to 
purchase  ccsb  by  cries  of  "Foul!" 
from  many  smaller  European  bever- 
age makers  and  distributors.  One 
such  was  A.G.  Barr,  best  known  in 
the  U.K.  for  a  sugary,  fizzy  drink 
called  Tizer,  but  which  also  has  a  deal 
to  distribute  Orangina,  a  popular  soft 
drink  from  France's  Pernod-Ricard. 

Pernod-Ricard  has  also  protested 
what  it  fears  is  Coke's  growing 
hegemony  in  Europe.  Another  loud 
protest  came  from  Britvic,  a  compa- 
ny that  distributes  soft  drinks,  espe- 
cially fruit  juices,  to  Britain's  public 
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Siebe  power 

controls  allow  the 
Japanese  to 

talk  at  218  miles 


per  hour 


At  work  in  every  corner  of  the  world  there's  an 
engineering  company  called  Siebe.  In  japan,  the 
Bullet  train  telephones  run  on  our  power  control 
systems,  keeping  passengers  talking  at  top  speed. 


r 


\®  Elsewhere,  our  innovations  stretch  from  appliance 
controls  to  automated  factories  and  from  air 
compressors  to  safety  equipment.  And  we're 
always  in  the  most  important  place  of  all.  The  lead. 


SIEBE  THE  ENGINEER.  HERE,  THERE  AND  EVERYWHERE. 

Siebe  pic.  Saxon  House,  2-4  Victoria  Street.  Windsor,  Berkshire  SL4  I  EN.  England.  Tel. +44  I7S3  855411.  Siebe  Inc.  33  Commercial  Street.  Foxboro.  MA  02035  USA.  Tel.  l-888-FOXBORO. 
For  information  regarding  the  ADR  Program  call  Bankers  Trust  Company  as  Depositary  on  1-800-735-7777. 


houses.  And  another  from  the 
British  subsidiary  of  the  Canandian 
Cott  Corp.,  which  makes  its  own 
brand  of  colas  for  the  like;;  of  the 
Sainsbury  grocery  chain  and 
Richard  Branson's  Virgin  Group. 

PepsiCo,  number  two  to  Coke  in 
Europe  as  in  the  rest  of  the  world, 
was  a  latecomer  to  the  protest,  but 
it's  complaining  now.  Pepsi  has  par- 
ticular reason  to  be  upset.  It  owns 
10%  ofBritvic  and  tried  to  take  over 
the  rest  of  the  distributor  last  year. 
The  European  Commission  scotched 
the  deal  on  antitrust  grounds. 

The  tentacles  of  the  EU's  inquiry 
into  Coca-Cola  Enterprises'  proposed 
takeover  of  Britain's  ccsb  are  spread- 
ing widely,  and  now  extend  well 
beyond  Britain's  shores  and  beyond 
the  carbonated  drinks  segment.  Fruit 
juices  come  high  on  this  extended 
list,  not  least  because  in  September 
Coca-Cola  Foods,  a  division  of  Coca- 
Cola,  also  announced  a  broad,  exclu- 
sive deal  involving  fruit  juice  dis 
tribution  with  France's 
Groupe  Danone.  Coke's 
press  agents  must  have 
been  dozing:  The 
company  announced 
the  Danone  deal 
just  one  day 
after  Brus- 
sels' trust- 
busters  re- 
vealed they 
were  undertak 
ing  a  full  inquiry 
into  Coca-Cola  Enterprises'  deal  with 
Cadbury-Schweppes. 

Inevitably,  the  Coke/Danone  tie- 
up  is  leading  the  Brussels  inquisitors 
into  the  botded-water  market.  That's 
because  Danone  owns  Europe's 
largest  brands — Evian,  Badoit  and 
Volvic.  Here  the  complainer  of  note 
is  mighty  Nestle.  The  Swiss  giant 
owns  Perrier  and  also  a  whole  range 
of  fruit  juices  that  the  Coca- 
Cola/Danone  deal  threatens. 

This  fight  is  all  about  one  thing: 
marketing  muscle.  As  in  Hollywood's 
old  practice  of  block-booking  movies, 
control  of  the  world's  largest  bever- 
age brand  by  far — Coke — in  the 
drink  trade  makes  it  much  easier  to 
push  the  rest  of  the  company's  bev- 
erages. You  want  Coke?  Okay,  but 
you'll  have  to  take  some  Sprite,  too. 
"What  we're  after  is  more  of  a  share 


of  what  goes  into  people's  stomachs," 
is  how  one  Coke  insider  puts  it. 

One  of  the  most  difficult  issues  the 
Brussels  officials  must  resolve  is  this: 
Just  how  independent  are  Coca-Cola 
and  Coca-Cola  Enterprises  from  each 
other?  Legally  they  are  distinct,  pub- 
licly traded  companies.  But  Coke 
owns  almost  half  of  CCE.  Coke's  pres- 
ident, M.D:  Ivester,  also  serves  as 
CCE's  chairman;  the  two  companies 
share  other  board  members.  It  will  be 
surprising  if  Brussels'  antitrust 
authorities  do  not  take  the  view  that 
Coke  and  the  bottler  are  two  separate 
companies  that  act  in  each  other's 
best  interests  in  northern  Europe, 
and  not  at  arm's  length. 


canning  plant  in  Dunkirk,  France. 
Will  its  cans  go  through  the  Chunnel 
for  sale  on  British  shelves?  Using 
economies  of  scale  to  make  new  start- 
up products  in  just  one  place  in 
Europe  will  also  give  Coke/ccE  a 
considerable  cost  and  marketing 
advantage  over  Pepsi,  Nestle, 
Pernod-Ricard  and  other  competitors 
in  Europe. 

Nobody  in  the  industry  is  expect- 
ing the  eu's  competition  authorities 
to  block  Coca-Cola  Enterprises' 
acquisition  of  CCSB  outright.  That's 
not  the  way  the  bureaucrats  like  to 
operate  these  days.  Rather,  the  ques- 
tion is  what  kind  of  subtle  restrictions 
might  Brussels  impose — how  tough, 


"What  we're  after  is  more  of  a  share 
of  what  goes  into  people's  stomachs,' 
is  how  one  Coke  insider  puts  it.  You 
want  Coke?  Then  you'll  have  to  take 

some  Sprite,  too. 


Coke's  financial  clout  also 
underwrites  CCE.  Together  the 
pair  can  afford  to  ramp  up  mar- 
keting efforts,  add  lots  of  trained 
salespeople,  spend  more  on  in-store 
promotions  and  cash-backs  to  con- 
sumers and  retailers,  and  especially 
on  advertising. 

Industry  sources  say  this  can 
already  be  seen  in  the  Netherlands. 
Coke's  Dutch  advertising  spending 
has  doubled  since  the  end  of  1993. 
This  spending  has  not  boosted 
Coke's  market  share  (which  contin- 
ues to  run  around  50%  to  60%  of  the 
Dutch  market,  as  in  most  of  Europe), 
but  it  has  done  wonders  for  Coke's 
other  brands.  The  big  gainer  in  the 
Netherlands  has  been  Sprite,  followed 
by  Fanta.  Local  brands  without  a 
Coke  connection  have  lost  share. 

Coca-Cola  has  already  started  ad- 
vertising Sprite  in  the  U.K.  even 
though  it  will  not  begin  distributing 
it  in  that  country  until  after  the  CCSB 
deal  with  Cadbury-Schweppes  is 
completed.  Assuming,  that  is,  Brus- 
sels allows  it  to  be  completed. 

Another  question  concerning  the 
rest  of  the  industry  is  just  how  much 
Coke/ CCE  will  work  across  borders. 
There  is,  for  example,  a  large  Coke 


how  extensive  might  they  be?  Just 
two  years  ago  Brussels  in  effect  killed 
Pepsi's  proposed  acquisition  of 
Britvic  by  restricting  Britvic's  long- 
term  supply  contracts  with  British 
public  houses. 

Cadbury-Schweppes  is  under- 
standably nervous  about  the  outcome 
of  the  EU  inquiry.  The  British  bever- 
age-and-candy  company  stands  to  get 
nearly  $1  billion  for  its  stake  in  the 
CCSB  bottling  outfit,  a  very  generous 
1 1  times  Cadbury's  share  of  the  bot- 
tler's earnings  last  year. 

Cadbury-Schweppes  wants  to  use 
the  money  to  reduce  debt  (mostly 
arising  from  the  $1.7  billion  spent 
buying  the  74%  of  Dr  Pepper  it  did 
not  already  own)  and  also  to  make 
acquisitions  in  the  confectionery  and 
chocolate  markets.  Another  reason 
Cadbury  wants  to  consummate  the 
sale  quickly:  ccsb's  bottling  arrange- 
ment with  Coke  will  end  in  ten  years 
anyway. 

Brussels'  trustbusters  say  they  will 
rule  on  Coke/Coca-Cola  Enterpris- 
es' deal  for  CCSB  in  January.  The  out- 
come will  have  a  lot  to  say  about 
Coke's — and  its  competitors' — Euro- 
pean prospects. 

Stay  tuned.  ■ 
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WOW! 

Team  effort  saves  customer  $30,000. 


ft 


Output  Technology  Corporation  of  Spokane  was  impressed 
by  Roadway's  P  pKfft    IHwBHgBl  shipment 


record.  So  impressed,  they  made  us  their  Single  SOUICe 


carrier. 


Things  were  going  great!  But  then  a  customer 
called  Output  to  report  a  shortage  of  25  printers!  With 
$30,000  on  the  line,  Sherri  Offield  of  our  Spokane  Service 


contacted  the  Roadway  sales 


representative 


closest  to  the  customer. 
Working  with  their  receiving  department,  he 
checked  their  records  and  helped  locate  the  missing 
printers  at  their  facility.  Output  Technology  Corporation 
Traffic  Manager  Art  Visvydas  says,  "We  try  to  organize  our  business 

3  keep  problems  from  happening.  That's  why  we 

from  people 


chose  Roadway.  We  knew 
like  Sherri  would 


local  response 


meet  our  needs. 


Roadway's  team 


made  our  customer  happy,  so  we're  happy." 

|'<|  w^SfflUL  I  Roadway  Express 

blends  the  most  efficient  network  with  the  most 
responsive  workforce  in  the  industry  to  deliver 
exceptional  customer  service  to  you. 


ROADWAY 

Express 


Call  your  local  service  center  today  or  Roadway  toll-free  at.. 


1-800-257-2837 


http://www.roadway.com   e-mail:  rexmail@roadway.com 


Exceptional  Service.  .  .No  Exceptions 


Grocery  magnate  Ron  Burkle  throws  lots  of  swank 
parties  for  celebrities  and  politicians  of  many  stripes. 
Strictly  business,  he  says. 


By  Damon  Darlio 


Ronald  Burkle  of  Yucaipa  Cos. 

Beneath  his  serious  mien  lurks  a  guy  who  loves  to  throw  a  party. 


In  1993,  40-year-old  Ronald  W.  (for 
Wayne)  Burkle  paid  $13  million  for 
Green  Acres,  the  historic  Beverly  Hills 
mansion  built  by  silent-film  star 
Harold  Lloyd  and  previously  owned 
by  department  store  heir  Ted  Field. 
Hardly  had  his  movers  left  than 
Burkle  began  entertaining  on  a  grand 
scale.  His  red  leather  photo  albums 


brim  with  snapshots  of  fundraisers  for 
California  Governor  Pete  Wilson  and 
Attorney  General  Dan  Lungren,  Los 
Angeles  Mayor  Richard  Riordan,  San 
Francisco  Mayor  Willie  Brown  (to 
whom  the  band  Color  Me  Badd  sang 
"I  Wanna  Sex  You  Up").  Burkle's 
mid-September  bash  for  Bill  Clinton 
featured  Tom  Hanks  as  master  of  cer- 


emonies and  White  House  press  sec- 
retary Michael  McCurry  jumping 
fully  clothed  into  Green  Acres'  pool; 
the  do  raised  $4.5  million. 

Burkle's  money  comes  from  gro- 
cery stores.  He  started  his  career  bag- 
ging groceries  at  his  father's  modest 
store  in  Claremont,  Calif.  He 
dropped  out  of  college  in  1973  to  try 
his  hand  managing  grocery  stores.  In 
1986  he  began  to  buy  his  own  stores. 

Since  then,  Burkle  has 
been  a  prime  mover  in 
$6.6  billion  worth  of 
deals  and  put  together 
one  of  the  top  ten  super- 
market groups  in  the  U.S. 
His  partners  in  these  deals 
include  Leon  Black's 
Apollo  Advisors  and  Ken- 
neth Moelis,  managing 
director  for  corporate 
finance  at  Donaldson, 
Lufkin  &  Jenrette. 

Burkle  operates 
through  his  privately 
owned  Yucaipa  Cos., 
headquartered  in  Los 
Angeles.  Through 
Yucaipa,  Burkle  con- 
trols three  supermarket 
chains  through  separate 
minority  equity  stakes. 
Yucaipa  owns  42%  of 
southern  California's 
Ralphs  Grocery  Co. 
chain;  23%  of  Smith's 
Food  &  Drug  Centers,  a 
publicly  traded  company 
with  nearly  150  stores  in 
the  Southwest  and 
Mountain  states;  and 
13.8%  of  Dominick's 
Finer  Foods,  a  Chicago- 
based  chain  that  Burkle 
and  some  partners  hope 
to  take  public  soon. 
Together  these  three 
chains  gross  over  $10  bil- 
lion a  year  and  generate 
cash  flow  (earnings 
before  interest,  taxes, 
depreciation  and  amortization)  of 
$638  million. 

Politically,  Burkle  says  he  swings 
both  ways.  "I  hold  30  or  40  events  a 
year  and  they  span  the  political  spec- 
trum," he  says.  He  adds:  "The  first 
thing  they  teach  you  in  checkout- 
counter  school  is  not  to  talk  politics 
or  religion  with  the  customers." 
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Customized  Leveraged  Financing 
For  A  $1.7  Billion  Spin-Off 

(We  Knew  How  To  Make  All  The  Pieces  Fit) 

Working  closely  with  this  client  gave  us  the  knowledge  to  structure 
financing  for  the  spin-off  of  34  of  their  companies  in  less  than  a  week. 
The  deal  was  designed  to  enhance  shareholder  value  and  create 
a  new  corporation  with  a  flexible  capital  structure.  We  understood 
the  company  well  enough  to  recognize  the  value  of  every  piece. 


Bank  of  America 


Our  client  had  the  benefit  of  a  team 
of  specialists  in  relationship  management, 
corporate  finance  and  global  syndication. 


that  the  p 


But  he  doesn't  deny 
he  throws  are  good  for  his  business. 
With  thousands  of  employees,  he's 
had  to  worry  about  escalating  work- 
ers' compensation  claims  in  California, 
and  he  helped  to  get  Willie  Brown, 
then  Speaker  of  California's  House  of 
Representatives,  to  accommodate  his 
and  other  business  leaders'  reforms. 

Burkle  is  a  big  suppor  ter  of  the  cur- 
rent assembly  speaker,  Orange  County 
Republican  Curtis  Pringle.  Why?  He's 
interested  in  regulatory  and  tort 
reform.  Burkle  also  gives  generously 
to  local  charities  to  generate 
favor  with  outspoken  figures 
in  his  customers'  communi- 
ties. Example:  $40,000  last 
year  to  start  Little  League 
baseball  in  the  predominantly 
minority  neighborhood  of 
Watts  in  Los  Angeles. 

"You  have  to  talk  to  the 
other  side  in  order  to  get 
them  to  listen,"  says  Burkle. 

Running  supermarkets 
these  days  is  more  than  know- 
ing the  right  price  for  a  can  of 
peas.  With  flat  industry  sales, 
the  way  to  grow  is  to  take 
market  share  away  from  the 
other  guy  by  building  bigger 
and  more  convenient  stores 
and  closing  small,  inefficient 
operations.  (Burkle  built  27 
new  Ralphs  stores  last  year, 
half  of  all  the  new  groceries  in 
southern  California.) 

There's  real  danger,  howev- 
er, for  a  gambler  like  Burkle. 
Selling  groceries  is  a  low-  HH 
margin  business,  and  Burkle  is 
financing  his  expansion  by  taking  on 
greater  loads  of  debt.  The  Smith's 
operation  owes  over  $1.4  billion. 
Ralphs  is  carrying  $1  billion  in  debt 
against  just  $59  million  in  sharehold- 
ers' equity.  Dominick's  owes  $600 
million.  Total  cash  flow  is  adequate  to 
service  the  debt,  but  any  delays  in 
opening  new  stores  can  hurt  the 
bottom  line  and  make  Burkle's  credi- 
tors nervous.  In  short,  it  pays  to  be  on 
good  terms  with  pols  so  a  new  ouriet 
can  get  up  and  running  smoothly. 

So  far  Burkle  has  kept  his  lenders 
happy.  His  stores,  either  number  one 
or  a  strong  number  two  in  every 
market,  are  gaining  share.  Thanks  in 
part  to  getting  bigger  volume  dis- 
counts from  national  manufacturers, 


Ralphs'  gross  profit  margins  have 
improved  to  21%  from  19%  last  year. 
Cash  flow,  too,  is  rising.  All  of 
Burkle's  junk-rated  bonds  are  trading 
at  least  four  points  above  par. 

Burkle  pulled  off  a  real  coup  19 
months  ago  when  he  engineered  a 
$693  million  leveraged  buyout  of 
Dominick's,  a  $2.4  billion  (revenues) 
grocery  chain.  He  put  $20  million  of 
Yucaipa's  cash  into  equity.  Burlde  cut 
his  actual  cash  at  risk  to  $6  million  by 
taking  a  $14  million  cash  consulting 
fee  from  Dominick's. 


selves,  and  that  means  regular  visits. 
Right  now,  60%  of  the  people  in 
southern  California  go  into  a  Ralphs 
store  at  least  once  every  30  days.  Half 
of  them  go  in  at  least  every  10  days. 

A  supermarket  thus  becomes  real 
estate  where  other  retailers  want  to 
sublet.  Burkle  can  collect  a  premium 
from  banks  for  space  in  his  grocery 
stores.  Video  rentals  are  a  mainstay; 
music  ministores  will  be  next.  The 
federal  government  is  moving  toward 
a  paperless  dissemination  of  welfare 
checks  in  1999  that  may  see  grocery 


A  new  Ralphs  supermarket  in  Santa  Monica,  Calif. 

Burkle  is  outbuilding  competitors,  cutting  costs  and  keeping  his  junk  bond  holders  happy. 


Taking  advantage  of  Wall  Street's 
high  prices  for  equities,  the  buyout 
group  hopes  to  take  Dominick's 
public  in  a  few  weeks,  at  an  estimated 
$17  a  share.  That  price  would  value 
Yucaipa's  stake  in  Dominick's  at  $60 
million — plus  whatever  Burkle  makes 
on  warrants  to  acquire  3.8  million 
additional  Dominick's  shares  at  an 
exercise  price  of  $20  a  share. 

Many  business  people  and  investors 
are  turned  off  by  the  grocery  indus- 
try's 2.5%  net  margins.  Burkle  sees 
something  else.  He  believes  grocery 
stores  will  still  be  around  long  after 
other  retailers  surrender  much  day- 
to-day  traffic  to  phone  and  electron- 
ic shopping.  Most  people  will  still 
want  to  pick  out  their  food  them- 


stores  function  as  intermediaries. 
Other  government  services  may 
follow.  "We  are  going  to  be  in  a 
unique  position  to  see  customers," 
notes  Burkle.  He  says  he's  actively 
prowling  for  more  acquisitions. 

Having  made  a  small  but  still  consid- 
erable fortune  (Forbes'  estimate:  $200 
million),  Burkle  now  seems  determined 
to  enjoy  the  fruits  of  his  labors.  He 
recendy  dropped  25  pounds  through 
daily  Workouts,  and  his  hair  is  now  a 
sun-faded  dirty  blond.  The  charms  of 
Green  Acres  beckon.  But  Apollo's  Leon 
Black  says  he  would  be  surprised  if 
Burkle  were  to  let  celebrity  partying  get 
in  die  way  of  his  business. 

"He's  real  smart,"  says  Black,  "and 
he's  real  hungry."  WM 
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\  Report  to  Investors  on  Gold  and  Precious  metals 


Gold  and 


Silver  Markets  in  i<^<^€> 


Although  the  gold  market  has  shown  a 
general  lack  of  direction  in  1996,  the 
modest  surge  in  prices  (from  $388  to 
$4 1 7  per  ounce)  in  the  first  five  weeks  of 
the  year  provided  some  excitement  for 
traders.  Underneath  this  seemingly 
featureless  market  lies  much  activity. 

This  year's  spike  in  the  gold  price 
seemed  to  appear  without  any  general 
increase  in  inflationary  pressure  and  with 
only  modest  support  from  the  physical 
markets.  A  number  of  observations  need 
to  be  made  about  January's  price  rise. 
The  first  is  that  it  was  achieved  due  to  the 
actions  of  primarily  North  American 
funds.  Secondly,  rather  than  meeting 
resistance  due  to  supply  from  producer 
forward-selling,  the  price  rise  led  to 
mining  companies  holding  off  from  sales 
(although  once  the  price  came  off  its 
peak,  producer  hedging  did  bring  addition- 
al supply  to  the  market). 

Moreover;  the  price  rise  was  limited, 
and  in  part  terminated,  by  a  concentration 
of  central  bank  sales  during  the  early 
months  of  the  year  Another  observation: 
When  the  rally  began  to  stall  in  February, 
many  of  the  physical  markets  were 
already  past  their  seasonal  peaks  at  that 
time.  Europe  and  North  America  were  in 
the  post-Christmas  doldrums,  while  in 
Asia  the  Chinese  New  Year  and  Ramadan 
coincided  for  the  first  time  in  a  genera- 
tion. India  was  the  only  one  major  market 
that  was  still  showing  seasonal  strength. 
The  Indian  appetite  for  gold  this  year  has 
been  truly  astonishing,  with  more  than 
200  tonnes  of  new  gold  being  imported 


By  Stewart  Murray 

during  the  first  half.  However;  this  was 
not  in  itself  enough  to  keep  the  price 
from  drifting  downward. 

Although  speculators  have  clearly 
gone  to  the  short  side  since  the  end  of 
February,  gold's  fundamentals  appear 
well-balanced  at  present.  Any  negative 
sentiment  about  the  metal  may  have  been 
exaggerated  in  recent  months  by  the 
debate  whether  the  IMF  would  agree  to 
sell  a  relatively  small  amount  —  some  596, 
or  1 6 1  metric  tonnes  —  of  its  gold  hold- 
ings. Nevertheless,  it  is  not  difficult  to 
understand  why  the  market  has  fallen 
back  in  the  first  half  of  this  year  For  one, 
Asia  has  shown  a  much  lower  level  of 
demand.  Likewise,  demand  has  subsided 
in  Europe,  where  the  major  economies 
are  struggling  to  cope  with  deflationary 
economic  policies. 


But  in  North  America,  fabrication 
demand  continues  to  improve,  though 
marginally.  In  addition  to  India,  another 
area  to  show  a  major  improvement  this 
year  is  the  Middle  East,  where  strengthen- 
ing economies  have  helped  local  gold 
demand  to  recover  to  levels  not  seen  for 
several  years.  But  perhaps  the  most  inter- 
esting development  in  the  market  this  year 


was  that  producers  suddenly  reversed 
their  forward  sales  from  the  beginning  of 
the  second  quarter  and,  since  then,  have 
been  closing  out  rather  than  extending 
their  forward  sales  commitments. 

Looking  ahead,  the  market  is  now  at 
the  start  of  the  strongest  six  months  of 
the  year  for  physical  demand.  For  the 
market's  physical  support,  the  critical 
factor  is  likely  to  be  what  happens  in 
the  run  up  to  the  Chinese  New  Year  in 
February  in  the  important  Asian  markets, 
above  all  in  China. 

Compared  with  gold,  silver  has  shown 
a  more  disappointing  price  trend  this  year 
The  price  has  so  far  failed  to  reach  the 
1 995  high  of  just  over  $6  per  ounce  and 
the  fall  from  this  February's  peak  of  $5.82 
has  been  significantly  greater  than  is  the 
case  with  gold.  This  is  partly  due  to  silver's 
relatively  greater  dependence  on  industrial 
demand  in  the  developed  countries,  which 
has  suffered  from  near  recessionary  con- 
ditions in  much  of  Europe.  Recently,  the 
silver  price  has  been  driven  below  the  $5 
level  by  investor  selling.  Nevertheless,  at 
this  level  there  is  a  healthy  demand  for 
the  metal  from  some  parts  of  Asia.  This, 
together  with  a  continued  reduction  in 
readily  available  stocks,  means  there  are 
still  many  investors  who  believe  in  silver's 
ability  to  recover  all  its  lost  ground. 

Writer  Stewart  Murray  is  chief  executive 
of  Gold  Fields  Mineral  Services  (GFMS),  a 
London-based  research  company  specializ- 
ing in  gold  and  silver  market  analysis. 
(Tel.:  171-828-8040,  Fax:  1 7 1-233-5096) 


Photo  credit:  All  photographs  in  this  section  are  courtesy  of  the  World  Gold  Council  Inc.  or  Platinum  Guild  International. 


]  Ore  Reserves 


j  Mineralized  Zone 


We've  got  good  news  and  better  news. 

Let's  start  with  the  good  news: 
Freeport-McMoRan  Copper  &  Gold 
has  completed  a  study  that  establishes 
the  economic  justification  for  an  expan- 
sion of  our  mine  and  mill  facilities, 
subject  to  certain  approvals.  The  opti- 
mum rate  of  expansion  is  expected  to 
be  at  least  190,000  to  200,000  metric 
tons  of  ore  per  day.  Yet  even  at  this 
expanded  rate,  we  will  still  have 
almost  30  years  of  proven  reserves. 

Now  the  better  news:  the  company 
has  successfully  identified  new  areas  of 
potentially  significant  high-grade  miner- 
alization within  an  area  called  the  "golden 
triangle."  This  area  also  encompasses  our 


Changes  In  Gross  Reserve  Position 
1986  To  1995 


""1 12/31/86   «$  12/31/95 


existing  ore  reserves  and  is  in  close  prox- 
imity  to  our  mill.  And  we  and  our 
partners  have  the  exclusive  mining  rights. 

Increases  in  proven  reserves  result- 
ing from  our  continuing  exploration  of 


these  promising  high-grade  miner- 
alized areas  in  the  "golden  triangle" 
could  further  enhance  the  value  of  our 
company  and  improve  our  profitability. 

Freeport-McMoRan  remains  among 
the  largest  and  lowest-cost  producers 
of  copper  and  gold  in  the  world.  We're 
committed  to  increasing  production, 
aggressive  exploration  and  creating 
shareholder  value.  To  learn  more  about 
Freeport-McMoRan  Copper  &  Gold, 
call  or  write  today. 


Freeport-McMoRan 
Copper  &  Gold 

A  Natural  Leader® 


® 


For  a  copy  of  our  Annual  Report,  call  1-800-518-2002  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  C-7,  P.O.  Box  61 1 19,  New  Orleans,  LA  70 161. 


Diver  sifying; 
I  With  Gold 

By  Richard  Scott-Ram 


For  several  years,  U.S.  investors  have  been 
reaping  the  benefits  of  an  exceptional 
stock  market  performance.  However 
with  the  stock  market  at  an  unusually  high 
level  and  some  analysts  predicting  a  possi- 
ble correction,  the  argument  for  diversify- 
ing a  portfolio  with  gold  is  compelling. 


What  Makes  Gold  a 
Good  Diversifier? 


Gold  can  play  an  important  role  in  a 
portfolio's  performance,  whether  the 
investment  style  is  conservative  or  aggres- 
sive. The  typical  portfolio  is  invested  in  a 
combination  of  financial  assets  such  as 
stocks,  bonds,  mutual  funds  and  money 


market  instruments.  Adding  gold  to  this 
type  of  portfolio  introduces  an  entirely 
different  type  of  asset  —  a  tangible  or 
"real"  asset  —  thus  increasing  the  portfo- 
lio's degree  of  diversification.  The  purpose 
of  diversification  is  to  protect  the  total 
portfolio  against  fluctuations  in  its  value. 
Gold  provides  that  kind  of  protection. 

The  reason  is  basic:  The  economic 
and  financial  forces  that  determine  the 
price  of  gold  are  different  from,  and  in 
many  cases  opposite  to,  the  forces  that 
determine  the  prices  of  most  financial 
assets.  The  value  of  an  equity,  for  exam- 
ple, depends  upon  a  company's  earnings 
and  growth  projections.  The  value  of  a 
company's  debt  instrument  depends  on 
its  safety  and  yield,  as  well  as  on  the  yields 
of  competing  fixed-income  investments. 
The  value  of  gold,  on  the  other  hand, 
depends  on  a  wide  variety  of  factors, 
including  worldwide  supply  of  gold,  fabri- 
cation demand,  central  bank  sales  and 
purchases,  currency  movements  and  polit- 
ical and  inflationary  expectations.  The 
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—         Compare  the 
U.S.  World  Gold  Fund 
to  gold  bullion  over  5  years. 

U.S.  World  Gold  Fund  $21,198.76 
Gold  bullion  $10,370.85 

Call  for  a  FREE  investment  kit  containing 
everything  you  need  to  open  an  account. 
1-800-557-2297,  ext.  154 


effects  of  all  these  factors  are  somewhat 
complex  and  variable.  But  the  important 
point  to  remember  is  that  these  factors 
cause  the  price  of  gold  to  move  indepen- 
dently of  the  prices  of  financial  assets, 
including  stocks  and  bonds. 

A  recent  study  commissioned  by  the 
World  Gold  Council  and  conducted  by  an 
independent  consulting  firm  compared 
the  performance  of  a  series  of  portfolios 
with  and  without  gold.  Five  different 
portfolios  containing  domestic  and  foreign 
stocks,  bonds,  real  estate  and  cash  of  vary- 
ing weights  were  rebalanced  to  include  a 
10%  gold  investment.  In  each  case,  the 
inclusion  of  gold  was  shown  to  have  one 
or  both  of  these  effects:  enhanced  port- 
folio return  and/educed  portfolio  risk 


A  Highly  Liquid, 
Tangible  Asset 


What  sets  gold  apart  from  other  tangible 
or  alternative  assets  is  its  high  degree  of 
liquidity.  Unlike  such  alternative  assets  as 
real  estate,  timberland  or  venture  capital, 
gold  can  be  converted  into  cash  at  any 
time.  International  trading  of  gold  is  car- 
ried on  24  hours  a  day.  Major  participants 
in  the  gold  market  include  some  of  the 
world's  highest-capitalized  banking  organi- 
zations whose  financial  strength  enhances 
market  liquidity.  Furthermore,  bid/offer 
spreads  on  gold  bullion  are  as  narrow  as 
those  of  widely  traded  blue-chip  stocks 
(such  as  IBM). 

Finally,  given  its  liquidity,  gold  can  serve 
as  an  excellent  means  of  collateral.  For 
instance,  when  the  October  1 987  crash  hit 
the  market,  gold  was  "the  best  and  most 
effective  means  of  raising  cash  against 
(equity)  margin  calls.  It  thus  acted  as 
the  insurance  policy  that  it  professes  to 
be,"  writes  Rhona  O'Connell,  a  gold 
analyst  at  London  brokerage  firmT  Hoare 
&  Co.,  Ltd. 

In  summary,  there  are  many  ways  in 
which  gold  can  help  a  portfolio  reach 
its  performance  goals.  A  highly  liquid, 
tangible  asset,  gold  can  be  a  useful 
diversifier  for  every  investor's  portfolio, 
regardless  of  investment  approach. 

Richard  Scott-Ram  is  economic  advisor  for 
the  World  Gold  Council.  The  World  Gold 
Council  is  an  international  organization 
formed  and  funded  by  leading  gold  mining 
companies  from  around  the  world  to 
increase  the  demand  for  gold. 


Like  all  mutual  funds,  Fund  shares  are  not  backed  by  the  U.S.  government.  Past  performance  is  no 
guarantee  of  future  results.  U.S.  stands  for  United  Services.  Investment  returns  and  principal  value  will 
fluctuate  so  that  you  may  have  a  gain  or  a  loss  when  you  sell  shares.  Investments  in  gold  funds  involve 
special  risks.  Gold  bullion  does  not  pay  dividends.  U.S.  World  Gold  reflects  total  return  with  all  dividends 
reinvested.  Chart  performance  as  of  6/28/96.  Chart  source:  Micropal  FWG364 


Historic  production 
of  50  million  ounces  of 
gold  over  a  60  -  year, 
period 

Planned  production 
of  one  million  ounces 
of  gold  by  the  year 
2000  at  an  estimated 
cash  cost  of  US$230 
per  ounce 

One  expansion 
project  and  four- 
developing  mines 

Mineable  reserves  of 
I  1 .4  million  ounces  of 
gold  and  total  mineral 
inventory  of  1 9.2 
million  ounces  of  gold 

Well  funded 
exploration  programs 
on  760,000  acres  of 
company  properties 

Entrepreneurial 
management 

Listings  on  the 
American  and  Toronto 
Stock  Exchanges 
Symbol  RYO 


^  Royal  Oak 

^  Mines  Inc. 


"«  Senior 
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MAKING" 


For  more  information  about  Royal  Oak  Mines,  call  Investor  Relations 
at  (206)  822-8992  or  fax  (206)  822-3552 

ROYAL  OAK  MINES  INC.  •  5501  LAKEVIEW  DRIVE  •  K1RKLAND  •  WASHINGTON  •  98033 


With  a  buy-back 
guarantee,  it's  not 

just  solid  gold. 

It's  a  solid 
investment. 


The  UBS  kinebar™  2001.  It's  a 
99.99%  fine  gold  bar  that  comes  in 
100  gram  (3.215  troy  ounces)  and  1 
kilogram  (32.15  troy  ounces)  sizes. 
And  it's  offered  exclusively  in  the 
U.S.  by  Dean  Witter  in  conjunction 
with  Union  Bank  of  Switzerland.  But 
what  makes  this  a  unique  investment 
opportunity  is  that  Union  Bank  of 
Switzerland  will  buy  the  gold  bars 
back  through  Dean  Witter  at  a 
guaranteed  minimum  price  of  $360 
per  troy  ounce  at  any  time  between 
now  and  December  18,  2001. 
Guaranteed.  To  receive  a  brochure 
about  the  UBS  kinebar™  2001,  call 
1-800 -THE-DEAN  today. 


Wt  Measure  Success  One  Investor  At  A  Time 

jjff  DEAN  WITTER 

1996  Dean  Witter  Reynolds  Inc.  Member  SIPC 


Participating  in 
Global  Growth 
With  Gold  Stocks 

By  Victor  Flores 


Gold  has  been  labeled  as  a  "barbarous 
relic"  by  its  detractors  and  as  the  haven 
of  last  resort  by  its  supporters.  Investors 
do  not  know  whether  gold  is  a  commod- 
ity, an  investment  or  a  hedge,  or  whether 
it  should  even  be  part  of  their  portfolios. 
However  as  the  capital  markets  have 
developed,  gold  and  gold  stocks  have 


become  an  increasingly  important  and 
profitable  component  of  a  well-diversified 
portfolio. 

The  dynamics  of  the  gold  market  have 
changed  significantly  in  the  past  1 5  years. 
In  1 980,  the  principal  driver  of  global  gold 
demand  was  speculative.  Today  the  pri- 
mary demand  for  gold  comes  from  the 
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ewelry  market,  which  has  had  the  effect 
3f  muting  the  price  of  gold.  An  environ- 
nent  of  relatively  stable  gold  prices  has 
provided  an  ideal  setting  for  the  develop- 
ment of  a  healthy,  growing  gold  mining 
ndustry,  and  this  worldwide  growth 
provides  opportunities  for  the  investor 


I  nvestment 
Options 


\s  recently  as  1 975,  investors  interested 
n  gold  mining  stocks  only  had  two 
options:  South  African  gold  stocks  and  a 
landful  of  small,  highly  speculative,  North 
\merican  exploration  companies. 

By  1 985  the  more  successful  North 
\merican  gold  mining  companies  began 
:o  merge,  creating  larger  companies  with 


broader  investment  appeal.  Speculative 
investors  still  had  their  pick  of  Canadian, 
American  and  Australian  junior  miners 
and  explorers,  while  the  conservative 
investor  stayed  with  the  stalwart  South 
African  producers. 

Today's  gold  mining  industry  is  much 
more  complex.  The  North  American 
gold  mining  industry  has  stratified  into 
exploration,  development,  junior,  midsize 
and  senior  producers.  The  Australian 
market  has  evolved  along  similar  lines.  In 
South  Africa,  the  mining  houses  are 
changing  rapidly  in  response  to  pressures 
from  international  investors. 


A  Gloh>al  Market 


With  the  stratification  of  the  gold  mining 
industry,  mining  companies  began  to  grow 
and  were  forced  to  seek  new  deposits 
outside  of  their  traditional  areas  of  opera- 
tion. Mining  companies  began  their  foray 
in  such  countries  as  Mexico  and  Chile. 
Soon  mining  entrepreneurs  moved  into 
Bolivia,  Peru,  Brazil  and  the  rest  of  Latin 
and  Central  America. 

The  same  scene  has  now  played  itself 
out  across  the  globe.  In  West  Africa, 
Ghana  was  the  first  country  to  open  up 
to  foreign  investment.  The  breakup  of 
the  Soviet  Union  has  attracted  mining 
companies  into  the  Republics  of  Central 
Asia  and  into  Russia  proper.  China's 
economic  reforms  have  led  to  the  first 
tentative  attempts  to  establish  joint 
mining  ventures. 

The  benefit  for  the  investor  is  that 
these  investments  are  channeled  through 
the  bourses  of  the  developed  world, 
which  provide  the  best  liquidity,  virtually 
instant  access  to  information  and  the 
most  modern  oversight  systems.  Gold 
mining  stocks  offer  investors  a  means  to 
diversify  their  portfolios,  take  advantage 
of  unique  opportunities  in  specific 
regions  or  countries  and  participate  in  an 
industry  with  an  attractive  growth  profile. 
Gold  stocks  are  far  from  being  an 
anachronism:  The  capital  markets  have 
converted  this  "barbarous  relic"  into  a 
flexible  asset  class. 


Victor  Flores  is  chief  investment  officer  at 
U.S.  Global  Investors,  Inc.  He  also  serves  as 
portfolio  manager  for  the  precious  metals 
investments  of  United  Services  Funds 
(1-800-US  FUNDS). 
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Follow  The 
Yellow  Brick  Road. 

It's  a  road  Barrick  has  followed 
from  day  one.  Gold.  Finding  it, 
acquiring  it,  and  producing  it, 
to  create  shareholder  value. 
Single  minded  perhaps,  but  it's 
precisely  this  focus  that's  enabled 
us  to  become  a  premier  gold 
company  and  outperform  our- 
selves year  after  year.  Today,  an 
aggressive  global  development 
strategy  is  keeping  us  on  the 
road  to  success.  Follow  Barrick. 
1-800-720-7415. 


BARRICK 
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Gold  can  add  diversity  and 
liquidity  to  a  portfolio 
weighed  down  with  paper 
assets.  American  Eagle  Gold 
Bullion  Coins  from  the 
United  States  Mint  are  a 


convenient  and  tangible  way 
to  buy  gold.  They're  legal 
tender,  and  their  value  closely 
tracks  the  price  of  gold.  Add 
balance  to  your  portfolio. 
Buy  American  Eagles. 


onioN 


METAL?  DIVISION 


American  Eagles 


Call  Dillon  Case  at  1-800-375-4653 


A  Guide  to 
I  nvesti  ng 
in 

Precious 
Metals 

By  Hugh  Sigmon 

Investing  in  precious  metals  can  be  an 
exhilarating  and  rewarding  experience  for 
the  investor  and  it  can  also  be  an  over- 
whelming one.  The  precious  metals  sectoi 
offers  a  wide  range  of  products  and 
markets  to  fit  just  about  every  investor's 
personal  situation  and  risk  tolerance. 
Here  is  a  brief  look  at  some  of  the  more 
popular  investment  forms. 


Bullion  Bars 
and  Coins 


If  you  like  the  idea  of  taking  possession  of 
your  investment  or  having  direct  control 
of  your  assets,  then  you  may  wish  to  buy 
physical  bullion  and  bullion  coins.  Both 
come  in  convenient  sizes,  making  them 
appealing  to  small  as  well  as  medium 
investors.  Gold,  silver  and  platinum  bullion 
bars  and  coins  can  be  purchased  from 
most  banks  and  brokerage  houses. 


ADVERTISEMENT  9 


Statement 
Accounts 


A  statement  account  is  an  attractive  alter- 
native to  buying  physical  precious  metals. 
A  statement  account  is  an  obligation  usu- 
ally issued  by  a  commercial  bank  promis- 
ing to  deliver,  upon  demand,  a  stated 
quantity  and  fineness  of  gold,  silver  or  plat- 
inum. While  the  investor's  exposure  to 
the  bullion  market  is  identical,  a  statement 
account  offers  safe  and  convenient 
storage  of  physical  metal  at  a  major  finan- 
cial institution. 


Gold  Mining  Shares 


Many  investors  are  familiar  with  the  equity 
market  and  are  more  comfortable 
approaching  the  precious  metals  market 
by  purchasing  stock  in  a  mining  company. 
Mining  shares  offer  capital  appreciation 
opportunities  as  well  as  the  opportunity 
to  earn  a  dividend.  The  capital  apprecia- 
tion potential  of  a  mining  share  is  depen- 
dent not  only  on  the  future  price  of 
metal,  but  also  on  the  future  prospects  of 
the  company  based  on  its  management 
and  operating  strengths. 


Precious  Metals 
Mutual  Funds 


For  the  investor  who  likes  the  idea  of 
owning  mining  shares  as  part  of  an  overall 
investment  portfolio,  but  is  uncertain 
about  which  of  the  thousands  of  mining 
shares  to  buy,  a  mutual  fund  may  be  the 
answer  Mutual  funds  offer  the  expertise 
of  a  professional  portfolio  manager  Most 
funds  are  dominated  by  gold  mining 
shares,  but  silver  and  platinum  producing 
companies  are  also  part  of  the  mix. 

With  mutual  funds,  the  investor  is 
buying  general  market  risk  instead  of 
company-specific  risk.  Precious  metals 
mutual  funds  diversify  their  holdings 
among  dozens  of  companies,  a  strategy 
that  reduces  disruptions  associated  with 
company-specific  performance.  Most 
major  mutual  fund  companies  offer  a 
gold  or  precious  metals  fund  in  their 
family  of  funds. 


F  u  tu  res/Options 
Contracts 


Precious  metals  futures  contracts  are  trad- 
ed on  regulated  commodity  exchanges. 
Futures  contracts  offer  the  investor  lever- 
age —  the  ability  to  control  a  sizable 
investment  with  a  cash  outlay  that  is  small 
in  proportion  to  the  value  of  the  contract. 
Leverage  is  a  two-edged  sword.  Modest 
cash  deposits  for  each  futures  contract 
can  be  wiped  out  by  sudden  adverse 


price  movements.  Precious  metals 
options  are  available  on  both  physical 
metal  and  futures  contracts.  Options  per- 
mit the  investor  to  control  a  sizable  quan- 
tity of  metal,  but  offer  limited  risk,  and 
most  importantly,  they  offer  the  investor 
the  ability  to  withstand  sudden  adverse 
price  movements. 

Investing  in  precious  metals  has  been 
a  time-honored  tradition  for  thousands 
of  years,  and  it  is  also  simple  and 


convenient.  Precious  metals  investments 
are  available  through  brokerage  firms, 
banks,  coin  dealers  and  other  financial 
institutions. 

Hugh  Sigmon  is  president  of  Oak  Hill 
Marketing,  Inc.,  a  financial  marketing! com- 
munications consulting  firm.  He  is  currently 
writing  a  guidebook  on  understanding  the 
metals  markets  to  be  published  in  1997.  He 
can  be  reached  at  OakHilMkt(cbaol.com. 


In  1921,  a  vision. 
By  1996,  a  tradition. 


William  Boyce  Thompson  epito- 
mized a  bold  new  era.  Allying  the 
financial  savvy  of  1920s  Wall  Street 
with  the  vigor  of  the  West,  he  founded 
Newmont  Mining  Corporation,  named 
for  New  York  and  his  native  Montana. 

Initially  a  gold  mining  company, 
Newmont  pursued  a  variety  of  mining 
ventures  over  the  years  -  producing 
copper,  lead,  zinc,  and  petroleum 
Yet,  always  the  company 
returned  to  gold. 

Today,  Newmont 
remains  committed 


NEWMONT 

MINING 

CORPORATION 

(NYSE:  NEM) 


N  K  W  M  O  N  T 

1-800-810-6463 


to  the  time-honored  metal.  Over  the 
past  five  years  our  proven  and  probable 
gold  reserves  have  grown  over  50 
percent  to  28.8  million  ounces. 
Production  is  growing  accordingly  and 
will  reach  2.5  million  ounces  by  1997. 

At  the  approach  of  a  new 
millennium,  Thompson's  vision  -  and 
Newmont's  operations  -  reach 
across  four  diverse  areas  of  the 
world,  maintaining  a 

tradition  of  shareholder 
value. 


Newmont 
Gold= 
Company 

(NYSE:  NGC; 
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Platinum 
Does  the 
Spread 
Say  "Buy" 


By  Dave  Esrig 

Platinum  is  much  more  costly  to  mine 
than  gold  and,  for  most  of  its  industrial 
uses,  is  difficult  to  substitute.  Furthermore, 
demand  for  platinum  is  now  so  high  that 
enough  metal  is  supplied  to  the  market 


only  through  the  dishoarding  of  Russia's 
dwindling  stockpile.  So  where  does  that 
leave  the  white  metal's  price?  Surprisingly, 
at  just  about  $  1 0  per  ounce  above  gold's 
—  well  below  its  all-time-high  premium  of 
over  $200. 

The  current  narrow  spread  between 
platinum  and  gold  is  due  primarily  to 
platinum's  higher  volatility  and  gold's  lead- 
ership in  the  precious  metals  market. 
These  two  factors  have  conspired  to  make 
gold's  recent  price  declines  lead  to  even 
sharper  drops  in  platinum.  The  result  is 
that  the  platinum  correction  may  have 


overshot  itself.  This  suggests  that  the  plat- 
inum price  pendulum  has  swung  to  being 
undervalued  —  a  refreshing  state  of  affairs 
given  the  widely  held  view  that  many 
paper  assets  may  now  be  overvalued. 

Indeed,  when  the  spread  has  been  this 
narrow  (but  still  positive)  in  the  past,  it  has 
tended  to  presage  major  gains  in  platinum. 
Over  the  past  20  years,  the  average  arith- 
metic 1 2-month  return  on  platinum  after 
the  spread  fell  below  $  1 0  has  been  I  I  % 
—  slightly  surpassing  the  gains  in  the  S&P 
500  during  these  periods. 

While  platinum's  recent  price  moves 
may  suggest  a  buying  opportunity,  its  fun- 
damentals also  tell  a  good  story.  Use  of 
platinum  in  automotive  environmental 
products  like  catalytic  converters  may 
surge  as  a  growing  list  of  emerging  market 
countries  with  exploding  auto  sales  enact 
laws  to  improve  their  choking  pollution 
problems.  Continued  strong  gains  in  envi- 
ronmental and  jewelry  demand,  along  with 
constrained  supply,  may  make  now  the 
time  for  investors  to  switch  from  their 
high-flying  stocks  to  an  asset  that  may 
develop  a  bullish  trend:  platinum. 

Dave  Esrig  is  a  senior  economist  at 
Platinum  Guild  International. 


Strike  While 
The  Platinum 
is  Hot 


When  platinum 
sold  at  a  $200 
premium  over  gold, 
there  was  a  decision  to  make. 
Now  that  the  premium  is  less 
than  $10,  it's  your  only  choice. 

1-800-BULLION 

Please  ask  for  Extension  131 

Blanchard 


AMERICA'S  RARE  COIN  b 


METALS  FIRM 


Usually  platinum  trades  at  a  much  higher  price  than  gold. 
Platinum's  greater  value  is  a  reflection  of  it  being  more  than  20  times 
rarer  than  gold  and  in  high  demand  as  one  of  the  most  essential 
industrial  commodities  in  the  world. 

Platinum  has  traded  for  as  much  as  $200/oz.over  gold 

However,  platinum  and  gold  are  currently  trading  for  about 

the  same  price.  Historically,  when  this  unusual  situation  has  occurred, 
it  has  signalled  a  rally  in  the  price  of  platinum. 

Investor  interest  in  platinum  has  been  growing  as  sophisticated 
investors  learn  more  about  platinum's  unique  supply/demand 
fundamentals.  Because  platinum  is  the  essential  element  in  the  war 
against  pollution,  demand  is  higher  than  ever  and  experts  are 
predicting  a  tightening  market.  You  should  seize  the  opportunity  to 
acquire  platinum  for  about  the  same  price  as  gold  today,  because  this 
situation  may  not  last  long.  Make  your  move.  Before  platinum  does. 

The  Maple  Leaf 
The  World's  Bullion  Coin  Standard 

One  of  the  most  practical  and  secure  ways  to  invest  in  platinum  is 
Canada's  Platinum  Maple  Leaf.  Blanchard  and  Company,  America's 
largest  full-service  precious  metals  dealer,  sells  Platinum  Maple  Leafs  at 
just  1%  over  cost. 


Investors'  Corner 
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Even  though  prices  have  remained  quiet 
for  much  of  1 996,  there  are  some  new 
and  exciting  developments  of  interest  to 
the  precious  metals  investor 

The  UBS  kinebar™  200 1 ,  from 
Union  Bank  of  Switzerland,  is  being 
offered  exclusively  in  the  U.S.  by  Dean 
Witter.  A  unique  feature  of  this  product 
is  that  UBS,  through  Dean  Witter  guaran- 
tees to  repurchase  the  gold  bar  at  $360 
per  troy  ounce  until  December  I  8,  200 1 
or  the  current  market  price  for  gold, 
whichever  is  greater  One  side  of  the 
gold  bar  is  stamped  with  the  internation- 
ally accepted  smelter  sign,  the  weight  and 
an  indication  of  its  99.99%  pure  gold 
content.  The  other  side  contains  the 
unique  KINEGRAM™  security  technol- 
ogy: a  two-dimensional  image  that  is 
embossed  directly  onto  the  surface  of 
the  bar.  KINEGRAM™,  a  trademark  of 
Landis  &  Gyr  Communications  SA,  is  a 
leading-edge  technology  that  ensures 
authenticity  and  provides  added  security 
against  counterfeiting.  The  UBS 
kinebar™  200 1  is  available  in  1 00-gram 
(3.215  troy  ounces)  and  1-kilogram 
(32. 1 5  troy  ounces)  sizes.  To  receive  a 
brochure  about  the  UBS  kinebar™  2001, 
call  l-800-THE  DEAN. 

The  American  Stock  Exchange  has 
created  a  new  index  called  Gold  BUGS 
(Basket  of  Unhedged  Gold  Securities). 
The  Index  represents  a  portfolio  of  I  6 
large,  actively  traded,  gold  mining  company 
stocks.  The  Index  is  designed  to  give 
investors  significant  exposure  to  near 
term  movements  in  gold  prices  by  includ- 
ing companies  that  do  not  hedge  their 
gold  production  for  extensive  periods  into 
i the  future.  For  additional  information,  call 
l-800-THE-AMEX. 

Denver-based  Crown  Resources 
Corporation  expects  to  swing  into  full 
production  for  its  Crown  Jewel  mine  in 
1 1 998. The  Crown  Jewel  mine  is  a  joint 
I  venture  between  Crown  Resources  (46%) 
and  Battle  Mountain  (54%).  Once  opera- 


tional, the  Crown  jewel  mine  is  expected 
to  become  one  of  the  lowest-cost  North 
American  gold  producers  with  cash  costs 
averaging  $  1 50  to  $  1 60  per  ounce. 

Gold  mining  companies  regularly  make 
public  presentations  to  analysts  and  invest- 
ors. Investors  can  meet  executives  from 
many  junior  mining  companies  at  a  series 
of  conferences  sponsored  by  International 
Investment  Conferences.  For  additional 
information,  call  I  -800-282-7469. 


Australia  is  the  world's  third-largest 
gold  producer  after  South  Africa  and  the 
U.S.  Two  magazines  that  offer  up-to-date 
information  on  the  mining  industry  Down 
Under  are  Paydirt  and  Gold  Mining  Journal. 
The  publisher  has  also  recently  compiled  a 
directory  of  Australian  Mines.  For  more 
information  on  the  Australian  mining 
industry,  contact  Australian  Mines,  63  Oak 
Hill  Rd„  Chappaqua,  NY  1 05  1 4.  Fax: 
914-238-5836.  □ 
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I  lorries  take  Mining  Company 

For  more  information  contact  us  at:  650  California  Street  •  San  Francisco,  CA  94108 
(415)981-8150  •  www.homestake.com 


The  world  is  ready 
for  a  new  gold  standard. 

As  the  newest  top  tier  gold  company  -  5th  largest 
in  North  America,  12th  largest  in  the  world  -  we 
not  only  have  some  very  aggressive  plans,  we  also 
have  the  means  to  carry  them  out:  a  $35  million 
annual  exploration  budget,  one  of  the  lowest  cash 
production  costs  in  the  industry,  a  strong  cash  flow 
-position  and  excellent  financial  flexibility.  So  if 
you're  looking  for  a  truly  attractive  pure  play  in  gold, 
look  to  the  new.  Battle  Mountain.  The  bar  has  been 
raised.  For  more  information,  call  (713)  653-7248a 


.J^a  Battle  Mountain  Gold 


Setting  a  new  gold  standard!"1 


Stereotype  bashing 


BY  DIANE  RAUITCH 


Diane  Ravitch  is  a 
historian  and  a 
Fellow  at  the 
Manhattan  Institute 
in  New  York  City. 


The  perilous  condition  of  single-sex  educa- 
tion in  the  U.S.  is  symptomatic  of  our  nation- 
al obsession  with  homogenizing  education. 
Our  educational  system  pays  obeisance  to 
diversity  while  swiftly  stamping  out  institu- 
tions that  differ  from  the  norm. 

Single-sex  schools  were  once  commonplace 
in  the  U.S.,  as  they  still  are  throughout  the 
rest  of  the  world.  They  survive  in  the  private 
sector  either  as  religious  schools  or  as  elite 
independent  schools.  But  in  the  public  sector 
single-sex  schools  have  been  all  but  abolished, 
with  only  a  handful  of  exceptions. 

This  September,  a  50-student,  middle 
school  for  girls  opened  in  East  Harlem  in  New 
York  City.  The  Young  Women's  Leadership 
Academy  is  a  public  school,  and  all  the  stu- 
dents are  volunteers.  Judging  by  the  outrage 
of  its  opponents  one  would  think  this  was  a 
radical,  possibly  dangerous  experiment, 
instead  of  a  well-tested,  time-honored  means 
of  providing  education. 

Its  opponents,  as  one  would  expect,  are  all 
lawyers,  not  educators.  They  include  the  New 
York  Civil  Liberties  Union,  which  appears  to 
be  dedicated  to  the  proposition  that  all  public 
schools  must  be  exactly  the  same;  the  Nation- 
al Organization  for  Women,  which  in  this 
instance  should  change  its  name  to  the 
National  Organization  Against  Girls;  and  a 
one-person  operation  calling  itself  the  New 
York  Civil  Rights  Coalition. 

The  opponents  have  had  an  especially 
tough  time  of  it  because  public  opinion 
strongly  supports  the  new  school.  The  lawyers 
insist  that  a  girls'  school  is  against  the  law, 
even  though  neither  Congress  nor  the  state 
legislature  ever  passed  a  law  banning  single- 
sex  education. 

The  lawyers  brandish  title  IX,  the  federal 
law  that  requires  equal  opportunity  for 
women  in  education,  as  their  weapon  of 
choice.  But  they  conveniently  forget  that  title 
IX  has  encouraged  women's  teams  in  basket- 
ball, swimming,  soccer,  baseball  and  other 
sports  where  women  previously  were  shut  out. 
Consistency  suggests  that  tide  IX  may  well 
legitimize  the  return  of  girls'  schools. 

now  lamely  claims  that  girls'  schools  pro- 
mote gender  stereotyping,  but  no  woman 
who  ever  attended  a  women's  college  would 
make  such  a  silly  charge.  I  doubt  that  Welles- 
ley  graduate  Hillary  Rodham  Clinton  would. 
In  reality,  the  virtue  of  girls'  and  women's 


schools  is  that  they  shatter  gender  stereotypes 
by  allowing  students  a  chance  to  do  every- 
thing and  be  everything,  from  editor  of  the 
paper  to  student  body  president. 

Civil  rights  lawyers  insist  that  single-sex 
schools  are  no  different  from  racially  segregat- 
ed schools,  but  that  is  absurd  on  its  face. 
There  are  real  differences  between  men  and 
women,  but  there  are  no  real  differences 
between  people  of  different  races. 

In  this  country  coeducation  is  the  rule 
because  most  students  want  to  attend  coedu- 
cational schools;  but  there  is  no  good  reason 
to  ban  single-sex  schools  for  the  minority  that 
wants  a  different  experience.  Civil  liberties 
organizations  ought  to  be  fighting  for  the 
rights  of  those  who  want  a  nonconforming 
experience,  rather  than  insisting  that  all  must 
be  pushed  into  an  identical  mold. 

There  are  good  academic  reasons  to  support 
single-sex  schooling.  The  separation  of  boys 
and  girls  allows  both  to  concentrate  on  their 
studies  instead  of  worrying  at  every  moment 
how  they  look  to  the  opposite  sex.  Numerous 
studies  have  documented  that  women  who 
attended  women's  colleges  have  greater  profes- 
sional success  than  those  who  did  not. 

Another  reason  to  support  the  reintroduc- 
tion  of  single-sex  schooling  is  to  protect 
young  women,  as  well  as  young  men,  from 
the  hypersexualization  of  our  society.  On  tele- 
vision and  in  the  movies  youngsters  today  are 

The  virtue  of  girls'  and  women's 
schools  is  that  they  shatter  gender 
stereotypes  by  allowing  students  a 
chance  to  do  and  be  everything. 


bombarded  by  sexual  messages.  Teen  preg- 
nancy has  become  a  major  social  problem. 
One-third  of  all  births  are  out  of  wedlock. 
Parents  and  teachers  should  do  whatever  they 
can  to  shield  children  from  social  pressure  to 
be  sexually  active. 

Opponents  point  to  the  Supreme  Court's 
recent  ruling  against  the  Virginia  Military 
Institute  to  support  their  position.  But  the 
Court  held  that  women  could  not  obtain 
equal  opportunity  because  of  the  history  and 
prestige  of  VMl;  no  one  claims  that  the  brand- 
new  girls'  school  in  East  Harlem  has  over- 
whelming prestige.  The  best  cure  for  this 
"inequality"  would  be  to  open  an  equivalent 
school  for  boys.  H 
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Management  consultancies  have  replaced  Oxbridge  and  the  Ivy  League 
as  the  nurseries  of  the  powerful.  But  most  people  remain  skeptical 
about  management  theory— and  frequently  with  good  reason. 

Have  you  consulted 
a  witch  doctor  lately? 


By  John  Micklethwait  and  Adrian  Wooldridge 

NOWADAYS  witch  DOCTORS  have  a    the  witch  doctors  often  got  it  right- 


bad  name.  But  people  forget  two 
things:  first,  that  tribal  medicine  was 
the  ancestor  of  its  more  scientific 
modern  equivalent;  and  second,  that 


by  luck,  by  instinct  or  by  trial  and 
error.  The  problem  with  witch  doc- 
tors is  not  that  they  do  not  some- 
times have  good  ideas,  but  that  their 


customers'  fear  and  greed  makes 
them  so  hopelessly  undiscriminating. 

Modern  management  theory  is 
also  driven  by  greed  and  fear  and 
contains  elements  of  witch-doctoring. 
The  first  instinct  of  many 
|  outsiders  on  starting  to  read 
I  a  management  book  (sur- 
s  veys  show  that  only  a  tiny 
„  minority  ever  finish  them)  is 
§  to  dismiss  the  whole  indus- 
?  try  as  a  con.  The  truth  is 
I  more  complicated.  Manage- 
ment theory  is  a  mixed  bag, 
and  there  are  no  authorities 
to  help  you  distinguish  the 
good  from  the  bad.  Man- 
agements   of    a  striking 
number  of  the  world's  most 
successful       companies — 
Motorola,  Toyota,  Marks 
and     Spencer,  Taiwan's 
Acer — are  management 
theory  junkies.  Compare 
two  companies  in  broadly 
the  same  business — such  as 
General  Electric  and  West- 
inghouse,  or  Citibank  and 
Chase  Manhattan — and  the 
company  that  has  pulled 
ahead — General  Electric  and 
Citibank — is  often  the  one 
with  the  taste  for  manage- 
ment theory. 

Yet  the  smell  of  witch- 
doctoring  lingers.  There  are 
charlatans  who  have  jumped 
onto  the  bandwagon 
because  there  is  no  room  left 
on  the  bandwagons  marked 
"Dietary  Advice"  or  "Popu- 
lar Psychology."  But  even  if 
you  get  rid  of  all  the  snake - 
oil  salesmen,  management 
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theory  is  not  entirely  respectable.  As 
even  Peter  Drucker  puts  it,  people 
use  the  word  "guru"  only  because 
they  do  not  want  to  say  "charlatan." 
Another  guru,  Henry  Mintzberg,  has 
pinned  to  his  wall  the  motto:  "The 
higher  a  monkey  climbs  the  more 
you  see  its  ass." 

Businessmen  such  as  Rupert  Mur- 
doch and  Bill  Gates  talk  about  there 
being  occasional  nuggets  or  gems,  but 
complain  you  have  to  sift  through  a 
lot  of  rubbish  to  find  them. 

Despite  these  doubts,  the  manage- 
ment industry  continues  to  grow, 
demonstrating  that  it  meets  a  deep- 
felt  need.  Its  most  obvious  arm  is  the 
management  consulting  business, 
which  employs  at  least  100,000 
people  full  time  around  the  world 
and  has  been  growing  more  than 
twice  as  quickly  as  the  rest  of  the 
world  economy  for  the  past  decade. 
In  1994,  according  to  the  Gartner 
Group,  it  generated  about  $11.4  bil- 
lion in  fees.  The  biggest  firm,  Ander- 
sen Consulting,  brought  in  just  under 
$3.5  billion.  However,  the  most  prof- 


itable (and  also  the  second  biggest, 
with  revenues  of  $1.5  billion)  is 
McKinsey:  Its  revenues  per  partner 
were  $468,000 — compared  with 
Andersen's  $125,000.  Gartner  pre- 
dicts that  consultants'  fee  income 
could  almost  double,  to  $21  billion 
in  1999. 

Managers  have  an  acronym 
for  the  effect  of  these 
theories:  BOHICA— Bend 
over,  here  it  comes  again. 

Consultancies  have  replaced 
Oxbridge  and  the  Ivy  League  as  the 
nurseries  of  the  powerful.  Indeed  stu- 
dents from  the  former  jostle  to  get 
into  the  latter.  The  companies  headed 
by  ex-McKinseyites  stretch  from 
America's  IBM,  Levi  Strauss  &  Co. 
and  American  Express,  to  France's 
Bull  and  Britain's  AS  DA  Group. 

The  second  arm  of  the  manage- 
ment industry  is  the  business  schools. 


As  the  rest  of  the  higher  education 
system  contracts  in  some  countries 
and  crumbles  in  others,  the  business 
schools  throw  up  plush  new  build- 
ings, expand  their  overseas  operations 
and  woo  star  professors  with  ever 
more  generous  salaries.  There  are 
about  700  business  schools  in  the 
U.S.  alone.  All  these  institutions  are 
full  of  academics  desperate  to  make 
their  name  as  management  theorists: 
The  1995  meeting  of  the  American 
Academy  of  Management,  the  disci- 
pline's annual  jamboree,  attracted 
4,500  people. 

The  third,  and  least  well  defined, 
part  of  the  management  industry 
consists  of  the  gurus — who  fuel  the 
consumer  side  of  the  industry  with 
books  and  lectures.  Business  books 
have  gone  from  being  an  exotic  spe- 
cialty in  the  mid-1970s  to  a  main- 
stream money-spinner  today.  About 
2,000  business  books  appear  each 
year,  and  a  few  of  these  can  sell  in  the 
millions  of  copies.  However,  for  most 
gurus,  books  are  just  loss  leaders  for 
other,  more  profitable  activities: 


Shirt  company's  web  site  gains  3  million  hits. 


The  RS/6000  Web  Server  You  cant  always  tell  how  unexpected  events  will  impact  your  web 
site.  But  with  the  RS/6000  "  web  server  you  can  be  prepared  for  whatever  business  comes  your  way. 
You  wont  find  a  more  scalable  web  server,  with  the  flexibility  to  keep  up  with  your  growing  business. 
For  the  full  story,  call  1  800  IBM-2468,  ext.  FA055,  or  drop  by  www.rs6000.ibm.com 
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t's  Norfolk  Southern's  Protect  III  car, 
it  treats  sheet  metal  like  solid 
.  The  car's  interior  is  lined  with 
bolt-free  wood  troughs  that  hold  coils 


gently  in  place.  And  the  insulated  hood  helps  keep 
things  cozy  inside,  regardless  of  what's  going  on  outside. 
So  coil  shipments  receive  greater  protection,  at 
rates  that  compare  favorably  with  trucks.  We  haven't 
thought  of  a  more  secure  way  to  ship  steel— but  if  we 
do,  you  can  be  sure  we'll  immediately  start  work  on 
the  Protect  IV.  Perhaps  these  constant  innovations 
are  why  a  recent  survey  in  FORTUNE"  magazine  cited 
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public  speaking,  seminars,  corporate 
advice,  audiotapes,  videotapes,  diaries 
and  calendars.  The  Tom  Peters  Business 
School  in  a  Box  comes  complete  with 
42  "personal  agenda  cards,"  14  "time 
cards"  and  two  dice,  one  colored, 
one  white.  Significandy,  perhaps,  the 
Business  School  was  the  work  of  three 
of  his  employees  and  has  only  a  fore- 
word by  Peters. 

Not  so  long  ago  anyone  who 
wanted  to  understand  management 
went  to  an  American  university,  stud- 
ied American  gurus,  argued  about 
American  corporations  and  probably 
joined  an  American  consultancy. 
Now,  like  most  successful  industries, 
management  has  gone  global.  From 
Bradford,  England  to  Barcelona  and 
Beijing,  the  cities  of  the  world  are  lit- 
tered with  business  schools;  and  the 
non-American  world  has  bred  gurus 
of  its  own,  such  as  Britain's  Charles 
Handy  and  Japan's  Kenichi  Ohmae. 

In  1995  a  survey  by  Bain  &  Co., 
another  big  consultancy,  found  that 
the  average  company  used  11.8  of 
these  management  techniques  in 
1993  and  12.7  in  1994.  Though 
America  is  usually  singled  out  as  the 
heaviest  consumer,  its  consumption 
rate  (12.8)  was  only  slightly  higher 
than  that  of  Japan  (11.5)  and  France 
(11.4)  and  behind  the  biggest  binger, 
Britain  (13.7). 

The  Indian  office  of  McKinsey  is 
the  company's  fastest  growing.  For 
many  Western  gurus,  Asian  tours 
offer  much  the  same  enticements  that 
the  musical  variety  do  for  elderly  rock 
stars.  The  money  is  good  ($25,000  a 
seminar),  the  audience  large  and  rel- 
atively uncritical,  and  you  can  bring 
back  an  Asian  anecdote  or  two  to 
spice  up  your  performances  at  home. 

The  substance  that  keeps  this 
industry  together  is  management 
theory.  Theory  and  industry  feed  off 
each  other — and  both  grow  bigger 
as  a  result.  "Reengineering"  was 
designed  as  a  product:  It  helped  its 
creator,  a  relatively  new  consultancy 
called  esc  Index,  carve  out  a  posi- 
tion in  the  market  and  quadruple  its 
revenues.  Following  the  success  of 
the  McKinsey  Quarterly,  nearly  all 
the  consultancies  now  have  journals 
of  their  own  to  display  their  wares. 
One  of  the  more  flaky  products, 
Transformations,  from  Gemini, 
comes  with  significant  passages 


already  highlighted  or  underlined. 

The  academic  world  is  no  less 
hungry.  Every  young  professor 
dreams  of  writing  a  bestseller  (and 
then  founding  his  own  consultancy); 
and — with  even  the  best  business 
schools  desperately  competing  for 
students — every  business  school  dean 
encourages  them. 

Thus  you  have  an  army  of  people 
who  have  a  vested  interest  in  hyping 
management  theory  and  almost 


''Reengineering"  was 
designed  as  a  product:  It 
helped  its  creator,  a  new 
consultancy  called  CSC 
Index,  quadruple  revenues. 


nobody  criticizing  the  product  to 
keep  it  honest.  The  media  has,  to 
some  extent,  been  co-opted:  Gurus 
regularly  write  articles  for  the  busi- 
ness press,  and  they  are  the  star 
attractions  at  the  seminars  run  by 
newspapers'  conference  units. 

If  the  combined  vested  interests  of 
the  management  industry  make  for 
an  impressive  marketing  machine, 
they  do  not  completely  explain  why 
customers  fling  themselves  under  its 
wheels.  What  drives  a  man  who  is 
already  working  himself  into  an  early 
grave  to  use  his  few  spare  moments 
to  read  some  ill-written  screed  on 
organizational  transformation?  And 
what  drives  a  company  that  is  staring 
at  oblivion  to  send  key  employees  to 
expensive  seminars  on  liberation 
management? 

There's  an  element  of  status 
involved:  Business  managers  like  to 
diink  of  their  jobs  as  a  profession,  not 


just  a  trade.  Peter  Drucker  subtitled 
his  classic,  The  Practice  of  Manage- 
ment (1954 ),  "A  study  of  the  most 
important  function  in  American  soci- 
ety." Tom  Peters  tells  managers  not 
just  that  they  are  important,  but  that 
they  are  fun  as  well.  Their  children 
may  call  them  squares.  Their  wives 
may  despair  that  they  are  not  the  fun 
they  used  to  be.  But  listening  to  Tom 
Peters,  they  become  crazy  guys, 
dreaming  impossible  dreams  and 
making  unbelievable  things  happen. 

But  status  aside,  the  thirst  for  man- 
agement theory — just  like  that  for 
tribal  medicine — is  rooted  in  those 
basic  human  emotions:  greed  and, 
especially,  fear.  This  works  because 
managers  are  much  more  fearful  of 
the  future  than  they  have  ever  been 
before.  They  know  that  they  are 
living  through  momentous  changes 
in  the  global  economy — the  rise  of 
Asia,  the  decline  of  respected  compa- 
nies like  IBM,  the  collapse  of  career 
ladders — and  they  do  not  know 
whether  those  changes  will  make 
them  rich  or  turn  them  into  casual- 
ties. All  this  change  thus  excites  both 
greed  and  fear. 

And  even  if  they  have  survived  the 
latest  round  of  restructuring,  man- 
agers still  have  to  come  to  terms  with 
radically  redesigned  jobs.  Some 
"lean"  factories  have  even  introduced 
a  semi-Maoist  device  called  "360- 
degree  assessment,"  whereby  man- 
agers have  to  listen  to  frank  reports 
on  their  failings  from  underlings. 

To  these  anxiety-ridden  men  and 
women,  management  books  and 
management  consultancies  offer 
comfort.  The  most  blatant  beneficia- 
ries are  fringe  psychologists  such  as 
Stephen  Covey  ( The  Seven  Habits  of 
Highly  Effective  People)  and  motiva- 
tors like  Anthony  Robbins  (Awaken 
the  Giant  Within). 

With  a  billion-dollar  marketing 
machine  on  one  side  and  a  paranoid 
band  of  consumers  on  the  other,  it  is 
not  surprising  that  ideas  are  gobbled 
down  so  greedily,  rather  than  select- 
ed and  savored.  Management  is  an 
immature  discipline,  where  the  seri- 
ous and  the  silly  coexist.  Many  con- 
sultants have  a  passion  for  permanent 
revolution  that  would  have  made 
Trotsky  or  Mao  green  with  envy. 
They  are  forever  unveiling  ideas, 
christened  with  some  acronym  and 
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dressed  up  in  scientific  language.  The 
names  speak  for  themselves:  Theory 
Z,  Management  by  Objectives,  Brain- 
storming, Managerial  Grid,  T 
Groups,  Intrapreneurship,  Demass- 
ing,  Excellence,  Managing  by  Walk- 
ing Around. 

There  is  nothing  wrong  with 
trying  out  ideas.  Rather  like  jogging 
or  pumping  iron,  a  new  theory  forces 
companies  to  exercise  their  corporate 
muscles.  (Jack  Welch,  head  of  Gener- 
al Electric,  even  dubs  one  of  his  man- 
agement systems  Workout,  implying 
that  managerial  change  is  good  for 
corporate  health.)  The  problem 
comes  when  these  management  ideas 


contradict  each  other. 

One  moment  gurus  are  preaching 
Total  Quality  Management — the 
importance  of  checking  quality  and 
reducing  defects;  the  next,  they  are 
insisting  that  what  matters  is  speed 
(which  means  being  a  little  less 
painstaking  about  checking  quality). 
One  moment  they  are  saying  that 
what  gives  a  company  its  edge  is  its 
corporate  culture,  the  more  distinc- 
tive the  better;  the  next,  they  are 
ordering  companies  to  become  more 
"multicultural,"  in  order  to  be  able  to 
hold  a  mirror  up  to  the  rest  of  soci- 
ety. One  moment  they  are  telling 
companies  to  become  virtual  organi- 


zations, dissolving  back  to  nothing 
when  a  job  is  done;  the  next,  they  are 
praising  century-old  organizations 
that  were  "built  to  last." 

Bill  Gates  became  suspicious  of 
management  theory  in  the  1980s 
when  he  was  dealing  with  IBM.  Here 
was  a  company  lauded  by  the  gurus, 
but  Gates  found  it  bureaucratic  and 
unimaginative.  Had  the  gurus  really 
done  their  homework? 

One  of  the  more  fashionable  words 
in  management  theory  is  "trust" — it 
is  this,  we  are  told,  that  will  keep 
"knowledge  workers"  loyal  and 
inspire  them  to  come  up  with  ideas. 
Yet  all  the  gurus  also  preach  the 
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Everyone  can  learn  something  from  these 
remarkable  tales  of  innovation,  daring,  and 
economic  achievement.  From  J.  P.  Morgan  to 
Ray  Kroc,  Bill  Gates  to  Mary  Kay  Ash,  each 
chapter  is  packed  with  drama,  excitement, 
untold  stories,  and  success  secrets. 
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virtue  of  "flexibility,"  which  is  usual- 
ly shorthand  for  sacking  people. 
Which  is  it  to  be?  Loyalty?  Or  flexi- 
bility? The  two  are  at  loggerheads. 
The  fact  is  that  no  one  set  of  princi- 
ples is  likely  to  fit  all  circumstances. 
What  works  in  a  software  company 
might  not  work  in  a  steel  mill. 

Cynical  about  bosses  who  embrace 
the  latest  in  theory,  many  American 
managers  use  an  acronym  that  cap- 
tures the  eff  ect  of  all  these  twists  and 
turns:  bohica — or  "Bend  over,  here 
it  comes  again."  A  European  version 
is  SABENA  ("Such  a  bloody  experi- 
ence, never  again").  Many  managers 
have  become  rather  like  Soviet 
bureaucrats  living  in  a  dual  world — 

Management  theory  is  not 
entirely  respectable.  People 
use  the  word  "guru"  only 
because  they  do  not  want 
to  say  "charlatan." 


the  real  world  and  the  world  of  offi- 
cially sanctioned  ideology.  Thus  they 
talk  about  "empowerment"  but 
hoard  power,  or  proclaim  that  they 
are  "reengineering"  their  firms  when 
they  are  simply  firing  a  few  of  their 
least  effective  people. 

Nevertheless,  don't  expect  the 
management  industry  to  stop  grow- 
ing anytime  soon.  Most  managers  in 
the  West  have  realized  that,  in  a 
world  in  which  a  new  product  can  be 
copied  instantaneously  and  prices 
easily  undercut,  the  only  lasting 
advantage  is  superior  management. 
In  seeking  it,  however,  business 
people  are  vulnerable  to  fads — and  to 
fakers.  Their  vulnerability  calls  to 
mind  philosopher  David  Hume's 
insight:  "In  proportion  as  any  man's 
course  of  life  is  governed  by  accident, 
we  always  find  that  he  increases  in 
superstition."  U 
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Business  Books,  a  division  of  Random 
House  Inc.  For  more  information,  con- 
tact www.witchdoctors.com. 
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Someone  had  to  do  it.  Make  the  Internet  work  better  for 


business.  Presenting  SmartSuite?  Now  you  can  fully  leverage  the 
power  of  the  Internet.  Without  leaving  the  famil- 
iar business  applications  you  use  every  day. 
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Result:  you  can  efficiently  com- 
plete joint  projects  and  deliver  timely 
information  to  colleagues  anywhere  in 
the  world. 

So  if  you  want  to  conduct  real 
business  on  the  Internet  (instead  of  just 
browsing  around),  get  SmartSuite.  The 
smart  way  to  work  on  the  Internet. 
SmartSuite  is  now  included  with  Aptivaf  ThinkPad,®  and  IBM®  PC 
desktops  as  well  as  select  Acer?  AST®  and  Fujitsu™  PCs.  For  more 
information  call  1-800-TRADE-UP,  ext.  C500  or 
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Cigarette  smoking  is  irrelevant  to  the  health 
of  Zippo  Manufacturing  Co,  maker  of  those 
sturdy  lighters-— and  today,  much  more. 

Flaming  success 


Bv  Christie  Brown. 


In  1985  Americans  bought  29  bil- 
lion packs  of  cigarettes.  Last  year 
they  bought  24  billion.  Is  this  a  ter- 
rible time  to  make  cigarette  lighters? 
Not  if  the  lighter  you're  making 
is  a  Zippo. 

With  40%  of  the  U.S.  market  for 
refillable  lighters,  Zippo  Manufac- 
turing Co.  this  year  will  sell  18  mil- 
lion lighters,  more  than  double  its 
output  a  decade  ago.  While  Bic, 


Engraved,  it  sells 
at  a  premium. 


Zippo 

Chief  Executive 
Michael  Schuler 
"There's  still  lots 
of  unplowed 
markets  out  there 
for  us." 
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in  the  world  of  business  stand  for 

REE  iRIAL" 


It's  been  called  the  "world's  most 
influential  publication"  by  International 
Economy  Magazine.  "Unrivaled"  by  Media 
Guide.  It's  the  "FT"  -  the  Financial  Times  -  the 
world  business  newspaper. 

FT  news  reports  are  crisp,  clear  and 
complete.  FT  opinion  columns  are  informed, 
intelligent  and  authoritative.  Together  the 
package  is  a  quick,  smart  and  definitive  read 
on  the  many  worlds  of  business. 

Now  you  can  receive  the  FT  free  for  four 
weeks  of  Monday  through  Saturday  delivery. 


A  one-month  trial  subscription  free  of  cost 
and  free  of  obligation.  A  chance  to  see  how 
the  FT  will  profit  you. 
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join  one  million  worldwide  readers  of  the 
Financial  Times  -  at  our  expense. 
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From  Zippo's  Sport  series, 
in  production  from  1947  to  1949. 


Scripto,  Cricket  and  Calico  Brands 
claw  one  another  for  a  share  of  the 
market  for  99-cent  disposable 
lighters,  Zippo  prices  most  of  its 
products  to  retail  at  $13  to  $40  a 
pop.  Since  1985  the  sales  of  this  pri- 
vately owned  manufacturer  have 
jumped  from  $30  million  to  $150 
million.  Forbes  estimates  1996  net 
profits  at  $15  million. 

Based  in  the  small  town  of  Brad- 
ford, Pa.  (pop.  10,000),  Zippo  was 
founded  in  1932  by  George  Blais- 
dell,  an  oilman  who  watched  a  friend 
try,  futile ly,  to  light  a 
lady's  cigarette  on  a 
windy  day.  Tinkering 
away,  Blaisdell  built  a 
chimney  around  a 
wick  to  make  a  wind- 
proof  lighter.  He 
gave  it  a  lifetime  ser- 
vice guarantee  and 
named  it  Zippo. 

A  shrewd  promot- 
er, during  World 
War  II  Blaisdell 
shipped  dozens  of 
Zippos  to  generals 
and  war  correspon- 
dents. Word  of  the 
lighter's  dependabil- 
ity  and  durability 


The  Elvis  lighter,  produced 
from  1986  to  1991. 


spread,  and  the  U.S.  government 
ordered  every  lighter  the  compa- 
ny could  turn  out  from  1943  to 
1945. 

When   Blaisdell   died  in 
1978,  Zippo  went  to  his  two 
daughters,  Harriett  Wick  and 
Sarah  Dorn.  They  had  grown 
up  stuffing  cotton  wicks  into 
Zippos  and  knew  the  business 
well.  But  rather  than  try  to  run 
it  themselves  they  entrusted  it 
to  longtime  employee  Robert 
Galey. 

But  despite  its  great  brand 
name,  Zippo's  sales  stagnated  at 
around  $30  million  a  year  into 
the  mid-1980s.  For  years  Zippo 
had  coasted  on  its 
"made     in  the 
usa/gi  Joe"  image 
and  only  advertised 
in   two  magazines, 
Reader's  Digest  and 
TV  Guide. 

In     1986  Galey 
retired  and  Zippo  got 
fresh  blood.  Michael 
Schuler,   the  former 
controller,  took  over 
the  helm  as  chief  exec- 
utive and  named  James 
Baldo  head  of  sales  and 
marketing  in  1991. 

"The   company  was 
stuck  in  the  1950s," 
Baldo  recalls.  "We  were  HMH 
manufacturing-focused; 
we  needed  to  become  marketing- 
focused." 

Baldo  immediately  started  running 
ads  in  trendy,  mainly  male-oriented 
publications  like  Spin,  GQ 
Sports  Illustrated  and 
Playboy.  After  ordering 
up  some  new  customer 
surveys,  Baldo  discov- 
ered, to  his  surprise, 
that    30%    of  Zippo 
owners   in   the  U.S. 
called  themselves  "col- 
lectors." Many  buyers 
also  reported  that  they 
bought    five    or  six 
lighters  at  once  and  gave 
them  as  gifts. 

This  was  useful  infor- 
mation. Focusing  on  the 
gift  and  souvenir 
market,  Baldo  and 
Schuler  began  churning 


The  1959  red  morocco 
leather  wrap  Zippo. 


out  Zippos  that  targeted  these  mar- 
kets. Examples  include  licensing  of 
popular  brands  such  as  Harley- 
Davidson  and  Corvette,  and  tourist 
destinations  such  as  Niagara  Falls  and 
the  Empire  State  Building.  Packaged 
in  tin  or  wooden  boxes,  these 
embellished,  high-margin  gift/sou- 
venir lighters  sell  for  a  suggested 
retail  price  of  $19  to  $40  on  average, 
a  handsome  premium  on  the  $13 
Zippo  charges  for  its  plain  chrome  or 
brass  models. 

With  the  gift  sets  selling  well,  in 
1992  Schuler  and  Baldo  began  pro- 
ducing "collector"  Zippos.  Each  year 
the  company's  designers  develop 
over  100  different  lighter  case 
designs.  Aimed  at  collec- 
tors, some  will  be  pro- 
duced only  for  a  limited 
time  or  quantity,  and 
will  be  replaced  by  new 
designs  the  following 
year. 

Typically  a  new 
design  sells  about 
20,000  units,  but  with 
so  many  designs  on 
offer  there  is  room  for 
surprise.  This  year's 
collectible  lighters 
feature  a  series  of 
pinup  girls  starring 
"Joan,"  a  1950s-ish 
blonde  bombshell 
who  bedecks  the 
case.  By  year-end 
Zippo  projects  it  will  sell  500,000  of 
its  pinup  lighters.  Like  the  other  col- 
lectible models,  they're  priced  to 
retail  at  around  $30  each. 

To  stoke  the  interest  of  fans, 
Zippo  has  put  out  a  collectors'  guide 
and,  since  1993,  has  held  a  swap 
meet  every  July  at  company  head- 
quarters in  Bradford.  This  year  7,000 
collectors  from  around  the  world 
showed  up.  Later  this  month  the 
Hotel  Drouot  auction  house  in  Paris 
will  hammer  down  400  Zippos, 
which  are  estimated  to  bring  any- 
where from  $60  to  $15,000  each. 

Over'  the  last  20  years  Judith 
Sanders  has  collected  some  4,000 
lighters,  including  about  700  Zippos. 
"I've  paid  up  to  $700  for  a  1937 
Zippo  with  lots  of  engraving,"  boasts 
Sanders,  who  owns  a  secretarial  ser- 
vice in  Quitman,  Tex.  Sanders  has 
started  a  club  for  fellow  Zippo  fanat- 
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ics — she  claims  to 
have  around  900 
members  from  18 
countries. 

Does  she  worry 
that  the  decline  of 
smoking  is  haz- 
ardous to  the  value 
of  her  collection? 
"This  isn't  about  cig- 
arettes," she  huffs. 
"These  [lighters]  are 
pieces  of  history  and 
miniature  art." 

Schuler  and  Baldo 
agree.  Zippo's  U.S. 
advertising  shuns 
smokers.  The  company's  new  ad 
campaign  offers  101  ways  to  use 
your  Zippo.  De-icing  car  locks  and 
warming  your  hands  are  on  the  list; 
lighting  a  cigarette  is  not. 

Overseas,  where  smoking  is  still  a 
growth  business  in  some  countries, 
Zippo  does  target  smokers,  with  con- 
siderable success.  Exports  have 
increased  from  40%  of  sales  a  decade 
ago  to  65%  last  year. 

A  few  years  ago  Schuler  decided  to 


An  old  Texaco  Zippo, 
made  in  1938  and  1939. 


extend  the  Zippo  name 
to  other  products.  In 
1993  Zippo  bought  W.R. 
Case  8c  Sons  Cutlery 
Co.,  a  $15  million  (sales) 
manufacturer  of  hunting 
and  pocket  knives. 

There    is    a  large 
degree      of  overlap 
between  Zippo's  cus- 
tomers and  Case's. 
Schuler  and 
Baldo  hope  to 
increase  the  sales 
of  both  lighters 
and   knives  by 
producing  dual- 
gift    sets  that 
Case  knife  and  a 


packaged 
include  a 

Zippo  lighter.  Retail  prices 
of  these  sets  range  from 
$50  to  $200. 

The  latest  line  extension 
is  a  big  departure  from 
Zippo's  past.  In  1993 
Schuler  licensed  the  Zippo 
name  to  Itochu  Fashion 
System  Co.,  a  clothing  man- 
ufacturer in  Japan.  Zippo 


jeans,  Zippo  gloves  and  Zippo 
leather  jackets  are  now  available  in 
Tokyo,  and  Zippo  may  soon  license 
clothes  in  the  U.S.,  too. 

What  of  George  BlaisdelPs  heirs? 
At  69,  Sarah  Dorn  still  comes  to  the 
office  daily,  to  update  herself  on 
management.  Harriett  Wick,  72, 
retired  last  year  after  decades  of  over- 
seeing employee  relations. 

Their  four  offspring,  now  in  their 
40s,  all  work  at  the 
company  but 
take  orders  from 
Schuler,  now  46, 
and  Baldo,  48. 

Schuler  says 
there's  plenty  of 
opportunity  for 
the  founder's 
grandkids.  "There's 
still     a     lot  of 
unplowed  markets 
out  there  for  us," 
drawls  Schuler, 
slouching  low  in 
his  office  chair  and 
flipping  a  Zippo  in 
the  air.  KB 
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Zippo's  tribute  to  the 
Woodstock  of  1994. 
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Mattress  company's  web  site  racks  up  652,461  hits. 


The  RS/6000  Web  Server  Right  now,  thousands  of  people  may  be  headed  straight  for  your 
web  site.  Fortunately  with  the  RS/6000"  web  server  yon  can  keep  your  confidential  data  protected. 
You  wont  find  a  more  secure  web  server,  with  features  designed  to  help  your  business  safely  do  business 
on  the  Net.  For  the  latest  scoop,  call  1 800  IBM-2468,  ext.  FA055,  or  drop  by  www.rs6000.ibm.com 

IBM  ts  a  revered  trademark  anO  RS/6000  and  Solutions  lor  a  small  planet  are  trademarks  ol  International  Business  Machines  Corporation  The  IBM  home  page  can  be  found  at  www  ibm  com  ©1996  IBM  Corporation 
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Here  come  the 
Gt-r  gain 


FORBES  Senior  Editor, 
has  covered  the 
automobile  industry 
since  1958. 


JAY  the  Germans  have  forgotten  how 
>rk.  I  was  in  the  army  of  occupation  back 

the  early  1950s  and  remember  how  they 
worked  then.  Clearing  the  rubble.  Building 
day  and  night.  Long  hours,  little  pay.  You 
might  not  have  liked  them,  but  you  had  to 
admire  how  they  worked. 

Those  Germans  are  gone.  The  new  bunch 
seem  best  at  figuring  how  little  they  should 
work  and  how  much  time  they  should  be 
spending  in  Majorca.  A  typical  German  auto 
worker  puts  in  around  1,400  to  1,500  hours 
a  year,  compared  with  almost  2,000  for  an 
American.  When  people  said,  "German  work- 
ers," I  laughed. 

Maybe  I  laughed  too  soon.  The  other  week 
I  went  to  a  party  for  a  new  book,  one  of 
those  how-to-manage-your-factory  tomes.  To 
my  surprise,  there  were  some  real  business- 
men on  hand  to  testify  for  the  authors.  I 
knew  two.  Auto  guys.  I  was  impressed.  One, 
Karl  Krapek,  ran  Pratt  &  Whitney,  the  big 
enginemaker.  He  had  been  a  Pontiac  man. 
The  other  executive  was  Wendelin  Wiedeking, 
chairman  of  Porsche  and  the  man  who  saved 
that  company. 

When  a  Japanese  consultant 
walked  into  the  Porsche  plant 
and  saw  all  the  inventory  piled 
around,  he  said:  "Where's  the 
factory?  This  is  a  warehouse." 


Wiedeking  has  a  new  car,  a  two-seat  road- 
ster called  the  Boxster,  that  will  get  here  by 
year-end.  It  looks  like  a  sellout.  But  it's  not 
the  Boxster  that  saved  Porsche,  because  the 
company  of  just  five  years  ago  could  not  have 
built  it  at  a  price  that  would  sell.  It  took  120 
hours  to  assemble  a  Porsche  (the  911  model) 
then.  Meanwhile,  the  strong  mark  was  push- 
ing up  Porsche  prices,  the  Japanese  were  tak- 
ing market  share  and  the  unions  were  begin- 
ning to  figure  that  the  way  to  handle  the 
problems  was  to  spread  the  work  by  putting 
in  fewer  hours. 

The  real  problem  was  that  Porsche  didn't 
build  cars;  it  rebuilt  them.  Porsche  ran  cars 
off  the  line  with  defects  and  then  an  army  of 
experts  fixed  them.  There  were  950  parts- 


suppliers,  meaning  a  huge  purchasing  depart- 
ment, but  even  then  they  couldn't  get  much 
right — 20%  of  the  parts  arrived  more  than 
three  days  late,  30%  of  their  deliveries  had  the 
wrong  number  of  parts.  The  defect  rate  was 
10,000  of  every  1  million,  so  there  was  lots 
of  time  spent  inspecting  parts. 

Wiedeking,  who  was  heading  an  auto  parts 
maker  and  had  once  worked  at  Porsche,  came 
on  board  again  in  1991.  One  of  the  first 
things  he  did — and  this  story  is  told  in  the 
book  we  were  celebrating — was  go  to  Japan 
and  bring  back  some  Japanese  consultants. 
We  won't  go  into  all  the  details,  except  to 
mention  that  when  one  Japanese  consultant 
walked  into  the  Porsche  plant  for  the  first 
time  and  saw  all  the  inventory  piled  around, 
he  said,  in  a  loud  voice:  "Where's  the  factory? 
This  is  a  warehouse." 

To  give  you  an  idea  of  what's  happened 
since,  it  took  120  hours  to  build  a  Porsche  in 
1991,  95  hours  in  1993,  76  hours  last  year 
and  should  take  45  hours  next  year,  when  the 
Boxster  is  running  with  the  911.  The  Boxster, 
by  the  way,  will  start  at  $40,000  in  the  U.S. 
before  options,  about  half  the  price  of  some 
of  those  911s,  and  it's  not  a  chopped-down 
anything.  "Every  screw  is  new.  Every  screw  is 
a  Porsche  screw,"  says  Wiedeking. 

The  plan  is  to  go  flat  out — build  15,000 
Boxsters  a  year  and  15,000  of  the  911s,  and 
maybe  Wiedeking  even  can  squeeze  out 
another  couple  thousand.  He  brags  that  his 
workers  are  going  at  it  Saturdays  and 
Sundays,  and  they  don't  get  overtime  for 
many  of  the  hours  worked.  Wiedeking  says 
proudly  that  his  Porsche  factory  has  been 
called  the  most  efficient  factory  in  Germany. 
And  he  brags  that  the  price  of  Porsche  shares 
has  tripled  over  the  past  few  years. 

The  point  here  isn't  to  tell  you  to  run  out 
and  order  a  Boxster,  although  it  is  a  really 
neat  car.  Or  to  run  out  and  buy  the  $25  book 
Lean  Thinking  by  James  P.  Womack  and 
Daniel  T.  Jones,  although  it  is  good  reading 
and  full  of  stories  of  companies  like  Porsche 
that  are  working  to  change  themselves. 

The  point  is  that  things  are  starting  to  hap- 
pen in  Germany.  Sure,  the  unions  and  the 
old-style  managers  resist.  But  Germans  aren't 
stupid.  I  see  it  in  their  auto  industry. 

Mercedes,  stiff-necked  Mercedes,  too 
proud  to  put  a  cup  holder  in  its  sacred  cars 
for  ten  years,  is  'coming  up  with  new  ideas 
faster  than  our  own  General  Motors. 
Examples:  the  new  steel-topped  convertible, 
the  slk,  which  looks  like  a  sellout,  and  that 
four-wheel-driver  from  Alabama  coming  next 
fall.  Volkswagen,  BMW,  Opel  (German  gm)  all 
have  impressive  stories,  too.  Me,  I'm  not 
laughing  at  the  Germans  anymore.  H 
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you  to  a  better 
way  to  meet  the 
business  challenges  you  face,  everyday. 
Company-wide  meetings.  Last  minute 
changes.  Fast  turnarounds.  So  what's 
the  solution?  The  Corporate  Line  of 
high-volume  copiers  from  Canon. 

In  today's  fast-paced  business 
environment,  you  need  the  most 
advanced  systems  to  simplify  your 
operation.  That's  where  The  Corporate 
Line  comes  in.  Our  high  performance 
copiers  and  copier/duplicators  give  you 
the  power  and  speed  you  need  in  a 
central  reproduction  environment.  And 
yet  they're  so  user-friendly,  they  can 
be  utilized  as  walk-up  copiers.  Plus, 
with  superior  image  quality  and  finish- 
ing capabilities,  you'll  see  the  impact 
our  Corporate  Line  copiers  can  make 
on  your  productivity  -  immediately. 

And  no  matter  which  Corporate 
Line  copier  you  choose,  you  can 
expect  the  reliability  and  durability 
that  has  made  Canon  the  industry 
leader  for  the  last  14  years.  Each 
machine  is  specifically  designed  to 
maximize  your  company's  produc- 
tivity and  efficiency. 

So  for  high-volume  document 
processing,  there's  no  debate  -  we 
have  the  systems  that  are  the 
solution.  The  Corporate  Line  of  high- 
volume  copiers.  For  more  information, 
call  1-800-OK-CANON  anytime,  or 
visit  us  at  http://www.usa.canon.com 
on  the  Web. 


Cation 


Bringing  People  Closer 


www.stet.it  I 


i  Italy  and  the  world 


lge  of  products  and  infrastructures  from  IT  services  to  the  most  advanced 
ltimedia  solutions.  And  when  communications  need  to  be  truly  global, 
thing  comes  more  naturally  to  Stet.  You  could  say  it's  a  natural  re- 
ction  of  our  talent  for  bringing  people  and  places  closer  together. 


mm  ihiwiii  i  > 


You  could  buy  up  every  publicly  owned  company  in  Bangladesh  for  less  than 
$4  billion.  Not  interested?  Okay,  but  you  still  have  to  marvel  at  how  far  the  country 
has  come  in  trying  to  develop  a  functioning  capital  market. 

Outcry  and  tea  wallahs 


By  Justin  Doebele 

If  you  want  to  travel  backward  in 
time  but  forward  in  hope  and  expec- 
tations, take  a  tour  of  the  Dhaka 
Stock  Exchange  (dse).  It's  located  on 
the  first  floor  of  a  low,  nondescript 
cement  building  in  the  heart  of  dusty 
downtown  Dhaka,  Bangladesh.  You'll 
have  to  push  through  the  crowd  of 
short-sleeved  clerks,  brokers  and 
speculators  smoking  cigarettes  and 
trading  stocks  on  the  curb  outside, 
then  squeeze  down  a  narrow  hall, 
through  an  unmarked  doorway  and 
into  the  pandemonium  of  the  dse's 
trading  floor. 

Pandemonium?  Crammed  inside  a 
room  not  much  bigger  than  a  basket- 
ball court  are  a  few  hundred 
Bangladeshis,  most  of  them  shouting 
at  the  tops  of  their  lungs  in  a  patois  of 
English  and  Bengali. 

The  dse  is  one  of  the  last  "open 
outcry"  markets  in  Asia — in  the 
world,  for  that  matter — and  these 
traders  are  using  their  vocal  chords  to 
broadcast  bid/ask  prices  for  the 
growing  number  of  public  companies 
that  trade  on  the  DSE. 

As  the  brokers  and  clerks  crowd 
around  two  sets  of  battered  tables 
trying  to  match  their  orders,  small 
boys — the  tea  wallahs — dart  about 
the  crowd  offering  cups  of  strong 


BANGLADESH 

Dhaka  Stock  Exchange  Ltd. 

Stock  Exchange  Building 
9-F,  Motijheel  Commercial  Area 
Dhaka- 1000,  Bangladesh 
Tel:  (8802)  955-1935 
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black  tea  to  soothe  strained  vocal 
chords. 

Computers?  Telephones?  Until  last 
year  all  trades  were  recorded  in  chalk 
on  a  giant  blackboard  along  one  wall. 
Today  trades  are  diligently  entered 
into  two  personal  computers.  There 
are  no  telephones  in  sight  on  the 
floor,  and  certainly  no  Reuters 
screens  or  Bloomberg  terminals — 
although  exchange  officials  insist  they 
plan  to  fully  computerize  the  DSE 
within  a  few  years. 

Last  year  a  second  bourse,  the 
Chittagong  Stock  Exchange,  was 
started  in  Chittagong,  the  main  port 
and  second-largest  city,  situated  in 
the  southern  half  of  the  country  on 
the  Bay  of  Bengal. 
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The  Chittagong  Stock  Exchange 
operates  much  in  the  same  low-tech- 
nology fashion  as  the  DSE,  and,  much 
like  the  DSE,  plans  to  fully  automate 
with  computers  in  the  near  future.  It 
lists  60  stocks,  all  of  which  trade  on 
the  dse. 

The  fact  is  this:  For  all  of  its  anti- 
quated ways,  the  DSE  is  waking  up. 
Founded  in  1954  as  the  East  Pakistan 
Stock  Exchange,  the  market  closed  in 
1971  amid  a  bloody  civil  war,  after 
which  Bangladesh  separated  from 
Pakistan.  The  exchange  reopened  in 
1976  as  the  Dhaka  Stock  Exchange. 
The  country  had  all  of  nine  publicly 
traded  companies.  By  1990  the  figure 
was  up  to  134,  with  a  total  market 
capitalization    of    $349  million 


If  you  really  like  to  gamble. . . 

No  Bangladesh  company  adrs  trade  in  the  U.S.,  nor 
are  there  any  U.S.  global  mutual  funds  or  country  funds 
that  have  a  significant  investment  in  Bangladesh.  Over- 
seas, Indosuez  Asset  Management  manages  a  $42  mil- 
lion (assets)  Bangladesh  Fund  out  of  Hong  Kong  that  is 
listed  on  the  Dublin  Exchange.  The  Bangladesh  Fund  is 
up  41%  for  the  past  12  months.  It  is  not  registered  with 
the  Securities  &  Exchange  Commission  for  sale  in  the 
U.S. 

For  the  truly  determined,  there  is  Hong  Kong-based 
Peregrine  Brokerage,  which  has  an  office  in  New  York. 
Peregrine  is  the  only  foreign  brokerage  to  operate  a 


full-time  office  in  Bangladesh  and  hold  a  seat  on  the 
Dhaka  Exchange.  Its  analysts  track  the  market  and  do 
research  on  local  Bangladesh  companies.  Recent  rec- 
ommendations include  Beximco  Pharmaceuticals,  one 
of  the  country's  two  large  pharmaceutical  companies, 
and  Monno  Ceramic,  a  maker  of  china  dishware  sold 
by  such  outlets  as  Pier  1  (See  table,  p.  224). 

Bookkeeping  at  the  dse  can  be  a  hassle,  though  set- 
tlement of  trades  takes  only  four  business  days  for  for- 
eigners and  two  business  days  for  locals. 

Custodial  services  for  foreigners  are  available  from 
the  U.K's  Standard  Chartered  Bank  and  France's 
Banque  Indosuez.  -J.D.  ■ 
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to  greatness. 


Treat  downsizing  as  an  end  in  itself  and  it  probably 
will  be.  Aside  from  the  negative  effect  it  has  on  company 
morale,  recent  research  has  shown  that,  over  the  long  term, 
most  companies  who  downsize  to  increase  shareholder 
value  are  unsuccessful  in  their  quest. 

At  Mercer  Management  Consulting,  we  believe  in  a  very 
different  kind  of  strategy.  It's  called  growth.  Call  us  radical, 
but  the  plain  fact  is  that  shrinking  without  a  plan  for 
growth  is  like  training  hard  and  never  running  the  race. 
Growth  generates  positive  momentum  and  creates  a 
renewed  sense  of  purpose. 


BOSTON   CHICAGO   HONGKONG  LONDON   MADRID   MONTREAL  MUNICH 


Mercer  is  dedicated  to  helping  companies  create  and 
implement  realistic  strategies  for  profitable  growth.  An 
approach  which  is  not  only  much  more  motivational  than 
shrinking,  but  is  also  proven  to  offer  the  highest  leverage  in 
creating  shareholder  value.  To  receive  Mercer's  commentary, 
Pathways  to  Growth,  or  to  see  the  proof,  call  Rob  Duboff, 
Director,  at  (617)  674-3355. 

MERCER 

Management  Consulting 

BASED  ON  REALITY. 

NEW  YORK   PARIS  SAN  FRANCISCO  TORONTO  WASHINGTON  D  C  ZURICH 


©  1996  Mercer  Management  Consulting 
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between  them. 

Since  then,  the  market  has 
boomed.  Today  there  are  201  listed 
securities,  including  8  mutual  funds 
and  11  debentures.  Total  market 
value:  $3.4  billion. 

Fueling  the  boom  were  mostly  for- 
eign investors,  who  during  the  past 
two  years  were  allowed  for  the  first 
time  by  the  government  to  move 
freely  in  and  out  of  the  market.  Since 
independence  the  economy  has  been 
growing  at  4%,  but  population — now 
120  million,  almost  four  times  as 
large  as  in  California,  in  an  area  one- 
third  California's  size — has  been 
growing  at  2%. 

Thus  Bangladesh  remains  one  of 
the  world's  poorest  countries,  with  a 
GDP  of  $28  billion  and  per  capita 
income  of  $240. 

As  in  many  corners  of  the  develop- 
ing world,  in  Bangladesh  the  govern- 
ment has  decided  that  if  it  wants 
living  standards  to  grow  meaningful- 
ly, it  must  make  the  country  more 
attractive  to  foreign  capital.  During 
the  past  five  years  the  government 
has  been  dismantling  many  barriers 
to  trade  and  opening  the  economy  to 
the  outside  world. 

The  outside  world  has  responded 
to  these  changes.  Imports  and 
exports  are  now  growing  at  30% 
annual  rates.  On  the  dse,  foreign 
investment  has  climbed  from  $8.4 
million  in  1993  to  $167  million  at 
the  beginning  of  this  year. 

But  then  the  government  blun- 
dered. Spooked  by  Mexico's  peso 
crisis,  in  February  the  authorities 
passed  a  rule — the  so-called  lock-in 


Bangladesh  tigers 


Symbol 

Market 
cap  ($mil) 

Price 

P/E 

YTD 
return  (%) 

Singer  Bangladesh 

211 

$404 

364.31 

128 

333% 

Bangfadesh  Tobacco 

259 

294 

7.35 

35 

74 

Beximco  Pharmaceuticals 

453 

204 

6.95 

25 

313 

Chittagong  Cement 

614 

145 

112.60 

70 

547 

British  Oxygen 

301 

119 

9.38 

NA 

67 

Shine  Pukur  Holdings 

359 

116 

4.59 

NA 

112 

Industrial  Dev  Leasing 

111 

103 

137.69 

NA 

216 

Bata  Shoe 

603 

89 

6.57 

24 

126 

Square  Pharmaceuticals 

473 

87 

35.00 

22 

128 

Glaxo 

454 

81 

6.71 

NA 

128 

NA:  Not  available. 

Source.-  Peregrine  Brokerage. 


rule — that  required  foreign  investors 
to  hold  stocks  purchased  in  new 
public  offerings  for  a  minimum  of 
one  year. 

Always  a  skittish  bunch,  foreign 
investors  began  pulling  their  money 
out.  Foreign  investment  in 
Bangladesh  stocks  dropped  below 
$55  million.  The  government  saw  its 
mistake.  The  lock-in  rule  was 
dropped  in  July,  and  the  market  took 
off  again  (see  chart) — although  with 
the  average  stock  now  trading  at  60 
times  earnings,  foreigners  have  not 
rushed  back  in. 

There  are  plenty  of  risks  in  addi- 
tion to  high  price/earnings  ratios — 
low  liquidity,  for  example.  Although 
there  are  a  few  relatively  large  com- 
panies (see  table  above),  only  35  issues 
have  market  capitalizations  over  $20 
million. 

On  the  political  risk  scene,  since 
independence  Bangladesh  has  experi- 
enced several  periods  of  hard-line 
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Source.  Peregrine  Brokerage. 


military  rule.  Yet  the  role  of  the  mil- 
itary seems  to  be  on  the  decline.  This 
year  an  attempted  coup  d'etat  by  a 
military  strongman,  Lieutenant  Gen- 
eral Abu  Saleh  Mohammad  Nasim, 
failed,  and  in  July  peaceful  elections 
were  successfully  held.  Nasim  was  put 
under  house  arrest,  but  has  recently 
been  released.  (Bangladesh's  legal 
system  is  based  on  English  law  and 
can  be  traced  back  almost  200  years 
to  the  days  of  the  earliest  English 
colonialists.) 

Currency  risk?  Here  the  financial 
authorities  seem  to  have  their  act 
fairly  well  together.  Bangladesh's  cen- 
tral bank  pegs  the  national  currency, 
the  taka,  to  a  basket  of  currencies. 
The  exact  composition  of  the  basket 
is  kept  secret,  but  the  U.S.  dollar  is 
believed  to  make  up  the  majority  of 
the  basket.  The  taka's  real  rate  of 
exchange  against  the  dollar  has 
changed  little  in  the  past  five  years, 
dropping  against  the  dollar  slightly 
from  38  taka  to  the  dollar  in  1991  to 
42  taka  in  1996. 

Back  on  the  trading  floor  in 
Dhaka,  the  traders  and  clerks  take  a 
late  afternoon  break  as  the  tempera- 
ture and  humidity  inside  the  trading 
room  reach  the  wilting  point.  But 
their  day  isn't  over.  The  exchange 
opens  at  10:30  a.m.,  but  has  no  set 
closing  time.  The  market  simply  stays 
open  until  each  share  is  called  out  in 
order,- giving  everyone  a  last  chance 
to  cry  out  a  buy  or  sell  order. 

If  trading  is  heavy,  the  exchange 
can  stay  open  until  early  evening.  It's 
like  this  six  days  a  week.  On  Fridays 
the  DSE — and  most  of  Bangladesh — 
is  closed  in  observance  of  the  Muslim 
holv  dav.  MB 
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AUTOMOTIV 


BY  TONY  SWAN 


Innovation 


Just  100  years  ago,  the 
automobile  itself  was 
an  innovation.  And 
in  the  years  since  the  dawn 
of  motoring,  the  horseless 
carriage  has  been  the  focal 
point  of  relentless  refinement. 
The  compelling  appeal  is 
unchanged  —  unlimited 
personal  mobility  —  but  the 

interpretations  of  the  dream  have  gone  beyond  the  wildest 
imaginings  of  pioneers  like  Gottlieb  Daimler,  Karl  Benz  and 
Henry  Ford.  Or,  for  that  matter,  H.G.  Wells. 

Measured  against  the  broad  backdrop  of  human  history,  a 
century  isn't  much  more  than  a  deep  breath.  But  during  that 
period,  the  automobile  has  attracted  more  creative  engineering 
talent  than  any  other  electromechanical  device  available  to 
ordinary  citizens  of  the  realm. 

This  raises  a  question:  What  could  possibly  be  new?  Most 
of  the  mechanical  elements  of  the  modern  gasoline  engine  — 
overhead  camshafts,  multiple  valves  per  cylinder  —  were 
established  by  1912.  Civilizing  refinements  like  air 
conditioning,  automatic  transmissions,  onboard  audio  and 
power  steering  were  commonplace  by  the  Fifties.  Automotive 
exhaust  emissions  have  been  all  but  conquered,  durability  has 
improved  to  the  point  of  100,000-mile  tune-ups,  and  safety 
engineering  continues  to  make  dramatic  gains. 

But  the  spur  of  competition  continues  to  drive  the  state  of 
the  art  forward  on  all  fronts.  And  if  the  innovations  of  1997 
don't  have  quite  as  broad  an  impact  as  Cadillac's  1912 
introduction  of  electric  starting,  they  entail  implications  that 
reach  well  over  the  impending  frontier  of  the  next  millennium. 
Innovations  in  materials.  Innovations  in  assembly  and 
marketing.  Innovations  in  cooperative  engineering  that 

Photo  by  JP  Slater 


simultaneously  shrink 
the  planet  and  blur  old 
boundaries,  both 
corporate  and  national. 
Although  automotive 
engineers  and  designers 
around  the  world  continue 
to  refine  established  systems 
and  provide  dramatic  new 
shapes  —  exemplified  by 
Ford's  New  Edge  design  concept  —  the  big  advantages  in  the 
late  20th  and  early  21st  centuries  are  probably  going  to  occur 
in  electronics  and  new  materials. 

Cadillac's  Integrated  Chassis  Control  System,  for  example, 
provides  an  eye-opening  demonstration  of  how  advanced 
computer  correlation  of  sensor  data  can  make  vehicle  control 
more  predictable  and  consistent  on  all  surfaces  and  in  all 
kinds  of  conditions. 

General  Motors  is  also  the  first  U.S.  manufacturer  to 
provide  a  practical  —  as  well  as  appealing  —  electric  vehicle, 
the  GM  EV1.  Innovations  associated  with  the  EV1  go  well 
beyond  zero  emissions.  To  give  the  EV1  real  usefulness,  GM 
has  addressed  the  issue  of  recharging  infrastructure  and  also 
designed  foolproof  quick-charge  systems  that  are  almost 
certain  to  become  the  standard  for  this  emerging  technology. 
The  EV1  is  also  a  case  study  in  new  ways  to  build  all 
automobiles,  from  advanced  applications  of  modern  adhesives 
to  creative  use  of  weight-saving  aluminum. 

Those  are  just  a  few  samples  of  innovations  that  will 
expand  the  state  of  the  automotive  art  in  1997.  And  like  the 
other  stories  in  this  section,  they  illustrate  something  that's 
exciting  about  all  vehicles,  great  and  small.  The  automobile 
has  come  a  long  way  in  the  last  century-plus.  But  the  journey 
is  far  from  over. 


Lex  your 
Hearx  Take  Th 
Wheel. 

Your  heart  is  telling  you  something. 

To  unleash  your  spirit. 

To  get  behind  the  wheel  of  an 
Eldorado  Touring  Coupe  with  the 
Northstar  System. 


To  feel  the  300-horsepower  V8 
weld  your  back 
to  the  leather  of  the  seat. 

To  take  control  of  the  only 
luxury  coupe  with  the  astonishing 
handling  advantages  of  StabiliTrak. 

To  explore  all  of  life's  possibilities. 

Your  heart  is  telling  you  something. 


Are  you  listening? 


Eldorado 
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Live  Without  limits 


Advertisement  4 


FORD  TAURUS  SHO: 
New  Dimensions  in 

Modularity 

• n  addition  to  propelling  America 
—  indeed,  the  world  —  into  the 
age  of  the  automobile,  the  Ford  Motor 
Company  was  the  first  to  make  V8 
engine  power  affordable  to  car  buyers. 
Introduced  in  1932,  Henry  Ford's  clas- 
sic flathead  V8  was  simple,  inexpensive, 
tough  and  powerful,  a  sound  design 
that  endured  for  over  two  decades.  The 
constraints  surrounding  V8  engines 
today  —  environmental  responsibility, 
development  and  manufacturing  costs, 
fuel  efficiency,  durability,  packaging  — 
are  far  more  restrictive  than  they  were  in 
Henry's  day.  But  the  fundamental 
appeal  of  the  V8  continues  to  be  the 


same:  quiet,  seamless  power  at  the  first 
touch  of  the  throttle. 

Ford  has  taken  an  inventive  and 
untraditional  route  to  sustaining  this 
traditional  American  source  of  power. 
Although  the  new  Taurus 
3.4-liter  SHO  V8  has 
two  banks  of  four 
cylinders  sharing 
one  crankshaft,  its 
similarity  to  other 
V8  engines  ends 
right  about  there. 

Innovations  start 
with  the  engine's 
basic  architecture. 
In  virtually  all 
V8  engines,  the 
cylinders'  banks  are 
angled  at  90  degrees  from  one  another. 
The  SHO  V8,  however,  is  a  60-degree 
design,  a  radical  departure  that  yields 
two  key  benefits.  Number  one,  the 
narrower  configuration  makes  it  possible 
to  install  the  engine  in  the  Taurus 
engine  compartment.  A  conventional 
90-degree  design  simply  won't  fit  in  a 
contemporary  front-drive  midsize  auto- 
mobile. Number  two,  the  60-degree 


Although  the  new  Taurus  3.4  liter 

SHO  V8  has  two  banks  of  four 
cylinders  sharing  one  crankshaft, 
its  similarity  to  other  V8  engines 
ends  right  about  there. 


American  midsize  automobile  that  offers  the  power  of  a  V8. 


design  is  modular,  based  on  Ford's 
potent  2.5-liter  Duratec  V6,  first 
introduced  with  the  Ford  Contour  and 
Mercury  Mystique.  As  a  result,  Ford 
was  able  to  save  the  enormous  cost  of 
developing  an  all-new  engine. 

The  engine  block  and 
cylinder  heads  are  cast  in 
aluminum  at  Ford's 
Windsor,  Ontario, 
foundry  using  a  patent- 
ed process  developed 
by  racing  specialist 
Cosworth,  an  example 
of  the  company's 
ongoing  transfer  of 
technology  from  its 
worldwide  motor- 
sports  programs. 
Aluminum  saves  weight  and  also  pro- 
vides better  thermal  efficiencies  than 
traditional  cast  iron. 

Other  innovations  include  reverse- 
flow  cooling  —  coolant  flows  first 
through  the  cylinder  heads,  then 
through  the  engine  block,  yielding 
improved  emissions  performance  and 
lower  head  temperatures  —  as  well  as 
I   coil-on-plug  ignition.  The  net  result 
is  exceptional 
volumetric  power 
efficiency  — 
235  horsepower, 
or  69  horsepower 
per  liter  of 
displacement  — 
plus  exemplary 
midrange 


response  and 
smooth 
operation, 
enhanced  by 
internal  engine 
balancers  and 
100,000-mile 
tune-up  intervals. 
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Alt 


Still  another  unique  feature  of  the 
SHO  V8  is  its  assembly  process. 
Finished  engine  blocks  are  shipped 
from  North  America  to  Yamaha,  in 
Japan,  where  they  receive  their 
sophisticated  cylinder  heads,  complete 
with  dual  overhead  camshafts  and  four 
valves  per  cylinder.  The  finished 
engines  are  then 
shipped  to  the 
Taurus  assembly 
facility  in 
Atlanta 

for  installation. 

There's  more 
to  the  Taurus 
SHO  than 
smooth  power 
from  its  compact 
V8,  of  course. 
High-precision 
power  rack-and- 
pinion  steering, 
more  powerful 

brakes,  all-weather  performance  radial 
tires  on  16-inch  cast  aluminum  wheels 
and  semi-active  shock  absorber  damping 
help  give  this  newest  member  of  the 
new  Taurus  family  gratifying  agility  to 
go  v/ith  its  high-tech  muscle. 

Consistent  with  Henry  Ford's 
original  concept  —  V8  power  in  a 
mainstream  automobile  —  the  Taurus 
SHO  is  the  only  V8  available  in  an 
American  midsize  automobile  today. 
Ford  calls  the  second-generation  Taurus 


SHO  its  "executive  express."  That's  not 
quite  a  new  concept.  But  with  a 
base  price  well  under  $30,000,  it's 
an  exceptionally  attractive  form  of 
executive  self-expression. 

CADILLAC  STABILITRAK: 
In  Tune  With  the  Road 

/\  hat  do  tuning  forks  have  to  do 
Bfifl  with  driving?  Plenty,  if  you 
happen  to  be  driving  a  1997  Cadillac 
Seville  Touring  Sedan,  Eldorado 
Touring  Coupe  or  DeVille  Concours. 
Two  tiny  ceramic  tuning  forks  are  at 
the  heart  of  Cadillac's  StabiliTrak 
system,  a  breakthrough  accident- 
avoidance  technology  that  enhances 
stability  and  control  on  all  surfaces 


degree  and  interprets  the  driver's  inten- 
tions. The  second  measures  lateral 
acceleration,  which  is  essentially  the 
level  of  centrifugal  force  generated  in 
cornering.  All  three  StabiliTrak  sensors 
are  linked  to  the  car's  antilock  braking 
(ABS)  computer,  and  when  the  infor- 
mation adds  up  to  impending  loss  of 
control,  the  ABS  system  intervenes  to 
restore  stability. 

For  example,  if  the  driver  turns  the 
wheel  but  the  car  doesn't  make  a  corre- 
sponding response  —  actual  yaw  rate 
isn't  equal  to  desired  yaw  rate  —  the 
system  gently  applies  the  inside  front 
brake  to  bring  the  car  onto  the  desired 
line.  If  the  car  turns  too  much  — 
actual  yaw  rate  exceeds  the  desired  rate 


Cadillac's  StabiliTrak  system,  like  the  one  on  this  1997  Seville  STS, 
adds  yet  another  layer  of  stability  and  sophistication. 


and  in  all  conditions. 

The  tuning  forks  are  the  key 
elements  in  a  yaw  sensor.  Yaw  is  the 
engineering  term  for  turning,  and 
yaw  rate  refers  to  how  quickly  a 
vehicle  is  moving  away  from  straight- 
line  travel.  The  tuning  forks  translate 
yaw  rate  into  a  signal  a  control 
computer  can  read. 

Two  other  sensors  complement  the 
yaw  sensor.  The  first  measures  steering 
wheel  angles  to  a  resolution  of  one 


—  and  the  tail  begins  to  swing  out, 
StabiliTrak  applies  the  outside  front 
brake  to  bring  the  rear  of  the  car  back 
on  track. 

The  system's  response  time,  measur- 
able in  milliseconds,  allows  it  to  keep 
pace  with  rapid  maneuvers  and  also 
helps  to  maintain  straight-line  stability 
on  low-traction  surfaces. 

StabiliTrak  adds  yet  another  layer 
of  stability  sophistication  to  Cadillac's 
Integrated  Chassis  Control  System 


WE  DON'T  (UST  BUILD  CARS. 

We  build  FUTURES. 


At  FORD  MOTOR  COMPANY,  we're  building  a  BETTER  LIFE  for  everyone.  Through  our 
strong  commitment  to  education  -  -  from  scholarship  funds  to  Adopt- A- School  programs  - 
we've  helped  teens  learn  EN  TREPR  EN  E  U  RS  H I P  and  adults  learn  to  read.  Last  year  alone, 
we  purchased  nearly  $2  billion  in  GOODS  and  SERVICES  from  minority  and  women-owned 
companies.  And  with  347,000  DEDICATED  employees  around  the  world,  we're  continually 
creating  the  QLIALITY  PRODUCTS  people  want.  And  that,  in  turn,  creates  more  jobs.  At  Ford, 
we  believe  all  of  these  efforts  will  help  pave  the  way  to  a  BRIGHTER  FUTURE  for  everyone. 


Ford    •     Ford  Trucks 


Lincoln    •  Mercury 


Q_U  ALITY     IS     JOB  1 

For  more  information,  contact  us  on  the  Internet  at:  http://www.Jord.com 
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(ICCS),  an  integral  part  of  the 
Northstar  System.  In  addition  to 
enhancing  all-around  vehicle  control 
and  stability,  the  system  includes  a 
road  texture  detection  function, 
improving  the  performance  of  anti- 
lock  braking  on  rough  pavement  or 
gravel  roads. 

The  net  result  is  a  level  of  optimized 
traction,  enhanced  stability  and  all- 
around  vehicle  control  that  raises  the 
state  of  the  art  in  active  safety  to  a 
level  once  thought  unattainable. 

NEW  DIMENSIONS 
IN  LUXURY  AT 
LINCOLN-MERCURY 

here  is  ample  precedent  in 
Lincoln  history  for  luxury  on 

a  grand  scale.  Early 

Lincolns  were  big, 

prestigious  vehicles  that 

frequently  tipped  the 

scales  at  three  tons. 

But  it's  a  good  bet 

that  Lincoln  founder 

Henry  Leland  never  flEffi 

envisioned  a  Lincoln 

truck,  and  the  same  ^ta^* 

goes  for  Henry  Ford, 

who  acquired  the 

Lincoln  Motor 

Company  in  1922. 
But  that's  exactly 

what's  on  the  near 

horizon.  Next  summer, 


Lincoln  will  introduce  the  Navigator, 
a  utility  vehicle  that  promises  to  lend 
new  dimensions  to  luxury. 

Understandably,  Lincoln-Mercury 
marketing  executives  are  reticent  on 
details  of  this  bold  departure  from 
tradition,  but  the  impressive  basics  are 
already  known.  The  Navigator  will  be 
based  on  the  new  Expedition,  Ford's 
first  full-size  four-door  utility  vehicle, 
which  is  already  playing  to  rave  reviews 
in  the  automotive  press. 

Bigger  than  the  Chevrolet  Tahoe  and 
GMC  Yukon  but  slightly  smaller  than 
the  huge  Suburban,  the  Expedition 
rides  on  a  modified  version  of  Ford's 
new  F-Series  pickup  truck  chassis  and 
shares  the  F-Series  new  Triton  V8 
engines.  Offered  in  two  displacements, 
4.6  liters  (215  horsepower)  and  5.4 
liters  (230  horsepower),  these  are  the 
first  overhead  cam  truck  V8s  offered  in 
a  full-size  American  utility  vehicle,  and 
they  pack  efficient  punch:  Maximum 
towing  capacity  for  the  5.4-liter  V8  is 
rated  at  8,000  pounds.  It's  the  highest 
rating  for  any  utility  vehicle  that  will 
fit  in  a  standard-size  garage. 

In  addition  to  a  sophisticated 


full-time  automatic  four-wheel-drive 
system,  with  four  driving  modes 
available  at  the  flip  of  a  switch,  and 
air  spring  suspension  —  both  likely  as 
standard  equipment  for  the  Navigator 
—  the  Expedition  offers  more  interior 
volume  than  any  of  its  full-size  rivals, 
plus  the  option  of  seating  for  up  to 
nine  occupants. 

There's  also  invention  in  the 
Expedition's  details.  The  king-size  out- 
side mirrors  have  integrated  turn  signal 
repeater  lights,  invisible  to  the  driver 
but  readily  visible  to  overtaking  traffic, 
a  thoughtful  safety  plus  for  trailer 
towing.  The  optional  running  boards 
also  feature  subdued,  integrated  lights  to 
make  getting  in  or  out  easier  after  dark. 

Standard  safety  features  include  dual 
front  airbags,  four-wheel  antilock 
braking,  side-impact  protection, 
remote  keyless  entry  and  Ford's 
Passive  Anti-Theft  System. 

What  the  Navigator  will  add  to 
the  Expedition's  impressive  list  of 
capabilities  and  features  remains  to  be 
seen,  but  one  thing  seems  clear:  Good 
things  aren't  necessarily  confined  to 
small  packages. 


IT'S  EASY  TO  SEE  THE 
ADVANTAGES  OF  OUR  V8  ENGINE 
WHEN  THE  HOOD  IS  RAISED 


JEEP  GRAND  CHEROKEE 

At  Jeep,  we've  always  had  a  slightly  different 
slant  on  driving.  Of  course,  due  to  some  of  the  most 
advanced  technology  ever  to  hit  the  road,  that  slant 
is  usually  caused  by  a  steep  mountain  face. 

With  220  horsepower  and  300  foot-pounds  of 
torque,  the  Grand  Cherokee  Limited  4x4  offers  the 
most  powerful  V8  engine  available  in  its  class*  A 
power  plant  made  even  more  impressive  by  the 
exclusive  Quadra-Trac®  all-the-time  four-wheel  drive 
system  that  can  detect  wheel  slippage  and  transfer 


power  to  the  set  of  wheels  with  the  most  traction. 
And  to  help  you  feel  even  safer,  dual  front  air  bags,+ 
rigid  side-guard  door  beams,  and  four-wheel  anti- 
lock  brakes  all  come  standard. 

To  find  out  more  about  Jeep  Grand  Cherokee, 
visit  our  Web  site  at  http://www.jeepunpaved.com 
or  call  1-800-925-JEEP.  You'll  discover  that  its 
advantages  are  easy  to  see — from  every  angle. 


Jeep 


there  s  Only  One 


*Source  of  Class:  Automotive  News,  1996.  tAlways  wear  your  seat  belt.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation 
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GM  CHARGES 
INTO  THE  FUTURE 

.  espire  appealing  traits  like  quiet 
operation  and  the  absence  of 
exhaust  emissions,  electric  cars  disap- 
peared from  the  American  automotive 
scene  almost  70  years  ago.  But  as  the 
American  car  rolls  into  its  second 
century,  General  Motors  is  pioneering 
the  revival  of  this  environmentally 
friendly  form  of  personal  transportation 
with  an  all-new  electric,  the  GM  EV1. 

Developed  by  GM's  Advanced 
Technology  Vehicle  center,  the  EV1  is 
far  more  than  a  conventional  car  with  an 
electric  motor.  GM's  EV1  development 
team  had  to  rethink  every  element  of 
vehicle  engineering  conventions,  from 
the  ground  up.  The  result  is  a  sporty 
two-seater  with  lively  performance  that 


measures  up  as  the  world's  most  energy- 
efficient  produc  tion  car,  as  well  as  a 
treasure  trove  of  technical  innovation. 

The  story  starts  with  weight  reduc- 
tion. The  equivalent  of  a  fuel  tank 
in  an  electric  vehicle  is 
its  battery  pack,  and 
the  bigger  the  a 
battery  pack, 
the  greater 
the  range. 
GM's  1997 
EV1  produc- 
tion models 
use  26  lead-acid 
battery  modules, 
mounted  in  a  T-shaped 
configuration  for  optimal 
centralization  of  mass.  Batteries  are 
inherently  heavy,  and  weight  has  a 
direct  impact  on  an  electric  vehicle's 
range  between  rechargings,  which 
dictated  the  creative  use  of  lightweight 
construction  materials. 

As  a  result,  the  EV1  is  the  world's 
most  aluminum-intensive  production 
automobile.  The  aluminum  space  frame 
which  employs  advanced  welding  and 
bonding  techniques  in  assembly, 
weighs  in  at  just  290  pounds  —  40% 


lighter  than  an  equivalent  steel 
structure  —  yet  also  scores  world-class 
marks  for  structural  rigidity. 

Painstaking  attention  to  weight  is 
evident  elsewhere.  The  composite 
exterior  body  panels, 
similar  to  those 
used  on  Saturn 
cars,  save  50 
pounds 
compared  to 
conventional 
sheet  steel, 
and  also  resist 
dents  and 
corrosion.  Seat  and 
steering  wheel  frames 
are  crafted  from  ultralight 
magnesium.  The  1 4-inch  aluminum 
alloy  wheels,  mated  to  high-pressure 
self-sealing  tires  designed  for  low 
rolling  resistance,  are  the  lightest  of 
their  size  in  production  history. 
These  and  many  other  inventive 
weight-saving  measures  limit  the 
EVl's  curb  weight  to  a  modest 
3250  pounds. 

Aerodynamic  efficiency  is  another 
key  element  in  optimizing  an  electric 
vehicle's  range  potential,  and  the  EV1 


Inset:  GM  is  working  with  public  utilities  to  develop  an  infrastructure  of  electric  "filling  stations"  to  make  the  EV1  truly  practical. 
Above:  GM's  EV1  is  a  technological  tour  de  force  with  a  lively  performance. 
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is  exceptional  in 
this  department. 
Its  sleek  profile  and 
fully  enclosed 
underbody  yield 
an  outstanding 
coefficient  of  drag 
(Cd)  of  1.9,  far 
lower  than  any 
production  car  sold 
in  America.  A  low 
Cd  and  a  limited 
frontal  area  — 
plus  minimal  curb 
weight  —  add  up 
to  a  potential 
range  of  70  to  90 
miles  between 
rechargings. 

It  also  helps 
give  the  EV1 
surprisingly  lively 
performance.  The  137-hp  Delco  AC 
motor,  transmitting  power  through  an 
integrated  gear  set  and  differential 
rather  than  a  conventional  multispeed 
transmission,  can  hustle  the  EV1  to  60 
mph  in  less  than  nine  seconds,  and  in 
near  silence. 

Since  the  batteries  power  all  the  car's 
microprocessor-controlled  subsystems 
—  heating,  ventilation,  air  condition- 
ing, audio  —  as  well  as  its  drivetrain, 
recharging  was  a  critical  development 
issue.  Here  too,  the  GM  Advanced 
Vehicle  Technology  team  was  called 
upon  to  engineer  essentially  from 
scratch.  The  result  is  the  Delco  Magne 
Charge  inductive  charging  system, 
available  in  two  levels  —  all  0-volt 
portable  system  and  a  high-powered 
station  (offered  in  floor  and  wall-mount 
versions)  capable  of  a  full  recharge  in 
three  hours. 

The  chargers  plug  into  a  front- 
mounted  receptacle  with  a  waterproof 


insulated  paddle,  transferring  power 
through  a  high-frequency  magnetic 
field,  a  system  that  virtually  eliminates 
the  possibility  of  accidents.  The  Magne 
Charge  system  is  built  to  a  Society  of 
Automotive  Engineers  standard  to 
ensure  mmm 
compatibility 
with  the 
various 
charger 
levels,  as  well 
as  products 
from  other 
manufacturers. 

Still  another 
innovative 
aspect  of 
GM's  systems 

approach  to  electric  car  revival  is  the 
development  of  an  infrastructure  — 
electric  "filling  stations"  —  to  make 
the  EV1  truly  practical.  GM  is  work- 
ing with  public  utilities  to  install  high- 


GM's  EV1  development  team  had  to  rethink  every 
element  of  vehicle  engineering  conventions. 


powered  charging  stations  in  EV1 
distribution  regions,  initially  in  the 
Los  Angeles,  San  Diego,  Phoenix  and 
Tucson  metro  areas,  and  eventually 
expanding  throughout  the  country. 
Available  on  a  lease  basis  through 
selected 
Saturn 
dealerships, 
the  EV1  is  a 
technological 
tour  de  force 
that  adds 
a  fresh 
dimension 
to  North 
American 
motoring. 
As  one  of 


the  few  companies  with  the  financial 
and  engineering  resources  to  tackle 
the  electric-car  revival,  GM  also  ranks 
as  the  clear  leader  in  this  reemerging 
class  of  vehicles. 


nuveriisement  iz 


OLDSMOBILE 
CELEBRATES  A  CENTURY 
OF  INNOVATION 

ansom  Eli  Olds  didn't  invent  the 
automobile,  but  he  was  instru- 
mental  in  its  emergence  as  a  practical 
form  of  transportation,  and  he  left  a 
legacy  that's  outlasted  all  his  turn-of- 
the-century  rivals.  His  Curved  Dash 
Runabout  —  the  Merry  Oldsmobile 
—  is  recognized  as  the  world's  first 
mass-produced  automobile,  as  well 
as  the  inspiration  for  the  first  song 
celebrating  a  car. 

The  son  of  a  blacksmith-machinist, 
Olds  built  his  first  self-propelled  vehicle, 
a  steam-powered  three-  wheeler,  in 
1887,  nine  years 
before  the  Duryea 
brothers  launched 
America's  first 
series-produced 
automobile. 

!  =  established 
the  Oids  Motor 
Vehicle  Company 
in  Lansing, 
Michigan  03 
August  21,  1897. 
Unlike  the 
thousands  of  auto- 
mobile companies 
that  have  come 
and  gone  since, 
Oldsmobile 
endured  to  become 


America's  longest-running  automotive 
brand  name,  as  well  as  a  cornerstone  of 
the  new  General  Mot  >rs  Corporation 
in  1908. 

America's  senior  carmaker 
will  celebrate  its  centennial 
in  1997.  Its  century  is 
liberally  dotted  with 
innovations  and 
achievements. 
Some  highlights: 
I  90 1 :  Curved 
Dash  Oldsmobile  goes 
on  sale  for  $650. 
Production  at  the  time  is 
roughly  equal  to  the  output  of 
all  other  U.S.  carmakers  combined. 
1  905:  Oldsmobile  stages  first 
transcontinental  race  to  dramatize 
deplorable  state  of  U.S.  roads.  A 
Curved  Dash  Runabout  completes 
the  4,000-mile  trek  in  44  days. 
1  908:  Oldsmobile  introduces  nickel 
plate  trim,  which  quickly  replaces  the 
previously  universal  brass. 
I  926:  Oldsmobile  introduces 
chrome  plating. 


1  939:  Hydra-Matic  Drive,  first  fully 
automatic  transmission,  introduced  on 
1940  Oldsmobiles. 
1  949:  Oldsmobile  introduces  the 
high-compression  Rocket  V8, 
leading  America  into  the 
muscle  car  era. 
1  966:  Toronado 
reintroduces  America  to 
front-wheel  drive. 
I  974:  GM  introduces 
first  production  air-bag 
restraint  system  on 
Toronado. 
1  976:  Cutlass  becomes 
America's  best-selling  car. 
1  987:  Oldsmobile  announces 
Quad  4,  America's  first  volume- 
produced  high-tech  multi-valve  engine. 
I  994:  Oldsmobile  introduces  the 
high-tech  Aurora  V8,  which  will 
see  racing  service  in  the  1997 
Indianapolis  500. 

All  new  for  1997,  Oldsmobiles 
midsize  Cutlass  sedan  represents  an 
appropriate  and  capable  bridge 
between  the  division's  distinguished 


In  1905,  "Old  Steady"  and  "Old  Scout"  raced  across  the  United  States. 
It  took  44  days  over  4,000  miles  and  few  roads. 


What  others  only 

think  about, 
we  have  out  and  about 


9 


Delco  Electronics  has  built  a  vehicle  with  electronics  so  advanced,  it  puts 
what  others  say  is  tomorrow's  technology  on  the  road  today. The  SSC 
(Safety,  Security  and  Communication)  has  some 
of  the  world's  most  sophisticated 
systems  working  together.  It's  an 

idea  we  just  had  to  set  into  motion.  ^»^^The  Smarts  Within^ 

http://www.de/co.com 


DELCO 
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past  and  challenging  future.  Technical 
highlights  include  an  exceptionally 
strong  unitbody  chassis  that  provides 
class-leading  handling  response  and  a 
safety  cage  surrounding  the  cabin  for 
outstanding  occupant  protection. 

High  chassis  rigidity,  hydraulic 
engine  mounts  for  the  standard  V6 
engine  and  double  door  seals  con- 
tribute to  quiet  operation,  and  safety 
systems,  including  standard  daytime 
running  lamps,  are  state-of-the-art. 

In  a  sense,  the  new  Cutlass  parallels 
the  concept  of  the  original  Merry 
Oldsmobile:  leading-edge  engineering, 
quality  construction,  quality 
materials,  long-haul  durability  and 
high  value.  Mr.  Olds  would  have 
approved. 


Ford's  GT-90  is  one  example  of  the  company's  New  Edge  design. 


FORD'S  NEW  EDGE  FOR 
A  NEW  CENTURY 

he  constraints  on  contemporary 
v    automotive  designers  are  far 
more  challenging  today  than  at  any 
time  in  the  past.  Aerodynamic  efficiency, 
safety,  weight,  interior  volume  and 
manufacturing  are  all  factors  that 
weigh  heavily  in  any  new  design. 
Against  this  backdrop  of  modern 
mandates,  however,  the  basic  goal 
remains  the  same:  the  creation  of 


vehicles  that  are  attractively  distinctive. 

The  Ford  Motor  Company  has  hit 
its  fair  share  of  home  runs  in  this 
ballpark  over  the  years,  and  as  the  year 
2000  looms,  Ford  Design  has  devel- 
oped a  new  concept  that  will  shape  its 
products  into  the  next  century.  It's 
called  New  Edge,  an  update  on  the 
aero  shapes  that  Ford  pioneered  so 
successfully  in  the  '80s.  What  will  that 
mean?  That  depends  on  the  application. 
One  of  the  fundamental  tenets  of  New 
Edge  is  that  it's  a  design  philosophy 
rather  than  a  codified  family  look. 

According  to  Ford  design  chief  Jack 
Telnack,  the  major  New  Edge  themes 
are  simplicity,  functionality  and 
precision.  "Essentially,''  he  explains, 
"New  Edge  combines  the  smooth, 
soft  surfaces  of  current  aero  design 
with  clean,  crisp  lines  intersecting  to 
produce  a  cleaner,  more  sculpted, 
more  defined  image." 

Two  recent  Ford  vehicles,  one  a 
concept  car,  the  other  just  entering 
production,  illustrate  the  broad  latitude 
within  the  New  Edge  concept.  The 
first  is  the  GT-90,  a  mid-engined  two- 
seat  supercar  with  a  720-horsepower 


1997  Lincoln  MarkVIU  $36,950 


Lincoln  iviaxK  v  111 

Cadillac  Eldorado 

Engine 

4     nonr  inTwh™  v  s 

t.oL  uunL  in  iccn  v-o 

i.oL  uurn.  iMonnstar  v-o 

Horsepower  @  RPM 

280  8  5500 

275  9  4250 

Torque  @  RPM 

285  9  4500 

300  9  4400 

100,000-mile  Scheduled  Tune-up  Interval' 

STANDARD 

STANDARD 

Anti-lock  Brakes  (ABS) 

STANDARD 

STANDARD 

All-Speed  Traction  Control 

STANDARD 

STANDARD 

Auto  Load-leveling  Suspension 

STANDARD 

STANDARD 

Theft -deterrent  Coded  Ignition  Key 

STANDARD 

STANDARD 

Power  Driver/Front  Passenger  Seats 

STANDARD 

STANDARD 

Remote  Keyless  Entry  System 

STANDARD 

STANDARD 

Solar  Tint  Glass 

STANDARD 

STANDARD 

Automatic  On/Off  Headlamps 

STANDARD 

STANDARD 

Dual  Power  Heated  Outside  Mirrors 

STANDARD 

STANDARD 

Auto-dimming  Inside  Mirror 

STANDARD 

STANDARD 

Dual  Power  Front  Seat  Recliners 

STANDARD 

STANDARD 

Dual  Illuminated  Visor  Minors 

STANDARD 

STANDARD 

Wiper -activated  Headlamps 

STANDARD 

STANDARD 

Automatic  Parking  Brake  Release 

STANDARD 

STANDARD 

Power  Tilt-telescoping  Steering  Wheel 

STANDARD 

Leather  Seating  Surfaces 

STANDARD 

An  ti -theft  Alarm  System 

STANDARD 

Auto-dimming  Driver-side  Mirror 

STANDARD 

Center  Console 

STANDARD 

Driver  Passenger  Power  Lumbar  Support 

STANDARD 

Driver/Passenger  Autoghde  Seats 

STANDARD 

Memory  Driver  Seat 

STANDARD 

Memory  Sideview  Mirrors 

STANDARD 

Computer- managed  Air  Suspension 

STANDARD 

Premium  Audio  System 

STANDARD 

In-dash  CD  Player 

STANDARD 

10-function  Memory  Profile  System 

STANDARD 

Luminarc™  High  Intensity  Discharge  Headlamps 

STANDARD 

Full-width  Neon-lighted  Rear  Taillamp  Applique 

STANDARD 

Electronic  Compass 

STANDARD 

Outside  Mirrors  w/Secunty  Lamps  and  Turn  Signa 

Indicilors  STANDARD 

Reverse  Tilt-down  Outside  Mirrors 

STANDARD 

Speed -dependent  Ride  Height  Adjuster 

STANDARD 

Concealed  Radio  Antenna 

STANDARD 

Overdrive  Lockout 

STANDARD 

Illuminated  Interior  Door  Handles 

STANDARD 

Manufacturer's  Suggested  Retail  Price 

$36,950 

$38,830 

Equipment  Standard  on  Lincoln  Mark  VIII  and 

Full  Center  Console 

Optional  on  Cadillac  Eldorado 

Leather  Seating  Surfaces 

Electronic  Compass 
Anti-theft  Alarm 
Auto-dimming  Driver-side  Mirror 
Driver/Passenger  Power  Lumbar 
Universal  Garage  Door  Opener 
Memory  Features 
Electrochromic  Mirrors 

Options  Price 

$2,162 

Manufacturer's  Suggested  Retail  Price, 
Comparably  Equipped 

$36,950 

$40,992 

Buy  a  Lincoln  Mark  VIII  and  Save 

$4,042 

'Undn  iwrmit  driving  tondmoni  wiih  routine  (kudtflhcf  chuigM. 
fW  j  on  MSRP  companion  of  compiribly  equipped  vrhuLcv 
Ltiminw  it  i  indtnurk  of  OSRAM  SYLVAN  IA  INC 
Cilifomu  (nidrnli  only 

dmpniiivr  din  bitrd  on  oltioni]  informjnon 

f  LINCOLN 

What    A    Luxury   Car    Should  Be 
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To  receive  a  free  brochure  call  1  800  446-8888. 
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Although  a  conceptual  commonality 
between  the  GT-90  and  KA  is  difficult 
to  see  at  a  glance,  both  cars  share  a  key 
New  Edge  trait  —  a  lean,  efficient 
appearance  enhanced  by  taut  surfaces. 

What  will  New  Edge  mean  for 
future  Fords?  Obviously,  we'll  have  to 
wait  and  see.  But  it  seems  clear  the 
future  will  be  anything  but  boring. 


George  Marshall  called  it  "America's 
greatest  contribution  to  modern 
warfare,"  and  it  served  with  distinction 
in  every  theater  on  the  planet. 

Stark,  gritty  and  virtually  unbreak- 
able, the  original  Jeep  was  the 
progenitor  of  a  new  vehicle  sub-species, 
equally  capable  on  roads  or  off.  Today 
we  call  them  sport-utilities. 


VI 2  engine.  With  its 
purposeful  collection  of 
angles,  flat  planes  and 
aggressive  stance,  the 
GT-90's  New  Edge 
aero  interpretation  is 
more  in  the  realm  of 
an  F- 1 5  fighter  than 
the  rounded  shapes 
of  today's  sedans. 

The  KA,  a  new 
minicar  just  introduced 
in  Europe,  is  at  the 
opposite  end  of  the 
spectrum  and  the  first 
production  example  of 
the  New  Edge  concept. 
Although  its  exterior 
dimensions  are  diminutive,  10  inches 
shorter  than  the  current  Ford  Aspire 
three-door  subcompact,  the  KA's 
relatively  long  wheelbase  yields 
surprising  interior  volume,  and  the 
smooth,  egg-shaped  roofline  enhances 
overall  chassis  rigidity. 


The  1 997  Jeep  Wrangler  is  a  fresh  take  on  a  beloved  classic. 


JEEP  WRANGLER: 
Meshing  the  Past 
With  the  Future 

orld  War  II  Willys  ads  bragged 
accurately  —  that  "the  sun 
never  sets  on  the  Jeep."  General 


The  KA  is  Ford's  new  minicar, 
just  introduced  in  Europe. 


While  the  modern  Jeep  has  obviously 
come  a  long  way  since  its  development 
in  the  crucible  of  world  conflict, 
stewardship  of  this  all-American  icon 
entails  a  unique  set  of  challenges.  Jeep 
faithful  are  willing  to  accept  innova- 
tions that  enhance  performance  and 
durability,  but  changes  in  appearance 
are  something  else  entirely. 

That's  why  the  1 997  Wrangler  looks 
so  much  like  its  predecessor,  as  well  as 
the  World  War  II  original.  And  that's 
also  the  genius  of  the  latest  generation 
of  this  uniquely  American  vehicle.  It 
preserves  the  rugged  persona  that's 
distinguished  Jeeps  since  their  inven- 
tion, right  down  to  the  exposed  hood 
hinges,  a  windshield  that  can  be 


You 


missed  the  moon  W 


And  WOODSTOCK.  At  least 

you'll  get  to  {See  EVi. 

EVi  is  the  first  modern  production  electric  car  in  America.  This  year, 
people  will  sit  behind  the  steering  wheel  (it  has  one).  And  step  on  the 
accelerator  (it  has  no  "gas  pedal").  And  drive  it  home.  Maybe  you'll 
be  one  of  those  people.  If  not,  there's  a  good  chance  you'll  drive  a 
GM  car  or  truck  that  uses  other  advanced  technologies.  These  things 
aren't  science  fiction.  They're  right  around  the  corner. 


General  Motors 
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folded  flat,  and  round  headlights, 
replacing  the  square  headlights  of  the 
previous  generation. 

Those  retro-style  headlights,  virtually 
mandated  by  Jeep  customer  clinics, 
provide  the  only  easily  visible  clue  to 
change.  But  as  comfortingly  familiar 
as  it  looks,  this  is  a  new  Jeep.  The  new 
Wrangler  shares  no  major  exterior 
body  panels  with  its  predecessor,  and 
77%  of  its  parts  are  new. 

The  tough  truck-style  ladder-type 
frame  has  been  strengthened,  making 
the  Wrangler  even  better  suited  to 
rugged  work  in  four- 
wheel-drive  terrain, 
and  the  new 
Quadra-Coil 
suspension,  with 
coil  springs  at  all 
four  wheels, 
provides  improved 
articulation  for 
rock-crawling,  plus 
smoother  ride  quality 
on  pavement.  The 
new  soft  top  goes 
up  and  down  more 
easily,  and  improve- 
ments to  both  the 
soft  and  optional 
hard  tops  reduce 
interior  noise  levels. 

Changes  within 
are  easier  to  discern. 
[  he  Wrangler's  new 


fiont  seats  have  more  fore-aft  travel,  to 
maximize  space  up  front,  and  the  rear 
seat  has  been 
widened  by  six 
inches.  An  all- 
new  dashboard 
centralizes  major 
instruments  in 
front  of  the 
driver,  and  the 
windshield  is 
three  inches 
taller,  providing 
better  forward  sight  lines. 

The  dashboard  also  includes  air 
bags  for  driver  and  front  passenger, 
and  its  modular  design  lends  itself 
to  ready  adaptation  for  right-hand 
markets,  an  important  improvement  in 
manufacturing  efficiency,  since  the 
Wrangler  is  sold  in  100  different  coun- 
tries. If  the  sun  never  set  on  the  World 
War  II  Jeep,  it  rarely  passes  high  noon 
for  the  Wrangler. 


The  net  result  of  these  and  other 
refinements  is  a  Wrangler  that's  simul- 
taneously tougher 
and  more  capable 
where  it  counts  and 
more  civilized  than 
any  of  its  distin- 
guished ancestors. 

Jeep  Platform 
General  Manager 
Craig  Winn  defines 
the  Wrangler  design 
challenge  as  one  of 
"meshing  the  past  with  the  future." 
And  that's  precisely  what  the  new 
Wrangler  represents. 

DELCO  ELECTRONICS 
UNVEILS  THE  FUTURE 

y£v  t's  fair  to  say  that  electronics 
\/  represent  the  next  great  horizon 
in  automotive  innovation. 

Microprocessors  already  control  and 
coordinate  a  wide  range  of  vehicle 


Delco  Electronics'  SSC  concept  vehicle  is  a  dazzling  sampler  of  onboard  systems  designed 
to  enhance  safety,  security  and  communications. 


5om 
take 


'isit  the  Dunlop  showroom 
http://www.aunloptire.com 

Or  for  your  nearest  Dunlop  Dealer, 
look  in  the  Yellow  Pages  or  call  1-800-548-4714. 
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functions,  right  down  to  every 
combustion  event  in  each  individual 
cylinder  of  every  new  car  on  America's 
highways.  But  sophisticated  as  today's 
automotive  electronics  are,  they  seem 
modest  compared  to  developments 
that  are  just  around  the  corner. 

The  Delco  Electronics  SSC 
concept  vehicle  is  a  dazzling 
sampler  of  onboard 


Safety: 

•  Front,  rear  and  side  radar  sensors  to 
warn  drivers  of  other  vehicles  or 
other  moving  objects.  A  front  laser 
sensor  augments  the  forward  radar 
sensor  at  low  speeds. 

•  Adaptive  cruise  control,  integrated 
with  the  forward  radar,  adjusts 
vehicle  speed  to  traffic. 

•  Infrared  night  vision,  for  amplified 
driver  information  in  low  visibility 
conditions  and  beyond  headlight 
range  at  night. 

•  EyeCue™  head-up  display  projects 
warnings  and  vehicle  system 
information  in  a  low-intensity 
holographic  projection  onto  the 
windshield,  which  appears  to  float 


PASS-Key  III  technology. 

•  Rec-Ignition  personalization 
controller  allows  different  drivers  to 
preset  controls  and  comfort  settings. 

Communications: 

•  Telepath  Navigation  100  system 
employs  global  positioning  satellite 
(GPS)  technology  to  locate  vehicle, 
monitor  speed  and  direction  and 
guide  driver  to  destination. 

•  Eyes  Forward  dual-LCD  instrument 
cluster  presents  vehicle  information 
via  full-color  liquid  crystal  display. 
As  intriguing  as  its  individual 

features  are,  the  most  impressive 
feature  of  this  electronics  showcase  is 
the  integration  of  so  many  advanced 
systems  into  a  single  vehicle.  On  the 
scoreboard  of  automotive  electronic 
intelligence,  the  SSC  measures  up  as 
the  world's  smartest  vehicle. 


systems  designed  to  enhance  auto 
safety,  security  and  communications. 
Some  of  its  advanced  electronic 
innovations  —  keyless  entry,  for 
example  —  have  already  made  their 
way  into  General  Motors  production 
vehicles.  Others,  such  as  a  radar-based 
proximity  alert  system,  warning  the 
driver  of  possible  collision,  lie  in 
the  future. 

Here  are  some  of  t  he  highlights  of 
the  SSC's  advanced  systems. 


above  the  front  of  the  vehicle,  similar  to 
systems  employed  on  military  aircraft. 

•  Occupant  sensors  regulate 
deployment  of  passenger  front 
and  side  air  bags. 

Security: 

•  Mayday/ Anti-Carjack  controller 
operates  automatic  emergency  alert 
and  theft  recovery  systems. 

•  Keyless  ignition  allows  driver  to 
start  vehicle  with  an  individual  code 
via  remote  control  keyfob  using 


Chevrolet's  S-10  Electric  Pickup 


CHEVROLET  EYES  NEW 
HORIZONS  IN  TRUCKING 

¥ruckin'  isn't  what  it  used  to  be 
at  Chevrolet.  It's  better  than 
ever  before.  As  well  as  more  versatile. 

In  addition  to  ongoing  improve- 
ments in  comfort,  safety  and  durability, 
Chevrolet  continues  to  raise  the  ante 
in  that  most  valuable  of  all  pickup 
truck  commodities:  muscle.  And  for 


SVc^  days,  vacations,  downtime,       ere  are 
enough  things  to  worry  about  at  the  office.  Choosing 
the  right  car  doesn  ?t  h  ave  to  he  one  of  them. 


L  U  yyi  1  VI  CI       Few  things  can  make  your  job  easier  than  choosing  a  Lumina® 
for  your  fleet.  It  can  go  up  to  100,000  miles  hefore  its  first  scheduled  tune-up!  Its  suspension 
is  luhed  for  life.  It  even  has  a  handy  oil-wear  indicator.  And  with  24-Hour  Roadside  Assistance1 
your  employees  will  never  travel  alone.  Better  yet,  it's  not  only  dependable,  it  s  affordable  too. 

In  fact,  Consumers  Digest  named  Lumina  a  "Best  Buy"  in  its  class.  All  of  which  make 
choosing  your  next  fleet  car  one  less  thing  you'll  have  to  worry  about. 


Genuine  Chevrolet 

The  Cars  More  Americans  Trust. 


Call  l-800-FLEET-OPerations  or  visit  www.clievrolet.com  'Maintenance  needs  vary  with  use  ami  driving  conditions.       owners  manual  (or  more  information. 
t?ee  your  dealer  or  fleet  account  executive  for  program  details.  ©  1 996  GM  Corp.  Buckle  up,  America!  H' 
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1997,  Chevrolet  adds  yet  another 
dimension,  with  an  electrically 
propelled  version  of  its  S-10  compact 
pickup,  currently  the  only  truck  in  its 
class  offering  the  convenience 
of  a  third  door  option. 

The  Power  of  the  Vortec 

Vortec  isn't  a  new  word  at  Chevrolet. 
The  first  Vortec  engine  appeared  in 
the  Chevy  truck  lineup  in  1992. 
But  Vortec  technology  has  given 
General  Motors'  V6  and  V8  truck 
engines  a  new  lease  on  life  in  1996 
—  better  durability,  better  emissions 
performance  and,  most  important, 
more  torque  and  more  horsepower. 
Much  more. 

Although  the  new  Vortec  engines 
entail  a  wide  variety  of  mechanical 
improvements,  the  heart  of  the 
technology  lies  in  new  two-piece 
intake  manifolds  —  composite  uppers, 
cast  aluminum  lowers.  The  use  of 
composite  material  for  the  upper  half 
acts  as  a  thermal  insulator,  to  help 
control  the  temperature  of  the  fuel-air 
mixture,  and  also  reduces  noise, 
weight  and  cost. 

The  net  result  of  the  Vortec  revolu- 
tion is  dramatic  engine  output  gains 
right  across  the  board.  For  example, 
the  new  Vortec  5000  5.0-liter  V8 
generates  220  horsepower  and  285 
pound-feet  of  torque,  versus  175 
horsepower  and  265  pound-feet  for 
its  5.0-liter  predecessor.  Increases  in 


the  other  members  of  the  Vortec  V8 
engine  family  —  5.7  and  7.4  liters  — 
are  similar. 

In  addition  to  impressive  power 
gains,  another  key  aspect  of  the 
Vortec  technology  is  its  long-term 
impact  on  cast.  GM's  V8  truck 
engines,  particularly  the  5.0-  and  5.7- 
liter  versions,  have  been  undergoing 
continuous  development  since  1955, 
and  the  Vortec  breakthrough  means 
they'll  be  viable  well  beyond  the  turn 
of  the  century.  As  a  result,  GM  can 
continue  to  build  on  a  solidly 
established  engine  family  without 
incurring  the  huge  expense  of 
developing  an  all-new  engine,  or  the 
complexity  and  weight  of  an  overhead 
camshaft  design. 

Zero  Emissions  Trucking 

As  GM  engineers  continue  to  expand 
the  horizons  of  established  engine 
technology,  they're  also  hard  at  work 
on  the  next  chapter  in  truck  propulsion. 
Chevrolet  will  market  its  electric- 


powered  S-10  pickup  to  fleet 
customers  in  1 997,  a  program  with 
important  downstream  implications  as 
various  state  agencies  move  toward  zero 
emissions  regulations  as  a  percentage  of 
total  vehicle  sales. 

All  but  indistinguishable  from  its 
gasoline-powered  counterparts,  the 
S-Series  electric  employs  essentially 
the  same  powertrain  and  advanced 
recharging  technologies  as  GM's 
all- new  EV1  passenger  car.  It  may  look 
familiar,  but  for  this  Chevy,  "fill  'er 
up"  will  mean  something  all  new. 

VIRTUAL  TIRE  SHOPPING 
AT  DUNLOP 

ire-buying  may  not  rank  with 
root  canals  on  the  great  scale 
of  things  we'd  prefer  to  put  off  to 
some  indefinite  point  in  the  future, 
but  it's  an  activity  that  produces 
anxiety  nonetheless. 

Which  tire  is  right  for  my  car,  truck, 
sport-utility  or  minivan?  Aren't  all  tires 


The  Dunlop  Radial 
Rover  RV  is  just  one  of 
the  products  consumers 
can  research  on  the 
Dunlop  Web  site. 


FACTS  ARE  FANCY. 


Facts  are  like  wishes.  You  can't  count  on  them  to 
make  things  happen.  They  just  aren't  reliable  as 
projectable  information.  To  meet  your  marketing 
objectives  takes  something  more.  At  Polk,  we  believe 
it  takes  multi-dimensional  intelligence  to  gain  real 
insight  into  consumers'  perceptions  and  habits. 
Multi-dimensional  intelligence  is  the  sum  of  our 
superior  data,  technical  proficiency  and  diagnostic 
savvy.  It  is  present  in  every  Polk  direct  marketing, 


database  management  and  market  analysis  product. 
Multi-dimensional  intelligence  enables  you  to  build 
your  market  strategy  on  the  most  sophisticated  and 
comprehensive  consumer  information  available.  For 
a  fully  dimensional  portrait  of  your  customers  and 
prospects,  come  to  the  company  that  has  spent  the 
last  125  years  perfecting  its  data  and  diagnostic 
capabilities.  Because  in  the  end,  it's  not  the  information, 
it's  the  intelligence  behind  it.  Call  800  635-5522. 


Multi-Dimensional  Intelligence 
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essentially  the  same  —  black,  round 
and  pneumatic? 

Like  selecting  a  loaf  of  bread  or  a 
detergent,  buying  a  replacement  tire 
can  seem  bewildering  at  a  glance, 
because  of  the  vast  variety  of  choices. 
Size,  treadwear  index,  load  rating 
and  type  —  high  performance,  all- 
weather,  mud  and  snow  —  are  all 
important  considerations. 

Fortunately,  the  combination  of  the 
personal  computer  and  the  information 
superhighway  can  eliminate  most,  if 
not  all,  of  this  confusion,  allowing 
buyers  to  do  their  preliminary  shopping 
at  home  via  the  World  Wide  Web. 

Dunlop's  new  showroom  website 
provides  a  good  example  of  the  kind 
of  tire  information  available  via  the 
computer  keyboard.  One  of  the  world's 
oldest  tire  makers,  Dunlop  offers  a 
broad  range  of  rubber,  detailed  in  the 
Library  section  of  its  virtual  showroom. 

Other  subdirectories  of  the  show- 
room provide  information  designed  to 
answer  basic  questions  on  tire  types  and 
sizes  and  also  to  expand  a  shopper's 
knowledge.  A  general  understanding 
of  arcane  tire  mysteries  like  offset, 
bead,  siping  and  tread  compounds  is 
a  big  morale  booster  when  you  walk 
into  a  real  showroom. 

Other  information  in  the  Dunlop 
Web  site  tells  browsers  how  to  read  a 
tire  sidewall  —  the  various  codes 


molded  into  the  sidewall,  as  mandated 
by  the  Department  of  Transportation 
—  as  well  as  ways  to  make  any  set  of 
tires  last  longer  and  perform  better 
throughout  their  life  cycle.  For  example, 
underinflation  continues  to  be  the 
number  one-cause  of  premature  tire 
failure,  even  though  checking  tire  pres- 
sure is  even  easier  than  checking  oil. 
Proper  wheel  alignment  and  balancing 
can  add  thousands  of  miles  to  tire  life 
and  also  optimize  a  vehicle's  handling. 

After  all,  tires  are  the  essential 
connection  between  a  vehicle  and  the 
surface,  paved  or  not. 
Dunlop's  virtual  showroom  address: 
http://www.dunloptire.com. 

CREATIVE  TREND 
TRACKING 

ustomer  driven"  is  a  key  concept 
in  new  vehicle  development 
today,  as  product  planners  and  brand 
managers  tailor  new  products  to  specific 
consumer  targets.  In  plain  language,  it 
means  giving  the  customer  what  he  or 
she  wants. 

That  sounds  simple  enough.  But  in 
an  era  of  increasingly  segmented  mar- 
kets, determining  what  a  particular  set 
of  customers  wants  is  a  monumental 
task.  The  broader  the  sample,  the  bet- 
ter the  data,  but  conducting  enough 
customer  clinics  to  produce  reliable 
results  stretches  the  resources  of  even 
the  largest  companies.  That's  why  car- 
makers rely  on  The  Polk  Company,  the 
Detroit  firm  that  pioneered  the  tracking 
of  new  car  registration  data  nationwide 
and  developed  it  as  an  invaluable  mar- 
keting resource. 

In  the  age  of  the  computer,  Polk's  ser- 
vices are  more  valuable  than  ever  before, 
extending  well  beyond  mere  vehicle  and 
demographic  data.  Market  insight  is  an 
interpretive  science,  and  Polk  is  leading 


the  way  with  new  analytic  approaches 
to  help  its  automotive  customers  more 
effectively  and  efficiently  address  their 
markets  with  in-depth  insight  on  what 
drives  the  behavior  of  target  consumers. 

Polk  identifies  its  creative  interpretive 
capability  as  "multidimensional  intelli- 
gence," an  innovative  discipline  that 
colors  Polk  products  in  direct  market- 
ing, data  mining  and  market  analysis. 
A  case  in  point  is  Polk's  Automotive 
Loyalty  Product  Line,  a  range  of  ser- 
vices designed  to  illuminate  trends  and 
motivations  in  brand  loyalty.  Brand 
loyalty  in  the  U.S.  market  has  eroded  to 
30%  overall,  making  informed  intelli- 
gence on  this  topic  critically  important 
to  manufacturers,  corporate  brand  and 
sales  managers,  advertising  agencies  and 
even  individual  dealers. 

There's  more  to  today's  auto  market 
than  new  cars.  Used  car  superstores  and 
the  increasing  volume  of  leased  cars 
have  produced  dramatic  changes  — 
and  new  opportunities.  Polk  is  on  the 
forefront  in  this  expanding  realm  with 
its  Used  Car  Database,  the  first  compre- 
hensive data  set  based  on  actual  registra- 
tions, rather  than  surveys.  This  new 
product  allows  Polk  customers  to  better 
understand  the  used  car  market  —  in 
terms  of  size,  regional  variation  and 
buyer  profiles  —  as  well  as  its  impact 
on  new  car  sales. 

Anticipating  the  tight-focus  targeting 
of  brand  management,  Polk  has  created 
yet  another  new  service  to  help  vehicle 
marketers  identify  prime  prospects. 
The  Polk  Vehicle  Purchase  Predictor 
identifies  individual  households  likely 
to  be  in  the  market,  breaking  the  infor- 
mation down  in  terms  of  new  or  used 
vehicles,  as  well  as  vehicle  segments  and 
price  range.  ■ 

Veteran  automotive  writer  Tony  Swan  is  based  in  Detroit. 
Design:  Leslie  Singer  Design,  NYC 


FIND  THE  STALLED  CAR  IN  THIS  PICTURE. 


mler-8enz  Research 


rhe  revolutionary  Eaton®  VORAD® 
system  can.  And  it'll  make  driving 
]  whole  lot  safer. 

Impenetrable  fog  -  it's  just  one  of  the 
lazards  that  you  face  regularly  on  the 
oad.  Along  with  blinding  rainstorms, 
'white-out"  blizzards,  inky  black  nights 
ind  roadways  clogged  with  unpredictable 
irivers  and  vehicles.  Every  day,  every  mile 
iresents  a  changing  mix  of  hazards.  Eaton 
/ORAD  collision  warning  systems  can 
telp  reduce  these  risks. 

From  our  founding  in  1911  as  a 
nanufacturer  of  heavy  duty  truck  axles, 
iaton  Corporation  has  built  a  heritage 
if  innovation  as  a  leading  supplier  of 
omponents  and  systems  for  cars  and 
rucks.  Products  that  make  vehicles  more 
Iriveable.  More  durable.  More  reliable, 
iafer.  The  integration  of  Eaton  electronics 
hto  our  vehicle  components  is  making 
lem  smarter,  too.  Today,  more  than  half 


our  sales  come  from  electrical  and 
electronic  controls. 

Eaton  VORAD  technology  is  already 
being  adopted  by  OEM's  and  fleets  in  the 
heavy  truck  market.  Now,  we're  ready  to 
put  it  into  passenger  cars  and  light  trucks 
around  the  world. 

Nearly  all  accidents  involve  human  error. 

Statistics  show  that  93%  of  all 
accidents  involve  human  error*  About 
half  of  these  result  from  a  failure  to  fully 
recognize  the  traffic  conditions  around 
you.  Just  one  additional  second  of 
warning  can  prevent  up  to  90%  of  both 
rear-end  and  intersection  collisions.** 

The  Eaton®  VORAD®  Collision  Warning 
System  uses  advanced  radar  technology 
to  provide  as  much  as  four  seconds  of 
advanced  warning  to  slow  moving  or 
stopped  vehicles  ahead,  or  objects 
moving  suddenly  into  your  path.  Visual 
and  audible  alerts  provide  warnings 


at  three  seconds,  two  seconds  and  one 
second  away  from  a  potential  collision. 
Critical  seconds  that  can  make  a  life  or 
death  difference. 

Our  side  Collision  Warning  System 
warns  drivers  of  unseen  traffic  to  either 
side  of  the  car.  Our  SmartCruise®  systems 
can  automatically  pace  a  vehicle's  speed 
control  to  maintain  a  driver-adjustable, 
preset  distance  to  the  traffic  ahead. 

A  vital  safety  investment. 

We  are  all  interested  in  keeping 
satisfied  customers.  If  you're  interested  in 
keeping  them  safer,  learn  more  about  the 
Eaton  VORAD  systems.  Eaton  VORAD 
Technologies  is  a  subsidiary  of  Eaton 
Corporation.  Call  us  at  1-800-867-2332. 


HIGH-PERFORMANCE  PRAISE. 
FULL-THROTTLE  ACCOLADES 


"THIS  TAURUS  SHO  IS  TERRIFIC.  IT  IS  A  FAST  CAR,  BOTH  CONFIDENT 
AND  ATHLETIC.  IT  IS  ALSO  A  REFINED  CAR,  BOTH  QUIET  AND  COM- 
POSED. AND  IT  SURE  DOESN'T  COST  MUCH,  DOES  IT?"      Automobile  Magazine 

(July  1996) 

"SHO'S  3.4-LITER  4-CAM  V-8,  A  MARVEL  OF  COMPACTNESS  AND 
SMOOTHNESS,  MAKES  235  BHP  WITH  LITTLE  STRAIN.''  Road  &  Track 

(July  1996) 

"THE  235-HP  V-8  ENGINE  HAS  A  HEALTHY  SNARL,  AND  ITS  POWER  IS 
CONCENTRATED  WHERE  IT'S  NEEDED." 

"REFINEMENT  AND  SPORTINESS  AT  A  FAIR  PRICE."  Car  and  Driver 

(July  1996) 

"BACK-ROAD  PASSING  IS  NEVER  A  CONCERN,  AND  ESCAPING  THE 
TRUCK  RACES  ON  THE  INTERSTATE  TAKES  JUST  A  TOUCH  OF  THE  TOE." 

AutoWeek 
(April  29,  1996) 

"YOU  GET  THE  FUN  OF  A  HIGH-PERFORMANCE  SPORTS  MACHINE, 

WITHOUT  SACRIFICING  ROOM  FOR  THE  KIDS."  USA  TODAY 

(June  19,  1996) 


FORD  TAURUS 


i 


RACE 
OR 
THE 

CURE 


HAVE  YOU  DRIVEN  A  FORD  LATELY? 


CALL  TOLL-FREE  1-888-TAURUS-SHO 

www.ford.com 


PEOPLE  ON  THE  FAST  TRACK 


EDITED  RY  NANCY  ROTENIER 


Bubbly  growth? 

Turning  a  lot  of  heads 
last  December,  Coca-Cola 
U.S.A.  President  Jack 
Stahl  announced  a  goal  of 
a  50%  share  of  the  domes- 
tic soft  drink  market  by 
2001,  up  from  43%  cur- 
rently. This  would  require 
the  Adanta-based  bever- 
age giant's  $5.3  billion 
(1995  sales)  division  to 
grow  by  at  least  twice  the 
industry  rate  of  3.5% — in  a 
market  many  consider 
mature. 

But  Stahl,  43,  is  ready 
to  go  for  it.  As  proof  of 
the  opportunity,  he  rattles 
off  per  capita  consump- 
tion of  his  beverages  in 
Rome,  Ga. — 960  units  per 


year — versus  Buffalo, 
N.Y.— 75.  "The  challenge 
is  to  take  the  steps  to  get 
consumption  in  Buffalo 
to  what  it  is  in  Rome," 
he  says. 

A  1977  Wharton 
M.B.A.,  Stahl  spent  two 
years  consulting  at  Arthur 
Andersen  before  heading 
to  Coke's  finance  depart- 
ment. He  became  chief 
financial  officer  in  1989 
before  jumping  to  opera- 
tions at  Coke  U.S. A.  two 
years  ago. 

There  he's  overseen 
new  marketing  and  pack- 
aging for  Sprite  and  built 
new  brands  like  Powerade, 
Fruitopia  and  Nestea. 
Unit  growth  has  been  an 


impressive  7%. 

"If  we  can  demonstrate 
here  that  there's  no  ceiling 
on  our  growth,"  says 
Stahl,  "then  I  think  it 
helps  demonstrate  what's 
possible  to  the  rest  of  the 


Coca-Cola  U.S.A.'s  Jack  Stahl 
Painting  the  country  red. 


system."  And  what's  pos- 
sible for  Stahl,  a  solid  con- 
tender for  the  chief  execu- 
tive spot  some  day. 


Toy  stoty 

Call  it  trial  by  fire  for 
Francesca  Luzuriaga,  chief 
financial  officer  since 
December  of  $3.9  billion 
(estimated  1996  sales) 
Mattel,  the  world's  largest 
toy  company.  First  there 
was  the  failed  $5.2  billion 
attempt  to  acquire  rival 
Hasbro  in  February. 

Two  months  later  a 
former  employee's  wrong- 
ful dismissal  suit  became 
public  with  accusations  of 


Francesca  Luzuriaga 
Getting  help  from 
the  Barbie  clan. 


accounting  fraud. 

With  the  stock  down 
9%,  to  24%,  Luzuriaga  got 
on  the  phone  to  investors 
and  analysts  and  pulled 
information  for  an  investi- 
gation that  eventually 
cleared  the  firm  of  any 
wrongdoing.  The  stock  is 
back  at  27. 

With  no  acquisitions  in 
sight  these  days,  Luzur- 
iaga, 42,  is  using  Mattel's 
cash  to  buy  back  stock. 
She's  spending  $230  mil- 


lion on  that  this  year, 
almost  double  the  1995 
level. 

But  there  are  always 
new  challenges  for 
Luzuriaga,  who  landed  at 
Mattel  in  1982  after  a 
four-year  stint  in  finance 
at  Xerox.  Mattel  is  faced 
with  falling  short  by  sever- 
al points  on  its  10%  top- 
line  growth  plan  for  the 


year.  So  Luzuriaga  is 
under  pressure  to  increase 
earnings  15%.  She's  help- 
ing shift  spending  to 
higher-margin  core 
brands— Barbie,  Hot 
Wheels,  Fisher-Price  and 
Disney.  And  year-to-date, 
she's  cut  inventory  by  11% 
and  receivables  by  14%. 

"I've  always  focused  on 
growth  and  expense  con- 
trol," says  Luzuriaga, 
"how  you  make  the  thing 
grow  on  the  inside."  H 
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imCATIQHS 


Your  computers  could  be  shut  down  for  a  day  by  an 
evil  virus.  How  do  you  immunize  yourself  against  this 
threat?  IBM  is  applying  neural  networks  to  the  problem. 

The  hot  zone 


Iv  Srikumar  S.  Rao 


At  every  moment,  while  the  world 
moves  on  unheeding,  a  titanic  battle  is 
being  fought  in  the  far  reaches  of 
cyberspace.  Each  day  a  small 
number — about  200 — of  computer 
vandals  construct  a  half-dozen  or  so 
new  viruses.  Each  day  a  tiny  group  of 
about  30  antivirus  researchers  work 
feverishly  to  analyze  these  viruses  and 
come  up  with  antidotes. 

Viruses  range  from  merely  pesky 
nuisances  that  flash  a  "Gotcha!"  on  the 
screen  of  a  victim  to  malicious  pro- 
grams that  erase  valuable  data  files  or 
render  computer  networks  unusable. 
The  bad  guys  have  on  their  side  a  lot 
of  idle  hours  and  the  handy  Internet, 
ever  which  they  trade  notes  and  even 

Srikumar  S.  Rao  is  chairman  of  the  marketing 
department  at  the  C.W.  Post  campus  of  New 
York's  Long  Island  University  and  a  consultant. 


IBM's  Steve  R.  White 

The  really  contagious  viruses 

spread  in  minutes. 


samples.  The  good  guys  have,  besides 
their  wits,  some  artificial  intelligence 
on  their  side.  They  have  figured  out 
how  to  use  so-called  neural  net- 
works— computer  programs  trained  to 
detect  patterns — to  spot  newly  hatched 
viruses  that  have  not  been  seen  before. 

This  summer  a  midwestern  bank 
with  roughly  200  servers  and  10,000 
desktops  was  shut  down  for  four  days 
when  a  virus  froze  its  network.  It  could 
not  process  wire  transfers.  Branch 
offices  were  locked  out  of  the  system. 
Customer  accounts  could  not  be 
accessed.  An  emergency  visit  from  an 
antivirus  firm  cured  the  infection. 

An  internal  Forbes  computer  net- 
work was  paralyzed  for  a  day  by  a  virus 


earlier  this  year.  Reliable  sources  indi- 
cate that  some  of  our  competitors 
have  had  the  same  problem  more 
recently.  "Security  professionals  know 
about  these  attacks,"  says  Ralph 
Langham,  computer  service  officer  for 
the  U.S.  Trust  Co.  "The  general 
public  does  not." 

The  battle  between  the  bad  guys 
and  the  good  guys  is  about  even  now, 
but  the  good  guys  have  to  work  harder 
to  keep  up.  There  are  several  reasons. 
First,  the  virus  creators  are  older  and 
more  sophisticated  than  they  were  a 
decade  ago.  Second,  they  can  share 
information  more  easily.  "In  the  past 
virus-writers  were  mostly  clever 
teenagers  who  had  limited  resources," 
says  Sarah  Gordon,  security  analyst  at 
Command  Software  Systems  in 
Jupiter,  Fla.  "These  days  many  are  in 
their  thirties  and  have  network  access. 
They  collaborate  globally  using  the 
Internet  and  write  tighter  code." 

The  most  important  reason  for  the 
proliferation  of  viruses  is  the  explosive 
growth  of  corporate  networks,  often 
hooked  to  the  Internet.  In  such  an 
environment  viruses  spread  readily,  as 
a  plague  would  spread  through  New 
York's  subway  system. 

"Traditional  methods  of  detecting 
and  removing  viruses  depend  on 
expert  analysis  by  humans  and  the  dis- 
tribution of  a  cure  to  users,"  explains 
Steve  R.  White,  a  senior  manager  at 
IBM's  Thomas  J.  Watson  Research 
Center  in  Hawthorne,  N.Y.  "These  are 
orders  of  magnitude  too  slow  to  deal 
with  viruses  that  spread  globally  within 
hours  or  minutes." 

IBM  is  at  the  forefront  of  virus  detec- 
tion and  removal  technology.  Its 
researchers  have  developed  one  of  the 
neater  techniques,  using  neural  net- 
works, for  automatic  detection  of  the 
most  prevalent  class  of  viruses — so- 
called  "boot  sector"  viruses.  The  boot 
sector  is  a  small  sequence  of  code 
stored  on  a  diskette  or  hard  disk  that 
on  IBM-compatible  machines  is  exactly 
512  bytes  long  and  that  orients  your 
computer  when  you  turn  it  on.  Mess 
with  this  code  and  you  can  hypnotize 
the  computer  into  doing  things  it 
shouldn't  be  doing — like  erasing  files 
without  permission.  There  are  more 
than  10,000  strains  of  viruses  for  IBM 
compatibles,  and  only  a  few  hundred 
of  these  are  boot-sector  viruses.  But 
until  recently,  boot-sector  infections 
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WE  CAN  SAVE  YOU  UP  TO  20%  ON 
YOUR  TOTAL  COST  OF  COMPUTING. 
IF  YOU'RE  WILLING-  TO 

TH4U3P0UTSIDE 

THE  BOX.1"* 


We're  not  talking  chump  change.  When  you  add  up  basic  maintenance,  help  desk, 
and  other  support  costs,  each  PC  runs  you  about  $6,000  over  its  lifetime.  If  you've  got 
5,000  computers,  that's  $30,000,000.  Ouch.  But  you  can  cut  that  pain  by  up  to  20%. 
In  this  case,  six  million  bucks.  It's  not  new  math.  It's  a  new  way  of  thinking.  Call  for  our 
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First  step  in  detecting  new 
viruses:  Look  for  certain  tell- 
tale triplets  of  characters, 
much  like  these.  IBM  scientists 
have  a  little  list— 30  out  of  17 
million  possible  ones — that 
they  consider  distinctive.  The 
real  list  is  a  trade  secret. 


accounted  for  more  than  80%  of  all 
virus  incidents.  (In  the  past  several 
months,  "macro"  viruses,  which 
spread  via  dirty  spreadsheets  and  word 
processor  documents,  have  become  a 
severe  problem.) 

Neural  networks  are  a  form  of  arti- 
ficial intelligence  in  which  a  computer 
simulates  the  way  in  which  human 
brains  process  information.  Explains 
IBM's  White,  "A  neural  network  learns 
pretty  much  the  way  a  human  being 
does.  Suppose  you  say  'big'  and  show 
a  child  an  elephant,  and  then  you  say 
'small'  and  show  her  a  poodle.  You 
repeat  this  process  with  a  house  and  a 
giraffe  as  examples  of  'big'  and  then  a 
grain  of  sand  and  an  ant  as  examples  of 
'small.'  Pretty  soon  she  will  figure  it 
out  and  tell  you  that  a  truck  is  'big' 
and  a  needle  is  'small.'  Neural  net- 


works can  similarly  generalize  by  look- 
ing at  examples." 

Traditional  computer  programs  use 
statements  like  "if  this,  then  that"  to 
instruct  the  computer  on  what  it  has  to 
do.  Mechanical  rules  like  that  are  a 
large  part  of  automatic  virus  detection: 
If  a  questionable  piece  of  software 
includes  a  segment  that  matches  the 
signature  of  a  known  virus,  then  the 
software  is  infected;  reject  it. 

The  neural  net  is  aimed  at  situations 
that  are  more  ambiguous.  It  is 
designed  to  detect  a  new  virus  that 
shares  subtle  features  with  known 
viruses  but  does  not  necessarily  match 
them  line  for  line. 

The  neural  network  starts  with  no 
rules  built  in.  The  rules  evolve.  You 
show  the  net  a  series  of  key  measure- 
ments from  an  infected  piece  of  soft- 


Vaccines 

Vendor 

Product 

Price 

Telephone 

Web  address  (www.) 

Command  Software  Systems 

F-PROT  Professional 

$90 

800-423-9147 

commandcom.com 

IBM 

Antivirus 

49 

800-742-2493 

av.ibm.com 

McAfee  Associates 

VirusScan 

65 

408-988-3832 

mcafee.com 

Symantec 

Norton  Antivirus 

85 

800-441-7234 

symantec.com 

Preventive  medicine  for  viruses  that 
infect  Windows  machines. 


ware,  then  the  measurements  for  a 
piece  of  clean  software.  Now  here's 
another  infected  piece  of  code,  now 
another  clean  one.  On  its  own,  the 
neural  net  will  pick  up  a  pattern. 

One  problem:  The  number  of  train- 
ing examples  has  to  be  far  greater  than 
the  number  of  measurements  being 
assessed.  It  is  not  uncommon  to  use 
tens  of  thousands,  even  millions,  of 
observations  to  train  a  neural  net.  In  a 
1995  Virus  Bulletin  conference  in 
Boston,  a  researcher  presented  a  paper 
on  why  neural  networks  could  not  be 
used  to  detect  computer  viruses:  There 
weren't  enough  samples  to  train  them. 

Gerald  Tesauro,  37,  who  has  a 
Ph.D.  in  physics  from  Princeton  and 
landed  at  IBM's  Hawthorne  lab  in 
1988,  found  a  way  to  use  neural  nets 
on  viruses  nonetheless.  There  aren't 
enough  samples  to  train  the  net?  His 
solution:  Don't  feed  entire  viruses  to 
the  net;  feed  virus  particles. 

Tesauro  digested  computer  code 
into  sequences  of  three  bytes  and 
extracted  those  likely  to  be  present  in 
viruses  but  not  in  legitimate  programs. 
These  triplets  then  became  the  bases  of 
a  neural  net.  There  turned  out  to  be 
just  enough  examples  to  train  a  neural 
network  using  this  approach.  The  net 
told  Tesauro  how  many  demerits  to 
give  for  each  of  the  different  suspect 
triplets  found  on  a  questionable  boot 


254 


Forbes  ■  November  18,  1996 


Step  2 

Test  population 


Step3 


Suspect  disk 


Samples  of  triplets  in 
innocent  boot  sectors 

o  0  o  0 
0  1   o   o  0 


1  0 

o  0 

o  o 

o  o 

o  0 

o  o 

o  o  0 

0  o  0 

0  o  0 

1  o  0 

0  Q 

0 


0 
0 
0 
0 

1 

0 
0 
0 
0 

0 
0 

0 


Samples  of  triplets  in 

infected  boot  sectors 

0  0 
0 


2 
2 
1 

0 

0 

0 

0 

0 

0 

2 


0  0 

0  0 

0  0 

0  0 


1 

2 
1 
0 
0 
1 

0 

0 

0 

1 

0 


0  o 


2 
0 
1 

0 
0 
1 

0 
2 
0 
1 
0 
0 
0 


Neural  network 


Knowing  what  triplets  to  look  for  is  only  half  the 
battle.  How  much  importance  do  you  assign  to  each? 
That's  the  job  for  a  neural  network,  a  computer  pro- 
gram that  studies  the  frequencies  of  the  key  triplets 
in  hundreds  of  infected  and  uninfected  boot  sectors. 
Its  output  is  a  value  weighting  for  each  of  the  30 
telltale  triplets. 


The  boot  sector  from  a  suspect  disk  is  fed  into  the  virus 
scanner.  The  scanner  counts  the  occurrences  of  each  of  the 
telltale  triplets.  The  counts  are  multiplied  by  the  different 
weights  assigned  by  the  neural  net,  and  the  results  are 
added.  The  bottom  line  is  what  you  might  call  a  coefficient 
of  virulence.  If  this  number  is,  say,  20  or  more,  the  diskette  is 
very  probably  infected. 


sector  (see  diagram).  Enough  demer- 
its, and  you  put  the  questioned  piece 
of  code  in  quarantine. 

In  these  diagnostic  routines  it's  just 
as  important  to  avoid  false  accusations 
as  to  finger  the  guilty.  If  a  program  or 
file  is  thought  to  be  infected  when  it  is 
not,  a  company  turns  its  network 
upside  down  in  a  hunt  for  a  nonexis- 
tent infection.  Work  is  disrupted,  and 
fear  of  viruses  spreads  along  with  dis- 
trust of  the  protective  software. 

IBM's  neural  nets  have  virtually  elim- 
inated false  positives.  "Our  program  is 
on  millions  of  desktops  and  has  detect- 
ed about  a  half-dozen  previously 
unknown  boot  viruses,"  says  White. 
"There  have  been  only  three  false  pos- 
itives, and  all  of  these  were  security 
programs  whose  codes  share  many 
similarities  with  viruses." 

"We  had  a  severe  virus  problem 
until  1992,"  says  U.S.  Trust's  Lang- 
ham.  "Machines  would  lock  up.  Tech- 
nicians would  not  understand  the 


problem  and  experiment  with  chang- 
ing disk  drives  and  other  pieces  of 
hardware.  An  average  infection  hit  50 
or  so  desktops.  Now  that  we  have  a 
good  software  shield  in  place,  we  have 
less  than  1  machine  infected  [per  inci- 
dent]." Langham  uses  IBM  software, 
enhanced  with  neural -net  technology. 

IBM  isn't  the  only  firm  with  new 
defenses  against  the  virus  spreaders. 
Symantec  has  a  spider  that  cruises  the 
Internet,  looking  at  500  known  virus 
transmission  sites  and  also  randomly 
downloading  files.  These  files  are 
checked  for  viruses,  using  various  auto- 
mated analytical  engines. 

But  then  the  bad  guys  are  getting 
rather  creative,  too.  Computer  vandals 
have  created  polymorphic  viruses  that 
mutate  each  time  they  infect  a  com- 
puter, making  immunization  much 
more  difficult.  They  have  taken  to 
encrypting  viral  code  so  it  cannot  be 
detected  while  inactive. 

The  good  guys  have  retaliated  by 


creating  safe  "virtual  computers" 
where  viruses  can  be  tricked  to  deliver 
their  payloads.  They  are  then  detected, 
analyzed  and  zapped. 

In  a  well-guarded  laboratory  at 
IBM's  Hawthorne  office,  Jeffrey 
Kephart,  manager  of  antivirus  science 
and  technology,  demonstrates  what  the 
future  will  bring.  He  infects  a  PC  with 
a  simulated  unknown  virus.  The  pro- 
tection program  detects  it  instantly  and 
captures  the  viral  code,  sending  it 
securely  to  an  analysis  computer  sitting 
a  few  yards  away.  The  virus  is  analyzed, 
a  signature  extracted  and  an  antidote 
developed  and  sent  back.  Elapsed  time, 
less  than  five  minutes.  Sometime  next 
year  IBM  aims  to  install  a  system  like 
this  over  the  Internet  to  its  customers. 

So  who's  going  to  win  this  battle, 
the  viruses  or  the  virus  hunters?  That's 
too  hard  to  predict,  but  here's  a  pretty 
safe  forecast:  Corporations  are  going 
to  have  to  spend  more  and  more 
money  on  self-defense.  ■ 
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Jack  Dangermond,  a  math  dunce  in  high  school,  has 
turned  an  abstruse  fieid  of  that  subject  into  a  gold  mine. 


i  i 


By  Jeffrey  Yoimg 


Laura  and  Jack 
Dangermond 
if  you'd  only  done 
your  geometry 
homework,  maybe 
you'd  be  as  rich 
as  they  are. 


You're  in  a  strange  city  and  need 
cash.  So  you  point  your  Web  browser 
to  Visa  International's  ATM  locator 
( visa  .infonow.  net/ powe  rsearch .  html ) , 
fill  in  the  entry  form's  blanks  for  city, 
state  and  street,  and  hit  "return." 
Twenty  seconds  later,  up  pops  a 
detailed  street  map  marking  your 
spot  and  the  three  nearest  ATM 
machines. 

Here  you  see  one  of  those  rare 
computer  applications — like  ATMs 
themselves — that  clearly  make  life 
easier.  And  if  the  idea  works  for 


ATMs,  it  ought  to  work  for  pizza 
franchises,  gas  stations  or  electronics 
outlets — any  business  with  branches. 
It  all  comes  down  to  meshing  differ- 
ent kinds  of  data  on  a  common  geo- 
graphic template. 

Environmental  Systems  Research 
Institute  of  Redlands,  Calif,  has  built 
a  $170  million  business  on  just  such 
projects,  many  of  them  based  on 
some  pretty  abstruse  mathematics. 
esri  started  out  as  a  digital  cartogra- 
pher, but  it  has  moved  beyond  that 
heavily  trafficked  business  territory 
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into  software  that  uses  maps  to  solve 
business  problems.  "Maps  are  the 
booby  prize,"  says  Jack 
Dangermond,  51,  the  cofounder, 
co-owner  and  chief  visionary  at  ESRI. 

Strangely  enough,  Dangermond 
has  no  natural  bent  for  math.  He 
says  he  was  "pretty  poor  at  it  in  high 
school."  He  learned  it  quickly 
enough,  though,  when  he  under- 
stood exactly  how  it  could  help 
him — a  motivation  he  thinks  lacking 
in  today's  school  coursework.  Now 
he  employs  60  people  with  doctor- 
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Just  in  case  you  were  wondering 
where  10%  penetration  puts  you 
in  the  U.S.  cellular  market. 


SBC  Communications  is  proud 
to  announce  that  we're  thefiwt 
major  U.  S.  cellular  provider  to 
reach  double -digit  penetration. 
We've  become  number  one  in  the 
U.S.  through  implementation 
of  an  aggressive  growth  strategy. 
This  strategy  has  helped  us  build 
our  cellular  customer  base  to 
4.1  million  in  key  markets.  And 
that's  just  the  beginning.  While 
we're  proud  to  have  reached  this 
impressive  milestone,  we  remain 
focused  on  the  road  ahead.  In 
other  words,  that's  ten  down  and 
ninety  to  go. 


Southwestern  Bell 


SBC  Communications  Inc.  and  its  Southwestern  Bell  companies 


SBC  CELLULARONE 
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Seattle:  a  meter-reader's  view 
Seattle  City  Light  is  experimenting 
with  this  meter  route  map,  made  with 
ESRI  software,  that  makes  possible 
push-button  updates. 


ates  in  math-related  fields. 

The  ATM  locator  poses  a  problem 
in  graph  theory,  which  represents 
each  intersection  with  horizontal 
and  vertical  coordinates.  Finding  the 
closest  cash  machines  requires  first 
locating  the  starting  point  on  the 
graph — where  you  are — and  then 
fanning  out  along  every  road,  mea- 
suring walking  distances. 

Other  companies  in  the  business 
of  geographic  information  systems 
can  put  a  street  map  on  a  computer 
screen.  But,  says  Dangermond,  they 


aren't  as  good  as  ESRI  at  marrying 
map  data  to  a  corporate  database  of 
something  like  branch  offices.  ESRl's 
find-your-branch  feature  is  designed 
to  work  with  any  database  setup, 
including  the  popular  Oracle  format. 

A  much  tougher  test  of  ESRl's 
skills  comes  in  another  common 
business  problem,  picking  delivery 
routes.  Look  at  what  ESRI  does  for 
Sears,  Roebuck.  A  Sears  warehouse 
serving  a  small  sales  area  typically  has 
200  deliveries  a  day,  to  be  parceled 
among  10  trucks.  If  you  are  trying 
to  minimize  total  travel  time,  which 
trucks  should  do  which  deliveries?  In 
what  order? 

A  mathematician  will  immediately 
recognize  this  scheduling  problem  as 
a  variation  on  the  classic  traveling 


salesman  riddle.  It  turns  out  that  for 
finding  the  optimal  route — and 
being  sure  you  have  found  the  opti- 
mal route — there  is  no  known 
method  better  than  to  try  every  pos- 
sible permutation  of  the  deliveries. 
But  there  are  a  lot  of  permutations. 
Trying  them  all  for  200  deliveries 
would  keep  a  computer  the  size  of 
the  solar  system  busy  for  a  period  of 
time  somewhat  longer  than  the  age 
of  the  universe.  All  so  you  can  get 
Mrs.  Smith  in  Des  Moines  her  new 
self-cleaning  range. 

ESRl's  mathematicians  haven't 
broken  any  new  ground  in  dealing 
with  the  theoretical  problem  of  find- 
ing the  optimal  routes,  but  they  have 
made  a  lot  of  headway  in  solving  the 
practical  problem  of  finding  fairly 
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be  playing  ^ 

zvaterpolo. 


Olympic  Ice  Rink'  92.  Meribel,  French  Alps.  Medium 
and  low-voltage  power  distribution  provided  by  Schneider. 


But  what  you'll  see  is 
hockey!  Thanks  to 
Schneider,  electrical 
distribution  and  protection 
systems  ensure  the  safe 
application  of  electricity 
in  the  building. 
So  day  after  day,  the  ice 
rink  remains  fit  for  skating, 
and  doesn't  become 
a  swimming  pool. 
Why  Schneider  ? 


No  wonder.  Schneider  is 
a  world  leader  in 
the  electrical  industry. 
Our  products  and  services 
from  Federal  Pioneer, 
Merlin  Gerin,  Modicon, 
Square  D  and 
Telemecanique  provide 
solutions  to  customers 
around  the  world, 
from  electrical  distribution 
and  industrial  control 


to  automation.  No  matter 
what  business  you're  in, 
no  matter  where, 
Schneider  has  the 
products  and  services 
to  meet  your  needs. 
Because  no  one 
in  the  world  does  more 
with  electricity. 
Schneider  North  America 
Phone:  (847)  925  3796 
Fax  :  (847)  925  7796 


No  one  in  the  world 

does  more  with  electricity, 


GROUPE^SCHNEIDER 


■  Federal  Pioneer  M  Merlin  Gerin  ■  Modicon  ■  Square  D  ■  Telemecanique 


COMPUTERS/COMMUNICATIONS 


capacity  constraints  for 
certain  products  on  cer- 
tain trucks;  the  time  that 
delivery  will  take  (refriger- 
ators take  longer  to 
unload  than  ovens);  and  a 
driver's  shift  needs  (lunch 
breaks,  no  overtime).  Out 
pops  a  tentative  list  of 
addresses  to  be  serviced  in 
each  period  of  the  day  by 
each  truck.  The  software 
then  sequences  the  morn- 
ing stops,  beginning  with 
the  one  closest  (in  travel 
time)  to  the  warehouse, 
and  continuing  until  the 
shift  has  been  filled.  Then 
it  does  later  shifts,  cover- 


ing all  the  addresses  (3). 

The  last  act  is  a  self- 
improvement  routine.  The 
computer  plays  with  the 
cluster  boundaries,  swap- 
ping deliveries  from  one 
group  with  another  (red 
dots)  to  see  whether  total 
travel  time  can  be  short- 
ened (4).  In  the  illustra- 
tion, the  blue  route  has 
taken  two  stops  in  the 
northwest,  and  the  red 
route  has  taken  one  in  the 
southeast. 

A  modified  route  pattern 
will  save  an  hour's  labor. 
This  is  where  the  program 
earns  its  keep.  -J.Y.B1 


Shortcuts 


Sears,  Roebuck  &  Co. 
has  about  1,000  delivery 
trucks,  averaging  20  stops 
a  day  each.  What's  the 
best  way  to  deploy  them? 
This  optimizing  problem 
no  mathematician  can 
sol\  e  perfectly.  ESRI  soft- 
ware gives  a  near- best 
solution. 

The  program  starts  each 
day  by  identifying  all 
delivery  locations  in  the 
area  served  by  a  ware- 
house and  building  a 
matrix  of  travel  times 
between  each  pair  of 


addresses.  Doing  this 
involves  not  only  simple 
distance  but  also  such  fac- 
tors as  road  conditions, 
traffic  jams  and  turnta- 
bles— how  sharply  angled 
a  corner  is  and  whether  a 
truck  can  make  it  (see  1). 

Next  the  software  uses 
geometry  to  cluster 
addresses  into  several 
groups  of  neighbors  and 
near-neighbors  (2). 

Now  the  system  ana- 
lyzes the  variables  for 
every  delivery:  whether 
the  customer  requested 
morning,  afternoon  or 
evening  delivery;  any 


Delivering  the  goods 

Customer  locations 

.  Warehouse 


® 


Sequencing  the  stops 


Clustering 


® 


Final  optimization 


© 


good  routes.  The  ESRI  algorithm 
divides  a  day's  deliveries  into  clus- 
ters, one  for  each  truck.  Within  each 
cluster,  it  finds  a  good  (if  not  quite 
optimal)  sequence  of  deliveries. 
Then  it  plays  with  the  borders  of  the 


clusters,  say  by  swapping  a  pair  of 
western  deliveries  assigned  to  truck 
A  with  an  eastern  one  assigned  to 
truck  B.  After  each  such  substitu- 
tion, routes  are  reoptimized.  When 
further  swapping  no  longer  produces 


appreciable  reductions  in  travel  time, 
the  program  stops  and  delivers  its 
"best  guess"  routes. 

In  the  space  of  20  minutes  on  a 
UNIX  workstation,  the  clever  ESRI  sys- 
tem can  approximate  the  perfect 
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A  fennec  fox  can  hear  a  beetle 
twitch  from  across  a  field. 

If  we  could  get  him  to  wear  a  suit, 
he'd  fit  right  in  at  our  company. 


BEING  a  good  listener  seems  to  us  a  necessary 
trait  for  business  success.  So  when,  exactly,  did  the 
customer's  opinion  start  to  mean  less  to  some  companies 
than  their  yearly  expenditure  on  paper  clips? 

At  Ameritech,  customer  input  is  not  only  useful, 
it's  treasured.  We  want  to  know 
everything  a  customer  is  thinking 
about  our  products  and  services.  Selective 
listening,  however,  has  no  place  with  us. 

So  to  help  us  determine  what's  good  as  well 
as  what's  bad,  we  have  a  department  called  Human 
Factors.  They  are  a  group  of  behavioral  scientists  ded- 
icated to  making  technology  easier  to  use.  They  test 
new  products  and  services  with  real  people,  outside  the 
confines  of  the  laboratory. 

They  do  so  in  our  Test  Towns,  where  they  observe 
how  people  use  the  technology  in  everyday  life.  If  it 
doesn't  work  in  the  Test  Town,  it's  back  to  the  drawing 
board  until  it's  right.  It's  a  process  that  puts  hundreds 
of  our  customers  into  direct  contact  with  the  multitude 
of  new  products  and  services  we  test  each  year. 

One  such  service  is  CivicLink."  It's  an  online  service 
that  allows  the  user  to  search  and  retrieve  publicly 

"Hey,  shhhh!" 


available  government 
arjeurjrients.  An  invaluable  aid 
to  law  firms,  financial  institutions  and 
other  businesses,  it  greatly  reduces  the  need  for 
frequent  trips  to  government  facilities  for  available 
information.  CivicLink  is  now  being  used  with  much 
success,  and  should  be  available  to  a  broader  range  of 
customers  very  soon. 

And  rest  assured,  we'll  continue  to  upgrade  and 
improve  this  service  based  on  customer  input.  Because 
Ameritech  is  one  company  that  always  has  its  ears  on. 


<Affiefiteclx 

Your  Link  to  Better 
Communication* 


www.ameritech.com 
©1996  Ameritech  Corp. 
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Mountain  of  data 
Scientists  built 
this  ESRI  model 
of  Austria's 
Glocken  region  in 
layers,  starting 
with  a  skeletal 
structure  on 
which  they 
then  draped 
topographic  and 
geoscientific 
data.  Objective: 
better  data 
visualization. 


answer  a  supercomputer  would  dis- 
cover by  brute-force  calculation  in 
an  eon.  It  replaces  a  human  dis- 
patcher, who  would  take  several 
hours  to  produce  a  decidedly  inferi- 
or system  of  routes.  Dangermond 
says  the  ESRI  system  saves  Sears  tens 
of  millions  of  dollars  a  year;  Sears 
declined  to  cite  a  number. 

Dangermond  started  out  a  long 
way  removed  from  delivery  routes.  In 
the  late  1960s  he  was  studying  land- 
scape architecture  at  Harvard.  It  was 
a  natural  field  for  the  son  of  a  Dutch 
nurseryman  who  settled  in 
California's  San  Bernardino  County, 
famous  for  its  oranges.  But,  unlike  his 
two  brothers,  who  remained  in  the 
field,  Dangermond  saw  more  in  land- 
use  maps  than  mere  topography. 

"The  idea  was  to  display  data  in 
spatial  relationships,"  he  says. 
"Think  of  this  as  routing — finding 
the  best,  and  worst,  and  any  other 
paths  through  a  given  universe  of 
data.  And  seeing  it  change  in  front  of 
you  as  you  change  variables."  He 
saw  the  map  as  a  spreadsheet,  before 
the  spreadsheet  had  been  invented. 

But  how  to  do  it?  Dangermond 
studied  basic  math  texts  on  his  own. 
With  help  from  a  part-time  mathe- 
matician he  concocted  a  program 
that  lets  you  superimpose  informa- 
tion on  a  digital  map,  so  that  you 
might  tell,  for  instance,  which 
underground  gas  pipelines  might 
have  been  weakened  by  an  earth- 
quake. That  geometric  tool  remains 
a  core  element  in  all  of  esri's  soft- 
ware, which  sells  for  up  to  $18,000 
per  user. 

Dangermond  started  selling  his 


mapping  software  in  1980,  for  use 
on  mainframes  and  minicomputers. 
His  main  foe  was  and  is  Intergraph, 
a  publicly  traded  computer  graphics 
firm  with  total  sales  last  year  of 
around  $1  billion.  One  of 
Intergraph's  strongest  customers  is 
the  federal  government. 

Dangermond  has  no  intention  to 
take  esri  public  and  never  took  a 
dime  of  outside  capital.  He  and  his 
wife,  Laura,  the  company's  executive 
vice  president,  own  all  the  stock. 
They  have  done  a  fine  job  of  keeping 
up  with  the  larger  public  firm: 
Market  research  firm  Daratech,  of 
Cambridge,  Mass.,  estimates  that 
Intergraph  took  in  $151  million 
from  its  geographic  information  sys- 
tems last  year,  a  bit  behind  ESRI. 
What's  ESRI  worth?  Half  a  billion 
dollars,  possibly  much  more. 

A  new  threat  comes  from  digital 
mappers  selling  cheap  software  that 
runs  on  desktop  machines.  The 
leader  here:  publicly  traded  Maplnfo 
(Forbes,  Jan.  6,  1992).  Reluctant  to 
cannibalize  their  high-end  worksta- 
tion software,  the  Dangermonds 
nonetheless  introduced  a  low-priced 
($1,000  per  user)  desktop  mapping 
system  in  1990  and  have  gradually 
given  it  more  and  more  of  the  pow- 
erful features  found  on  their  work- 
station software. 

The  Internet  component  is  the 
next  piece  of  this  grand  platform 
migration.  Dangermond  sees  that 
his  customers — Visa,  for  instance — 
will  run  ESRI  mapping  systems  on 
their  servers  and  give  away  the  maps 
just  to  attract  customers.  "We  sell  to 
anyone  who  has  maps  they  want  to 


make  available,"  Dangermond 
claims,  as  he  lays  out  a  strategy  to 
adopt  the  Internet  as  wholehearted- 
ly as  any  college  kid  with  a  hankering 
for  a  personal  Web  page.  He 
describes  digital  maps  as  essential  to 
"the  future  of  electronic  Yellow 
Pages." 

He  frankly  admits  that  he  has  no 
idea  how  this  will  work  out,  but  real- 
ized that  he  had  to  throw  the 
resources  at  the  Internet  to  get  there 
fast.  That's  one  big  advantage  of 
being  private. 

But  staying  in  the  driver's  seat 
does  have  its  problems.  The 
Dangermonds  have  no  children,  and 
bear  responsibility  for  close  to  2,000 
employees  worldwide.  Jack  and 
Laura  have  been  thinking  about  how 
to  pass  it  on,  but  he  says  that,  having 
just  turned  51,  "we  don't  think  we'll 
retire  anytime  soon." 

Retire,  no,  but  Jack  Dangermond 
has  taken  up  a  serious  avocation:  His 
success  in  mastering  material  he'd 
abhorred  in  school  has  led  him  to 
become  a  kind  of  math  evangelist. 
Now  esri  provides  software  and 
training  to  hundreds  of  schools,  and 
Dangermond  preaches  to  junior 
high  and  high  school  students  about 
the  value  of  applied  mathematics. 
"Because  I  had  a  tangible,  practical 
problem  to  solve,  it  was  easy,"  he 
says.  "Can't  we  do  the  same  with 
maps  and  high  school  kids  today?" 

It  wasn't  true  when  Jack 
Dangermond  was  young,  but  it's 
true  today:  You  can  make  a  fortune 
from  geometry,  statistics  and  all 
those  other  topics  that  most  people 
hate  in  school.  WM 
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She  can't  tell  her 
doctor  what's  wrong. 


2 


We  Can.  3M  Red  Dot™  monitoring  electrodes  help  give  doctors 


and  nurses  the  information  they  need  to  watch  a  newborn's  cardiac  signs.  The 
innovation:  a  signal  so  clear  and  reliable,  it  keeps  working  even  when  she  fusses, 
yet  with  an  adhesive  so  gentle  it  won't  irritate  her  skin.  From  advanced  wound 
dressings  to  heart-lung  machines  and  clinical  information  systems  -  we've  built 
a  $2  billion  health  care  business  by  making  the  X^fvOYYl  Yieed  tO... 


Innovation 


For  more  information,' 


-HELPS,  or  Internet:  http:llwww.mmm.com 


THE  SOFTWARE  HORIZON 


A  Web  site  sells 


BY  GUY  KAWA 


Guy  Kawasaki  is 
an  Apple  fellow 
and  author  of 
How  to  Drive  Your 
Competition  Crazy. 


Hallelujah!  I  have  found  a  Web  site  that 
illustrates  the  marketing  potential  of  the 
internet.  It  is  the  Web  site  of  BMW  of  North 
America:  www.bmwusa.com. 

By  now  every  car  manufacturer  with  a  mar- 
keting executive  who  can  click  a  mouse  but- 
ton has  created  a  Web  site.  These  sites,  like 
many  other  corporate  sites,  simply  regurgi- 
tate existing  propaganda — photos,  spec 
sheets,  lists  of  options  and  magazine  reviews. 
This  is  not  a  productive  way  to  use  the 
Internet. 

A  consumer  company  like  a  car  manufac- 
turer can  increase  the  value  of  a  Web  site  by 
doing  two  things.  First,  by  getting  informa- 
tion as  well  as  giving  it.  Second,  by  enabling 
customers  to  experience  a  product.  In  both 
regards,  the  BMW  site  rules. 

To  understand  how,  you  have  to  under- 
stand what  people  do  when  they  visit  the  BMW 
site.  Suppose  you're  a  Microsoft  employee, 
and  you've  made  more  money  than  you  ever 
dreamed  of.  To  reward  yourself  for  a  lifetime 
(24  months)  of  hard  work  since  college,  you 
decide  to  buy  some  Basic  Microsoft  Wheels. 
You  leave  the  Wall  Street  Journal  site,  where 
you  have  a  free  account  since  you're  using 
Microsoft's  Internet  Explorer  (at  least  until 
Janet  Reno  figures  out  which  Bill  she  works 
for),  and  you  surf  on  over  to  BMW. 

You  discover  that  BMW  has  five  families  of 
cars:  Z3,  3  series,  5  series,  7  series  and  8 
series.  Total  coolness  erupts:  You  can  paint, 
price,  point  and  click  your  way  to  your  dream 
car.  Seconds  after  you  click  on  the  "submit" 
button,  you're  presented  with  a  picture  of 
your  Montreal  blue  540i  with  a  sand  beige 
leather  interior,  and  its  total  price  with  the 
options  you  desired. 

What  a  concept:  interaction  with  a  Web 
site.  Cyber- what-if.  Change  the  exterior  or 
interior  color,  click  on  "submit"  and  you'll 
see  a  new  color  scheme.  Change  the  options, 
click  on  "submit"  and  you'll  see  a  new  price. 

But  if  you  think  what  you're  getting  is 
cool  and  useful,  what  BMW's  marketing 
department  is  getting  is  even  better.  Back  at 
BMW's  advertising  and  Internet  agency,  Fallon 
McElligott  in  Minneapolis,  Minn.,  is  a  room- 
ful of  Macintoshes  that  gather  data  about  the 
cars  prospective  customers  are  "building"  on 
BMW's  Web  site.  According  to  Web  god 
Matthew  Dornquast,  the  agency  does  not 
associate  a  build  with  an  individual.  Instead, 


it  aggregates  the  data  and  summarizes  the 
total  number  of  cars  built,  the  number  built 
per  day,  the  average  cost  of  the  cars  that  are 
built,  popularity  of  options  (leather  seats, 
stereo,  cellular  phone),  percentages  for  each 
exterior  color  scheme,  percentages  for  interi- 
or color  schemes  and,  of  course,  the  models 
chosen. 

Precious  data:  What  models  are  the  most 
popular?  What  colors  are  the  most  popular? 
What  options  are  the  most  popular?  In  a  simi- 
lar vein,  Mercedes  has  cleverly  built  up  a  cult 
following  among  future  customers,  as  well  as 
a  list  of  prospects,  with  elaborate  direct-mail 
campaigns  (Forbes,  June  3).  The  BMW  Web 
site  aims  at  the  same  goal  through  a  cheaper 
medium. 

The  Web  site  also  provides  something 
worthwhile  to  potential  customers.  Like 
thousands  of  other  people,  I  went  to  see  the 
movie  Goldeneye  for  the  unveiling  of  BMW's 

If  you  think  what  you're  getting 
is  cool  and  useful,  what  BMWs 
marketing  department  is 
getting  is  even  better. 


new  Z3  sports  convertible  more  than  for  the 
acting  of  Pierce  Brosnan  and  Izabella 
Scorupco.  Unfortunately,  the  Z3  was  visible 
for  precious  few  seconds,  and  actors  were  in 
the  way,  to  boot. 

Web  site  to  the  rescue:  BMW  provides  a  vir- 
tual experience.  BMW  has  a  QuickTime  movie 
that  enables  people  to  walk  around  or  get 
inside  the  car.  There's  also  a  recording  of  the 
sound  of  a  Z3  accelerating.  Check  this  out  at: 
bmwaisa.com/machine /z3/ virtual/ 
virtual.html.  The  site  also  also  offers  the  vir- 
tual tour  experience  of  the  750il  model. 
Thus,  without  stepping  outside  your  office  or 
home,  or  even  going  to  a  movie,  you  can 
experience  a  Z3  or  750il  before  one  is  at  your 
local  BMW  dealership. 

Unlike  too  many  Web  sites,  which  simply 
reflect  the  vanity  of  a  corporate  Web  master 
or  a  clueless  executive  who  has  been  con- 
vinced the  company  has  to  be  there  or  be 
square,  the  BMW  Web  site  serves  a  solid  mar- 
keting purpose:  the  gathering  and  distribu- 
tion of  information  for  the  benefit  of  the 
company  and  the  customer.  Now  go  check 
your  Web  site  and  see  how  it  stacks  up  against 
this  standard.  WM 
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There  is  an  entire  world  beneath  this  sky,  and  on  it  daily,  2,066,706 futures  are  traded, 
69,960,000  barrels  of  oil  are  produced,  136,145  cars  roll  off  assembly  lines,  countless 
disasters  occur  and  governments  govern,  some  well,  some  poorly.  Yet,  with  all  this  diversity, 
one  basic  need  transcends  all  others.  The  need  to  communicate.  This  is  our  planet.  From 
where  we  sit,  there  are  no  borders  dividing  countries,  no  ribbons  of  telephone  lines,  no  dishes, 
just  the  sky.  And  if  you  can  see  the  sky,  you  can  communicate  on  our  planet. 


INTRODUCING 


The  first  affordable,  portable,  global  communications  system.  Phone,  fax,  e-mail  and  messaging,  for  about  the  price  of  a  laptop  computer. 
Call  1-888-PLANET1  or +1-30 1-2 1 4-3500  outside  the  U.S.  E-mail:  Planetl@comsat.com  Web:  www.comsat.com  (§}COMSAT 


INSIGHTS 


Basket  weaving 


BY  MICHAEL 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios. 
His  latest  book  is  How 
to  Buy  Technology 
Stocks  (Little,  Brown, 
1996). 


As  A  tec  hnology  investor  I  am  intrigued 
with  baskets- — that  is,  specialized  indexes  of 
stocks.  Six  different  indexes  beckon  within  the 
broad  technology  sector.  They  are  all  valuable 
in  two  ways.  One  is  that  they  serve  as  bench- 
marks against  which  you  can  compare  a  port- 
folio or  measure  the  market's  mood  with 
regard  to  technology.  The  other  is  that,  in  this 
day  of  derivatives,  indexes  have  become 
investments  in  their  own  right.  You  can  buy 
or  sell  (that  is,  go  long  or  short)  options  and, 
in  two  cases,  futures  contracts  on  these  index- 
es. You  can  participate  in  one  tech  index  by 
purchasing  an  open-end  mutual  fund. 

Suppose  that  you  turned  fiercely  bullish  two 
years  ago.  You  could  have  bought  a  ticket  on 
the  whole  market  by  going  long  the  s&P  500 
future.  You  would  be  sitting  on  a  50%  gain 
today.  The  same  hypothetical  trade  on  the 
Pacific  Stock  Exchange's  Technology  100 
index  would  have  given  you  a  77%  gain — 
although  it's  hypothetical  because  the  futures 
became  available  only  this  year.  They  trade  on 
the  New  York  Futures  Exchange. 

Here  are  the  six  baskets,  and  their  distinc- 
tive features: 

Chips.  The  Philadelphia  Stock  Exchange's 
Semiconductor  Sector  Index  goes  by  the 
name  "sox,"  that  being  the  ticker  symbol. 
The  component  stocks  are  those  of  16  domes- 
tic semiconductor  companies  such  as  Intel, 
Motorola,  Micron,  Lattice  and  LSI.  The  index 
is  price -weighted,  meaning  that  the  highest- 
priced  stocks  have  an  exaggerated  influence  in 
calculating  the  index  value.  The  industry  is 
deeply  established,  cyclical  and  prone  to  large 
stock  price  swings.  Bear  in  mind  that  for 
traders  volatility  is  desirable — it  means 
action — so  options  on  this  index  are  popular. 
But  the  chip  stocks  are  most  attractive  as  buys, 
for  both  investors  and  traders,  in  the  early 
days  of  a  fresh  business  cycle,  as  the  economy 
gains  momentum  out  of  a  recession.  That  is 
not  where  we  are  right  now. 

Picks.  The  Morgan  Stanley  High  Technolo- 
gy 35  Index  has  done  well  because  its  compo- 
nents add  up  to  a  great  portfolio.  The  index 
covers  chips,  computers,  software  and  net- 
working. Component  stocks  include,  among 
others,  Intel,  Compaq,  Microsoft  and  Cisco 
Systems.  The  index  was  created  by  putting  an 
equal  dollar  investment  in  each  component. 
The  index  calculation  is  rejiggered  each 
December  to  restore  an  approximately  equal 


market  value  in  each  stock. 

Whales.  The  American  Stock  Exchange 
Computer  Technology  Index  is  a  capitaliza- 
tion-weighted index  dominated  by  IBM, 
Hewlett-Packard,  Digital  Equipment  and 
Microsoft. 

Swingers.  The  Chicago  Board  Options 
Exchange  Technology  Index  has  30  price- 
weighted  computer  technology  stocks.  Count 
on  Chicago  to  come  up  with  an  index  that 
really  moves:  This  one  has  a  beta  of  1.8,  the 
highest  among  the  six  baskets.  This  means 
that,  in  a  month  when  the  Standard  &  Poor's 
500  goes  up  or  down  10%,  this  index  is  likely 
to  move  up  or  down  18%.  You're  not  a 
swinger?  This  index  may  still  be  of  use. 
Because  it  is  quite  touchy,  it  can  be  a  helpful 
early  warning  indicator  for  moves  in  the 
broader  markets. 

Butchers  and  bakers.  The  Nasdaq  100, 
weighted  by  capitalization,  has  a  selection  of 
the  largest  nonfinancial  stocks  listed  on  the 
Nasdaq  stock  market.  This  index  widens  the 
net  to  include  a  few  biotechs  and  health  care 
companies,  absent  in  the  electronically  fla- 
vored indexes  cited  so  far.  The  main  drawback 
for  the  tech-minded  investor  is  that  the  net 
catches  Bob  Evans  Farms,  Charming  Shoppes, 
Food  Lion,  Nordstrom,  Northwest  Airlines 
and  several  other  untechnology  stocks.  The 
Nasdaq  has  about  a  two-thirds  weighting  in 

If  you  had  bought  the  PSE  index 
two  years  ago,  you'd  be  sitting 
on  a  77%  gain  today. 


technology,  the  way  I  define  that  word. 
Futures  on  the  Nasdaq  100  are  traded  on  the 
Chicago  Merc. 

Winners.  My  personal  favorite  index  is  the 
PSE  100,  which  has  Amgen  and  Microsoft, 
Medtronic  and  Hewlett-Packard,  but  merci- 
fully omits  the  sausage  and  lingerie  stocks. 
Principal  Preservation  Portfolios,  a  niche  fund 
group  based  in  West  Bend,  Wis.,  offers  a  4.5% 
load  mutual  fund  that  tracks  the  Pacific  Stock 
Exchange  index. 

All  these  indexes  will  have  to  change  over 
time.  A  frozen-in-time  image  would  be  a  fail- 
ing in  a  yardstick  that  is  supposed  to  monitor 
a  human  endeavor — technology — that 
changes  constantly  and  very  rapidly. 

Options  on  these  indexes  are  proprietary 
products  of  the  exchanges  that  created  them. 
For  example,  options  on  the  sox  are  traded 
on  the  Philadelphia  Stock  Exchange. 

For  more  detailed  information  on  options 
and  futures,  request  a  free  video  from  the 
Options  Industry  Council:  800-566-9642.  Hi 
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INTRODUCING 
CONFIGURABLE 
NETWORK 
COMPUTING. 

A  SOFTWARE  TECHNOLOGY 

SO  TRANSPARENT, 
YOU  CAN  SEE  THE  FUTURE 
THROUGH  IT. 


JDEdwards 


Protect  your  mission-critical  software  investment  from  the  inevitable  technology  and  business 
changes  of  tomorrow  with  Configurable  Network  Computing.  "  It's  available  only  in  OneWorld™ 
software  from  J.D.  Edwards,  a  world  leader  in  Manufacturing,  Distribution /Logistics  and 
Financial  applications.  Configurable  Network  Computing's  distributed  object  technology 
can  partition  and  redistribute  your  applications  across  current  and  emerging  industry 
standards,  without  the  time-consuming  programming  required  by  traditional  client/ 
server  systems.  Today,  OneWorld  with  Configurable  Network  Computing  works  with  UNIX, 
Windows  NT,  OS/400  and  MVS  systems,  plus  the  leading  SQL  databases.  And  tomorrow, 
who  knows?  Call  1-800-727-5333  for  more  information.  Or  visit  www.jdedwards.com 


Copyright  ©  J.D  Edwards  World  Source  Company,  1996  |.D  Edwards  is  a  registered  trademark  of  [.D.  Edwards  &  Company  OneWorld  and  Configurable  Network  Computing  are  trademarks  of  J.D.  Edwards  World  Source  Company.  OS/400 
and  MVS  are  registered  trademarks  of  the  IBM  Corporation  UNIX  is  a  registered  trademark  in  the  U.S  and  other  countries,  licensed  exclusively  by  X/Open  Company,  Ltd.  Windows  NT  is  a  registered  trademark  of  the  Microsoft  Corporation 


TAXING  MATTERS 
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EDITED  BY  UU 


The  family  business 
eservation  act 


New  rules  for  Subchapter  S  corporations  could  make  estate  planning  easier  for 
many  business  owners.  But  you'll  need  a  good  lawyer. 


• ;  yr,  •  y./t            ?'    '  '■■ 

There's  been  some  talk  in  the  past 
few  years  about  easing  the  estate  tax 
burden  on  family  businesses.  Believe  it 
or  not,  Congress  has  already  changed 
the  tax  law  to  make  it  easier  to  keep  a 
family  business  alive. 

The  change  took  the  form  of  some 
obscure  amendments  to  the  provi- 
sions affecting  Subchapter  S  corpora- 
tions. The  amendments  were  signed 
into  law  in  August  1996.  By  making 
S  corporations  more  flexible,  they 
enable  business  owners  to  avail  them- 
selves of  some  other,  long-standing 
techniques  that  reduce  estate  taxes. 

It's  welcome  relief.  The  federal 
estate  tax  takes  up  to  55%  of  proper- 


ty left  to  heirs  other  than  a  spouse.  If 
the  property  is  a  successful  business 
that  doesn't  happen  to  be  sitting  on 
a  lot  of  cash,  the  kids  may  be  forced 
to  sell  it  off  even  if  they  want  to  run 
it  and  are  capable  of  doing  so. 

An  S  corporation  is  one  that  is 
taxed,  more  or  less,  like  a  partner- 
ship— meaning,  there  is  no  corporate 
income  tax,  but  income  is  taxed  on 
shareholders'  returns,  whether  the 
income  is  distributed  or  not.  Although 
the  congressional  changes  won't 
prompt  most  new  companies  to 
choose  S  status  rather  than  the  now- 
popular  limited  liability  corporation 
(llc)  format,  they  are  a  godsend  to 


the  2  million  Sub  S's  that  already  exist. 

The  new  rules  are  also  good  news 
for  C  corporations  (the  kind  that  do 
pay  corporate  income  tax)  whose 
owners  want  to  shift  to  a  format  that 
eliminates  double  taxation.  Both  LLCs 
and  S  corporations  do  this,  but  it  is 
far  easier  to  go  from  C  to  S  than 
from  C  to  LLC,  says  Samuel  Starr,  a 
partner  at  Coopers  &  Lybrand  who 
helped  push  the  new  rules  through. 

For  a  summary  of  the  rules,  see 
box,  p.  270.  This  story  will  illustrate 
how  one  in  particular — covering 
which  trusts  are  permitted  as  Sub  S 
shareholders — can  be  combined  with 
two  other  techniques  to  ease  the  tax 
burden  of  handing  a  family  business 
from  one  generation  to  the  next. 

This  example  comes  courtesy  of 
Craig  Johnson  and  Kullen  Birkeland 
of  Grant  Thornton's  Minneapolis 
office.  It  is  a  real  company,  with  a  few 
details  changed  to  protect  against 
nosy  auditors. 

The  firm  itself,  which  we'll  call 
"Acme,"  is  a  small,  stable,  profitable 
Subchapter  S  manufacturing  firm 
with  sales  of  $16  million  and  profits 
of  $3  million.  Currently  its  stock  is 
held  90%  by  the  owner  and  10%  by 
the  heirs.  But  if  the  owner  continues 
to  hold  his  stock  until  death,  say,  in 
30  years,  all  of  his  stock's  value — 
including  all  appreciation — would  be 
subject-to  top  estate  tax  rates,  cur- 
rendy  55%. 

The  goal,  then,  is  to  move  as  much 
value  as  possible  from  the  owner's 
estate  into  the  hands  of  other, 
younger  family  members,  while  leav- 
ing voting  control  in  the  hands  of  the 
founder.  This  will  be  possible  now, 
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ECONOMIC  GROWTH. 


The  Toyota  T100,  soon  to 
be  built  in  Indiana. 
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TRUCK    WILL  CARRY. 


SINCE  1986,  when  Toyota  first  began  building 
vehicles  in  this  country,  we've  been  reinvesting 
in  the  community.  Today,  Toyota  builds  more 
than  630,000  vehicles  in  America  every  year.  In 
fact,  more  than  half  the  vehicles  we  sell  in  the 


U.S.  are  built  here.  With  new  plants  in  Indiana 
and  West  Virginia  on  the  way,  we're  furthering 
our  investment  in  American  manufacturing  and 
jobs.  And  that's  an  investment  that  provides  eco- 
nomic opportunities,  literally,  by  the  truckload. 


Investing    in    the    things    we   all    care   about.  TOYOTA 


For  more  information  about 
write  Toy  o  t  a  Motor  Corporate 


Toyota  in  America  visit  our  web  site  at  http://www.toyotausa.com  or 
Services,    9   West  57th   Street,   Suite   4900-X2,    New   York,    New   York  10019 


TAXING  MATTERS 


Liberation 

Herewith  the  most 
important  new  rule  ; 
affecting  Subchapter  S 
firms.  (An  S  corporation  is 
one  that  chooses  to  pay 
no  corporate  income  tax, 
and  agrees  to  have  its  net 
iiicome  taxed  proportion- 
ately to  shareholders, 
whether  or  not  the 
income  is  paid  out.)  Most 
of  the  rules  take  effect 
Jan.  1,  1997. 

1)  Sub  S  corporations 
are  now  allowed  to  have 
up  to  75  shareholders — 
150  with  spouses — versus 
35  (and  70)  under  the  old 
law.  Each  beneficiary  of  a 
shareholding  trust  counts 
as  one  shareholder. 


2 )  Trusts  that  own 
shares  in  an  S  corporation 
are  less  restricted.  They 
can,  for  example,  have 
more  than  one  beneficiary, 
and  can  retain  income. 
This  is  a  boon  to  business 
owners  who  want  to  do 
estate  planning  (see  story). 

3)  A  bank  can  qualify  as 


a  Sub  S  corporation. 

4)  A  corporation  that 
wants  to  be  classified  as  an 
S  is  no  longer  necessarily 
rejected  for  failing  to 
comply  with  various  tech- 
nicalities by  a  filing  dead- 
line. Henceforth,  the 
Internal  Revenue  Service 
can  decide  to  forgive  small 
errors  if  they  are  corrected 
later. 

5 )  An  S  corporation  can 
now  have  either  Sub  S's 
or  conventionally  taxed  C 
corporations  as 
subsidiaries.  This  will  help, 
for  example,  a  retail  or 
restaurant  chain  that 
wants  to  set  up  a  separate 
corporation  for  each  lease 
it  signs. 

6)  Tax-exempt  organi- 


zations such  as  founda- 
tions, pensions  plans  and 
profit  sharing  plans  can 
now  hold  stock  in  S  cor- 
porations, beginning  in 
1998.  Allowing  pension 
funds  to  invest  should 
help  some  firms  raise 
money 

Unfortunately,  charita- 
ble remainder  trusts  prob- 
ably do  not  qualify  as 
shareholders  under  this 
recendy  revised  tax  law.  In 
addition,  a  business  owner 
who  sells  appreciated  Sub 
S  stock  to  an  employee 
stock  ownership  plan 
misses  out  on  a  capital 
gain  tax  deferral  that 
would  have  been  available 
with  a  C  corporation. 


thanks  to  the  recent  change  in  the 
Sub  S  rules. 

How?  Step  One  is  to  recapitalize 
Acme  into  voting  and  nonvoting 
shares.  In  the  process,  90%  of  the 
value  of  the  firm  will  be  allocated  to 
the  nonvoting  shares.  This  allows  the 
owner  to  move  assets  out  of  his  estate 
without  giving  up  control  of  the  firm. 

Also,  Acme  will  take  a  noncontrol 
haircut  on  the  valuation  of  the  shares 
being  given  away,  a  haircut  reflecting 
the  fact  that  outside  investors  in  small 
family  firms  don't  like  to  be  minority 
shareholders,  and  especially  don't  like 
to  be  holders  of  nonvoting  stock. 
The  Internal  Revenue  Service  will 
generally  sit  still  for  a  25%  discount 
under  these  circumstances. 

Thus,  a  20%  share  of  a  $10  million 
private  company  might  be  worth  only 
$1.5  million,  not  $2  million.  (For 
more  on  this  subject,  see  the  tax  arti- 
cle in  the  Mar.  1,  1993  Forbes, 
republished  on  the  Internet  at 
forbes.com/taxes/.)  In  Acme's  case 
this  reduces  the  taxable  value  to 
about  $12  million,  from  an  outside 
appraiser's  estimate  of  $16  million. 

Step  Two  is  for  the  owner  to  trans- 
fer his  nonvoting  stock,  worth  about 
$10  million,  to  a  grantor  retained 
annuity  trust  (grat).  In  a  grat,  the 
creator  retains  an  income  interest  for 
the  term  of  the  trust,  and  only  the 


remainder  interest  will  be  subject  to 
gift  taxes. 

In  this  case,  the  owner  agrees  to 
take  $2  million  a  year  out  of  the  trust 
for  five  years,  leaving  a  small  residual 
value  subject  to  gift  tax.  Annuity  or 
no  annuity,  his  taxable  income  for  the 
next  five  years  will  be  the  propor- 
tionate share  of  the  company  net 
income  that  he  used  to  claim. 

The  shift  moves  the  bulk  of  the 
company's  worth  out  of  his  estate.  It 
also  keeps  future  appreciation  in  the 
corporation's  value  out  of  the  estate. 

Step  Three  is  to  make  the  benefi- 
ciary of  the  GRAT  a  trust  that  qualifies 
under  the  new  Subchapter  S  rules. 
This  used  to  be  hard  because  such 
trusts  could  have  only  one  beneficia- 
ry and  they  had  to  distribute  all 
income  annually. 

The  new  rules,  however,  allow  for 
multiple  beneficiaries,  so  the  trust  can 
benefit  heirs  from  several  generations. 
They  also  allow  the  trust  to  sprinkle 
income  among  the  heirs,  or  retain  it, 
instead  of  paying  out  income  to  one 
individual.  "For  the  first  time,  trusts 
holding  Sub  S  stock  have  real  flexibil- 
ity," says  Grant  Thornton's  Johnson. 

What  happens  if  the  owner  dies 
before  the  GRAT  expires?  Under  cur- 
rent rules,  the  gift  is  treated  as  though 
it  was  never  made.  But  that  problem 
can  be  circumvented  by  buying  life 


insurance.  The  owner  can  also  arrange 
to  have  his  or  her  surviving  spouse 
step  in  until  the  GRAT  ends. 

This  is  not  paradise.  In  using  a 
GRAT,  a  business  owner  gives  up 
another  goody:  an  exemption  from 
capital  gain  taxes  on  appreciated 
property  left  by  will.  Say  Mr.  Acme 
started  the  manufacturing  firm  him- 
self and  has  a  negligible  tax  cost  for  it. 
If  he  skipped  the  GRAT  and  died 
tomorrow,  leaving  the  company 
shares  to  his  children,  their  tax  basis 
would  be  stepped  up  to  the  $16  mil- 
lion current  appraised  value.  So,  if 
they  sold  out  next  year  for  $17  mil- 
lion, they  would  owe  income  tax  on 
a  capital  gain  of  only  $1  million.  With 
the  GRAT,  however,  Mr.  Acme's  zero 
cost  gets  handed  over  to  the  trust.  If 
the  company  is  eventually  sold,  some- 
body might  get  stuck  with  a  big  cap- 
ital gain  tax  bill. 

Is  this  loss  of  step-up  enough  to 
poison  the  deal?  For  many  families, 
no.  After  all,  for  wealthy  business 
owners  the  estate  tax  (at  55%)  is 
much  bigger  than  the  capital  gain  tax 
(at  28%).  And  remember  that  the 
capital  gain  tax  might  not  be  levied 
for  a  long  time  and  could  be  avoided 
if  the  children  bequeath  their  shares 
or  give  them  away  to  charity. 

So,  if  you  have  an  S  corporation, 
review  your  estate  plan.      -L.S.  H 
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As  one  of  the  largest  internationally  operating  businesses 
n  the  railroad  industry,  Siemens  gives  decisive  momen- 
um  to  technical  innovations  in  transportation.When  we 
noved  our  headquarters  to  Berlin  in  October  1 994,  we 
iecided  to  become  actively  involved 
n  making  Berlin  the  transportation 
netropolis  of  the  future." 
Vo/fram  0.  Martinsen,  Member  of  the 
Aanaging  Board  of  Siemens  AG,  President 
f  theTranspqrtation  Systems  Group 

lerlin  is  not  only  developing  into  a  centre  of  production 
Dr  innovative  transportation  technology,  but  is  also  fun- 
lamentally  modernising  its  oWn  infrastructure.  Germany's 
ailway  giant  Deutsche  Bahn  AG,  for  example,  is  current- 
/  investing  DM  20  billion  in  state-of-the-art  railway  and 
ransportation  systems  for  the  region.  A  further  highlight 
vill  be  a  new  European  railway  hub:  Berlin's  Lehrter 
tation.  ft's  right  at  the  heart  of  the  trans-European  net- 
works directly  connecting  the  business  centres  of  East 
nd  West.  Come  and  join  us  here  -  in  Berlin  your  business 
vill  go  First  Class. 

Ve  will  be  pleased  to  offer  you  further  information  about 
\erlin  as  a  business  location.  Simply  contact  Berlin  Economic 
)evelopment  Corporation,  Tel.:  +  49(30)  399-800, 
ox:+  49(30)  399-80239 


BERLIN  -  MOVING  AHEAD. 
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A  short  strategy  for 
a  momentum  market 

When  too  much  money  chases  the  same  investing  styles, 

es  get  out  of  whack.  How  do  you  capitalize  on  the  mispricings 
without  getting  flattened  by  the  market  steamroller? 


By  Gretchen  Morgenson 

Everybody  knows  short-sellers,  the 
folks  who  bet  on  falling  share  prices, 
have  been  getting  creamed.  After  a 
boffo  performance  by  short-sellers  in 
July,  the  months  of  August,  Septem- 
ber and  most  of  October  have  put 
them  squarely  back,  in  negative  terri- 
tory. Analysts  guess  that  there's  less 
than  $  1  billion  invested  with  dedicat- 
ed short-sellers  today.  Many  have 
simply  thrown  in  the  towel. 

Sounds  like  the  stuff  of  which  for- 
tunes are  made,  for  those  who  go 
against  the  crowd.  Two  who  do: 
money  managers  David  Hammond, 
42,  and  John  Frazer,  also  42,  former 
options  traders  who  run  Derivative 
Consulting  Group  in  San  Francisco. 
The  two-man  shop  advises  equity 
fund  managers  on  hedging  strategies. 

Hammond  and  Frazer  have 
watched  with  amazement  recently  as 
capital  poured  into  momentum 
stocks  and  other  long  strategies  and 
cirained  almost  completely  out  of 
short-selling.  A  lightbulb  went  on. 
"Anytime  you  have  too  much  capital 
chasing  a  particular  segment  of  the 
stock  market,"  says  Hammond,  "mis- 
pricing  of  assets  results.  Those  mis- 
pricings  can  be  capitalized  on." 

While  Hammond  and  Frazer  were 
looking  for  the  mispricings  they  knew 
were  there,  they  watched  the  few 
remaining  skeptics  still  trying  to  make 
money  selling  short.  Why  were  these 
managers  doing  so  badly?  Sure,  the 
averages  were  racing,  but  there  were 
also  plenty  of  individual  stocks  crum- 
bling from  their  highs — America 
Online,  Micron  Technology  and 
Broderbund  Software,  to  name  a  few. 
Short-sellers  should  have  been  prof- 
iting. Why  weren't  they? 


The  former  traders  made  an  inter- 
esting discovery.  For  the  past  five 
years  or  so,  traditional  short-selling 
strategies  have  produced  disastrous 
results  because  investors  didn't  under- 
stand a  key  point:  The  fundamental 
analysis  they  use  to  identify  overpriced 
stocks  does  not  work  with  momen- 
tum stocks — in  essence,  stocks  that 
rise  because  they've  been  rising.  The 
bandwagon  folks  buying  these  shares 
care  nothing  about  fundamental 
analysis  and  traditional  methods  of 
valuing  stocks.  So  these  companies' 
shares  do  not  trade  on  a  fundamental 
basis.  The  companies  that  most  appeal 
to  short-sellers,  the  partners  conclud- 
ed, are  those  no  one  should  dream  of 
shorting  (see  bottom  table,  p.  274). 

Hammond  and  Frazer  are  amazed 
that  so  few  short-sellers  recognized 
that  they  have  been  banging  their 
heads  against  a  wall.  What's  more, 
the  money  managers  argue  that  folks 
who  short-sell  momentum  stocks 
actually  wind  up  feeding  the  frenzy. 
That's  because  when  the  stocks  don't 
go  down  short-sellers  are  often 
forced  to  cover  their  positions,  driv- 
ing share  prices  higher.  "People  who 
short  momentum  stocks,"  says 
Frazer,  "effectively  become  momen- 
tum players  themselves." 

As  momentum  investing  gained 
credibility  and  investors  thronged  to 
the  strategy,  Hammond  and  Frazer 
became  more  certain  a  portfolio 
could  be  constructed  capitalizing  on 
the  group  think. 

After  eight  months  of  tinkering 
with  a  database  of  9,400  stocks,  the 
two  constructed  a  portfolio  of  100 
stocks  with  poor  prospects  that  trade 
strictly  on  fundamentals,  not  momen- 


tum. These  stocks  would  be  safe  to 
short,  and  they  deserved  to  be. 

Turning  up  such  candidates  in 
today's  roaring  market  isn't  easy. 
Hammond  and  Frazer  begin  their 
screening  process  by  exempting  from 
their  portfolio  high-momentum 
stocks.  Then  the  two  scrutinize  ana- 
lysts' recommendations,  looking  for 
declining  expectations  on  Wall  Street 
for  the  companies  in  question.  An 
increase  in  genuine  short  interest  in  a 
stock — not  the  shorting  that  an  arbi- 
trager might  employ,  such  as  a  hedge 
against  a  convertible  bond  holding — 
is  another  characteristic  the  two  look 
for  (see  top  table,  p.  274). 

Between  May  1,  when  this  portfo- 
lio of  weak  sisters  was  created,  and 
Sept.  30,  it  declined  4%,  while  the 
s&P  500  steamed  ahead  5%.  Thus 
Hammond  and  Frazer's  short  port- 
folio beat  portfolios  shorting  the 
index  by  9%. 

During  October,  even  as  the  market 
averages  were  stalking  new  highs,  the 
Hammond  and  Frazer  list  of  stocks  to 
sell  continued  to  lose  ground.  It 
dropped  another  7%  through  Oct.  25, 
even  though  the  s&P  500  was  up 
1.7%.  Proof  that  shorting  can  be  prof- 
itable even  in  a  rising  market. 

Another  group  of  assets  Ham- 
mond and  Frazer  believe  are  mis- 
priced  are  put  and  call  options  used 
by  investors  to  protect  portfolios 
against-  a  bear  market.  "There's  a 
gross  overallocation  of  capital  today 
into  strategies  that  hedge  long  port- 
folios," says  Hammond. 

One  of  the  most  popular  strategies 
is  writing  covered  calls  against  a  long 
portfolio;  it's  a  way  of  locking  in  a 
profit.  You  buy  Intel  at  72,  say,  then 
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Hedging  strategists 
John  Frazer  and 
David  Hammond 
of  Derivative 
Consulting  Group 
in  San  Francisco 
"Ninety-nine  per- 
cent of  short- 
sellers  are  look- 
ing for  home 
runs — companies 
that  are  overval- 
ued by  50%  and 
going  to  crash," 
says  Hammond. 
"But  one  stock 
going  from  50% 
overvalued  to 
500%  overvalued 
can  decimate 
a  portfolio." 


sell  an  80  call.  If  Intel  goes  above  80, 
your  stock  gets  called  away  from  you, 
unless  you  want  to  buy  back  the 
option  at  a  loss.  If  Intel  fails  to  reach 
80,  the  option  expires  and  you 
pocket  the  premium  you  received. 

The  other  hot  tactic — called  a 
collar — involves  taking  some  of  the 
income  from  a  covered-call  program 
and  using  it  to  buy  out-of-the-money 
put  options.  Say  the  Intel  80  call 
yielded  $5  of  income.  You  invest  that 
money  in  a  put  exercisable  at  65.  If 
Intel  drops  below  65,  the  put  gives 
you  the  right  to  sell  your  Intel  shares 
at  65,  never  mind  what  their  market 
value  might  be  at  the  time.  Buying 
puts,  that  is,  is  a  defensive  strategy. 

"So  many  people  are  using  these 
strategies,"  says  Hammond,  "that 


[out-of-the-money]  call  prices  have 
been  forced  down  and  put  prices 
forced  up."  As  much  as  $20  billion  is 
at  work  in  these  hedges  nowadays, 
mostly  in  puts  and  calls  tied  to  the 
s&P  100,  so-called  oex  options. 

Hammond  and  Frazer's  idea:  To 
eke  out  some  more  income  in  their 
short  portfolio,  or  mitigate  losses  in 
it,  by  writing  market-basket  put 
options  against  it.  They  could  write 
puts  against  individual  stocks  they're 
shorting,  but  this  is  not  as  profitable 
as  hedging  with  the  OEXs.  Why? 
Because  the  market  baskets  are  where 
all  the  investors  are,  and  where  mis- 
pricing  is  the  greatest. 

Example:  On  September  30,  while 
the  s&P  100  index  stood  at  662, 
Hammond  and  Frazer's  short  port- 


folio was  trading  at  95.73.  Selling  the 
OEX  November  640  puts  on  that  date 
would  have  earned  you  a  premium  of 
$7.63.  On  October  25  the  oex  stood 
at  677,  up  2.3%,  and  the  short  port- 
folio traded  at  88.93,  a  gain  of  7.1%. 
The  OEX  November  640  put  closed  at 
$2.13,  earning  a  seller  of  those  puts 
an  additional  .7%  of  the  value  of  the 
portfolio.  Total  return:  7.8%.  If  you'd 
written  the  same  put  against  a  short 
position  in  the  OEX,  you  would  have 
lost  1.6%. 

A  put-writing  strategy  like  this 
one,  Frazer  says,  adds  roughly  5% 
annualized  to  what  an  investor 
would  earn  on  a  pure  short-selling 
strategy.  "The  biggest  skew  is  in  the 
3%  to  5%  out-of-the-money  puts," 
he  says.  "That's  where  most  of  the 
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Okay  to  short 


Company 

 Price — 

OpicdU 

recent 

52-week 

52-week 

high 

low 

APL  Limited/container  shipping 

2l7A 

29  ft 

20!/8 

45% 

Alumax/alumimmi 

33'/4 

40 

265/s 

50  . 

Bowater/forest  products 

34 

463/a 

31ft 

48 

Carrington  Laboratories/biotechnology 

21 

50'/s 

16ft 

213 

CidccAelecommunications  equipment 

20 

42ft 

15'/4 

179 

Coastai  Physician  Group/health  tare  services 

5'/4 

143/4 

4 

269 

Comprehensive  Care/rehab  health  care  facilities 

ll3/8 

155/8 

67/s 

127 

Cree  Research/semiconductors 

13ft 

253/4 

8ft 

212 

Drexler  Technology/computer  storage  devices 

lift 

18ft 

9'/8 

87 

Edmark/printing  &  publishing 

n 

483/4 

10 

388 

Engle  Homes/home  building 

75/8 

11 

5ft 

100 

First  Team  Sports/roller  skates 

73/4 

183/4 

7ft 

150 

INSO/computer  network  software 

57ft 

68 

31 

119 

Liposome  Company/biotechnology 

183/s 

26'/8 

ll7/8 

120 

Mid  Atlantic  Medical  Services/health  care  services 

10'/2 

25'/8 

103/8 

142 

Nutrition  For  Life  Intl/n utrittonal  supplements 

123/4 

35 

8ft 

312 

Prime  Hospitality/hotels  &  motels 

16 

20 

93/s 

113 

Raymond/industrial  machinery 

173/8 

22ft 

16 

41 

Roberts  Pharmaceutical/pharmaceuticals 

165/s 

26'/4 

15 

75 

Seitel/seismic  data  analysis 

39ft 

401/8 

23ft 

73 

"Percentage  that  52-week  high  price  exceeds  52-week  low. 
Source:  Market  Guide  via  OneSource  Information  Services. 


Analysts  are  lowering  expectations  for  these  stocks. 


Hands  off 


Company 

 Price — 

Spread* 

recent 

52-week 

52-week 

high 

low 

Amati  Communications/computer  peripherals 

18'/2 

361/2 

3ft 

1,023% 

America  Online/computer  communications 

261/4 

71 

223/8 

217 

Ancor  Communications/computer  peripherals 

151/4 

413/s 

45/s 

795 

Apple  Computer/computers 

243/4 

421/2 

16 

166 

Applied  Materials/semiconductors 

263/4 

551/2 

213/4 

155 

C-Cube  Microsystems/computer  peripherals 

431/2 

73'/2 

211/2 

242 

Chantal  Pharmaceutical/biotechnology 

43/s 

281/8 

m 

1,224 

Data  Dimensions/computer  software 

32'/2 

553/4 

123/4 

337 

IMP/semiconductors 

33/8 

231/2 

27/8 

717 

Intel/semiconductors 

1071/2 

114  ft 

497/8 

129 

Iomega/computer  storage  devices 

221/2 

551/s 

33/4 

1,370 

Micron  Technology/semiconductors 

297/s 

773/s 

165/8 

365 

Netscape  Communications/Internet  software 

48 

87 

341/2 

152 

Presstek/printing  services 

771/2 

200 

40 

400 

Rainforest  Cafe/restaurants 

321/4 

361/4 

133/8 

171 

Ride/sporting  goods 

9ft 

357/s 

310 

Structural  Dynamics  Res/computer  software 

187/s 

373/s 

15 

149 

SyQuest  Technology/computer  storage  devices 

6 

187/s 

43/8 

331 

US  Robotics/computer  modems 

713/s 

1051/2 

321/2 

225 

VISX/health  care  supplies 

271/2 

40l/8 

173/4 

126 

"Percentage  that  52-week  high  price  exceeds  52-week  low. 
Source-.  Market  Guide  via  OneSource  Information  Services. 


Whatever  you  think  of  these  companies'  prospects,  don't  short  them,  warn 
Hammond  and  Frazer.  These  stocks  have  momentum.  You  could  get  trampled. 


hedging  money  goes  today." 

Buddies  since  their  days  at  Home- 
stead High  School  in  Sunnyvale, 
Calif. — they  were  in  Steve  Jobs' 
class — Hammond  and  Frazer  have 
made  big  money  for  themselves  and 
the  occasional  client  taking  the  other 
side  of  the  group-think  trade.  Frazer 
remembers  advising  his  mother  to 
buy  Pan  Am  convertible  bonds  back 
in  1973  because  they  were  so  cheap — 
he  was  only  20  at  the  time.  "I  was 
always  very  mathematically  inclined," 
he  says.  "In  1975  my  wife  and  I  were 
looking  for  Christmas  presents  for  our 
brothers  and  sisters.  We  bought  them 
Fuqua  warrants  at  $1."  A  couple  of 
years  later  the  warrants  had  climbed 
to  40.  "We  told  everyone  to  sell,  and 
they  did,"  Frazer  recalls.  "They  were 
really  mad  when  the  warrants  hit  80." 

Frazer  got  a  master's  degree  in 
management  science  from  Berkeley  in 
1977.  The  Black-Scholes  theory  of 
option  prices,  just  four  years  old,  was 
part  of  the  curriculum.  After  adding 
a  master's  in  statistics  from  Stanford 
in  1979,  he  went  to  trade  options  on 
the  floor  of  the  Pacific  Options 
Exchange.  "I  went  to  see  how  the 
real  world  was  compared  to  the  the- 
oretical," says  Frazer.  He  made 
enough  money  trading  options  in  San 
Francisco  and  later  in  Chicago  that 
he  retired  in  1986  to  sail  around  the 
world  with  his  wife  and  two  kids, 
then  ages  1  and  3.  The  family  spent 
seven  years  on  their  50-foot  alu- 
minum cutter  "Cedilla."  He  returned 
in  1994  and  hooked  up  again  with 
Hammond,  who  had  also  traded 
options  in  the  pits  of  the  Pacific  and 
Chicago  exchanges. 

Few  of  the  people  they  talk  to 
short  the  stocks  that  Frazer  and  Ham- 
mond recommend  shorting.  That's 
to  be  expected.  It  takes  not  just  con- 
trarian thinking  but  also  guts  to  short 
stocks  in  a  powerful  bull  market. 

Do  you  want  to  put  these  ideas 
into  practice?  Don't  short  the 
momentum  stocks  in  the  bottom 
table,  whatever  you  think  of  their  fun- 
damentals; you  would  be  fighting  the 
tape.  Don't  buy  out-of-the-money 
puts  unless  you  are  happy  to  be 
buying  overpriced  insurance.  Don't 
write  out-of-the-money  calls;  if  you 
want  to  lessen  the  bullishness  in  your 
portfolio,  take  a  few  short  positions 
selected  from  the  top  table.  WU 
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Were  Listed  On  The 
Stock  Exchange*  But  We  LikeTo 
Think  Were  InThe  Futures  Market 


The  future  is  what  we  make  it.  And  what  most  families 
want  in  their  future  is  a  home.  Fannie  Mae  will  help  over  20 
million  families  get  into  a  home  of  their  own  this  decade  alone. 
We're  providing  opportunities  for  those  who  need  it  most.  Working 
to  reduce  the  obstacles  to  homeownership.  By  streamlining  the  loan 
process,  we're  lowering  the  cost  of  buying  a  home.  And  with  our  history 
of  helping  to  keep  mortgage  rates  at  the  lowest  level  possible,  families 
will  save  money  well  into  the  future.  To  find  out  more  about  Fannie  Mae's 
proven  track  record  of  consistent  earnings  and  outstanding  performance,  call 
1-800-548-9444.  Or  you  can  visit  our  home  page  at  www.lanniemae.com. 


''W»,  tannic  AW.  All  risliis  ivscrvcj.  .,  .  ,  ■  •,,'/ 
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THE  FUNDS 

Biohazard 

What  do  you  want  in  a  biotech  portfolio:  a  maximum- 
strength  speculation— or  a  buffered  bet  on  health  care? 

By  Bruce  Upbin 

Investing  in  biotechnology  has  not 
been  a  placid  experience  lately.  After 
doubling  from  May  1995  to  May 
1996,  the  American  Stock  Exchange 
biotech  index  dropped  25%  this 
summer.  It  has  since  recovered 
much — but  not  all — of  that  loss. 

No  surprise  riiat  the  index  behaves 
diis  way,  given  the  chancy  components 
of  the  world's  $110  billion  market 
sector.  About  a  third  of  that  capitaliza- 
tion is  in  a  handful  of  established  out- 
fits like  Amgen,  Biogen,  Chiron  and 
Genentech.  Few  of  the  other  340  or  so 
public  companies  have  had  an  FDA 
approved  product  come  to  market. 
They  trade  on  rumors  and  scientific 
prospects.  BioChem  Pharma — the 
stock  that  lawyer  F.  Lee  Bailey  didn't 
want  to  hand  over  to  the  U.S.  Attor- 
ney's office — has  risen  40%  this  fall  on 
hopes  its  AIDS  drug  3TC  will  work  on 
chronic  hepatitis  B.  Cytel  Corp.  fell 
34%  after  it  canceled  a  clinical  trial  in 
June  for  an  anti-inflammatory  drug. 

With  so  much  riding  on  so  many 
arcane  molecular  speculations,  this  is 
one  sector  where  the  case  for  buying  a 
fund,  rather  than  individual  stocks,  is 
particularly  strong.  Choices,  unfortu- 
nately, are  somewhat  limited.  There  is 
only  one  pure  open-end  biotechnolo- 
gy fund  left:  Fidelity  Select  Biotech- 
nology. Oppenheimer  had  one,  but  it 
performed  so  miserably  from  1992  to 

Speculative  science 


1994  that  its  shareholders  voted  late 
that  year  to  turn  it  into  a  small-cap 
growth  fund.  (It's  now  called  Oppen- 
heimer Global  Emerging  Growth.) 

Fidelity's  $647  million  Select 
Biotechnology  is  half  invested  in 
biotech  blue  chips — in  this  context, 
"blue  chip"  means  any  company  with 
product  sales — with  the  heaviest 
weightings  in  Amgen  and  Genentech. 
Karen  Firestone,  40,  who  has  been 
running  the  fund  since  1992,  delivered 
a  stunning  49%  return  in  1995.  But 
her  fund's  long-term  results  are 
dragged  down  by  the  biotech  bear 
market  that  lasted  from  late  1992  until 
the  fall  of  1994.  Over  the  last  decade 
the  fund  has  averaged  a  respectable 


Performance 
UP  DOWN 
— markets— 

Fund 

Biotech 
exposure 

Annualized  total  return 
last  5-year 
12  mos 

Assets  Weighted  Median  Maximum  Annual 
8/31/96  average  market    sales  expense 
($mil)     P/E       cap     charge  per 
($mil)  $100 

B  B 

Fidelity  Select — Biotechnology 

70% 

14.3% 

6.3% 

$647 

31 

$6,380 

3.00% 

$1.44 

A  A 

Fidelity  Select— Health  Care 

12 

21.4 

14.4 

1,185 

27 

20,970 

3.00 

1.31 

GT  Global  Health  Care-A 

30 

28.1 

10.5 

425 

29 

1,989 

4.75 

1.85 

B  D 

H&Q  Healthcare  Investors 

50 

25.1 

10.8 

141 

49 

406 

1.63 

H&Q  Life  Sciences  Investors 

50 

21.5 

NA 

117 

48 

424 

 i 

1.64 

A  D 

Invesco  Strategic— Health  Sciences  18 

25.4 

11.3 

980 

41 

2,525 

none 

1.15 

A  A 

Vanguard  Special— Health  Care 

7.5 

28.0 

17.8 

2,241 

28 

6.380 

none' 

0.46 

Closed-end.  ;lf  you  redeem  within  a  year,  you  pay  a  1%  fee,  proceeds  of  which  revert  to  the  fund.  NA:  Not  available. 
Sources:  Forbes;  Upper  Analytical  Services;  Morningstar,  Inc. 


13.4%  annual  return,  a  hair  better  than 
the  s&P  500  market  index. 

In  her  ventures  outside  the  estab- 
lished firms,  Firestone  has  recently 
turned  bullish  on  the  emerging  field  of 
genomics.  This  is  the  study  of  how 
human  and  animal  genes  are  linked  to 
diseases  like  obesity,  asthma  and  dia- 
betes. She  recently  bought  into  Mil- 
lennium Pharmaceuticals  and  added  to 
her  stake  in  Human  Genome  Sciences. 
These  companies  are  "speeding  up  the 
[drug  development]  process  by  elimi- 
nating steps  and  eliminating  time  and 
offering  better  procedures  to  target  a 
particular  gene,"  says  Firestone. 

After  four  years  investing  in  this 
sector,  Firestone  has  seen  its  best  and 
worst  times.  Why  buy  now?  Firestone: 
"There's  more  concrete  evidence  that 
the  concept  of  biotechnology  is  work- 
ing right  now  than  there  was  a  couple 
of  years  ago." 

There's  another  way  to  get  at  this 
sector.  Take  your  biotech  medicine 
with  a  large  dose  of  conventional 
health  care.  At  least  six  good  health 
care  sector  funds  have  significant  expo- 
sure to  biotechnology  (see  table).  Fire- 
stone also  runs  Fidelity  Select  Health 
Care,  one  of  only  two  domestic  stock 
funds  to  get  a  Forbes  A  rating  for 
bodi  bull  and  bear  markets.  The  other 
is  Vanguard's  health  care  fund.  Both  of 
these  funds  have  made  biotech  bets. 

Like  all  Vanguard  funds,  Specialized 
Health  Care  does  not  bleed  its  share- 
holders. The  no-load  runs  up  annual 
expenses  of  46  cents  per  $100  invest- 
ed, a  lower  ratio  than  all  but  a  handful 
of  actively  managed  stock  funds. 

Invesco's  $980  million  Strategic 
Health  Sciences  Fund  has  an  18%  stake 
in  biotech  and  the  intention  to  raise 
that  allocation.  In  May  Invesco  hired 
Carol    Werther,    37,    away  from 


These  seven 
health  care  sector 
funds  offer  a 
range  of  expo- 
sures to  biotech- 
nology. The  two 
closed-ends  from 
H&Q  run  up  hefty 
overhead,  but 
come  with  steep 
19%  discounts. 
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AIM  International  E 


Fund 


AIM  International  Equity  Fund  Investment  Results  as  of  September  30,  1996 


Average  Annual  Total  Returns  Growth  of  $10,000 


Inception  (4/7/92)  .  . 
3  Years  


1  Year  . 


13.88% 
10.84 
9.20 


$17,914 
13,615 
10,921 


Did  you  know  that  seven  foreign  stock  markets  have  outpaced  the  U.S.  stock 
market  over  the  past  10  years?*  Smart  investors  realize  investing  a  portion  of  their 
assets  overseas  makes  sense.  The  question  is  how. 

Consider  a  proven  investment  strategy.  AIM  International  Equity  Fund's  profes- 
sional management  team  searches  worldwide  to  find  companies  whose  earnings 
are  growing.  It's  the  same  earnings-driven  discipline  that  guides  all  of  AIM's 
equity  funds.  Over  time,  it's  been  a  discipline  that's  worked.  Just  check  our  record. 

Of  course,  past  performance  can't  guarantee  comparable  future  results.  Interna- 
tional investing  can  pose  greater  risks  compared  with  U.S.  investments.  The  Fund's 
share  price  will  fluctuate  with  market,  currency  and  political  climates.  With  these 
risks,  however,  also  is  the  opportunity  for  greater  rewards  and  greater  diversifica- 
tion than  investing  solely  within  the  United  States. 

For  more  complete  information,  including  charges  and  expenses,  ask  your 
financial  consultant  for  a  free  prospectus  and  Investors  Guide.  Please  read  the 
prospectus  carefully  before  you  invest  or  send  money. 

CALL  FOR  YOUR  FREE  INVESTOR  GUIDE 

1-800-246-4246 


AIM 

*  Source:  Morgan  Stanley  International  Perspective,  through  September  30,  1996.  Performance  results  are  historical  and  include  reinvestment  of  all  distributions, 
changes  in  net  asset  value  and  maximum  5.50%  sales  charges.  Investment  return  and  principal  value  will  fluctuate  so  that  an  investor's  shares,  when  redeemed, 
may  be  worth  more  or  less  than  their  original  cost.  Performance  for  Class  B  shares,  which  began  on  9/15/94,  will  differ  due  to  a  difference  in  sales  charge  struc- 
ture and  Fund  expenses.  A  I  M  Distributors,  Inc.  10/96. 
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London's  Rothschild  Asset  Manage- 
ment to  be  comanager  of  the  fund  and 
boost  its  biotechnology  exposure. 
What's  she  looking  for?  "Products  that 
look  like  they're  going  to  work  and  be 
a  breakthrough  treatment,  [either  in] 
efficacy  or  in  fewer  side  effects,"  says 
Werther.  She  likes  Sequus  Pharmaceu- 
ticals for  its  chemotherapy  drug,  Doxil, 
that  attacks  solid-tissue  cancer  without 
causing  troublesome  hair  loss. 

Two  closed-end  health  care  funds 
are  worth  a  look,  both  managed  by 
Hambrecht  &  Quist's  Alan  Carr,  62. 
He  doesn't  bother  with  the  Mercks 
and  Lillys  you'll  find  in  the  Vanguard 
fund.  Carr  prefers  health  care  startups. 
His  median  holding  has  roughly  $400 
million  in  market  value.  Typical  Carr 
stock:  ChantiHy,  Va.-based  Fuisz  Tech- 
nologies (3.5  times  book  value,  infinite 
p/e),  which  patented  a  way  to  instant- 
ly dissolve  pills  in  the  mouth.  In  Octo- 
ber Fuisz  signed  a  research  agreement 
with  Hershey.  The  terms  of  the  deal 
are  closely  guarded.  Perhaps  a  new  Kiss 
to  compete  with  m&m's? 

At  times  Carr  acts  more  like  a  ven- 
ture capitalist  than  a  fund  manager. 
His  portfolio  is  peppered  with  shares 
of  private  companies  and  recent  initial 
public  offerings.  About  a  third  of  his 
assets  consists  of  restricted  stock. 

The  current  hot  equity  market  has 
rewarded  Carr  well.  In  the  first  half  of 
this  year  nine  companies  in  these 
funds'  private  placement  portfolios 
went  public  for  an  average  gain  of 
100%  over  the  two-year  average  hold- 
ing period. 

But  the  strategy  can  backfire.  Carr 
still  owns  Interventional  Technologies, 
which  postponed  its  initial  public  offer- 
ing indefinitely  in  June  1992,  citing 
weak  market  conditions.  Four  years 
later  the  company  is  selling  a  $1,500 
microsurgical  catheter,  but  still  isn't 
ready  for  a  public  offering. 

The  H&Q  closed-end  funds  run  up 
large  expense  ratios.  Those  costs,  and 
the  illiquidity  in  the  large  private  place- 
ment portfolios,  are  probably  to  blame 
for  the  steep  19%  discount  below  net 
asset  value  at  which  these  funds  trade. 
If  you  were  to  buy  now  and  be  lucky 
enough  to  sell  at  a  time  when  the  dis- 
count had  narrowed,  you  would  get  a 
boost  in  your  return.  But  of  course  the 
market  could  go  the  other  way:  The 
discount  could  widen  during  the  time 
you  own  the  fund.  tBM 


Armchair  travel 

Wise  investing  may  mean  increasing  your  international 
exposure.  Here's  how  to  do  it  without  adding 
to  your  expenses. 


By  Thomas  Easton 


All  the  experts  tell  you  to  put 
some  of  your  money  in  foreign  stocks 
to  balance  your  domestic  holdings. 
Thus  U.S.  fund  marketers  have  start- 
ed up  close  to  1,000  international 
and  global  stock  funds  over  the  past 
decade;  the  total  investment  in  these 
funds  now  exceeds  $230  billion.  One 
little  problem  for  the  investor:  For- 
eign funds  are  very  expensive.  Global 
stock  funds  (those  that  mix  U.S.  and 
foreign  stocks)  run  up  annual 
expense  ratios  averaging  2%  of  assets 
managed,  according  to  Morningstar. 
Purely  international  stock  funds  are 
almost  as  bad,  at  an  average  1.7%. 

You  could  eliminate  fat  manage- 
ment fees  with  do-it-yourself  stock 
picking.  But  consider  the  hurdles: 
opaque  financial  statements,  curren- 
cy exposure  or  complicated  offsetting 
hedges,  strange  laws  on  shareholder 
rights  and  high  costs  for  trading  and 


research.  The  logistics  of  moving 
money  from  one  market  to  another 
can  be  daunting.  Merely  settling  a 
trade  in  India  can  take  a  month.  Low 
liquidity  is  the  norm  in  many  over- 
seas markets 

There's  another  way  to  skin  this 
cat:  Look  at  mutual  funds  that  focus 
on  stocks  of  U.S.  companies  that 
generate  a  lot  of  their  earnings 
abroad.  Three  funds  specialize  in  this 
stay-at-home  cosmopolitanism.  Two 
are  packed  with  well-known  names; 
the  third  emphasizes  tiny  exporters. 
All  three  have  been  delivering  excel- 
lent performance,  at  far  less  expense 
than  the  average  foreign  fund. 

The  most  successful  has  been  U.S. 
Global  Leaders,  a  $10  million  no- 
load  that  in  its  first  year  has  outper- 
formed 99%  of  all  funds  with  overseas 
investments  and  almost  as  high  a  per- 
centage of  domestic  funds.  The 
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American  Precision 
Industries 

American  Precision  Industries,  (NYSE:APR),  is  a 
tpchriology-based  diversified  manufacturer  of 
end  Motion  Control,  Inductor  and  Heat 

Transfer  Products. 

J  99?  ovei  1 994  sales  up  by  27%,  earnings  up  by 
38%,  i  99S  stock  price  appreciation  44%. 
Throuph  strategic  acquisition,  alliances  and  new 
product  introductions,  the  company  strives  for 
asaressiw  growth  and  increase  in  shareholder  value. 


Birmingham  Steel 
Corporation 

Birmingham  Steel  Corporation  is  a  world-class 
producer  of  steel  and  steel  products,  with  fiscal  1996 
sales  of  $832  million.  A  multi-year  capital  develop- 
ment plan,  chiefly  centered  around  the  construction 
of  new  facilities,  should  result  in  substantially 
increased  sales  and  production  efficiency,  and 
provide  significant  opportunities  for  profitable 
long-term  growth  in  the  constantly  changing  global 
steel  market. 


BPI  Industries  Inc. 

BPI  Industries  Inc.  is  poised  to  become  a  significant 
methane  gas  producer  in  the  US  The  Company  has 
acquired  a  74.5%  interest  in  a  major  43,000  acre 
coalbed  methane  property  in  southern  IL.  Currently 
a  Test  Program  is  underway  to  evaluate  the  full 
potential  of  gas  production  from  this  property. 
Estimated  reserves  are  expected  to  exceed  3  TCF. 
The  Company  has  engaged  an  international  financ- 
ing entity  to  provide  the  necessary  financing  to  drill 
and  complete  an  additional  525  wells  to  put  the  pro- 
ject into  full  production.The  fledgling  US  methane  sector  is  now  one  of  America's 
fastest  growing  industries,  generating  over  $1  Billion  a  year  in  sales.  BPI  is  strategi- 
cally positioned  to  become  a  major  force  in  this  highly  lucrative  new  industry.  Send  for 
more  information  on  BPI  Industries  Inc.,  or  call  1-800-803-3204. 


W.H.  Brady  Co. 

W.H.  Brady  Co.  posted  record  results  again  in  F  '96, 
raising  its  revenues  to  $360  million  and  earnings 
to  more  than  $28  million.  It  continues  to  pursue 
its  value-enhancing  growth  strategies  of  market 
penetration,  global  expansion,  new  product  develop- 
ment and  acquisitions  and  joint  ventures.  Brady 
manufactures  and  markets  more  than  30,000 
products  from  specialty  tapes  and  labels  to  portable 
printing  and  graphics  solutions.  It  employs  2,600 
people  worldwide. 


Cable  Design 
Technologies 


COT  = 


Fiscal  year  ended 


July  31 
July  31 


Cable  Design  Technologies  Corporation  (NASDA) 
CDTC)  is  a  leading  designer  and  manufacturer 
technologically  advanced  electronic  data  transm 
sion  cables  for  network,  computer  interconnect  at 
automation,  sound  and  safety  applications. 
NORDX/CDT  subsidiary  is  a  pioneer  in  the  voi 
and  cabling  industry  for  building  high  performan 
telecommunications  infrastructures.  Since  fisc 
1984,  sales  have  grown  from  $27.1  million 
$357.4  million  in  fiscal  1996. 

Sales  Growth 
1996  357.4  89.1% 

1995  188.9 


There  art  no  limit* 
on  the  dig'uul  frontier. 


Corporate  Vision,  Inc. 

CD-ROM  and  other  interactive  platforms  are  revo 
tionizing  the  way  corporations  sell  products  and  tr. 
people.  The  rapid  growth  of  these  technologies 
created  new  opportunities  for  Corporate  Visic 
Inc.  (OTC  BB:  CVIA).  Founded  in  1990,  Corpora 
Vision  is  positioning  itself  as  the  leading  provider 
custom  multimedia  solutions  to  companies  arou 
the  world.  For  more  information,  contact  Invest 
Relations  at  (800)  720-2842  or  visit  our  Websi 
http://www.cvia.com. 


Grupo  Cydsa 


Cydsa  is  a  Mexican  industrial  group  which  opera; 
in  very  diversified  sectors  including  textile,  fibe 
apparel,  packaging,  chemical  and  environment 
Cydsa  is  committed  to  being  a  world  class  corpo 
tion  in  all  of  these  markets.  This  important  gro 
produces  more  than  200  products  and  services  a 
has  modern  plants  in  eight  diff  erent  Mexican  cit 
with  sales  reaching  900  million  dollars.  Cydsa's  pre 
ucts  are  also  marketed  worldwide.  This  represe: 
45%  of  the  total  sales  volume. 
The  company  has  10.000  employees,  all  of  whom  are  seriously  committed  to  const; 
improvement  especially  in  providing  more  value  to  customers  and  stockholders. 


Harvard  Scientific  Corf 

Harvard  Scientific  Corp.  (NASDAQ  BB:  HVSF)  i 
biopharmaceutical  company  in  the  process  of  co 
mercializing  its  major  product  (PaGE1)  for  the  tre 
rrient  of  male  erectile  dysfunction  which  currer 
affects  20  million  men,  a  number  that's  increas 
yearly.  Harvard  Scientific  Corp.  should  capture  I 
lion's  share  of  this  market  (which  is  expected  to  be 
excess  of  one  billion  dollars  in  the  U.S.  aloi 
because  we  have  developed  a  painless  applicat, 
with  no  known  side  effects  and  a  60%  success  n 
Two  other  companies  will  be  marketing  the  product  but  their  product  applications 
not  as  easily  administered  giving  Harvard  Scientific  a  definite  advantage.  Given 
established  and  grow  ing  market  for  this  product  and  Harvard  Scientific's  painless  p 
cedure,  the  tremendous  marketing  edge  is  clear. 
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MedCare  Technologies  Inc. 

MedCare  Technologies  (Symbol:  MCAR)  has  a  non- 
surgical and  non-drug  system  tor  individuals  suffer- 
ing from  urinary  incontinence  (UI).  UI  is  a  $16  bil- 
lion market  and  is  one  of  the  most  prevalent  and 
under  recognized  problems  in  health  care  today. 
Affecting  some  25  million  Americans,  UI  is  the 
main  reason  behind  nursing  home  admissions  and 
accounts  for  50%  of  all  sanitary  napkins  pur- 
chased by  women. Currently  available  treatment  pro- 
grams (such  as  diapers,  surgery,  drugs  and  catheters) 
are  inadequate,  have  side  effects,  risks  or  do  nothing 
r  the  problem.  MedCare  Technologies,  however,  offers  a  risk  free  program  that  is 
>vered  by  most  health  insurance  plans,  does  not  require  any  FDA  approval,  is 
>propriate  for  90%  of  all  those  who  suffer  from  UI  and  has  a  proven  success  rate 
excess  of  87%. 

Minco  Mining  & 
Metals  Corporation 

Minco's  goal  is  to  become  the  premier  western  com- 
pany participating  in  the  development  of  China's 
burgeoning  mining  industry.  Minco.  having  a  unique 
operating  expertise  in  China,  has  formed  strategic 
alliances  with  Teck  Corporation  and  Cominco  Ltd. 
as  well  as  the  three  preeminent  mining  entities  of 
China's  central  government.  Minco  is  a  well 
financed  company  that  has  rights  to  earn  majority 
interests  in  a  diverse  portfolio  of  projects  which 
nge  from  a  producing  base  metals  mine  to  properties  having  the  potential  to  host 
ulti-million  ounce  gold  deposits. 


Overseas  Shipholding  Group,  Inc.  (OSG),  one  ot  the 
largest  bulk  shipping  companies  in  the  world,  main- 
tains a  modern,  diversified  fleet  of  59  vessels  that 
transport  primarily  crude  oil,  petroleum  products, 
grain,  coal  and  iron  ore.  The  Company's  joint  venture, 
Celebrity  Cruise  Lines  Inc.,  is  a  leading  provider  of 
cruises  to  the  Caribbean,  Bermuda  and,  beginning 
this  year,  Alaska. 
(NYSE.  PSE:  OSG) 


Parher  Hannifin 
Corporation 

Parker  Hannifin  is  a  leading  worldwide  manufac- 
turer of  motion-control  components  and  systems  for 
hundreds  of  industrial  and  aerospace  markets.  As 
detailed  in  its  1996  Annual  Report,  for  the  year 
ended  June  30,  Parker's  sales  were  $3.59  billion, 
with  net  income  of  $239.7  million,  and  a  backlog  of 
$1.3  billion.  (PH-NYSE) 


Norfolh  Southern 
Corporation 

Norfolk  Southern  Corporation  is  a  holding  company 
that,  through  subsidiaries,  provides  rail  and  truck 
transportation  services  and  owns  natural  resource 
properties.  Norfolk  Southern's  vision  is  to  "be  the 
safest,  most  customer-focused  and  successful  trans- 
portation company  in  the  world."  Five-year  growth 
(1995  compared  with  1990)  saw  income  from 
railway  operations  up  34%,  net  income  up  32%, 
earnings  per  share  up  63%,  return  on  equity  up  40% 
and  safety  improvement  up  63 


Photocommy  Inc. 

The  Wireless  Power  Company 

Photocomm,  Inc.  (NASDAQ:PCOM)  is  the  nation's 
largest  publicly-owned  wireless  solar  electric  systems 
company.  Approximately  65%  of  the  Company's  sales 
are  stand-alone  power  systems  for  the  booming  wire- 
less communications  market  in  applications  such  as 
cellular  telephone  and  remote  microwave  repeater 
sites.  Photocomm  also  designs  and  manufactures 
solar  electric  power  systems  for  emerging  markets 
including  off-grid  homes,  water  pumping  and  third 
world  electrification. 


A 


Oppenheimer 
Capital,  L.P. 


Oppenheimer  Capital,  L.P.  is  a  vehicle  for  investors 
to  participate  in  the  earnings  and  growth  of 
Oppenheimer  Capital,  a  leading  investment  man- 
agement firm  with  approximately  $45  billion  under 
management  at  September  30,  1996.  The  partner- 
ship offers  a  high  current  return  as  well  as  the  poten- 
tial for  growth  of  capital.  The  current  yield  was  8.9% 
at  the  October  17,  1996  closing  market  price,  based 
on  the  current  cash  distribution  rate  of  $3.00  per 
lit  annually.  In  addition  to  the  basic  rate,  the  partnership  pays  special  distributions 
warranted,  including  $.175  per  unit  for  the  fiscal  year  ended  April  30,  1996. 


Roberts 

Pharmaceutical 
Corporation 

Roberts  Pharmaceutical  Corporation  focuses  on 
acquiring  and  developing  drugs  in  late-stages  of 
development.  In  line  with  its  strategy  for  long-term 
growth,  Roberts  has  put  in  place  an  international 
sales  force  with  an  acquired  portfolio  of  marketed 
products;  the  FDA  recently  cleared  Roberts  first 
pipeline  drug  ProAmatine(TM);  and  approval  of  a 
second  pipeline  line  drug  Agrelin(R)  is  anticipated. 
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A  i  -'i                        .iiu-rsilied  manufacturer  of 

R3j  1  .,ftp,s  and  sealants  for  waterproofing 

■^•"383  and  peneral  maintenance,  corrosion  control  and 

Hflfi  other  soeciaitj  chemical  applications.  RPM  also 

jajMp  manufactures  consumer  do-it-yourself  products  for 

•j  home  maintenance,  automotive  repair,  hobby,  leisure 

fH^H&  RPM  has  achieved  49  consecutive  record  years  of 
fiHSfl  sales,  earnings  and  earnings  per  share  -  and  has 
WEBiB  never  experienced  a  downturn  in  any  of  these  cate- 
ingin  1947.  For  the  fiscal  year  ended  May  31,  1996.  RPM  sales 
3arnings  totaled  $68.9  million,  with  earnings  per  share  of  $.90. 
ts  cash  dividend  for  23  consecutive  years  and  has  had  10  major 
since  1975.  (NASDAQ: RPOW)  http://www.rpminc.com 


VEBA 

Enhancing  Value  by  Shaping  Change 

VEBA,  Germany's  4th  largest  company,  is  actr 
in  the  fields  of  Electricity,  Chemicals,  0 
Trading/Transportation/Services  and  Telecommur 
cations.  Our  decentralized  management  structure 
designed  to  allow  for  fast  and  flexible  response 
market  opportunities  as  they  arise,  and  our  19* 
results  underscore  this  approach:  approx.  125,0( 
employees  worldwide  achieved  record  DVFA/S 
earnings  of  DM  2.1  billion  (1994:  DM  1.5  billior 
earnings  per  share  rose  from  DM  3. !  3  to  DM  4.33,  and  the  dividend  was  increas< 
from  DM  1.50  to  DM  1.70.  Our  strategic  goal  remains  anticipating  change  early  q 
and  actively  shaping  it,  in  order  to  develop  new  potential  for  VEBA  as  well  as  crea 
further  value  for  our  shareholders. 


Silver  Standard 
Resources  Inc. 

Silver  Standard  (NASDAQ:SSRIF)  is  a  silver  explo- 
ration company  with  a  corporate  mandate  to 
take  advantage  of  today's  historically  low  silver  prices 
to  secure  a  portfolio  of  properties  containing  a 
minimum  total  defined  in-ground  resource  of 
250,000,000  ounces  of  silver  by  1997.  Within  four 
years  thereafter,  the  company  expects  to  become  a 
significant  silver  producer.  Silver  Standard,  which 
already  has  multi-million  ounce  concessions 
in  Bolivia,  Mexico  and  the  Russian  Far  East,  is  a  top  recommendation  of  a  number 
of  leading  analysts,  including  Doug  Casey,  Jim  Blanchard,  Adrian  Day  and 
Jeffrey  L.  Taylor. 
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TriMas  Corporation 

TriMas  Corporation,  a  leading  diversified  manufac- 
turer of  proprietary  products  for  commercial, 
industrial  and  consumer  niche  markets,  recorded 
Another  Record  Year  in  1995.  During  the  year, 
TriMas  continued  the  successful  execution  of  its 
proven  strategies  for  growth  and  achieved  record 
sales,  operating  earnings,  cash  flow  and  earnings 
per  share. 

Send  for  our  Annual  Report  to  learn  why  we  believe 
1 996  will  be  Another  Record  Year. 


Triton  Energy 


Triton  Energy  (NYSE:OIL)  is  an  international  oil 
and  gas  exploration  company  focused  on  high-poten- 
tial prospects  around  the  world.  The  Company  has 
participated  in  major  discoveries,  including  the 
Cusiana  and  Cupiagua  oil  fields  in  Colombia  and 
several  world-class  gas  fields  in  the  Gulf  of  Thailand. 
In  addition,  Triton  has  exploration  activities  under 
way  in  Argentina,  China,  Colombia,  Ecuador, 
Guatemala,  Italy  and  Oman. 


The  companies  in 
this  section  will  send  you  their 


ANNUAL  REPORTS  FREE. 


Please  fill  out  the  adjacent  post-paid  reader 
service  card  and  drop  it  in  the  mail.  For  faster 
service  call  Toll  Fee  I-800-45-FORBE(S), 
or  fax  card  to  (312)922-3165. 


1.  American  Precision  Industries 

2.  Birmingham  Steel  Corporation 

3.  BPI  Industries  Inc 

4.  W.H.  Brady  Co. 

5.  Carle  Design  Technologies 

6.  Corporate  Vision,  Inc. 

7.  Grupo  CYDSA 

8.  Harvard  Scientific  Corp. 

9.  MedCare  Technologies  Inc. 

10.  Minco  Mining  &  Metals  Corporation 

11.  Norfolk  Southern  Corporation 

12.  Oppenheimer  Capital,  L.P. 

13.  Overseas  Shipholding  Group,  Inc. 

14.  Parker  Hannifin  Corporation 

15.  Photocomm,  Inc 

16.  Roberts  Pharmaceutical  Corporation 

17.  RPM,  Inc. 

18.  Silver  Standard  Resources,  Inc. 

19.  TriMas  Corporation 

20.  Triton  Energy 

21.  VEBA 


Please  allow  a  few  weeks  for  processing. 
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Lazare  Kaplan  International/diamonds 

266 

34 

1.25 

18 

117 

14 

7.2 

Oregon  Metallurgical/titanium  used  in  aerospace  &  golf  clubs 

147 

20 

0.98 

32K 

519 

33 

11.9 

Titanium  Metals'/titanium  used  in  aerospace  &  golf  clubs 

332 

45 

1.48 

30M 

949 

20 

9.4 

WMS  Industries/pinball  &  slot  machines,  videogames 

339 

23 

0.31 

26tf 

648 

87 

7.0 

Zebra  Tech  'AVbar-code  printers,  software  &  supplies 

149 

44 

1.17 

283/ 

696 

25 

5.4 

'Sales  are  pro  forma;  earnings  are  1996  IBES  estimates.  NM:  Not  meaningful. 
Sources:  Company  statements. 


Fidelity  Export  Fund  holdings  with  significant  and  growing  sales  abroad. 


fund's  adviser,  Yeager,  Wood  &  Mar- 
shall in  New  York  City,  says  it  has 
beaten  the  S&P  handsomely  over  the 
past  seven  years  on  its  private 
accounts.  There  has  been  only  one 
down  year,  1993  (a  loss  of  9%  versus 
a  10%  gain  in  the  S&P  500). 

The  new  public  fund  holds  24 
stocks,  all  well-known  multinational 
names  like  Coca-Cola,  Wrigley, 
Abbott  Laboratories,  Colgate-Pal- 
molive, Pfizer  and  American  Interna- 
tional Group.  It  also  has  holdings  in 
companies  less  often  perceived  as 
global  competitors,  among  them 
State  Street  Boston  Corp.,  Tiffany 
and  Wal-Mart.  You  can,  of  course, 
easily  buy  these  yourself  and  avoid 
the  fund's  expenses  (1.5%  annually  at 
the  moment,  1.25%  if  assets  grow 
another  $7  million,  under  1%  if  the 
fund  gets  to  a  substantial  size).  But  it 
would  cost  $150,000  to  efficiently 
replicate  the  fund's  portfolio  with 
100-share  blocks.  The  minimum 
investment  in  U.S.  Global  Leaders  is 
$2,500  directly,  or  through  the  Jack 
White  funds  network. 

Since  the  intention  of  the  fund  is 
to  capitalize  on  sustainable  growth  in 
even  the  poorest  developing  coun- 
tries, its  managers  look  for  companies 
with  very  well  established  franchises 
and  affordable  products  that  sell  on  a 
regular  basis.  "We  only  want  compa- 
nies that  begin  each  new  fiscal  period 
with  a  loyal  customer  base  or  a  con- 
tract or  a  subscription,"  says  George 
Yeager,  the  62 -year-old  portfolio 
manager  of  the  fund.  Thus  he  favors 
Pall  Corp.,  which  reaches  the  hospi- 
tal and  aviation  markets  through  the 
sale  of  relatively  inexpensive  filters, 


rather  than  GE,  with  its  costly  aircraft 
engines  and  CAT  scanners. 

Intel  and  Motorola  don't  make 
Yeager's  list  because  their  chips  come 
inside  telephones,  computers  and 
other  cosdy  packages.  Instead,  Yeager 
favors  Microsoft  because  software 
upgrades  are  relatively  cheap. 

Oil  companies  don't  make  it: 
"Having  a  global  reach  does  you  no 
good  if  you  don't  have  pricing  flexi- 
bility," says  Yeager.  "We  like  compa- 
nies that  aren't  dependent  on  a  favor- 
able business  cycle  or  a  war  in  Iraq." 

Isn't  there  a  limit  to  how  fast  a 
giant  like  Coca-Cola  can  grow? 
Yeager's  answer:  "It's  assumed  that  if 
you  are  large,  you  can't  grow  as  fast 
as  if  you  are  small.  But  where  are  the 
great  opportunities?  All  around  the 
world,  and  you  have  to  have  great 
mass  to  exploit  these  profitably." 

If  there  is  one  obvious  risk  in 
Yeager's  strategy,  it  is  the  hefty  valu- 
ation already  placed  upon  the  com- 
panies he  buys.  The  portfolio's  hold- 
ings sell  for  an  average  of  29  times 
trailing  earnings,  as  opposed  to  25 
times  for  Forbes  Mutual  Fund  Honor 
Roll  stalwart  T.  Rowe  Price  Interna- 
tional Stock  Fund. 

U.S.  Trust  runs  a  fund  like 
Yeager's,  though  it  is  more  diverse 
and  less  successful.  The  $82  million 
Excelsior  Global  Competitors  has 
lagged  the  s&P  by  an  annualized  1.5 
percentage  points  since  its  1992 
inception,  but  has  still  beaten  the 
average  foreign  fund.  Alongside 
market  favorites  like  Gillette,  P&G 
and  AIG,  Excelsior  Global  holds  big 
oil  (Royal  Dutch  Petroleum,  Mobil), 
manufacturers  (IBM,  Crown  Cork  & 


Seal,  Goodyear),  investment  banks 
(Donaldson,  Lufkin  &  Jenrette, 
Morgan  Stanley),  expensive  con- 
sumer goods  outfits  (sunglass  pro- 
ducer Luxottica,  Estee  Lauder)  and  a 
smattering  of  interesting  unknowns 
(Thermo  Fibertek,  a  leading  paper 
recycling  equipment  producer,  and 
Libbey,  which  makes  glass  tableware). 
Like  U.S.  Global  Leaders,  this  collec- 
tion of  blue  chips  runs  a  high  trailing 
p/e — 27.  Expense  ratio:  0.9%. 

Finally,  there's  Fidelity's  Export 
Fund,  a  $430  million  fund  with  a 
bumpy  but  successful  two-year 
record.  It  invests  in  small  U.S.  com- 
panies that  generate  an  above-average 
share  of  their  sales  through  exports. 
The  idea  behind  the  portfolio,  says 
manager  Arieh  Coll,  33,  is  that  if  a 
smallish  company  can  sell  into  foreign 
markets,  with  all  the  problems  and 
costs  overseas  marketing  entails,  it's 
probably  a  pretty  good  company 

As  of  the  Aug.  31  reporting 
period,  the  fund's  expense  ratio  was 
1%.  Its  portfolio  of  almost  200  issues, 
none  found  in  U.S.  Global  Leaders 
or  Excelsior  Global  Competitors, 
includes  some  surprises  (see  table). 
Among  its  largest  holdings  are  an 
$11  million  stake  in  cushion  produc- 
er Foamex  International  and  a  $9 
million  stake  in  titanium  producer 
Oregon  Metallurgical.  Gambling  is  a 
conspicuous  theme:  Sodak  Gaming, 
Anchor  Gaming,  Penh  National 
Gaming,  Scientific  Games.  Coil's  rea- 
soning: Governments  all  over  the 
world  need  easy  money  and  will  over- 
come their  usual  chauvinistic  buying 
tendencies  in  search  of  the  best  slot 
machines  and  lottery  systems.  H 
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INSURANCE 


The  worst 
of  both  worlds 

You  know  we're  well  into  a  bull  market  when  insurers 
start  pitching  products  tied  to  equity  indexes. 
The  latest  gimmick:  can't-lose  annuities. 


By  Carolyn  T.  Geer 

Stock  market  returns 
with  little  risk  to  princi- 
pal: That's  the  pitch 
being   used   to  sell 
equity-indexed  annu- 
ities,   the  insurance 
industry's  hottest  dish. 
Dozens    of  insurers 
are  peddling  annuities 
promising  returns  that  will 
rise  along  with  the  market; 
sales  will  likely  hit  $2  billion  this 
year,  up  from  virtually  zero  in  1995.  A 
few  companies  even  plan  to  add  equity- 
indexed  life  insurance  to  their  menu  of 
policies  in  the  coming  months. 

A  hot  stock  market  may  be  what 
the  insurance  industry  needs  to 
breathe  life  into  lagging  annuity  sales. 
Salesmen,  who  typically  make  5%  of 
the  principal  invested  in  an  annuity  as 
commission,  will  say  that  indexed 
annuities  combine  the  safety  of  fixed- 
rate  annuities  with  the  potentially 
higher  returns  of  stocks.  Do  the 
math,  and  you'll  find  you're  paying 
up  to  earn  less-than-market  returns. 

There  are  two  basic  types  of  annu- 
ities. Fixed  annuities  give  you  tax- 
deferred  income  with  no  risk  (save 
inflation)  to  principal  and  currently 
pay  initial  interest  rates  of  around  6%. 
Variable  annuities  let  you  invest  in 
equity  mutual  fund  type  accounts, 
but  carry  no  guarantees  on  either 
principal  or  returns.  The  money 
earned  in  a  variable-rate  annuity  is 
also  tax  deferred. 

Then  there  are  the  bull-market 
annuities,  which  guarantee  a  certain 
minimum  interest  rate  but  provide 
the  potential  for  higher  earnings  by 
tying  your  return  to  the  s&P  500 
stock  index.  Some  companies,  like 
Jackson  National  Life,  let  you  choose 


which  index  your  policy 
is  tied  to:  S&P  500  for 
large-cap,  s&P  400 
for  midcap  and  an 
in-house  index  for 
international  stock 
market  returns. 
Nice  concept,  bad 
execution.  In  reality, 
indexed  annuities'  poten- 
tial returns  fall  far  short  of 
variable  annuity  returns,  and 
their  guaranteed  rates  are  far  lower 
than  those  of  fixed  annuities.  "It's  the 
worst  of  both  worlds,"  says  Robert 
Cohen,  a  financial  planner  in  Framing- 
ham,  Mass.  and  a  24-year  veteran  of 
insurance  sales. 

Why?  Almost  all  insurers  limit  pol- 
icyholders' returns  to  roughly  80%  of 
the  stock  index's  rise.  That  means  if 
you  invest  $1,000  and  the  index  rises 
10%  that  year,  instead  of  earning 
$100  you  earn  only  $80.  Some  com- 
panies further  limit  the  amount  you 
can  earn,  regardless  of  how  high  the 
index  may  go,  to  14%  or  so.  In  this 
situation,  if  the  market  were  to  jump 
20%,  your  returns  on  a  $1,000 
deposit  would  not  be  $200,  or  $140, 
but  $112— or  80%  of  $140.  In  some 
cases  these  limits  are  not  guaranteed 
and  can  be  changed  at  any  time. 

Physicians  Life  advertises  a  110% 
participation  rate  in  its  annuities  tied 
to  the  s&P  500  index.  But  this  110% 
is  not  based  on  the  index  itself  but  on 
the  average  of  the  dailv  closing  prices 
during  the  course  of  a  year.  This  can 
lower  returns.  For  example,  the  s&P 
500  rose  to  616  at  the  end  of  1995 
from  459  the  year  earlier,  a  34%  gain. 
But  the  average  of  the  daily  closing 
prices  during  1995  was  only  542,  a 
mere  18%  gain.  For  the  next  year  you 


compare  the  1996  daily  average  to 
616,  not  to  542,  further  dragging 
down  returns.  This  numbers  game 
gave  equity-linked  bank  CDs  a  bad 
name  several  years  ago. 

Another  gambit:  GE  Capital  adver- 
tises no  caps  or  participation  limits  on 
its  annuities,  but  has  a  ten -year  vesting 
schedule  that's  just  as  bad.  If  you  quit 
the  contract  after  one  year,  for  exam- 
ple, you're  only  entitled  to  10%  of  the 
index's  rise.  You  also  get  hit  with  an 
8%  surrender  charge,  which  remains 
level  throughout  the  ten-year  period. 

What  happens  to  investors  in 
indexed  annuities  in  a  stagnant  or 
falling  market?  In  most  cases,  you'd  jj; 
get  a  guaranteed  minimum  rate  of  3%  8 
on  only  90%  of  your  deposit.  As  a  3 
result,  says  Cohen,  "you're  guaranteed 
to  get  at  least  a  loss"  in  the  first  few 
years  of  an  indexed  contract.  That  is, 
unless  the  market  is  very  hot. 

SunAmerica  is  one  company  that 
guarantees  3%  interest  on  100%  of 
your  deposit  in  the  s&P  annuity,  but 
at  a  cost.  While  most  indexed  annu- 
ities allow  you  to  withdraw  10%  of 
your  money  at  any  time  without 
paying  surrender  charges,  SunAmer- 
ica's  has  no  such  liquidity.  All  your 
money  is  locked  up. 

Forbes  is  not  a  fan  of  annuities  of 
any  kind.  Their  tax  deferral  comes  at  a 
steep  price:  Capital  gains  inside  vari- 
able annuities  get  taxed  at  the  higher, 
ordinary  income  tax  rate  when  you 
take  your  money  out;  withdrawals 
from  any  annuity  before  age  59M  get 
slapped  with  a  10%  penalty  tax. 

About  the  only  reason  to  consider 
an  annuity  is  if  you've  put  the  maxi- 
mum allowed  into  your  401(k), 
Keogh  or  IRA  and  you  want  another 
way  to  generate  tax-deferred  income. 
If  you  want  growth  but  worry  about 
losses,  split  your  money  between  a 
fixed  and  a  variable  annuity — prefer- 
ably a  no-load  (Forbes,  Mar.  25). 
You'll  still  have  to  pay  investment 
management  fees  and  insurance 
expenses,  which  average  2.1%  for  vari- 
able annuities.  (Insurers  don't  disclose 
the  spreads  they  earn  on  fixed  annu- 
ities. )  You  may  also  pay  an  annual  con- 
tract charge  of  $30  or  so.  Then  there 
are  surrender  charges,  or  back-end 
sales  commissions,  levied  on  all  annu- 
ities except  no-loads.  These  start  at  8% 
or  so  and  wind  down  over  the  five-to- 
seven-vear  life  of  the  contract.  H 


284 


Forbes  ■  November  18,  1996 


ice.  Snake.  Chicken's  feet.  Octopus.  In  Asia,  all  kinds  and  cars  than  any  other  nickel  producer.  (China  alone 
f  things  go  into  a  rice  bowl.  But  one  item  is  really  manufactures  40  million  bikes  a  year.)  We're  also 
uprising:  nickel.  Let  us  explain.  For  years,  stainless       a  popular  item  on  the  menu  of  Asia's  architects, 


teel  has  been  an  ingredient  of  cutlery 
ad  cookery  in  North  America, 
ecause  it  doesn't  trans 
ir  food's  taste  or 
dor.  Now,  for  the 
ame  reason, 
1  being  used 
d  make  rice 


owls  and  chop- 
ticks  in  Asia. 
CTiich  is  appetizing 
ews  for  the  investor, 
ecause  Inco  makes  the  nickel 
lat  makes  the  stainless 
teel.  And  rice  bowls  aren't 
le  only  thing  we  bring  to 


the  table.  Inco  nickel 


construction  engineers  and  railway 


manufacturers.  As  well,  our 


nickel  alloys  are  in 
increasing  demand 
for  a  number 
of  high-tech 
applications, 
from  personal 
computers  and 
televisions  to 
chip  boards.  And 
our  presence  in  Asia  is 
no  recent  development.  In  fact, 
we've  been  there  for  years,  nurturing  the 
local  relationships  so  crucial  to  stable,  long  term  growth 


in  Asia.  So,  what's  in  the  rice  bowl  for  you?  If 
you're  an  investor,  plenty.  For  your  copy  of  Inco's 
1995  Annual  Report,  or  for  a  free  video  further 
detailing  our  current  activities  throughout  Asia, 


is  playing  a  key  role  in  many  of  Asia's       please  call  us  today  toll-free  at  1-800-36HNCO. 


ooming  industries.  For  instance,  we  make  more 
>rms  of  nickel  for  the  plating  of  bicycles,  motorcycles 


inco 

STRONGER  FOR  OUR  EXPERIENCE 


Our  Business  Is  Helping  ¥)urs 
See  More  Clearly 
Than  The  Competition. 

Both  you  and  your  competition 
have  similar  goals  in  sight.  And 
luho  gets  there  first  will  depend 
*   on  who  has  a  sharper  vision  of 
the  future. 

GE  Capital  Services  can  help 
you  provide  your  customers  with 
more  value -giving  you  the 
competitive  edge.  Like  helping  a 
major  auto  company  develop  a 
nationiuide  leasing  program 
within  60  days,  which  involved  the  successful  training  of  54  dealers.  Or  helping  a  membership  warehouse 
club  achieve  growth  through  sales  while  allowing  commercial  customers  to  buy  on  credit  for  the  first  time. 

At  GE  Capital  Services,  were  26  diversified  businesses.  Each  one  is  dedicated  to  developing  and  delivering 
products  and  services  that  help  you  see  opportunities  before  the  competition.  Give  us  a  call  at  1-800-243-2222. 
And  see  what  the  competition  can't. 

GE  Capital  Services 

Our  Business  Is  Helping  Yours' 


WE  - 

CAN  HELP  - 

U  IMPROVE 

YOUR  VISION 

-f-  A     N     D  YOUR 
COMPETITIVE  EDGE. 


AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES  •  CONSOLIDATED  FINANCIAL  INSURANCE  •  CONSUMER  FINANCIAL  SERVICES 
EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE 
MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


BY  ERIC  S.  HARDY 


Professional  money  managers  often 
have  a  tough  time  beating  the 
market,  not  only  over  long  periods  of 
time  but  in  the  short  run  as  well.  This 
year  three -fourths  of  the  3,832  equity 
mutual  funds  followed  by  Lipper 
Analytical  Services  have  fallen  behind 
the  S&P  500's  16.1%  year-to-date 
return. 

Stovall  21st  Advisers'  president, 
Robert  Stovall,  says  that  a  good  way 
to  beat  the  averages  is  to  identify 
stocks  that  are  misunderstood  or 
underfollowed  by  Wall  Street  profes- 
sionals. He  points  to  St.  Joe  Corp. 
and  Florida  East  Coast  Industries. 
Neither  company  is  followed  by  a 
single  analyst,  yet  both  own  valuable 
assets  in  Florida,  including  railroads 
and  real  estate.  Stovall  thinks  that  the 
railroads  will  become  even  more  valu- 
able in  light  of  the  struggle  to  acquire 
Conrail. 


rail  market 


Special  focus 


Attention,  value-shoppers:  The  following 
companies  have  a  p/e  of  no  more  than 
13.5,  a  yield  of  at  least  2.3%  and  sell  for  no 
higher  than  1.3  times  book  value.  See  the 
overall  market  chart  above  for  comparable 
averages.  Also,  all  eight  companies  are 
expected  to  post  higher  earnings  during 
both  the  current  and  coming  fiscal  years. 


Abundant  value 


Price/ 

Company 

book 

Yield 

Blair 

0.9 

5.1% 

Excel  Industries 

1.1 

2.9 

GATX 

1.3 

3.6 

Kaman 

1.2 

4.0 

Ke  II  wood 

1.2 

3.3 

ShopKo  Stores 

1.2 

2.7 

Smith  (AO) 

1.0 

2.6 

Standard  Motor  Products 

0.8 

2.3 

4000 
3600 
3200 
2800 


The  Barra  All-US  price  index  as  of  10/25/96 

Market  value:  $7,819.4  billion 
P/E:  19.2 

P/E  minus  negative  EPS:  17.6 
Price/book:  2.8 
Yield:  1.9% 


12-month  closeup 

■->  Barra  index 
3900  _ j200-day  moving  average 


Performance 

Last  4  weeks 
Since  12/31/95 


1200 


'86    '87    '88    '89    '90    '91    '92    '93    '94    '95  '96 


Price        Total  return 

1.0%  1.0% 
12.6  14.0 


N  D  J  FMAMJ  JAS0 

'95  '96 


Closeup  on  the  markets 


%  change  from 


Index  or  investment 

—  2-week  change   

1  year  ago      5-year  high 

Barra  All-US  index 

-0.4  % 

L 

19.1 

%  -1.4% 

S&P/Barra  Growth  index1 

-0.4 

L 

21.6 

-1.9 

S&P/Barra  Value  index 

0.6 

_| 

20.3 

-1.0 

Dow  Jones  industrials 

0.6 

_J 

26.7 

-1.4 

S&P  500 

0.0 

20.9 

-1.4 

NYSE 

0.1 

^  J 

20.9 

-1.3 

Nasdaq 

-2.1 

19.2 

-2.8 

PSE  Tech  100 3 

-4.5 

7.8 

EAFE4 

-0.2 

1 

10.7 

-3.2 

CRB  futures  index 

-1.0 

0.7 

-7.1 

Gold  (Comex  spot) 

0.5 

_J 

0.1 

Yen6  (per  $US) 

1.6 

11.4 

-8.6 

Oil6  (W  Texas  Intermediate) 

0.6 

_J 

41.6 

-4.2 

The  best  and  v 

rorst  performing  stocks 

Best 

Price 

2-week 
change 

1996 
EPS' 

Worst 

Price 

2-week  1996 
change  EPS' 

Timberland 

34  Vb 

58% 

NA 

Molten  Metal  Technology 

143/4 

-50%     $  0.07 

American  Power  Conversion 

19  7/8 

33  $0.80 

TCSI 

7V2 

-50  0.17 

Syratech 

31 

33 

2.05 

Octet  Communications 

153/4 

-45  1.27* 

Conrail 

93  3/s 

32 

5.02 

Medaphis 

97/8 

-41  0.39 

Chips/Technologies 

19 

30 

1.23* 

TSX 

9Va 

-41  0.96 

The  best  and  worst  performing  industry  factors 

Best 

2-week 
change 

Since 
12/31/95 

Worst 

2-week 
change 

Since 
12/31/95 

Oilfield  services 

9.6% 

50.9% 

Railroads 

-6.5% 

4.7% 

Aluminum 

6.4 

9.8 

Business  services 

-5.1 

18.3 

Misc  mining  metals 

4.5 

3.4 

Business  equipment 

-5.0 

27.7 

Apparel,  textiles 

4.4 

48.0 

Forest  products 

-4.6 

10.3 

Motor  vehicles 

2.6 

9.7 

Iron  &  steel 

-4.5 

-11.1 

Source:  Market  Guide  via  OneSource  Information 
Services. 

Note:  Data  for  period  ending  10/25/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  2Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  =  50  (adjusted),  12/31/82. 4A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  5lndex  of  21 
commodity  futures.  6Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express.  "Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  not  available.  *1997  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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THE  FORBES/UPPER  MOTUAL  FUND  REVIEW 
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When  sales  for  equity  mutual  funds  recovered  after  their 
nosedive  in  July,  growth  funds  and  index  portfolios  were 
among  the  big  winners.  Vanguard's  Index  500  Portfolio 
enjoyed  a  $2.6  billion  asset  increase,  including  $2.2  bil- 
lion in  new  money. 

The  "best-performing"  equity  funds  in  the  table  below 
have  earned  Forbes  grades  of  B  or  better  in  up  and  down 
markets  and  have  beaten  the  market  over  five  years.  First 
Eagle  Fund  of  America  and  Vanguard  Special-Health 
Care  have  made  this  listing  before.  Though  some  of  the 
worst  returns  over  five  years  were  turned  in  by  gold 
funds,  Midas  Fund  is  in  the  top  tier. 


Biggest  asset  gains 


Performance  of  high  vs.  low  P/E  funds 


Forbes  rating 

UP  DOWN 
— markets — 

Fund 

3rd-quarter 
gain 
($mil) 

P/E 

B 

B 

Vanguard  index-500  portfolio 

$2,619 

18.5 

B 

B 

Fidelity  Growth  &  Income 

1,803 

18.2 

A 

C 

Fidelity  Contrafund 

1,651 

16.4 

C 

B 

Washington  Mutual  Investors 

1,346 

17.1 

C 

A 

Janus  Fund 

989 

12.9 

A+ 

F 

AIM  Equity-Constellation  Fund-A 

911 

24.7 

A+ 

D 

Putnam  New  Opportunities-A 

888 

27.6 

C 

B 

Vanguard/Windsor  II 

881 

15.6 

The  best  performers 

Forbes  rating 
UP  DOWN 
— markets — 

Fund 

Total  return5 
5-year  1-year 
(annualized) 

Diversified  equity 

B 

B 

Enterprise  Group-Growth-A 

18.5% 

33.0% 

B 

B 

MFS  Research  Fund-A 

19.4 

26.5 

B 

B 

First  Eagle  Fund  of  America 

20.0 

25.7 

B 

B 

Security  Equity  Fund-A 

17.0 

24.9 

B 

A 

IDS  New  Dimensions-A 

16.8 

24.1 

Foreign  and  sector  funds 

A 

A 

Vanguard  Special-Health  Care 

17.8 

28.0 

A 

B 

PaineWebber  Finl  Svc  Growth-A 

23.0 

23.7 

A 

B 

Hancock  Regional  Bank-A 

27.3 

22.8 

A 

B 

Midas  Fund 

23.5 

22.3 

A 

B 

Invesco  Strategic— Finl  Svcs 

18.9 

21.7 

Fixed  income 

B 

B 

Global  Investment  Plus 

9.7 

14.1 

A 

A 

Fidelity  Advisor  High  Yield-A 

15.1 

14.0 

B 

A 

Merrill  Lynch  Corp-High  Income-D  13.3 

11.7 

A 

A 

Loomis  Sayles  Bond  Fund 

13.9 

11.3 

B 

A 

Janus  Flexible  Income 

10.6 

9.1 

1993 


1994 


1995 


1996 


The  worst  performers 

Forbes  rating 
UP  DOWN 
— markets  — 

Total  return5 
5-year  1-year 
Fund  (annualized) 

Diversified  equity 

D 

c 

Premier  Capital  Growth-A 

6.4% 

-0.7% 

D 

c 

Premier  Strategic  Growth-A 

4.0 

0.6 

D 

D 

Value  Line  Special  Situations 

9.3 

1.3 

C 

C 

Monetta  Fund 

8.4 

1.5 

D 

F 

Bull  &  Bear  Special  Equities 

13.5 

2.8 

Foreign  and  sector  funds 

D 

D 

United  Services-Gold  Shares 

-8.9 

-25.7 

C 

D 

Van  Eck  Intl  Investors  Gold-A 

6.2 

-8.5 

D 

C 

Japan  Fund 

-1.4 

-2.2 

D 

C 

Franklin  Gold  Fund-I 

6.6 

-1.2 

D 

D 

Fidelity  Pacific  Basin 

7.0 

-0.5 

Fixed  income 

C 

D 

Franklin/Templeton  Hard  Currency 

6.6 

-5.2 

c 

D 

PaineWebber  US  Govt  Income-A 

4.0 

2.3 

c 

C 

Common  Sense-Government  Fund 

6.3 

3.5 

c 

C 

Putnam  American  Govt  Inc-A 

5.4 

3.6 
3.7 

c 

c 

Fidelity  Advisor  Govt  Investment-A 

6.5 

Note:  To  be  rated,  equity  funds  must  be  in  existence  since  11/30/87;  taxable  bonds,  9/31/91.  'Monthly  net  sales  of  open-end  funds.  Net  sales  are  purchases  by  investors, 
including  reinvested  dividends,  less  redemptions,  includes  tax-free  and  foreign  bond  funds.  Source:  Investment  Company  Institute.  3LEAR  high-growth-rate  index.  "LEAR  low- 
priced  value  index.  5Period  ended  9/30/96.  Principal  source:  Lipper  Analytical  Services,  Inc. 
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As  you  read  this, 
senior  managers,  government  leaders, 
investors  and  portfolio  managers  in  Asia 

are  reading  Asia  Times 

Now  you  can,  too. 
Every  business  day 


If  you  have  investments  in  Asian  financial 
markets  or  business  interests  in  the  fast- 
growing  economies  of  the  region,  you  need 
Asia  Times. 

Now  also  printed  in  the 
U.S.,  Asia  Times  is  a 
new  business  daily 
covering  the 
economic  dynamics 
of  Hong  Kong,  Singapore, 
Malaysia,  Indonesia,  Thailand, 
China,  Taiwan,  the  Philippines,  Japan, 
Korea,  India,  Vietnam  and  Pakistan. 

You'll  find  up-to-the-minute,  accurate  business 
news  unavailable  from  any  other  publication, 
including: 

♦  Market    Reports,   Growth  Trends, 
Opportunities 

♦  Telecommunications  and  Power  Projects 

♦  Mergers, Acquisitions,  Significant  Launches 

♦  Fiscal, Trade,  Military  and  Social  Policies 

♦  Regional  Equity  and  Bond  Trends 

♦  Political,  Regulatory, Tax  and  Legal  Updates 

♦  Transportation,  Port  and  Airport  Projects 

♦  New  Government  Policies  and  Initiatives 


Try  Asia  Times  for  13  Weeks  at  our  Special 
Introductory  Rate  of  just  $49 — you  save  50% 
Get  the  publication  more  and  more  top  Asian 
decision-makers  are  relying  on  daily.  Mail  or 
fax  the  coupon  below  today  to  receive  your 
copy  of  Asia  Times  for  13  weeks,  Monday 
through  Friday; 


*Same  day  hand 
delivery  available 
in  Manhattan, 
Downtown  Los 
A  ngeles  and 
Downtown  San 
Francisco. 
All  other  areas 
served  by  U.S. 
mail. 


r 


13-Week  Trial  Subscription:  Asia  Times 

YES,  I  want  to  stay  on  top  of  the  economic  and  business  news  in  Asia. 
Send  me  my  13-Week  (Monday-Friday)  Trial  Subscription  to  Asia  Times 
for  only  $49  -  a  50%  saving  off  the  regular  subscription  rate. 

Name:  


Title: 


Company  Name: 
Street:  


Suites 
City: 


.  State: 


Zip 


EH  Enclosed  is  my  check  for  $49  payable  to  Asia  Times 
EH  Charge  my  credit  card: 

□  Visa  □  MasterCard  □  American  Express 


Card  No: 


Exp. 


Signature:  

Fax  to:  (310)  454  2203  Telephone:  1-888-234-USA  (Toll  Free) 

Mail  to:  ASIA  TIMES,  918  Glenhaven  Drive,  Pacific  Palisades,  CA  90272 
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Fund  dumping  ahead 

THE  mess  at  Morgan  Grenfell 
Asset  Management  continues 
to  unfold.  It  makes  two  biotechnol- 
ogy stocks  into  attractive  short-sale 
Candida  ;s. 

In  September  Morgan  Grenfell,  a 
U.K.-based  unit  of  Deutsche  Bank, 
fired  fund  manager  Peter  Young  for 
making  unauthorized  trades  in  two 
funds  he  ran,  totaling  almost  $2  bil- 
lion in  assets. 

That  makes  it  very  likely  that 
some  of  the  more  speculative  stock- 
holdings amassed  by  Young  will  be 
dumped  soon,  if  they  can  be  sold  at 
all.  One  of  the  fund's  big  positions 
was  in  Solv-Ex,  a  moneylosing  high- 
flier that  claims  it  can  profitably 
extract  minerals  from  oil  sands. 
Solv-Ex  shares,  which  traded  as  high 
as  38  this  year,  plunged  to  around 
15  the  day  Deutsche  Bank  revealed 
its  12.4%  stake  in  the  company. 
Fund  manager  Young  reportedly 
masked  ownership  of  the  shares  by 
buying  them  through  a  collection  of 
holding  companies. 

Bang  for  the  buck 

The  rally  in  the  dollar  is 
just  beginning,  says  David 
Abramson  at  ForexCast,  a  Montreal 
currency  newsletter.  He  advises 
clients  to  sell  deutsche  mark  futures 
contracts. 

The  German  mark  has  fallen  in 
the  past  year  from  71  U.S.  cents  to 
66  cents.  The  tight  monetary  policy 
of  1995  that  held  German  interest 
rates  high  is  no  longer.  Western 

On  your  Mark 

Cents  per  Mark  (spot  price) 
75 

Ratio  scale 


'95  '96 

Source:  ForexCast 

Do  as  the  Bundesbankers  do. 

Sell  deutsche  marks  against  the  dollar. 


Don't  short  Solv-Ex — you  could  get 
caught  in  a  short  squeeze.  Do  short 
two  other  companies  in  Young's 
portfolio  that  will  likely  be  unloaded 
by  Morgan  Grenfell  soon;  both  have 
borrowable  shares. 

Oxigene  Inc.  (oxgn)  is  a  hot 
Swedish-American  biotech  compa- 
ny; its  shares  went  from  5%  last  year 
to  a  recent  24^.  The  company  came 
public  in  1993;  three  years  later,  in 
pursuit  of  a  cancer  treatment,  it  has 
no  earnings  but  a  market  capitaliza- 
tion of  close  to  $200  million. 
Morgan  Grenfell  owns  359,000 
shares,  4.7%  of  the  stock  outstand- 
ing.The  shares  can  be  hard  to  find; 
short  with  caution. 

Hybridon  (hybn),  another 
biotech  concern,  came  public  in 
January  at  10  and  now  trades  at  a 
recent  8%.  Morgan  Grenfell  owns 
2.4  million  shares,  almost  10%  of 
the  stock  outstanding.  The  Worces- 
ter, Mass.  company  lost  $35  million 
in  1995.  Without  Young  propping 
up  these  Nasdaq  beauties,  both  are 
vulnerable. 


Europe  is  in  a  recovery  and  the 
Bundesbank  wants  to  boost  German 
exports.  How?  Keep  their  currency 
weak.  This  will  also  help  the  weaker 
French  and  Italian  economies. 

The  U.S.  economy  continues  to 
strengthen;  Abramson  expects  the 
Federal  Reserve  to  raise  interest 
rates  in  spring  1997  to  cool  things 
down.  High  real  rates  of  return  will 
continue  to  pull  foreign  investors 
into  dollar-denominated  assets. 

The  dollar  may  weaken  briefly  if 
the  Democrats  take  control  of  Con- 
gress. But  it  would  recover,  rallying 
for  about  six  months.  ForexCast  rec- 
ommends selling  the  very  liquid 
December  DM  contract  on  the 
Chicago  Mercantile  Exchange,  then 
rolling  this  just  before  expiration 
into  a  March  1997  contract.  One 
contract  controls  125,000  DM, 
roughly  $82,500.  You  must  put  up 
a  minimum  margin  of  $5,000  per 
contract. 

The  December  contract  recently 
traded  at  66.01  U.S.  cents  per 
deutsche  mark.  ForexCasfs  target 
price  is  5  cents  lower.  That  would 
earn  you  $6,250  on  your  $82,500 


position.  If  the  deutsche  mark 
climbed  2  cents — as  much  of  a 
countertrend  as  you  should  have  to 
worry  about,  says  Abramson — you'd 
lose  $2,500  per  contract. 

-Stephen  S.  Johnson 

Take  a  ride  on  Iwerks 

In  five  months  the  shares 
of  Iwerks  Entertainment, 
the  leader  in  ride-simulation  equip- 
ment and  a  significant  player  in  big- 
screen  movie  projection,  have  slid 
from  12  to  below  5,  a  hair  above 
book  value.  Time  to  buy,  says  Red 
Chip  Review  analyst  Dominic 
Marshall. 

Nasdaq-traded  Iwerks  (iwrk)  has 
$22  million  in  cash  and  a  modest 


$3  million  in  debt.  What's  the  trou- 
ble? Growing  pains. 

In  1996  the  Burbank,  Calif,  com- 
pany went  from  selling  big-screen 
projectors  to  owning  and  operating 
theaters.  This  will  make  revenues 
more  dependable  later,  but  the 
investment  will  cut  fiscal  year  1997 
earnings.  Investors  are  also  con- 
cerned about  project  delays  in  China, 
Iwerks'  fastest-growing  market. 

Not  to  worry,  says  Marshall. 
China  is  back  on  track.  Also,  since 
March  Iwerks  has  announced  three 
joint  ventures  for  17  new  simulator 
rides.  One  is  with  CyberDome — a 
futuristic  movie/entertainment 
complex  planned  for  the  old 
Studio  54  space  in  Manhattan. 
Iwerks  will  earn  25%  of  gross  the- 
ater ticket  sales  plus  50%  of  net 
proceeds  from  the  new  rides. 
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Will  folks  flock  to  Iwerks'  loca- 
tions? At  a  recent  theater  opening 
in  Australia,  ticket  sales  exceeded 
projections  by  44%  in  the  first  ten 
weeks  of  operation. 

Another  plus:  In  May  big-screen 
competitor  Imax  lost  a  court  battle 
that  had  kept  Iwerks  from  using 
top-of-the-line  projectors.  This  vic- 
tory could  add  $  1 0  million  in  annu- 
al sales  to  Iwerks'  $53  million. 

Marshall  thinks  Iwerks  will  earn 
37  cents  a  share  in  fiscal  year  1997 
(ending  June  30),  up  from  26  cents 
earned  in  fiscal  year  1996. 

Sell  at  10.  -S.S.J. 

Pay  dirt 

The  $22  billion  garden 
business  is  blooming,  but 
General  Host  Corp.  (gh)  has  gone 
to  seed.  The  Stamford,  Conn,  com- 
pany runs  263  Frank's  Nursery  & 
Crafts  stores  in  16  states;  it  lost  $4.3 
million  on  sales  of  $593  million  last 
fiscal  year.  GH  staggers  under  a  long- 
term  debt-to-equity  ratio  of  1.71. 
The  stock  recently  traded  at  2%. 

Ten  years  ago  it  hit  22.  At  the 
time  Chief  Executive  Harris  Ashton 
was  announcing  plans  to  sell  off 
peripheral  businesses  and  focus  on 
Frank's.  But  Ashton  has  run  Frank's 
into  the  ground:  since  1990  he  has 
earned  more  than  the  company. 

So  why  did  fund  manager  Mario 
Gabelli  up  his  stake  in  General  Host 
in  September?  He  says,  "It's  a  won- 
derful distribution  base  for  someone 
else  to  get  their  hands  on."  Gabelli 
owns  3.4  million  common  shares,  or 
14%  of  the  total  outstanding. 

Is  a  buyout  plausible?  Sure.  In 
September  Sears,  Roebuck  &  Co. 
paid  $415  million  for  Orchard  Supply 
Hardware  Stores  Corp.,  a  $532  mil- 
lion (sales)  retailer  with  a  large 
garden  center.  Orchard  pushes 
strong  service  and  convenient  super- 
market-like locations — exactly 
Frank's  niche. 

An  impediment  to  a  sale  could  be 
Ashton,  who  controls  9%  of  the  stock, 
and  a  pliant  board,  including  his 
daughter  and  a  handful  of  fellow  Yalies, 
Class  of '54.  His  contract  will  end  in 
December  1997,  when  he'll  be  65. 
Even  absent  a  buyout,  the  stock 
would  surely  perk  up  once  he's  out. 

-Carolyn  T.  Geer  m 

Forbes  ■  November  18,  1996 


Off-the-rack 
solutions 
belong  here! 


Since  no  two  investors  are  ever  com- 
pletely alike,  standardized  solutions  for 
capital  enhancement  can  often  lead  to 
frustration. 

At  Bank  Julius  Baer,  each  portfolio  is 
individually  structured  to  create  a  snug 
fit  for  long-term,  after-tax  performance. 
International  wealth  management 
is  our  strength.  Personalized  service  is 
our  commitment.  Just  call: 

New  York: 

Balz  Eggimann  (212)  297  36  00 
Palm  Beach: 

Michael  Blank  (407)  659  44  40 
Los  Angeles: 

Pius  Kampfen  (310)  286  02  01 
Montreal: 

Karel  Nemec  (514)  395  20  20 

JBcoB 


BANK  JULIUS  BAER 

The  Fine  Art  of  Swiss  Private  Banking 

Group  Presence:    Zurich    Geneva    London    New  York    Frankfurt    Lugano    Monaco  Guernsey 
Montreal    Grand  Cayman    Palm  Beach    Los  Angeles   San  Francisco    Mexico    Hong  Kong 

http://www.juliusbaer.com 


Education? 
Retirement? 
Peace  of  Mind? 

You  have  your 
reasons. 


Whether  it's  for  education, 
retirement  or  simply  for  the 
peace  of  mind  that  comes  from 
knowing  your  money  will  be 
there  when  you  need  it. 

Ask  your  employer  or  banker 
about  saving  with 
U.S.  Savings  Bonds. 


merica  \J»  I 


Take 
Stock 

'"America 
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A  public  service  of  this  magazine 


Groundfloor 
Investment 
Opportunity  in  $2.5 
Billion  Substance 
Abuse  Testing  Market 


American  Bio  Medica  Corp.  has 
just  brought  to  market  a  low 
cost,  100%  accurate  Rapid  Drug 
Screen  Kit  that  could  rcvpJutAQni.ze 
the  $2.5  billion  drug-testing  industry. 

ABMC's  product  will  be  used  jrjjhe. 
workplace  to  test  tor  the  five  drugs 
mandated  by  the  National  Institute  of 

Drug  Abuse.  Results:  5  minutes. 
Accuracy:  100%.  Cost:  $10-$15/test. 


NASDAQ  BB  Symbol:  ABMC 


For  Investor  Kit  Call: 
Toll  Free:  888-433-3077 
http://www.otcfn.com 


Shares  of  ABMC  are  currently  under  $10.00 


POINT 


Commerzbank's  focus  on  German 
and  European  economic  issues 


Berlin: 

current  strengths 
combine  with 
future  potential 


Undoubtedly,  the  fall  of  the  Berlin  Wall  in  1989  marked 
the  beginning  of  an  entirely  new  chapter  in  the  city's  his- 
tory. However,  since  then  the  euphoria  that  was  fuelled 
by  the  initial  excitement  about  unification  has  tended 
to  make  way  for  a  more  sober  view  of  things.  Forty  years 
of  division  and  relative  isolation  have  left  their  mark  on 
the  city  and  the  already  strained  condition  of  the  public 
finances  imposes  fairly  tight  limits  on  government 
spending.  Nevertheless,  in  the  years  ahead,  Berlin's  rich 
tradition  as  a  business  and  cultural  location  should 
again  make  united  Germany's  capital  one  of  Europe's 
most  vibrant  cities. 


Despite  the  enforced  isolation  of 
the  Cold  War  period,  Berlin  today 
is  one  of  Germany's  liveliest  busi- 
ness locations  and  industrial  pro- 
duction sites.  Although  the  main 
emphasis  is  now  on  services,  the 
city  has  preserved  and  even 
enhanced  its  reputation  as  a  hub 
of  industry.  Around  160,000  of 
Berlin's  1.5  million  gainfully 
employed  work  in  manufactur- 
ing. At  the  same  time,  the  city  has 
some  100,000  smaller  businesses 
and  roughly  25,000  craft  enter- 
prises, which  also  play  an  import- 
ant role  as  providers  of  jobs. 


International  presence: 

Almaty,  Amsterdam, 
Antwerp.  Atlanta,  Bangkok, 
Barcelona,  Beijing,  Beirut, 
Bombay,  Bratislava,  Brussels, 
Budapest,  Buenos  Aires,  Cairo, 
Caracas,  Chicago,  Copenhagen, 
Dublin,  Geneva,  Gibraltar, 
Grand  Cayman,  Hong  Kong, 
Istanbul,  Jakarta,  Johannes- 
burg, Kiev,  Labuan,  London, 
Los  Angeles,  Luxembourg, 
Madrid,  Manama,  Mexico  City, 
Milan,  Minsk,  Moscow,  New 
York,  Novosibirsk,  Osaka, 
Paris,  Prague,  Rio  de  Janeiro, 
Sao  Paulo,  Seoul,  Shanghai, 
Singapore,  St.  Petersburg. 
Sydney,  Taipei,  Tehran,  Tokyo. 
Toronto,  Warsaw,  Zurich. 


But  services  represent  the 
largest  sector  in  Berlin's  econ- 
omy, and  those  with  an  industrial 
orientation  have  especially  great 
scope  for  development.  The  ter- 
tiary sector  as  a  whole  will  ben- 
efit substantially  from  the  federal 
government's  move  to  Berlin  by 
the  turn  of  the  century  -  the  sig- 
nificance of  which  is  also  under- 
lined by  the  growing  role  of  the 
media  in  the  local  economy. 

Since  the  Wall  came  down, 
Berlin  has  attracted  over  400 
investment  projects,  domestic 
and  foreign,  which  testifies  to  the 


One  of  Berlin's  acknowledged 
strengths  is  the  availability  of 
technological  know-how.  Growth 
industries  are  encouraged,  with 
special  emphasis  on  new  technol- 
ogies -  in  the  areas  of  informa- 
tion and  communications,  trans- 
port, medicine  and  the  environ- 
ment. Here,  the  strong  links 
between  business  and  science,  in 
the  form  of  the  city's  renowned 
universities  and  research  insti- 
tutes, pay  dividends. 

Last  but  not  least,  Berlin  has 
a  major  natural  asset  thanks 
to  its  location  between  Western 


Major  domestic  and  international  companies  in  Berlin 

Workforce 

 20,000  I 

Siemens  (Electrical  engineering,  electronics) 

 9,500  I 

Daimler-Benz  (Automotives,  traffic) 

 7,000  | 

Veba  (Trade,  services) 

 6,230  | 

Schering  (Pharmaceuticals) 

 1 2,500 

Herlitz  (Consumer  goods) 
 1 1,800 


Otis  (Elevators) 
 1 1,730 

ABB  (Transport,  environment,  traffic  engineering) 

 1 1,300 

Schindler  (Elevators) 


basic  optimism  of  German  and 
international  investors  regard- 
ing the  city's  economic  future. 
And  there  are  a  number  of  solid 
reasons  for  this  fundamentally 
positive  outlook. 

For  one  thing,  the  city  has  a 
highly  qualified  workforce. 
Unlike  many  of  its  competitors,  it 
does  not  suffer  from  a  shortage  of 
skilled  personnel.  For  another, 
businesses  find  that  relocation 
poses  no  great  problem  as  even 
inner-city  sites  can  still  be  found 
relatively  easily  and  planners  are 
able  to  draw  upon  large  reserves 
of  unused  land.  What  is  more, 
government  promotion  schemes 
cover  as  much  as  50%  of  the 
amount  invested  as  part  of  an 
attempt  to  overcome  more  rapid- 
ly the  problems  of  adjustment  - 
in  particular,  a  higher-than-aver- 
age  level  of  unemployment. 


Europe  and  the  emerging  econ- 
omies to  the  east.  And  as  the  for- 
mer Eastern  bloc  becomes  in- 
creasingly integrated  into  Euro- 
pean regional  structures  and  the 
global  economy,  the  city's  excel- 
lent communications  and  con- 
siderable experience  as  a  host  to 
trade  fairs  and  international  con- 
gresses make  it  an  ideal  meeting 
place  for  East  and  West. 

For  more  information 
about  our  banking  and 
financial  services, 
contact  Commerzbank's 
Corporate  Communications 
Department,  Frankfurt. 
Fax  +496913  62-98  05 

For  more  information 
about  Berlin,  contact 
Berlin  Economic  Develop- 
ment Corporation, 
Fax  +4930  39980239 
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German  know-how  in  global  finance 


THE  CONTRARIAN 

Fear  of  inflation 


BY  DAVID  DREMAN 


David  Dreman  is 
chairman  of  Dreman 
Value  Advisors, 
Investment  Counsel, 
New  Jersey,  and  author 
of  The  New  Contrarian 
Investment  Strategy. 


Recent  economic  data  released  in 
Washington  have  pointed  toward  slightly 
lower  than  expected  inflation.  Jumping  on 
the  data,  many  traders,  investors  and  econo- 
mists have  concluded  that  the  pressure  of  ris- 
ing prices  is  over.  Down  have  dropped  yields 
on  long  Treasurys,  to  6.7%  from  over  7%  a 
few  weeks  ago.  Up  have  jumped  the  Dow 
Jones  industrials,  to  over  6000. 

Is  this  justified?  No.  People  build  too  much 
of  a  case  on  these  short-term  "flash"  indica- 
tors, such  as  the  cpi,  the  ppi,  employment  or 
unemployment  figures.  These  numbers  can 
reverse  themselves,  often  dramatically,  within 
months.  Initial  economic  and  Fed  numbers, 
for  example,  often  are  revised  substantially  for 
weeks  and  sometimes  months  after  their 
release,  as  new  and  more  in-depth  informa- 
tion flows  in.  Thus,  a  major  reported  increase 
in  the  money  supply  can  soon  be  changed 
into  a  decrease.  A  large  drop  in  leading  indi- 
cators can  easily  become  a  moderate  increase. 

Treating  the  often  minuscule  differences 
from  expected  figures  as  the  establishment  of 
a  new  trend  rather  than  simply  a  squiggle  in 
the  monthly  numbers  can  be  costly.  Yet  this  is 
a  common  game  played  on  The  Street. 

Smart  investors  can  turn  the  crowd's  knee- 
jerk  reactions  to  the  latest  data  releases  to 
their  advantage.  Recent  indicators  that  infla- 
tion is  down  and  production  is  slowing  do 
not  compute  with  the  steady  economic 
progress  of  the  past  five  years,  the  drop  in  the 
rate  of  unemployment,  the  rise  in  capacity 
utilization,  the  slow  but  steady  increase  in  the 
cost  of  labor  or  the  rise  for  over  a  year  in 
commodity  prices. 

No,  I  wouldn't  bet  that  all  is  quiet  on  the 
inflationary  front.  Prices  could  again  begin  to 
rise  fairly  quickly  because  of  the  steadily 
improving  economy.  If  they  do,  interest  rates 
are  likely  to  bounce  higher  again,  and  inter- 
est-sensitive stocks  could  be  hit. 

What  should  you  do?  If  you  don't  have  to 
worry  about  the  punitive  taxes  on  short-term 
capital  gains,  start  taking  some  profits  on 
stocks  that  rocketed  almost  out  of  sight. 
Candidates  for  sale:  Intel  at  104,  and 
Compaq  at  67  (both  recommended  in  my 
Forbes  column  on  Mar.  11,  at  57  and  49, 
respectively).  If  there  are  any  disappoint- 
ments on  the  inflation  front,  these  stocks  are 
prime  targets  to  be  hit. 

If  you  are  a  long-term  investor,  this  is  not 


the  time  to  put  more  money  into  stocks  that 
are  moving  up  in  the  belief  that  inflation  will 
be  held  in  check  for  years.  The  falling-infla- 
tion news  is  already  in  these  stock  prices,  driv- 
ing them  higher.  When  a  few  inflation-sensi- 
tive indicators  come  in  worse  than  expected, 
you  should  get  a  first-rate  buying  opportunity 
on  some  interest-sensitive  issues.  Here  are  a 
number  of  names  I  would  keep  handy: 

Fannie  Mae  (38)  and  Freddie  Mac  (99),  the 
nation's  first-  and  second-largest  originators  of 
mortgage-backed  securities,  have  shown  15% 
to  20%  annual  gains  for  decades,  but  both 

This  is  not  the  time  to  put  more 
money  into  stocks  that  are  moving 
up  in  the  belief  that  inflation  will  be 
held  in  check  for  years. 


trade  at  below-market  p/es.  fnm,  at  a  p/e  of 
17,  yields  2%,  and  fre,  at  15,  yields  1.5%. 
Both  should  continue  to  have  above-average 
growth  rates  over  time.  They're  certainly 
worth  buying  if  prices  dip  10%  or  more. 

Banks  sold  for  p/es  of  12  to  14  back  in  the 
early  1980s,  before  the  great  bull  market 
began.  Even  with  the  enormous  romp  in  the 
last  22  months  (the  bank  stock  index  is  up 
over  75%),  most  banks  still  trade  at  p/es  of 
under  13.  Yet  yields  on  bank  stocks  are  40% 
to  50%  higher  than  those  of  the  major  aver- 
ages; dividends  are  increasing  steadily;  price- 
to-book  ratios  are  half  that  of  the  S&P.  If 
investors  knock  the  banks  down  on  rekindled 
fears  of  inflation  and  rising  rates,  I  would 
look  at  these: 

First  Chicago  nbd  (50)  is  the  nation's  sixth- 
largest  bank  holding  company.  Earnings 
should  be  up  better  than  25%  this  year  with 
another  double -digit  gain  likely  in  1997.  FCN 
trades  at  13  times  earnings  and  yields  2.9%. 

First  Union  Corp.  (71)  is  another  of  the 
country's  largest  regionals  that  should  contin- 
ue to  show  10%-plus  earnings  growth  over 
the  next  several  years  at  the  least,  ftu  trades 
at  a  p/e  of  12  and  yields  3.2%. 

NationsBank  (92)  has  been  knocked  from 
its  highs  recently  because  of  the  proposed 
merger  with  Boatmen's  Bancshares  (recom- 
mended in  my  Jan.  1,  column).  NB  should 
still  show  an  earnings  increase  of  close  to  10% 
in  1996,  with  further  gains  ahead.  It  trades  at 
a  p/e  of  1 1  and  yields  2.7%.  BB 
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Bullish  on  the  buck  (II) 


1| 


Andrew  J.  Krieger  is 
managing  director 
of  KB  Currency 
Advisors,  Inc.,  a  foreign 
currency  investment 
management  and 
hedging/overlay  firm 
based  in  Fort  Lee,  N.J. 
He  is  author  of 
The  Money  Bazaar. 


In  my  i AST  column  I  made  the  case  for  sell- 
ing Swiss  francs  and  buying  dollars  (Forbes, 
Nov.  4).  The  case  for  a  stronger  dollar  relative 
to  the  Japanese  yen  is  just  as  compelling, 
maybe  more  so. 

During  1996  the  dollar  has  been  working 
its  way  higher  against  the  yen  in  a  laborious, 
begrudging  fashion.  The  dollar  recently  hit  a 
42-month  high  at  114.90  ¥/$.  The  move 
from  the  year's  low  of  103.40  to  the  recent 
high — the  volatility — has  been  small  by  his- 
toric standards  (just  11%).  Even  so,  when 
you  factor  in  the  500  extra  basis  points  of 
interest  you  get  on  dollar  assets  versus  yen 
assets,  currency  investors  have  earned  nearly 
16%  going  short  yen  and  long  dollars  during 
the  year.  Not  a  bad  return  in  a  currency  year 
marked  by  compressed  trading  ranges  and 
low  volatility. 

But  I  think  the  dollar's  recovery  has  a  lot 
further  to  go.  In  the  June  17  issue  of  Forbes 
I  suggested  that  the  dollar  could  trade  as  high 
as  130  or  140  ¥/$  over  the  next  several  years. 
I  still  firmly  believe  that.  In  fact,  I  think  we 
will  see  the  yen  fall  below  125  to  the  dollar 
within  a  year. 

There  are  several  factors  that  make  me  bear- 
ish on  the  yen  and  bullish  on  the  buck,  but  the 
primary  force  will  be  the  enormous  capital 
flows  that  will  pour  out  of  Japanese  financial 
institutions  over  the  next  two  years.  Japanese 
investors  need  higher  returns,  and  the  5%  inter- 
est rate  advantage  that  the  U.S.  currently  offers 
will  be  a  powerful  magnet  for  these  funds. 

I  estimate  the  total  amount  of  foreign  assets 
held  by  Japanese  portfolios  will  increase  from 
5%  of  the  total  today  to  15%  by  1999.  This 
shift  represents  a  capital  outflow  in  excess  of 
$120  billion  from  the  yen  into  other  curren- 
cies. Yen  sales  of  this  magnitude  will  surely 
weaken  the  Japanese  currency  while  strength- 
ening the  currencies  into  which  the  institu- 
tions move.  To  a  large  extent,  they'll  be 
buying  dollars — to  pick  up  that  extra  500 
basis  points  of  yield,  and  because  they'll  be 
fairly  confident  that  their  principal  will  be  safe 
because  of  the  firm  dollar. 

Is  15%  unrealistically  high?  No.  Remember, 
Japanese  institutions  had  15%  of  their  money 
in  foreign  assets  in  the  late  1980s,  before  the 
great  deflationary  implosion  in  Japan  forced  a 
massive  repatriation  of  their  foreign  holdings. 

Politically,  too,  the  signs  point  to  a  weaker 
yen  and  a  stronger  dollar.  Japan's  trade  surplus- 


es are  ebbing,  reducing  Washington's  heat  on 
Japan  to  push  up  the  yen.  And  with  so  many 
distressed  real  estate  and  other  loans  around, 
Japan's  balance  sheet  problems  have  been  pri- 
vately described  by  Washington  officials  as  the 
equivalent  of  the  "U.S.  Savings  &  Loan  prob- 
lem times  three."  It  will  take  many  years  before 
Japan's  banking  system  is  healthy  again.  Until 

I  think  the  dollar's  recovery 
has  a  lot  further  to  go.  I  think 
we  will  see  the  yen  fall  below 
125  to  the  dollar  within  a  year. 

that  occurs,  the  Japanese  and  the  Americans 
have  a  common  interest  in  a  much  stronger 
dollar  and  a  weaker  yen.  Short-term  interest 
rates  in  Japan  are  roughly  one-half  percent,  and 
they  will  remain  very  low  until  the  economic 
recovery  becomes  far  more  solid. 

Other  currencies  will  also  benefit  relative  to 
the  yen,  though  not  necessarily  the  dollar.  The 
British  pound  is  a  particular  favorite  among  the 
Japanese  pension  managers  because  of  the 
U.K.'s  high  yields  and  liquid  bond  markets. 
Sterling  also  offers  an  attractive  alternative  to 
investors  who  want  a  European  investment  but 
without  the  potential  volatility  of  the  EMU.  One 
caveat  here:  As  the  U.K.  moves  toward  its 
spring  election,  the  luster  of  the  pound  will 
diminish  somewhat;  but  until  then  it  will  be  a 
very  solid  performer  against  the  yen,  the 
French  and  Swiss  francs,  and  the  German  mark. 

Here's  one  way  to  play  the  dollar  against  the 
yen:  Buy  one-year  dollar  call  options  against  the 
yen,  at  a  strike  price  of  120  ¥/$.  (These  options 
trade  over-the-counter;  you  can  find  similar 
instruments  on  the  Philadelphia  and  Chicago 
options  exchanges.)  With  the  yen  now  at 
114.40,  these  dollar  calls  are  out-of-the-money 
and  not  very  expensive.  They'll  cost  about  0.9% 
of  the  face  amount  of  the  contract — about 
$90,000  per  $10  million  contract. 

If  the  yen  drops  to  121.08  within  12 
months,  you'll  make  back  your  premium.  If  it 
drops  to  125  to  the  dollar  before  the  option 
expires,  the  contract  will  have  earned  about 
$400,000.  If  I'm  wrong  and  the  yen  remains 
below  120  to  the  dollar,  you'll  be  out  your 
$90,000  premium. 

The  dollar's  recovery  against  the  yen  and 
Swiss  franc  may  prove  to  be  a  bit  choppy  and 
erratic,  but  stay  with  these  trades.  The 
risk/reward  is  in  your  favor.  WM 
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When 
Important 
Meetings  Take 
Place  In  Seattle, 
They  Happen 
Here. 


An  architectural  masterpiece  perched  on 
Seattle's  spectacular  waterfront,  Bell  Harbor 
International  Conference  Center  fosters  the 

5 exchange  of  ideas  and  information  in  a 
venue  refreshingly  free  of  distractions. 
Consider:  Leading  edge  hardware, 
I*  software  and  digital  electronics  for  total 
control  of  your  meeting  environment. 
Simultaneous  interpretation  equipment 
for  six  languages.  Attention  to  detail  —  horn  the 
conference  room  to  the  dining  room  —  by  a  staff 
dedicated  to  your  meetings  success.  Not  to  mention 
breathtaking  waterfront  and  mountain  views. 

It's  no  accident  that  leaders  from  around  the 
globe  have  embraced  Bell  Harbor  for  meetings 
that  matter.  Shouldn't  you? 


HarboR 

INTERNATIONAL 
CONFERENCE 
CENTER 


Pier  66  22  11  Alaskan  Way 
Seattle,  WA  98121-1  604  USA 
telephone  2  06-441-6666 
facsimile  206-441-6665 
e-mail:  info@bellharbor.org 


Call  Shelley  Carter,  Director 
of  Sales  &  Marketing, 
206.441  .6666 


Where  The  World  Meets 


A  Port  of  Seattle  Property  Operated  by  CRG  Hospitality 


access 


distributed  These  days,  you  hear  a  lot  of  companies  talk 

^^^^■■^Sk  about  open  system  computing  philosophies,  and 

while  Compaq  was  one  of  the  early  pioneers,  we 
believe  that  it's  time  to  take  a  big  step  farther. 
To  an  open  business  philosophy.  A  philosophy 
that  begins  with  something  we  call  Distributed  Access. 

Distributed  Access  is  not  a  canned  solution.  It's  not  a  new  piece 
of  hardware  or  software  or  a  sales  force.  It's  an  idea  literally  based 
in  decentralized  network  computing  environments  and  figuratively 
based  in  distributing  access  across  companies  and  continents  to  the 
people  who  need  it.  It's  a  new  model  of  computing  that  offers  the 
control  of  traditional  legacy  systems  and  the  added  flexibility  and  free- 


f    companies.    Those    who    have  access 


dom  to  help  you  connect  people  to  people  and  people  to  information. 

How  can  we  do  that?  By  taking  the  time  to  understand  not  just 
your  computing  needs  today,  but  the  direction  of  your  entire 
company.  Knowing  where  you  want  to  go  and  how  you  want  to 
get  there.  But  most  of  all,  by  knowing  that  what's  truly  important 
isn't  computers  or  computing,  it's  information. 

Finding  it.  Shaping  it.  Protecting  it.  Distributing  it.  Across 
the  hall  or  across  the  globe.  If  information  is  the  engine  that  runs 
today's  successful  businesses,  Distributed  Access  is  the  fuel. 

Our  goal  is  to  make  information  flow  faster,  farther,  better. 
When  the  information  that  you  need,  anywhere  in  your  company, 
anywhere  in  the  world,  is  as  easy  to  access  as  the  evening  news, 
we'll  consider  that  a  job  well  done. 


And  a  benchmark  to  beat. 


COMPAQ 


Has   It   Changed   Your   Life  Yet? 

www.compaq.com 

3 1996  Compaq  Computer  Corporation.  All  rights  reserved.  Compaq  registered  U.S.  Patent  and  Trademark  ( Hhcc  Distributed  Access 
a  registered  trademark  of  Compaq  Computer  Corporation  For  more  inlormation  about  Distributed  Access,  call  us  at  1-800  i9i-888i 
i  Canada,  vse  lan  be  reached  at  1-800-567-1616. 
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WAIL  STREET  IRREGULAR 

New  tool  for 

contrarians 


Here's  a  riddle  from  the  land  of  investment 
letters:  Why  is  it  that,  on  the  one  hand,  virtu- 
ally every  one  of  today's  letters  that  have  been 
around  since  the  1973-74  bear  market  is  a 
firm  believer  in  stock  market  timing?  And 
why,  on  the  other  hand,  do  so  many  of  the 
stock  market  letters  that  have  been  launched 
since  the  1987  crash  believe  equally  firmly  in 
buying  and  holding? 

My  answer:  Market  timing's  popularity  fol- 
lows a  historical  cycle  of  its  own.  After  sus- 
tained bull  markets,  market  timing  falls  into 
widespread  disrepute  and  buying  and  holding 
becomes  very  popular.  After  secular  bear  mar- 
kets like  1973-74,  in  contrast,  market  timing 
enjoys  a  dramatic  renaissance  and  the  buy- 
and-holders  disappear. 

We  can  become  better  investors  by  using 
what  I  call  the  Market  Timing  Popularity 
Cycle  as  a  contrarian  indicator.  Instead  of 
being  swept  up  by  what  is  currently  die  con- 
ventional wisdom  about  market  timing,  we 
can  use  whichever  view  is  popular  as  an  insight 
into  where  we  are  in  a  particular  market's 
cycle.  Based  on  current  attitudes  in  the  stock 
and  gold  markets,  I  think  we  are  now  in  a 
topping  process  for  stocks — and  a  bottoming 
process  for  gold. 

We  can  become  better 
investors  by  using  what  I 
call  the  Market  Timing 
Popularity  Cycle  as  a 
contrarian  indicator. 

To  understand  why  I  reach  this  conclusion, 
consider  recent  attempts  to  time  the  U.S. 
stock  market.  It's  immediately  obvious  why 
buying  and  holding  is  currently  so  popular 
with  the  newer  letters  in  the  stock  market. 
The  Hulbert  Financial  Digest  investment 
letter  monitoring  service  reports  that,  on  a 
pure  timing  basis,  just  3%  of  the  stock  timing 
strategies  tracked  over  the  last  five  years  have 
done  better  than  a  buy-and-hold  approach. 
The  percentage  of  timers  beating  a  buy-and- 
hold  over  the  last  eight  years  also  is  strikingly 
low,  at  just  3%. 

Contrast  this  with  the  situation  that  exists 
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currently  in  the  gold  market.  Over  the  last 
five  years  89%  of  the  gold  timing  strategies 
the  hfd  follows  have  beaten  a  buy-and-hold 
approach.  Over  the  last  eight  years,  further- 
more, every  timer  has  beaten  a  buy-and- 
hold.  In  consequence  virtually  every  investor 
in  the  gold  arena  believes  firmly  in  market 
timing.  A  believer  in  buy-and-hold  gold  can't 
be  found. 

This  hasn't  always  been  the  case.  Consider, 
for  example,  the  equity  markets  in  the  late 
1960s  and  early  1970s,  a  period  in  which  the 
broad  stock  market  suffered  a  severe  and  sus- 
tained bear  market.  By  the  time  of  the 
December  1974  bottom,  according  to 
Investors  Intelligence,  there  were  virtually  no 
believers  in  buy-and-hold  at  all.  Everyone  had 
become  a  market  timer — at  precisely  the  time 
when  a  buy-and-hold  would  have  become 
very  profitable,  indeed. 

By  the  same  token,  buying  and  holding  was 
popular  in  the  gold  arena  during  the  decade 
of  the  1970s.  Harry  Schultz,  editor  of  the 
International  Harry  Schultz  Letter,  perfectly 
captured  the  prevailing  mood  when  in  1981 
he  described  how  hard  it  was  for  him  to  turn 
bearish  on  gold:  "If  gold  were  digestible,  I'd 
eat  it.  If  it  were  female,  I'd  marry  her."  Turn- 
ing bearish  "feels  like  selling  my  mother  into  a 
workhouse." 

Few  gold-oriented  advisers  were  willing  to 
do  what  Schultz  did.  Predictions  of  $5,000 
gold  were  commonplace.  Why  should  they 
concern  themselves  with  trying  to  time  gold's 
short-term  gyrations  with  those  kinds  of  prof- 
its in  store? 

Of  course,  today's  disavowals  of  market 
timing  appear  in  the  equity  arena  rather  than 
in  the  gold  market.  Just  as  gold  timers  had 
fallen  in  love  with  gold  20  years  ago,  current 
investors  have  fallen  in  love  with  stocks.  Cor- 
rections are  viewed  as  buying  opportunities  in 
the  inexorable  march  upward. 

It's  at  times  such  as  these  that  the  Market 
Timing  Popularity  Cycle  is  helpful.  That  cycle 
predicts  that  stock  investors'  current  beliefs  in 
buying  and  holding  will  be  nearly  extinct  at 
the  bottom  of  the  next  equity  bear  market.  To 
put  it  another  way,  there  will  be  a  point  some- 
time in  the  future  when  all  but  the  most 
diehard  of  today's  believers  in  buy-and-hold 
will  become  stock  market  timers. 

Keep  this  in  mind  the  next  time  you  are 
confronted  by  someone  arguing  for  buy-and- 
hold — that  every  market  dip  is  a  great  oppor- 
tunity to  load  up  with  stocks.  And  while 
you're  at  it,  take  a  look  at  a  few  of  the  stock 
market  timers  who  have  beaten  a  buy-and- 
hold  over  the  last  decade.  Two  that  stand  out 
are  Gerald  Appel's  Systems  &  Forecasts,  and 
Michael  Burke's  Investors  Intelligence.  H 
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In  my  last  column  I  argued  that  after  man- 
agers' fees  and  state  and  local  income  taxes, 
investors  are  better  off  in  Treasurys  than  in 
high-grade  corporate  bond  mutual  funds 
(Forbes,  Oct.  21).  Some  readers  have  retorted 
that  individual  investors  buy  bond  mutual 
funds  not  just  for  the  best  net  returns,  but 
also  to  spread  their  risks  around. 

I  have  some  bad  news  for  people  who  make 
this  case.  Some  bond  funds  aren't  as  safe  as 
they  look  and  it's  hard  to  tell  which  ones  they 
are.  Even  the  professionals  can't  tell  what  risks 
a  fund  manager  is  taking  without  putting  the 
whole  portfolio  through  a  computer. 

Suppose  you  want  to  find  out  how  risky 
your  bond  fund  is.  First  you  have  to  know  the 
fund's  duration — its  exposure  to  interest  rate 
fluctuations.  This  information  doesn't  typical- 
ly appear  in  the  prospectus;  it  requires  a 
phone  call  to  the  manager.  The  broad  bond 
market  has  a  duration  of  about  5 — that  is,  a 
portfolio  mirroring  the  overall  market  would 
lose  or  gain  about  5%  in  price  for  every  per- 
centage point  change  in  interest  rates. 

Then  you  check  out  the  fund's  volatility 
over  time.  The  usual  risk  measure  here  is  the 
standard  deviation  of  returns.  A  figure  of  10%, 

You  know  your  bond  fund's  level  of 
interest  rate  exposure  and  its  past 
volatility.  But  do  you  really  know 
what  your  risks  are? 


for  example,  means  that  there's  roughly  a 
l-in-3  probability  that  the  fund's  return  in 
any  year  will  vary  by  more  than  10  percentage 
points  from  its  long-term  trend. 

Now  you  know  the  fund's  level  of  interest 
rate  exposure  and  its  past  volatility.  But  do 
you  really  know  what  your  risks  are?  Not 
according  to  Ronald  Kahn,  research  director 
at  the  consulting  firm  Barra.  In  a  recent  study 
(free  on  the  Internet  at  www.barra.com), 
Kahn  shows  that  past  volatility  is  a  poor  guide 
to  future  volatility. 

Among  a  long  list  of  examples,  Kahn  cites 
Piper  Jaffray's  ill-fated  government  bond 
fund.  Reaching  for  yield,  the  fund  bought 
mortgage  derivatives  guaranteed  by  U.S.  gov- 
ernment agencies.  Strictly  speaking,  these 
were  government  bonds  by  the  fund's  defini- 
tion. Then  the  mortgage  derivative  market 
blew  up  in  April  1994,  and  the  value  of  the 


portfolio  collapsed.  Yet  right  up  until  the 
moment  of  the  crash  the  Piper  Jaffray  fund 
showed  low  past  volatility.  (Hedge  funds  are 
now  forming  to  take  advantage  of  the  cheap- 
ness of  mortgage  derivatives.) 

The  Securities  &  Exchange  Commission  is 
looking  for  the  ideal  risk  measure  for  bond 
mutual  funds.  There  isn't  one.  Nothing  short 
of  examining  the  whole  portfolio  in  detail  will 
tell  you  all  that  could  go  wrong  with  it. 

What's  the  individual  investor  to  do?  First, 
look  at  all  three  basic  measures  of  risk:  aver- 
age credit  quality,  duration  and  past  volatili- 
ty. Next,  be  mindful  of  the  fact  that  the 
market  environment  could  change  in  a  big 
way,  making  these  traditional  measures  of 
risk  much  less  reliable.  Pension  funds,  insur- 
ance companies  and  mutual  funds  have  all 
been  buying  the  same  bonds  (mostly  high- 
grade  corporates).  If  credit  quality  deterio- 
rates as  the  economy  turns  down,  the  same 
bullish  managers  all  will  try  to  get  out 
through  the  same  keyhole.  The  resulting 
squeeze  could  leave  risk  measurement  in 
a  shambles. 

Finally,  diversify,  but  not  aimlessly.  You 
don't  need  high-grade  bond  funds  for  diversi- 
fication. You  can  get  better  combinations  of 
risk  and  reward  with  a  blend  of  junk  bond 
funds,  mortgage -backed  bonds  and  Treasurys. 

Junk  bonds  and  mortgages  are  a  good 
blend,  because  they  reflect  quite  different 
risks.  Government-guaranteed  mortgage  pass- 
throughs  issued  by  Ginnie  Mae,  Fannie  Mae 
or  Freddie  Mac  bear  no  credit  risk.  Their  risk 
is  two-sided:  A  risk  that  prices  will  fall  if  rates 
climb  sharply  and  a  risk  that  investors  will 
have  to  reinvest  principal  at  a  lower  rate  if 
homeowners  pay  their  mortgages  early 

If  you  hold  a  high-grade  corporate  bond 
fund,  I  recommend  selling  most  of  it  and  allo- 
cating your  bond  assets  in  the  following 
manner:  20%  to  the  high-grade  corporate 
bond  fund;  30%  to  a  junk  bond  fund;  25%  to 
mortgage  passthroughs  bought  directly  from 
a  broker;  25%  to  five-year  Treasurys  bought 
directly.  Buy  an  assortment  of  Fannie  Mae  and 
Freddie  Mac  passthroughs  with  coupons  rang- 
ing between  7%  and  9%. 

According  to  my  calculations,  this  sort  of 
portfolio  has  an  expected  total  return  of 
around  8%  after  allowing  for  some  default 
losses  and  some  damage  from  mortgage  pre- 
payments. That  compares  favorably  with  the 
return  you  can  expect  from  a  high-grade  bond 
fund,  and  you  will  subject  yourself  to  less 
volatility  along  the  way.  H 
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In  June  of  last  year  the  Templeton  Russia 
Fund  went  public,  providing  individual 
investors  with  the  first  opportunity  to  invest 
in  a  professionally  managed,  diversified  port- 
folio of  Russian  stocks. 

But  there  was  a  statement  in  bold  letters  on 
the  cover  of  the  prospectus  warning  that 
"These  Securities  Are  Highly  Speculative." 
Inside,  22  special  risk  factors  were  listed,  rang- 
ing from  political  instability  to  crime  and  cor- 
ruption. With  such  an  array  of  concerns,  why 
would  anyone  want  to  invest  in  Russia? 

There  are  many  good  reasons.  Russia  is  the 
largest  country  in  the  world,  spanning  2  con- 
tinents and  1 1  time  zones.  It  is  a  country  rich 
in  natural  resources,  including  the  largest 
proven  reserves  of  oil  and  natural  gas  and 
one -third  of  the  world's  coal  reserves.  It  is 
rich  in  other  minerals,  ranging  from  iron  ore 
to  gold.  It  possesses  20%  of  the  forests  in  the 
world.  Russia  is  the  sixth  most  populous 
nation;  its  people  are  skilled  and  well-educat- 
ed. It  boasts  that  it  has  the  world's  highest 
literacy  rate  at  99%. 

The  most  important  reason,  however,  sup- 
porting the  positive  case  for  Russian  stocks 
has  to  do  with  valuation.  This  may  well  be  the 
cheapest  market  in  the  world,  with  a  total 
market  capitalization  of  just  under  $40  billion, 
or  about  4%  of  GDP.  By  way  of  comparison, 
GE,  the  most  highly  valued  company  in  the 
world,  has  a  market  cap  of  $158  billion,  and 

Russia  may  well  be  the  cheapest 
market  in  the  world,  with  a  total 
market  capitalization  of  just  under 
$40  billion,  or  about  4%  of  GDP. 


the  U.S.  market  cap  is  roughly  100%  of  GDP. 

Since  the  breakup  of  the  Soviet  Union  in 
late  1991  the  Russian  economy  has  experi- 
enced enormous  stress,  but  it  has  begun  to 
stabilize,  with  real  growth  expected  to  resume 
next  year.  Inflation  has  moderated  to  about 
4%  per  month — high  by  Western  standards 
but  a  remarkable  improvement  nevertheless. 
Past  inflation  has  ravished  the  ruble,  which 
has  collapsed  from  22  to  5,438  to  the  dollar 
over  the  past  five  years.  The  cost  of  changing 
from  communism  and  central  planning  to 


democracy  and  capitalism  has  been  very  high. 
The  price  has  been  paid.  Now  we  can  look 
forward  to  the  benefits. 

For  now,  the  two  best  ways  to  invest  are 
closed-end  mutual  funds  that  are  listed  on  the 
New  York  Stock  Exchange — the  Templeton 
Russia  Fund  and  the  Morgan  Stanley  Russia 
&  New  Europe  Fund. 

Templeton  Russia  Fund  is  currently  2 1 , 
compared  with  its  original  offering  price  of 
1 5 .  At  this  price  the  stock  sells  at  a  modest 
premium  to  net  asset  value.  The  advantage 
here  is  that  the  money  has  already  been 
invested,  and  therefore  participation  in  the 
Russian  market  is  immediate.  Russia  &  New 
Europe,  on  the  other  hand,  just  went  public 
in  September  at  20  and  currently  sells  at  19,  a 
slight  discount  to  net  asset  value.  The  portfo- 
lio is  mostly  cash,  and  it  will  take  some  time 
before  it's  fully  invested. 

The  more  risk-oriented  investor  may  want 
to  invest  in  individual  Russian  securities.  Not 
so  easy.  I  could  find  active  markets  in  only  two 
ADRs — Lukoil  (41),  the  largest  Russian  oil 
company,  and  Gum  (48),  a  major  Russian 
department  store.  There  is  not  a  lot  of  finan- 
cial information  available  on  either  company, 
but  longer  term,  if  Russia  is  as  cheap  as  I  think 
it  is,  these  stocks  should  do  just  fine.  There 
should  be  more  ADRs  available  soon.  Gazprom, 
the  dominant  Russian  natural  gas  producer 
and  distributor  has  announced  an  international 
offering  that  will  include  ADRs.  Be  forewarned 
that  these  markets  are  thin,  causing  bid/ask 
spreads  to  be  abnormally  wide  on  occasion. 

More  conservative  investors  ought  to  think 
about  buying  one  of  the  many  U.S.  compa- 
nies making  investments  in  Russia.  One  that 
I  have  previously  recommended  and  contin- 
ue to  believe  is  undervalued  is  Atlantic  Rich- 
field (132).  The  company  has  just  entered  an 
agreement  to  invest  $5  billion  in  Lukoil  over 
the  next  18  years.  This  is  pretty  clear  evi- 
dence of  the  availability  of  foreign  capital  to 
help  the  Russians  rebuild  their  neglected 
economy. 

Remember:  Russia  at  this  point  is  more 
speculation  than  investment.  The  proper  way 
to  think  about  the  risk  level  of  such  an  invest- 
ment is  to  liken  it  to  a  long-dated  option.  It 
may  expire  worthless  if  there  is  a  reversion  to 
communism.  On  the  other  hand,  for  the 
patient  investor,  the  option  could  become 
worth  many  times  what  it  is  worth  today.  ^ 
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Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado.You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 

n. 


Hu  n 


>h  hunting  resorts  are  thriving.  After  a  visit 
to  the  Hawkeye  Hunting  Club  in  the  piney 
woods  of  east  Texas,  it's  easy  to  see  why. 


By  Christopher  Palmeri 

It's  nine  o'clock  on  a  Saturday 
morning  and  eight  guests  of  the 
Hawkeye  Hunting  Club  are  standing 
in  the  woods  with  shotguns,  form- 
ing a  wide  circle  around  a  40-foot- 
tall  tower. 

A  whistle  blows  and  someone 
inside  the  tower  begins  releasing 
farm-raised  pheasants.  As  the  birds 
climb  into  the  northeast  Texas  sky, 
the  hunters  blast  away,  and  it  starts 
raining  pheasant.  At  one  point  a 
hunter  watches  as  the  bird  he  has  just 
shot  lands  with  a  thud  2  feet  from 
where  he  is  standing.  Behind  him,  his 
guide  jokes:  "If  I'd  of  had  the  sack 
open,  he'd  of  went  right  in." 


In  an  hour  and  a  half  375  birds  are 
released.  About  a  third  are  killed  and 
retrieved  immediately.  In  the  after- 
noon hunters  will  return  with  dogs  to 
flush  some  of  the  survivors.  "This  is  a 
challenge,"  says  John  Gabriel,  a  sales- 
man at  an  oil  service  company  and  a 
frequent  Hawkeye  guest.  "The  birds 
fly  pretty  fast." 

The  shooters  who  come  here  are 
not  looking  for  trophies.  For  the 
most  part  they  are  business  folks 
meeting  for  strategy  sessions  or  to 
woo  clients,  and  the  shooting  is  just 
the  draw.  Every  guest  leaves  Hawkeye 
with  a  little  recipe  book  and  a  cooler 
full  of  cleaned  and  plucked  birds. 


Hawkeye's  main 
lodge 

Besides  hunting, 
there's  tennis, 
horseback  riding 
and  fishing  in 
bass-stocked 
lakes. 
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On  the  hunt  for  pheasant,  quail  and  chucker 

Every  guest  leaves  the  club  with  a  cooler  full  of  cleaned  and  plucked  birds. 


Even  lifelong  urbanites  who  have 
never  fired  a  shotgun  in  their  lives  get 
in  the  spirit — and  can  almost  always 
bag  their  own  bird  or  two  (and  learn 
basic  firearm  safety)  after  a  half-hour 
of  training  on  the  skeet  range. 

Posh  hunting  resorts  like  Hawkeye 
are  thriving.  John  Mullin  of  the 
National  Game  Bird  Association 
knows  of  some  1,600  private  game 
preserves  in  the  U.S.,  probably 
double  the  number  of  a  decade  ago. 
(For  a  partial  list,  call  319-242-3046.) 

One  reason  for  their  growing  pop- 
ularity is  the  shrinking  population  of 
some  of  the  more  popular  species  of 
wild  birds.  Land  development  and  a 
nasty  three-year  drought  in  the 
Southwest  have  resulted  in  more 
hunters  chasing  fewer  of  these  birds 
every  year.  Thanks  to  booming 
worldwide  demand  for  cotton,  farm- 


ers in  southwestern  Georgia  have 
recently  taken  to  cultivating  it  again, 
in  effect  taking  land  away  from  the 
local  quail.  This  has  been  bad  news 
for  casual  hunters,  but  goods  news 
for  John  Simmons,  who  runs  the 
Three  Creek  Farm  specializing  in 
quail  shoots  near  Bainbridge,  Ga. 
(912-246-5499). 

The  preserves,  which  stock  farm- 
raised  animals,  relieve  pressure  on  the 
wild  bird  population.  They  also 
pamper  their  customers.  At  the 
Hawkeye  Club,  guests  awake  to 
fresh-squeezed  orange  juice  and 
coffee  delivered  to  their  bedside.  In 
between  hunting  expeditions  (and 
business  meetings)  they  can  jump  in 
an  outdoor  Jacuzzi  and  dine  in 
southern  comfort  on  dishes  like  quail 
stuffed  with  bacon,  jalapeno  and 
cheese  grits,  and  a  coconut  pie 


special,"  says  John  Simpson,  an  oil 
services  company  executive  who  was 
hosting  guests  at  Hawkeye.  "Here 
everything  is  done  for  you,"  he 
smiles,  relaxing  on  one  of  Hawkeye 's 
wooden  decks  with  a  glass  of  good 
cabernet. 

Hawkeye  was  founded  40  years 
ago  by  Jerry  Waters,  a  transplanted 
Iowan  with  a  passion  for  hunting. 
Today  it  is  run  by  his  widow,  Linda, 
a  bubbly  48-year-old  former  school 
administrator  who  regularly  drops  in 
on  guests  to  make  sure  they  are 
having  a  good  time. 

The  operation  now  consists  of  six 
lodges,  all  of  them  spacious  A-frames 
with  fireplaces  and  pool  tables  and 
glass  walls  that  look  out  over  the 
lakes  and  the  woods.  Clustered 
around  each  of  these  lodges  are  eight 
guest  rooms.  Each  compound  is 
staffed  with  its  own  cook,  waitress 
and  bartender,  so  guests  get  personal 
attention.  Several  of  the  lodges  have 
meeting  rooms  and  exercise  facilities. 
For  those  who  tire  of,  or  have  no 
interest  in,  hunting,  there  are  tennis 
courts,  horseback-riding  trails,  a  four- 
hole  golf  course  and  six  lakes  stocked 
with  bass. 

While  the  morning  tower  pheasant 
shoot  can  be  likened  to  shooting  fish 
in  a  barrel,  more  serious  hunters  also 
take  to  the  woods  for  the  afternoon 
field  hunt,  where  birds  that  have 
eluded  the  tower  shooters  are 
flushed.  Each  pair  of  hunters  is  allo- 
cated a  guide,  and  a  hunting  dog  that 
is  trained  to  point  quail  and  chucker 
(a  bird  slightly  larger  than  a  quail)  as 
well  as  pheasant.  "Maybe  we  could 
genetically  engineer  the  pheasants  to 
stay  out  of  the  tall  grass,"  one  of  the 
guests  joked  after  an  hour  of  hiking. 
But  the  hunting  was  good,  and  sev- 
eral dozen  birds  were  taken. 

I  decided  to  give  it  a  try,  though 
I'd  fired  a  shotgun  for  the  first  time 
on  the  skeet  range  that  morning.  As 
we  advanced,  my  pointer  froze  on  a 
pheasant  hidden  in  a  bush.  Our 
guide,  Jodie,  flushed  the  bird  and  I 
nailed  it  with  my  first  shot.  "It's  a 
rush,"  I  told  my  colleagues.  "It's 
addicting,"  one  of  them  said,  as  they 
nodded  in  agreement. 

Hawkeye  is  located  in  Center,  Tex., 
a  town  inaptly  named  because  it  is 
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Hunters  roughing  it  at  one  of  the  lodges 

In  the  morning,  fresh  juice  and  coffee  are  brought  to  your  bedside. 


Linda  Waters,  proprietress  of  the  club,  adds  the  woman's  touch 
There  are  six  self-contained,  A-frame  lodges  at  the  resort. 


about  as  far  right  on  the  Texas  map 
as  you  can  get.  It's  a  3-hour  drive 
from  Dallas,  3lA  from  Houston. 
That's  why  lots  of  guests  fly  into 
nearby  Shreveport,  La.  or  take  their 
private  jets  into  Center's  tiny  airport. 

Hawkeye's  3,000  acres  are  covered 
with  pine,  hickory  and  maple.  The 
scent  of  cedar  perfumes  the  grounds. 
Center  is  also  the  capital  of  the  Texas 
poultry  industry,  and  it's  not  hard  to 
imagine  that  the  birds  at  the  Pilgrim's 
Pride  and  Tyson  plants  down  the 
road  would  gladly  change  places  with 
their  feathered  friends  at  Hawkeye. 
About  a  third  of  Hawkeye's  birds 
manage  to  escape. 

A  weekend  at  Hawkeye  isn't  cheap. 
A  full  day  of  hunting  can  hit  $750 
per  person  per  day,  not  including 
taxes,  tips  and  drinks.  But  lots  of 
folks  think  it's  worth  it.  "This  is 
plush,"  says  Bo  Chevallier,  an  attor- 
ney from  nearby  Many,  La.,  as  he 
cuts  into  his  steak  on  a  recent  Hawk- 
eye  excursion.  "Next  week  I'll  be 
hunting  elk  in  Colorado  and  I'll  be 
happy  to  get  a  can  of  warm  beans  and 
a  tent  that  doesn't  leak."  BH 
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Holden  Gaulfield  policies 

If  you  have  a  child  in  an  expensive  private  school, 

should  you  buy  tuition  insurance— assuming,  that  is,  you  have  the  choice? 


By  Alexandra  Alger 

Suppose  you  enroll  your  son  or 
daughter  in  an  expensive  private 
school,  then  change  your  mind  when 
the  school  year  begins.  Or  maybe 
your  kid  gets  booted  out.  Do  you  still 
owe  a  full  year's  tuition? 

The  answer  is  almost  certainly  yes, 
and  the  schools  will  go  after  you  to 
get  the  money.  They  have  several 
state  court  rulings  on  their  side  if 
they  elect  to  sue  for  what's  due. 

If  you're  worried  about  your  kid 
flunking  out  or  getting  thrown  out, 
there's  a  way  to  protect  yourself 
against  lost  tuition:  tuition  insurance. 
A.W.G.  Dewar  of  Braintree,  Mass. 
started  marketing  tuition  insurance 
some  60  years  ago,  and  still  has  no 
competitors.  The  insurance  isn't 
available  to  parents  directly;  it's 
offered  only  through  schools.  (Some 
colleges  and  universities  will  also  pro- 
vide insurance,  but  only  in  case  of 
withdrawal  for  medical  reasons.) 

Some  900  private  boarding  and 
day  schools  in  the  U.S.  now  offer 
tuition  refund  plans  underwritten  by 
Commercial  Union  Insurance  Co. 
for  A.W.G.  Dewar.  Other  schools 
self-insure.  Annual  premiums  typi- 
cally run  $100  to  $200  for  day 
schools  (which  typically  charge 
$12,000  to  $15,000  a  year  in 
tuition)  and  $500  to  as  much  as 
$1,300  for  boarding  schools  (where 
tuition,  room  and  board  often 
exceed  $20,000  a  year).  Day  school 
insurance  is  cheaper  relative  to 
tuition  cost  because  fewer  day  stu- 
dents drop  out — 10%  a  year  on  aver- 
age versus  17%  for  boarders. 

The  plan  at  Phillips  Academy,  in 
Andover,  Mass.,  is  fairly  typical.  For 
$521.25  a  year,  parents  are  entitled 
to  get  65%  of  the  $20,850  annual 
tuition  back  should  their  children 
leave  the  school  early  for  any  reason, 
expulsion  included. 

Suppose  your  child  is  attending 
Phillips  Academy.  The  contract  you 


sign  obligates  you  to  pay  for  a  full 
year's  tuition.  Let's  say  your  child 
drops  out  Oct.  1 5 .  If  you  had  already 
paid  the  full  year's  tuition,  room  and 
board  charges  of  $20,850,  the  school 
collects  from  the  insurer  and  then 
sends  you  a  refund  of  $11,203.  If 
you're  on  the  installment  plan  and 
have  paid  only  half  the  tuition,  you'd 
get  back  $778— the  $11,203  minus 


your  balance  for  the  year.  Without 
insurance,  you  would  get  nothing 
back.  And  you  would  also  be  liable 
for  the  second  semester's  bill. 

Tired  of  haggling  with  parents  over 
tuition  refunds,  some  schools  have 
made  insurance  compulsory.  "Some 
parents  were  upset,  but  by  making  it 
mandatory,  we've  cut  the  premium  in 
half,"  says  Thomas  Sides,  business 
officer  at  Kent  School,  in  Kent, 
Conn.  Annual  cost:  $629  a  year  for  a 
boarding  student.  Premiums  depend 
largely  on  the  number  of  parents  who 
participate,  as  well  as  on  the  school's 
attrition  rate. 

At  Choate  Rosemary  Hall,  a 
boarding  school  in  Wallingford, 
Conn.,  the  premium  is  rolled  right 
into  the  tuition;  many  parents  don't 


even  know  they  are  paying  it.  "It  was 
news  to  me,"  confesses  Gerard 
Panaro,  a  Washington,  D.C.  attorney 
whose  son  is  enrolled  there. 

Other  schools,  such  as  the  Foun- 
tain Valley  School,  a  215-student 
prep  school  in  Colorado  Springs, 
Colo.,  require  parents  to  take  the 
insurance  if  they  don't  pay  all  the 
tuition  up  front.  This  year  the  tuition 
is  $20,900  for  a  boarder;  the  insur- 
ance costs  $1,300. 

If  you  have  a  choice,  should  you 
go  for  the  insurance?  Frank  Leana,  an 
education  consultant  with  Howard 
Greene  &  Associates  in  New  York, 
recommends  you  do.  "When  you're 
paying  $20,000,  losing  half  of  that  is 
a  lot,"  he  rationalizes. 

In  the  end,  however,  doesn't 
taking  out  the  insurance  amount  to  a 
bet  against  your  kid?  "Stuff  hap- 
pens," he  says.  "Sometimes  the  kids 
make  a  poor  judgment  call.  Some- 
times they're  in  the  wrong  place  at 
the  wrong  time." 

Another  reason  to  take  out  the 
policy  could  be  injury  or  illness.  Says 
Leana:  "It's  not  uncommon  for  kids 
to  get  sick  unexpectedly.  Sometimes 
they  burn  themselves  out  and  devel- 
op a  form  of  mononucleosis."  Eating 
disorders  are  another  fairly  common 
malady  of  kids  in  that  age  group. 

Yet  many  schools  report  that  only 
one-third  to  one-half  of  parents  opt 
for  tuition  insurance,  and  that 
number  often  includes  parents  who 
are  required  to  take  it  as  a  condition 
of  receiving  financial  aid  or  paying  in 
installments. 

The  father  of  one  Phillips  Academy 
sophomore  decided  not  to  get  the 
insurance  based  on  this  rationale:  "If 
my  kid  gets  thrown  out,  we've  got 
bigger  problems  than  the  tuition." 
Still,  our  advice  is:  Take  the  insur- 
ance, at  least  for  the  first  year.  Espe- 
cially if  you  think  your  child  might 
have  a  hard  time  adjusting.  mm 
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TOPICS  INCLUDE: 

•  Navigating  The  Future:  How  will  we  deal  with 
Technology  at  full  throttle? 

•  Strip  Malls  on  the  l-Way:  Electronic  commerce  for 
the  masses:  hope  or  hype? 

•  Bottlenecks  to  the  Future:  Security,  bandwidth, 
standards,  and  the  year  2000 

•  Triumph  of  the  Intranets:  Where  will  they  take  your 
l/S  department  and  your  business  strategy? 

•  Is  your  outsourcing  strategy  out  of  date?  What  the 
smart  companies  are  doing 

•  The  Future  of  Technology:  Windows  on  the  World  Vs. 
The  Sun  Also  Rises 

•  Educating  your  CEO:  It  could  save  your  job 

•  The  Next  Revolution:  Satellite  communications  and 
the  global  corporation 

•  Clash  of  the  Titans:  The  battle  over  the  business 
desktop 


Learn  how  to  leverage  the  power  of  intranets  to  redefine  corporate  strategy 


that  the  same  technologies  utilized  by  the  Internet  can  be 
used  to  set  up  powerful  collaboration  and  information 
systems  —  intranets.  Intranets  are  good  news  for  companies 
that,  while  drowning  in  a  downpour  of  data,  are  finding  it  difficult 
to  get  a  sip  of  information. 

But  intranets  are  not  just  making  communications  easier  and 
cheaper,  they  are  leading  a  fundamental  shift  in  corporate 
strategy  directly  impacting  relationships  with  customers, 
vendors,  and  ultimately,  profitability. 

The  Forbes  Technology  Symposium  is  a  prime  opportunity  to 
join  your  peers  in  learning  how  to  leverage  the  power  of  intranets 
to  redefine  corporate  strategy. 
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,  I  saw,  I  cooked 


If  you  like  Italy  and  you  like  to  cook, 
here's  a  great  way  to  combine  the  two. 


By  Larry  Edelson-Kayne 

My  WIFE,  Roberta,  and  I  are  into 
food — cooking  it  as  well  as  eating  it. 
Between  us  we've  taken  maybe  a 
dozen  one-  or  two-day  weekend 
courses  in  preparing  French 
Provencal,  Cantonese,  Szechuan, 
Vietnamese  and  Southwestern  dishes. 
Roberta  was  once  a  banker  in  Brazil 
and  is  fluent  in  that  country's  cuisine. 

But  until  last  summer  we  didn't 
know  much  about  preparing  Italian 
dishes.  That  changed  when  we  added 
five  glorious  days  of  cooking  school 
to  the  itinerary  of  a  vacation  to  Italy. 
It  wasn't  the  least  expensive  part  of 
our  trip,  but  it  provided  experiences 
that  we  can  relive  every  time  we  don 
aprons  and  belly  up  to  the  stove. 

Choosing  a  school  is  harder  than 
we  imagined.  There's  a  lot  to  choose 
from.  The  indispensable  The  Guide  to 
Cooking  Schools  (ShawGuides, 
$19.95)  lists  41  cooking  schools  in 
Italy  (as  well  as  37  in  France,  24  in 
England  and  hundreds  in  the  U.S.), 
and  dozens  more  elsewhere. 

More  perplexing,  the  schools'  pro- 
grams and  their  prices  differ  enor- 
mously (see  box,  next  page).  Some 
schools,  including  the  Hotel  Cipriani 
Cooking  School  in  Venice,  are  essen- 
tially lecture  courses:  Students  watch 
and  take  notes  as  Renato  Picolotto 
demonstrates  the  proper  way  to  make 
black  tagliatelle  or  stuffed  cannelloni. 
Price  for  the  five-day  course  is  $3,385 
per  person,  including  a  room  at  the 
famed  Cipriani. 

Roberta  and  I  wanted  to  learn  by 
doing,  not  watching.  After  narrowing 
our  preferences  down  to  schools  in 
Naples,  Venice  or  Tuscany,  I  visited 
the  ShawGuides  Web  site  on  the 
Internet  (www.shawguides.com)  and 
came  up  with  20  candidates.  We 
wrote  away  to  each,  sorted  through 
the  brochures  that  came  back,  and 
eventually  settled  on  a  school  named 
La  Bottega  del  30 — literally  the  Shop 
of  30.  (The  name  comes  from  the 
address  of  a  fabled  old  Italian  bordel- 


Helene  Stoquelet 
(right)  instructs 
students  at  the 
Ristorante  La 
Bottega  del  30 
Cost:  $2,200  per 
person,  including 
room  and  board 
for  six  nights, 
half-day  cooking 
lessons,  side  trips 
and  evening 
meals  out. 


lo).  It's  not  the  fanciest  cooking 
school,  nor  the  most  expensive,  but  it 
added  immeasurably  to  our  holiday 
(and  slightly  less  to  our  waistlines). 

The  school  and  its  related  public 
restaurant  are  the  primary  sources  of 
activity  in  Villa  a  Sesta,  a  tiny  hamlet 
in  Tuscany's  hilly  Chianti  region  15 
miles  northeast  of  Siena  and  45  miles 
southeast  of  Florence. 

Bottega  del  30's  owners  are 
Helene  Stoquelet  and  her  husband, 
Franco  Camelia.  In  Villa  a  Sesta  they 
have  three  interconnected  fieldstone- 
and-stucco  buildings  that  surround  a 
courtyard  and  house  their  family,  the 
cooking  school  and  their  Ristorante 
La  Bottega  del  30.  So  popular  is  the 


restaurant  with  the  locals  that  you 
almost  need  to  enroll  in  the  school  to 
get  a  table.  The  school  houses  stu- 
dents in  nine  spacious  and  nicely  dec- 
orated apartments. 

Stoquelet  and  Camelia  offer  a 
Sunday-to-Saturday  curriculum  that  is 
limited  to  ten  students  per  session.  You 
check  in  Sunday  afternoon  and  maybe 
lounge  around  the  pool  with  its  views 
over  vineyards  and  olive  groves,  or  play 
some  tennis  on  a  nearby  court.  The 
program  kicks  off  Sunday  night  with  a 
sumptuous  meal  at  La  Bottega  del  30 
restaurant,  where  Stoquelet  and 
Camelia  prepare  and  serve  up  a  kind  of 
introductory  course  on  the  Chianti 
region's  food  and  wines.  Of  particular 
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note  are  Stoquelet's  zuppa  di  faggjano, 
a  pheasant  soup,  and  malfatti  con  fon- 
duta  di  pecorino,  tender  spinach 
dumplings  in  a  cheese  sauce.  For 
wines,  we  found  the  1994  Verdicchio 
di  Jesi  particularly  rewarding. 

You  learn  to  cook  between  break- 
fast and  lunch  during  the  next  five 
days,  Monday  through  Friday.  The 
classes  run  from  10  a.m.  until  around 
12:30  p.m.  at  ten  individual  cooking 
stations — a  stovetop  and  cutting 
board  with  all  the  necessary  utensils. 

Each  morning  Helene  Stoquelet 
focuses  on  the  successive  stages  of  a 
meal.  Monday,  appetizers.  Tuesday, 
soups  and  sauces.  Wednesday,  pastas. 
Thursday,  main  courses.  Friday, 
desserts.  Students  also  work  on  com- 
plementary dishes,  so  the  class  creates 
a  full  meal  each  day.  Stoquelet  speaks 
little  English,  but  an  English-speak- 
ing food  expert  is  always  on  hand  for 
English-speaking  students. 

My  personal  triumph?  Cupola  deli- 
cata,  a  pasta  dish  that  comes  out  look- 
ing like  the  dome  atop  an  Italian 


Buon  appetito! 

Here  are  eight  Italian  schools  that 
offer  cooking  vacations,  mostly  from 
ShawGuides'  Guide  to  Cooking 
Schools.  The  emphasis  is  on  partici- 
pation classes,  but  two  demonstra- 
tion schools  are  listed  for  those  who 
would  rather  just  watch  and  take 
notes.  All  prices  are  per  person  and 
include  lodging.  Some  schools  offer 
discounts  for  nonparticipating 
spouses  or  guests  of  students.  Many 
of  the  schools  offer  tours  of  the  sur- 
rounding area  and  other  activities  to 
supplement  the  courses. 

Cooking  in  Venice  with  Marcel  - 
la  Hazan  and  Nobu  Matsuhisa, 

(the  owner  of  Nobu  restaurant  in 
New  York).  Hotel  Cipriani,  Venice; 
7-day  course  with  five  4-hour 
demonstration  classes,  $4,950. 
Hazan  Classics,  P.O.  Box  285,  Cir- 
cleville,  NY  10919;  914-692-7104, 
fax  914-692-2659. 

Hotel  Cipriani  Cooking 
School.  Venice;  5 -day  demonstra- 
tion programs.  Instructors  include 
Julia  Child,  Giuliano  Hazan  and 


basilica.  We  started  widi  a  metal  bowl, 
coated  the  inside  with  butter,  then 
lined  the  inside  with  partially  cooked 
strips  of  uncut  ziti,  making  it  look  like 
the  inside  of  an  upside-down  beehive. 
We  then  added  a  filling  of  peas,  toma- 
toes, zucchini,  mushrooms,  carrots 
and  more  ziti  (diced  this  time),  all 
held  together  with  a  bechamel  sauce. 
After  baking  for  45  minutes,  we  let  it 
set,  then  slid  the  dome-shaped  dish 
out  of  the  bowl.  Perfection. 

About  12:30  each  day,  the  wine 
came  out,  usually  a  Chianti  or  a 
Brunello.  After  cleaning  up,  we'd  sit 
down  with  our  fellow  students  to 
sample  what  we'd  prepared  that 
morning.  The  best  way  to  learn  to 
cook  is  by  doing,  and  eating  what 
you've  done. 

Afternoons  were  free  time.  For 
those  so  inclined,  the  proprietors 
arranged  field  trips:  to  a  grappa  dis- 
tillery, to  the  local  Prada  outlet  store, 
a  car  tour  of  the  lovely  Tuscan  coun- 
tryside, its  arid  ruggedness  cloaking  a 
soft  and  verdant  underside.  Each 


head  chef  Renato  Picolotto,  $3,385. 
Hotel  Cipriani,  Giudecca,  10, 
Venice  30133,  Italy;  39-41-520- 
7744,  fax  39-41-520-3930,  E-mail: 
cipriani@gpnet.it. 

The  International  Cooking 
School  of  Italian  Food  and  Wine. 
Bologna;  6-  and  7-day  participation 
courses  with  Mary  Beth  Clark, 
$3,000-$3,450.  Ms.  Clark,  201  E. 
28th  St.,  Suite  15B,  New  York,  NY 
10016;  212-779-1921,  fax  212- 
779-3248. 

Badia  a  Coltibuono.  (between 
Florence  and  Siena);  5-day,  hands- 
on  course  with  Lorenza  de'  Medici 
at  her  11th-century  estate,  $4,700. 
Judy  Ebrey,  P.O.  Box  25228,  Dallas, 
Tex.  75225;  214-373-1161, 
fax  214-373-1162,  E-mail: 
cuisineint@aol  .com . 

La  Cucina  al  Focolare.  (Val- 
darno  near  Florence);  1-week  par- 
ticipation courses  in  a  15th-century 
friary,  $2,250— $2,875.  Peggy 
Markel,  Box  646,  Boulder,  Colo. 
80306-0646;  800-988-2851,  fax 
303-440-8598. 

Tasting  Places.  1 -week  hands-on 
courses  with  Valentina  Harris  of 
BBC's  Regional  Italian  Cookery, 
Carla  Tomasi,  author  of  Turn- 


night  we  dined  at  a  different  local 
restaurant — all  arranged  and  prepaid 
by  the  school. 

Friday  night's  meal  was  back  at 
Pustorante  La  Bottega  del  30 — a 
graduation  party  of  sorts  with  each 
student  receiving  a  diploma,  a  chef's 
toque  and  an  apron.  Stoquelet  pre- 
pared tomato  bruschetta  with  a 
porcini  salad,  followed  by  ravioli 
stuffed  with  pigeon  in  a  pine  nut  and 
rosemary  sauce.  Then  a  honey-col- 
ored roast  duck  stuffed  with  a  won- 
derfully flavored  wild  fennel,  followed 
by  tiramisu,  the  luscious  dessert  made 
from  soft  mascarpone  cheese,  cream, 
marsala  wine  and  lady  fingers  dipped 
in  strong  espresso. 

Cost  for  all  this:  $2,200  per  person 
and  that  includes  everything:  room 
and  board  for  six  nights,  the  cooking 
lessons,  the  side  trips,  those  splendid 
evening  meals  out.  I  gained  seven 
pounds,  but  it  was  worth  every 
ounce.  For  information  about  La 
Bottega  del  30,  call  011-039-577- 
359226  (phone  and  fax).  IM 

around  Cooks,  Alastair  Little, 
London  restaurateur  and  author, 
and  Maxine  Clark,  journalist  and 
food  stylist,  from  $l,760-$2,330.* 
Sarah  Robson,  136  Lancaster  Rd. 
London  Wll  1QU;  44-171-229- 
7020,  fax  44-171-229-4383. 

Venetian  Cooking  in  a  Venetian 
Palace.  Venice;  week-long  participa- 
tion courses  with  Fulvia  Sesani  in  a 
13th-century  Venetian  palace, 
$3,600.  Ms.  Sesani,  Palazzo 
Morosini,  Castello  6140,  Venice 
30122;  39-41-522-8923,  or  Judy 
Ebrey,  P.O.  Box  25228, 
Dallas,  Tex.  75225;  214-373-1161, 
fax  214-373-1162,  E-mail: 
cuisineint@aol  .com . 

Villa  Delia  Hotel  and  Tuscany 
Cooking  School.  Tuscany;  10-day 
hands-on  cooking  vacations  with 
Umberto  Menghi,  Ron  Lammie  and 
resident  chef  Marietta  Menghi  spe- 
cializing in  pasta,  Tuscan  cuisine  and 
breadmaking,  $3,150-$3,550.  Villa 
Delia,  Via  Del  Bosco  9,  Ripoli  di 
Lari,  Pisa,  Italy;  39-5-875-7953,  fax 
39-5-875-7957,  E-mail  Kim  Lloyd: 
inquire@umberto.com. 

-Elizabeth  A.  Amery 


*  Based  on  Oct.  24  exchange  rates. 
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You're  not  getting  enough  return  calls? 
Maybe  you  need  a  new  business  card. 


By  Silvia  Sanson* 

When  Dennis  Parker  hands  out  his 
business  card,  he  knows  people  will 
hang  on  to  it.  Parker  is  the  chief  exec- 
utive of  Prairie  Systems,  a  telecom- 
munications services  company.  His 
card  shows  a  giant  prairie  dog  loom- 
ing over  the  company's  headquarters 
in  Omaha,  Nebr.,  and  on  the  back  is 
a  number  that  entitles  the  bearer  to 
$10  worth  of  free  phone  time. 


Braille  cards.  Magnetic  cards. 

"A  plain  white  paper  business  card 
is  as  exciting  as  a  stifled  yawn,"  says 
Paul  Wakefield,  founder  of  Touch-it 
Paper  in  Ogden,  Utah,  which  makes 
cards  on  colored,  heat-sensitive  paper. 
"These  cards  work  because  people 
keep  them  and  play  with  them." 

One  proven  eye-catcher  is  the  pic- 
ture card.  Eastman  Kodak  pioneered 


"We're  a  small,  young  company  and 
want  to  get  people  talking  about  us," 
says  Parker.  "Our  business/phone 
card  allows  you  to  sample  our  tech- 
nology." He  says  many  more  potential 
clients  have  gotten  back  to  him  since 
he  started  handing  out  his  new  cards 
in  September. 

Business  cards  are  working  a  lot 
harder  these  days.  You'll  see  cards 
printed  on  different  materials — 
translucent  cellulose,  fluorescent  plas- 
tic, wood,  leather.  They  come  in  hot 
colors,  with  fancy  graphics,  color  pic- 
tures, pop-up  displays,  cutouts  and 
promotional  tie-ins.  There  are  per- 
fumed, hologram,  musical  and  polit- 
ically correct  cards.  Embossed- in- 


mug  shots  on  business  cards  back  in 
the  1970s.  Today,  thanks  to  inexpen- 
sive photodigital  printing,  pictures  on 
cards  are  common.  "Everyone  except 
accountants  and  investment  bankers 
is  going  into  photo  color  cards," 
claims  Larry  Brilliant,  owner  of  Bril- 
liant Color  Cards,  a  wholesaler  of 
color  photo  cards  in  San  Rafael,  Calif. 
The  retail  price  for  a  set  of  Brilliant 
cards  averages  $95  for  250,  nearly  40 
cents  apiece. 

Some  folks  prefer  drawings  rather 
than  photos.  John  Gottfried,  co- 
owner  of  the  Gourmet  Garage  in 
Manhattan,  hands  out  cards  bearing 
an  etching  of  himself  sniffing  a  porci- 
no  mushroom.  "What's  important  is 


to  be  remembered  and  talked  about 
favorably,"  asserts  Gottfried,  whose 
cards  cost  him  $80  for  1,000.  "If  you 
pay  $5  for  100  business  cards,  it 
looks  like  you've  paid  $5  for  100 
business  cards." 

There  are  cards  that  dazzle.  James 
Ballagh,  a  commercial  artist  in 
Mystic,  Iowa,  hand-presses  cards  on 
vinyl  and  cellulose  to  create  a  shim- 
mering effect.  "Some  of  these  things 
are  a  tad  wild,"  admits  Ballagh, 
whose  repertoire  includes  a  set  of 
military  camouflage  cards  he  made 
for  General  Norman  Schwarzkopf. 
Cost:  up  to  $5  each. 

Ask  real  estate  agent  Ron  McCall 
for  his  business  card  and  on  the  back 
you  will  see  a  list  of  local  retailers  and 
restaurants  offering  discounts  to 
anyone  who  presents  the  card.  The 
offers  are  typically  good  for  one  year. 
"People  hang  on  to  them  because 
they  really  like  the  savings,"  says 
McCall,  owner  of  the  Real  Estate 
Exchange  in  Ogden,  Utah.  Local 
merchants,  he  adds,  provide  the  dis- 
counts in  return  for  having  their 
name  and  logo  printed  on  the  card 
and  the  new  business  they  get. 

Black  ink  on  white  cards  isn't  dead 
yet.  A  simple  card  carrying  a  power- 
ful corporate  logo  like  Microsoft  or 
Ford  has  its  own  cachet.  And  flashy 
cards  are  just  inappropriate  in  some 
businesses.  Tim  Ruecker  of  Phoenix- 
based  Nirvana  Financial  Services  sells 
life  insurance  and  estate-planning  ser- 
vices. He  got  a  set  of  glitzy  pink  busi- 
ness cards  for  Christmas.  When  he 
tried  them  out  on  some  of  his  clients, 
their  reactions  were  not  encouraging. 
"People  thought  I  had  a  side  business 
as  a  pimp,"  Ruecker  says. 

What  about  sending  business  cards 
via  computer?  Versit,  a  consortium, 
has  developed  a  virtual  business  card 
that  can  be  E-mailed  and  easily 
stored  by  the  addressee.  It's  called  a 
vCard:  You  can  create  your  own  card 
that  has  your  photo  or  your  compa- 
ny logo — even  a  sound  file,  if  your 
name  is  difficult  to  pronounce.  Mark 
Joseph,  a  software  engineer  at  the 
Bellevue,  Wash. -based  software  com- 
pany Attachmate,  routinely  clips  his 
vCard  to  E-mail  correspondence. 
The  cost  of  a  vCard:  zero.  You  can 
download  the  software  free  of  charge 
from  Versit's  vCard  Web  site: 
www.versit.com.  ■! 
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'After  you've  experienced  Ultravision* 
everything  else  is  just  televisio  "  " 


nie  drama  of  true-h>life  images  enveloped 
in  lifelike  audio.  Incredibly  vivid  colors 
seen  in  amazing  clarity.  Sound  that  impacts 
your  mind  as  much  as  your  ears.  This  is  what 
differentiates  the  Ultravision  experience 
from  merely  watching  television.  A  difference  made  possible  by 
technological  advances  that  are  unique  to  Hitachi,  such  as  the 
HDTV  Lens  System  that  significantly  improves  picture  quality 
by  using  higher  grade  optics  and  state-of-the-art  lens  design. 

Hitachi's  exclusive  high-output 
Ultravision  Projection  Tubes,  together  with 
large  diameter  electron  guns,  further 
improve  focus  clarity  by  providing  more 
precise  magnification  and  increased 
accuracy  of  the  electron  beam's  shape. 

To  ensure  that  your  television  main- 
tains its  sharpness,  Hitachi  developed 


Magic  Focus,  the  industry's  only  automatic 
digital  convergence  system.  And  because 
the  Ultravision  experience  demands  sound 
that's  as  breathtakingly  sharp  as  our 
picture,  Hitachi  has  taken  Dolby  Pro- 
Logic15  Surround  Sound  to  an  even  higher 
level  with  a  built-in  center  channel  speaker. 

And  thafs  just  the  beginning.  There's  also  Hitachi's 
Wireless  Sound  Delivery  System,  Perfect  Volume,  UltraTEC 
Color  Coded  On-Screen  Display,  MultiViewer  Dual  Tuner  PIP, 
Auto  Link,  Plug  &  Play...the  list  of  Hitachi  features  goes  on 
and  on.  As  will  your  viewing  pleasure.  So  much  so,  that  once 
you've  experienced  Ultravision,  you'll  never  settle  for  plain 
old  television  again.  Like  every  product  Hitachi  makes,  from 
computers  and  semiconductors  to  power  tools  and  power 
plants,  we  put  innovation  and  quality  first  to  make  sure  your 
satisfaction  will  last. 


A  TOTALLY  NEW  VISION 


lor  more  information  about  Hitachi,  call  1-800-HITACHI  or  visit  our  web  site  at  http://www.hitachi.com  ©  19%  Hitachi,  Ltd. 


Dolby  Pro-Logic  is  a  registered  trademark  of  Dolby  laboratories  Licensing  Corporation. 
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COLLEGTOBS 


When  Kramarsky  talks, 

collectors  listen  • 


What  kind  of  art  does  the  man  who  sold 
the  world's  most  expensive  painting  collect? 

By  Doris  Athineos 


Wynn  Kramarsky  in  his  Soho  office  with  works  by  David  Jeffrey  (right)  and  Mark  Sheinkman 
He  discovered  Jasper  Johns,  Sol  LeWitt  and  Ellsworth  Kelly  decades  ago. 


In  May  1990  history  was  made  at 
Christie's  in  New  York  when  van 
Gogh's  "Dr.  Gachet"  was  hammered 
down  for  an  alltime  world  record 
price  of  $82.5  million.  The  buyer  was 
a  Japanese  paper  magnate,  Ryoei 
Saito.  The  seller  was  Wynn  Kra- 
marsky, or,  more  precisely,  his  father 
Siegfried's  estate.  But  it  was  Wynn 
who  timed  the  sale — six  months 
before  the  art  market  collapsed.  And 
it  was  Wynn  and  his  two  siblings  who 


reaped  most  of  the  proceeds  after 
their  mother  died. 

But  market  timing  isn't  something 
Kramarsky,  70,  a  former  Bache 
branch  manager,  brags  about.  In  fact 
he's  loath  to  talk  about  it,  or  the 
remaining  collection  of  Cezanne, 
Degas,  and  Gauguin  paintings.  They 
were  assembled  in  Europe  by 
Siegfried  Kramarsky,  a  banker  who 
was  living  in  Holland  and  fled  the 
Nazis  in  1939.  He  died  in  1961. 


Son  Wynn  inherited  his  father's 
collecting  gene.  But  while  the  father 
bought  paintings  by  well-established 
artists,  the  son  has  always  sought 
unknown  contemporary  artists,  some 
of  whom  later  went  on  to  become 
household  words. 

And  he  keeps  his  budget  low — 
$5,000  is  the  tops  he'll  pay  for  a  no- 
name  drawing.  Yet  over  the  years 
Kramarsky  has  assembled  one  of  the 
best  collections  of  contemporary 
drawings  in  the  world,  say  curators. 

In  1958  an  unusual  flag  drawing 
caught  his  eye  at  the  Leo  Castelli 
Gallery.  It  was  by  a  young  bookstore 
clerk  named  Jasper  Johns.  Kramarsky 
bought  it  for  $175;  today  Johns'  flag 
drawings  can  sell  for  as  much  as 
$350,000. 

In  the  early  1960s  he  bought  his 
first  Sol  LeWitt  drawing  for  a  song;  a 
top  price  now  would  be  $88,000. 
Today,  works  by  Johns,  LeWitt  and 
another  young  artist  Kramarsky 
found  in  the  1960s — Ellsworth 
Kelly — form  the  core  of  major  collec- 
tions of  contemporary  art. 

In  his  pursuit  of  unknown  artists, 
Kramarsky  works  behind  the  scenes 
to  champion  young  artists  without 
gallery,  museum  or  auction  track 
records. 

"It's  a  way  to  participate  in  and  sup- 
port the  creative  process,"  Kramarsky 
tells  Forbes  in  a  rare  interview. 

He  stalks  a  wide  precinct — from 
Brooklyn  garrets  to  Manhattan  stu- 
dios to  Queens  garages.  Sometimes 
he  spots  emerging  artists  at  the 
Drawing  Center  in  Manhattan  where 
he  is  cochairman  of  the  board. 
Artists  send  him  slides  and  he  actual- 
ly returns  their  phone  calls. 

"He  discovers  artists  without 
others  telling  him  what  to  look  at  or 
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The  Museum  of  Modern  Art  noticed  Sara  Sosnowy  last  year,  after  Kramarsky  did 
Collectors  still  have  a  shot  at  her  work  for  under  $5,000. 


what  to  like,"  says  Margite  Rowell, 
chief  drawings  curator  at  the 
Museum  of  Modern  Art. 

Kramarsky  is  a  true  believer  in  the 
spare,  geometric  lines  of  minimalism. 
He  prefers  bare  bones  to  curvy  flesh. 
A  "pretty"  picture  isn't  the  point. 
And  while  Rowell  doesn't  always 
agree  with  his  taste,  Kramarsky  is  her 
man  when  she  needs  a  sharp,  opin- 
ionated eye  about  the  minimalist 
genre,  moma  now  collects  several 
artists  whom  Kramarsky  discovered. 

Kramarsky  encourages  friends, 
curators  and  dealers  to  put  their 
money  on  the  same  dark  horses  he 
backs.  He's  a  collectors'  committee 
member  at  the  National  Gallery  of 
Art  in  Washington,  D.C.,  and  friend 
and  guide  to  collectors  from  around 
the  world. 

On  a  recent  visit  to  his  office/exhi- 
bition space  in  New  York's  SoHo  dis- 
trict, Kramarsky  steered  a  troop  of 
Los  Angeles  collectors  through  his 
collection.  Among  them  was  software 
programmer  Peter  Norton,  who  sold 
Peter  Norton  Computing  Inc.  for 
$70  million  in  1990.  The  Kramarsky 
tour  is  one  of  the  most  coveted  invi- 
tations in  the  art  world.  Here  people 
can  see  drawings  by  Jasper  Johns 
(whose  painting,  "False  Start,"  was 
bought  by  publisher  S.I.  Newhouse 
for  $17  million  in  1988)  hanging 
next  to  a  stark,  black-and-white  work 
by  David  Jeffrey.  Who?  Jeffrey,  a 
former  coal  miner  from  West  Virginia 
who  graduated  from  the  Pratt  Insti- 
tute in  1987,  lives  in  Brooklyn.  His 
work  is  now  owned  by  MoMA,  the 


Drawing  by  Kramarsky  find  Mark  Sheinkman 
The  Fogg  Museum  has  ten  of  his  works. 


Brooklyn  Museum  and  Louisiana 
Museum  in  Denmark. 

"It's  the  old  bait-and-switch," 
chuckles  Kramarsky.  "People  will  look 
at  a  work  they've  never  heard  of  if  it 
hangs  near  another  they  know  they're 
supposed  to  like."  Sure  enough,  the 
group  takes  careful  note  of  Jeffrey. 

As  the  Chanel  workboot-shod 
crowd  shuffles  out  the  door,  in  come 
two  Mexican  collectors.  They,  too, 
make  the  Jeffrey-Johns  wall  connec- 
tion. First  the  woman  wants  to  buy 
the  Johns.  "That's  not  for  sale,"  Kra- 
marsky politely  explains. 

The  young  couple  leave  with  Jef- 
frey's name  and  two  days  later  buy  a 
drawing  for  $4,500  directly  from  the 


artist.  (Kramarsky  is  not  a  dealer,  but 
acts  as  a  high -voltage  conduit.) 

Uptown,  in  the  wood-paneled 
Century  Association  on  West  43rd 
Street,  Kramarsky  displays  art  in  a 
gallery  alcove.  Marquee  names  like 
Johns  and  Richard  Serra  tease  Centu- 
rions. Then  they  stumble  upon  draw- 
ings by  Mark  Sheinkman,  a  33-year- 
old  Princeton  graduate,  who  might 
have  seated  them  while  working  as  a 
maitre  d'  at  Tavern  on  the  Green. 
Last  year  Sheinkman  was  crating  art 
when  his  work  crossed  Kramarsky's 
desk.  Now  Sheinkman  has  ten  draw- 
ings in  Harvard's  Fogg  Museum  and 
his  work  hangs  in  a  Manhattan 
gallery.  Next  year  he  has  one-man 
shows  scheduled  in  Houston  and 
Belgium,  and  MoMA  wants  to  see  his 
drawings. 

"Wynn  looks  and  makes  his  own 
decisions  about  art,  and  other  collec- 
tors listen,"  says  Sheinkman,  who 
now  sells  works  for  up  to  $10,000. 

Some  of  his  artists  never  take  off, 
but  that  doesn't  bother  Kramarsky. 
"Museum  curators  collect  for  public 
purposes,"  says  Kramarsky,  "but  I 
don't  have  to.  If  it  interests  me  I 
hang  it  on  the  wall  even  if  the  artist's 
career  never  goes  anywhere." 

Here's  a  partial  list  of  young  artists 
Kramarsky  collects — their  drawings 
generally  sell  for  under  $5,000: 

David  Jeffrey.  Brooding,  black- 
and-white  images.  Often  charcoal  on 
paper.  Reminiscent  of  the  coal  mines 
he  worked  in  (718-636-3683). 

Sara  Sosnowy.  A  punch  of  color. 
Wisps  of  square  paper  delicately 
pinned  to  the  wall  to  form  a  mosaic. 
John  Weber  Gallery  (212-966-6115). 

Mark  Sheinkman.  Repeating 
squares  and  circles.  On  view  at  the 
Century  Association,  and  the  Morris- 
Healy  Gallery  (212-243-3753). 

Elena  del  Rivero.  Embroidery- like 
drawings  on  thin  paper.  The  Reina 
Sophia  museum  in  Madrid  wants  her 
work.  Sandra  Gering  Gallery  (212- 
226-8195). 

There  is  plenty  of  talent  waiting  to 
be  discovered  at  the  Drawing  Center 
(212-219-2166)  in  downtown  Man- 
hattan. See  some  of  Kramarsky's  blue- 
chip  art  in  the  Ellsworth  Kelly  retro- 
spective on  display  at  New  York's 
Guggenheim  Museum  through  Jan. 
15,  1997,  and  the  Johns  retrospective 
at  MoMA  through  Jan.  21,  1997.  H 
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for  only  $7§  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

nes  you  uV  2000-page  Investors  Reference  Library— Value  Line's  most  recent 
atlr.Ks  arc!  Reports  on  1700  slocks  and  the  practical  guide  How  to  Invest  in 
non  Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10 
reeks  for  Jjt56:$3S.  Available  only  once  every  three  years  to  any  household. 
DIAL  BONUS:  With  your  subscription  you  will  receive  as  an  extra  bonus  J.K. 
SKR'S  YOUR  INCOME  TAX  1997  with  •  expanded  personal  recordkeeper  •  tax 
intzer  •  worksheets  •  sample  forms  PLUS  'free  update  supplement  with  forms 
r  f'.'.Irg  •  telephone  hotline  •  tax  tips  on  the  Internet.  'The  winner  among  tax 
Hides."  -  Smart  Money.  (Retail  price  $14.95:  available  while  supplies  last.) 
Your  subscription  to  Value  Line  may  be  tax-deductible  Consult  your  lax 
advisor.  Send  check  or  money  order  along  with  name,  address  and 
zip  code  together  with  this  ad  or: 


Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  916G18  American  Express,  MasterCard  or  Visa.  24  hours  a  day.  7  days 
a  week.  II  you  are  not  completely  satisfied  return  all  materials  in  good  condition  within  30 
days  from  the  start  ol  your  subscription  tor  a  lull  refund  of  your  fee  Allow  4  weeks  for 
delivery.  NY  residents  add  sales  lax  Foreign  rates  upon  request.  y|j 

s.  The  Value  Line  Investment  Survey®  ^f|§§ 

life**.      PO  Box  3988  New  York. 

NY  10008-3988 


Classified 


BUSINESS  OPPQRTUHITIES 


40+  Hottest  Businesses 
From  Your  Home 
With  A  Computer! 

Special  FREE  Report  On 

•  What  home  businesses  are  working — where  •  What  equipment  you  will 
need  and  where  to  get  it  •  What  you  will  do  •  Which  businesses  you  can  start 
part  time  and  retain  your  present  job  •  What  your  costs  will  be  •  Where  you  can 
get  financing  •  Where  to  get  training  •  How  to  market  yourself,  your  ser- 
vices and  products  when  you  work  from  your  home  •  What  your  potential 
is  for  growth. 

Call  1-800-343-8014,  ext.  4570 


OTC 


OTC  Financial  Network 

Premiere  Research-Driven  Investor  Relations 

•  Custom  Research  Reports 

•  Complete  Range  of  IR  Services 

Contact:  Geoffrey  Eiten 
Toll  Free:  888-439-2787 
http://www.otcfn.com  J 


DIVERSIFY  YOUR  PORTFOLIO 
Learn  to  Trade  Commodity 
Futures  and  Options 

Call  JACK  CASE  1-800-382-0882 
Fax  1-419-385-6897 

Alaron  Trading  Corp 

There  is  risk  of  loss  in  futures  trading 


EXECUTIVE 
CONSULTING 

$150,000  PER  YEAR 

from  only  3-5  small  projects 
per  month.  Very  lucrative 
home-based  business  for  ex- 
perienced business  people 
with  good  communication 
skills  and  a  strong  desire  for 
personal  and  financial  inde- 
pendence. Work  with  an 
affiliated  corporation  of  a  30- 
year-old  CPA  firm  providing 
two  unique,  "bottom-line"  con- 
sulting services  to  a  broad 
spectrum  of  companies.  Mod- 
erate investment  required. 
May  be  operated  full  or  part- 
time.  Call  today  for  NO 
OBLIGATION  information 
and  video. 

800-660-0330 

Mon-Fri,  9am-5:30pm,CDT 


Franchise 

your  business! 

For  the  expert  help  you  need  call: 
1-800-FRANCHISE 
(1-800-372-6244) 

Francorp' 

Specialists  In  Franchise  Development 


i 

■  BACHELOR  .  MASTER  .  DOCTORATE 

B  •Management  <•  •Mediation 

H  ♦Engirwenng    •Computer  Suence  •Holistic  Care 

I  •Theology       •Chemical  Dependency  •Paralegal 

■  *Law  •Hole!  &  Rntauiant  •  Gt&d  T««cti 


La  Salle 


800)955-8879^ 


UniversityMan(tev,iie  la  704704 


franchising"". 

I  Franchise  your  business  for  growth 
I  and  success.  Call  Franchise 
|  Developments,  Inc.,  the  nation's  most  | 
■  experienced  franchise  consulting  firm.  ( 
jj412)  687-8484  or  800-576-5115  pQ| 


Universitv  Degrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin,  Public  Admin, 

Health  Care  Admin,  Human  Resources, 
Finance.  International  Business,  Tech  Mgmt, 
Law.  Paralegal,  Psychology.  Call  for  brochure 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E.  17  St-F,  Santa  Ana,  CA  92705 
http://www.scups.edu 
Email:  enroll@scups.edu 


BUSINESS  OPPORTUNITIES 


'FOR  SALE  BY  OWNER 

CONVENIENCE  STORES  *  RESTAURANTS  •  MOTEL5 
NURSERIES  •  NURSING  HOMES  •  PERSONAL  SERV 
AUTO  SERV,  •  MFC  •  WHSlE   DISTR  •  FLORISTS  ■ 
MISC.  RETAIL  •  TRANSPORTATION 
FROM  *60M»  SOME  WITH  TERMS  « 

NO  FEES  TO  BUYERS  fj(V 

WORLDWIDE 

^1-800-240-7355 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
DduUKin-  Call/Write  for  FREE  KIT: 
|OL«frv  P.O.BOX484-FB 
jk,  Y)r    y'  Wilmington,  DE  19899 
m  htd  800-321-CORP-  302-652-6532 


Build  a  successful  business 
using  your  computer!  We  do 
it  and  will  show  you  how. 
Patented  process,  no  nonsense 
proven  program,  high  profits, 
$7k  investment;  800-605-3744 


Major  British  university  offers 

International  MBA 

entirely  by  home  study. 
No  Bachelor's  degree  required. 


S  OVER  ONE  BILLION  S 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Mtflgfacturini  to  Small  Ritiil  Straps 

No  Brokerage  Fees 
To  Buy  or  Sell 
I -800-999- SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE 
FOR  THE  BEST  ASSET 
PROTECTION  AND  PRIVACY 

Companies  -  Bahamas,  BVI,  Cayman 
Trusts  -  Bank  &  Securities  Accts 
CreditCards  -  Address  &  Phone  Service 

(800)551-9105  cynjversalfJ| 

 http://www.ifu.net/ucs  


Investor's  Advantage 


We  Provide: 
•Protection  from  Lawsuits 
•Banking  Privacy  &  Brokerage  Services 
•Reduction  or  Elimination  of  Taxes 
•Asset  Protection  &  Privacy  'Estate  Planning 
Call  today  1-800-266-8211 
Merrill,  Scott  &  Associates 


Three  weeks  from  now  you 
can  begin  work  in  a  presti- 
gious and  rigorous  MBA 
^T^f^- y  program,  which  77ic  Economist 
^^Intelligence  Unit  has  included  in 
its  report.  Which  MBA?  A  Critical  Guide 
to  the  World's  Best  Programmes. 


published  in  I 


21) 


Heriot-Watt  University 

North  American  Distributor 
6921  Stockton  Ave..  Suite  5 
El  Ctrrito.CA  94530  •  Fax  (510)  528-3555 
Toll-free  (800)  THE  WATT  ext.  5 


I  l\l  CORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  Corporations  &  LL  C's. 


$25 


plus 

state  fees 


1 800-318-7407 

FM  502-652-6760 

http:ZAinim.corpco.com 


For  details  on 
FORBES  MARKET 
CLASSIFIED 
CALL  OR  FAX  LINDA  LOREN 
(212)  260-0620  or 
FAX  (212)  260-8183, 
e-mail:  lloren@forbes.com 
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Tax  Free 
Permanent 
Residency 


GOLF  EQUIPMENT 


The  lax  free  Turks  and  Caicos  Islands,  the  British 
dependency  only  575  miles  /  90  minutes  flying 
from  Miami,  now  offer  permanent  residency  for  an 
individual  or  family  for  a  commitment  of  as  little  as 
US$40,000  plus  fees. 

Many  high  net  worth  individuals  and  business 
people  have  already  expatriated  to  these  idyllic 
islands;  they  have  an  excellent  climate  and  are  free 
of  income  corporation  and  capital  taxes  such  as 
death  duties. 

If  your  strategy  requires  adoption  of  alternative 
citizenship  and  passport  as  such  we  can  arrange 
this  in  a  suitable  low  cost  jurisdiction. 

For  information  please  contact: 
Paul  Winder,  Director, 
INTERNATIONAL  COMPANY 
SERVICES  (TCI)  LIMITED 
PO  Box  107,  Oceanic  House, 
Duke  Street,  Grand  Turk, 
Turks  &  Caicos  Islands, 
British  West  Indies. 
Tel:  809  94  62828 
Fax:  809  94  62825 
E-Mail:  tcires(aicsI.com 


http:  //www. icsl.com 


EXECUTIVE  GIFTS 


»  16"  to  22"  models  ore  hand- 
crafted from  solid  mahogony  with 
handpainted  markings  and  details 

»  Over  160  models  in  slock 

•  Priced  from  $99  50 

•  Satisfaction  guoronteed 

Call  1-800-950  9944 


WOUKLUMNG  MUCUS 
Of  HNE 
»OOSOJIHUKS 

H255N<rti7%$rrwi 
S<omd*»«Krl  «85!40 
1602)9911811  — 


■  pJJtecttve  A 
r  Coating 

EXTREMELY  DURABLE 
RESISTS  ACIDS  RUST  ROT 
FOR  HOME  AND  INDUSTRIAL  USES 
WATERPROOFS  AND  SEALS 
FOR  BROCHURE  AND  FREE  SAMPLES 
800-631-2164  FAX:  908-364-4109 


rhe   hidden   costs   of  cigarette 
imoking  and  what  your  company  can 
io  about  it.  Free  report.  Call  Elliot 
Sssman  at  1-800-474-7416. 
ittp:www.autonomy.com.corp.html 


INVESTMENT  GEMSTONES 
GUARANTEED  LIQUIDITY!! 
We  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 
Free  wholesale  catalog  since  1967! 
Member:  Jewelers  Board  of 
Trade  &  Chamber  oj  Commerce. 

HOUSE  OF  ONYX 
I  Main  St.,  Greenville,  KV  42.145 
1-800-844-3100  or  KAX  502-338-9605 


BECOME  A 
BIG  HITTER!! 


THE  WHIP 


77 


GUARANTEES 
10%  to  15% 
more  yardage  off  the  tee! 

Introducing  "The  Whip"  a  new  driver  with 
a  carbon  shaft  that  allows  you  to  hit  a  golf 
ball  farther  and  straighter  than  ever  before. 
Many  of  the  players  who  have  actually 
used  "The  Whip"  call  it  the  greatest 
technological  advancement  in  golfing 
history.  You  are  guaranteed  to  hit  more 
fairways  and  increase  your  distance  by  up 
to  50  yards.  The  secret  in  this  new  golf 
club  is  the  light  carbon  shaft  that  allows 
you  to  increase  your  clubhead  speed  by 
25%  and  that  means  as  much  as  40 
additional  yards  off  the  tee,  guaranteed! 
This  revolutionary  shaft  is  made  from  the 
same  solid  carbon  material  that  is  used  on 
the  nose  cone  of  stealth  bombers.  The  "no-  Phls  J5  sln?pi„s  ,„„„«,„, 
torque"  shaft  means  the  clubhead  does  vlmo  2 *> 4  mks  del'wn) 
not  twist  and  is  always  square  at  impact. 


IMMEDIATE  RESULTS  INCLUDE: 
•10-15%  more  yardage  off  the  tee. 

•Increased  accuracy  because  there  is  no  twisting  (torque) 
of  the  shaft. 

•"Feel'each  shot  like  never  before  clue  to  the  shaft  material. 
•  1 00%  satisfaction,  30  -  day  money  back  guarantee. 


Call  toll  free  1-888-545- WHIP  (9447) 

to  order  by  Visa  or  Mastercard 
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Charter  Fleet  International 
Call  for  Quick  Quotes! 


1-800-355-JETS  (5387) 


Ultimately  Luxurious 


Choose  an 
"elevette" 
residential 
elevator  as  the 
ultimate  feature 
for  your  home,  or 
as  the  ultimate 
convenience  for  a 
loved  one  who 
shouldn't  use 
stairs. 


For  free  literature,  contact: 

INCLINATOR 

COMPANY    OfI  I  A  MERICA 

Dept.  7  A/" 

P0  Box  1557  T 
Harrisburg.  PA  17105-1557 
Phone  717-234-8065 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


All-inclusive  fractional  ownership  of 
Learjet®  and  Challenger'  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
Call:  1-800-590-JETS 


I     N  E 

JetSolutions 


U     S     I     N     E     S  S 


The  Executive  Aviation  Affiliate  of 

ArnericanAirlines 


FINE  ART 


SALVADOR  DALI 


"Cosmic  Rays" 

1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dalt 

Collect  Rare  Authentic  Prints 
from  the  #1  Source  for  Salvador  Dali 
SUP  ERSTATE  FINE  ART 

FREE  CATALOG 
800-999-DALI  (3254) 

outside  U.S.  call  310-798-1360 


'You've  been  eating 

too  much  garbage  lately.' 
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CZ]C  Concept  II 


Indoor  Rower 

tplete  exercise 

•  Time  efficient  workout 

•  Strength  and  endurance 
building  exercise 

•  Excellent  cross-trainer 

•  High  calorie  burner 

For  FREE  brochure  &  video 

1-800-769-5346 


©  1995  Concept  H.  Inc. 
Concept  II,  RR1  Box  1100-F88, 
Morrisvitle,  VT  05661-9727  FAX:  802-888-4791 
e-Mail:  rowing@concept2.com 
Web  site:  http://www.concept2.com 


i 1 


Richard  Petty 
Driving  Experience 

You  can  drive  a  Winston  Cup  stock  car! 
Available  year  round  at  Atlanta,  Charlotte,  and 
Las  Vegas  Motor  Speedways.  5  Courses  to  choose 
from  with  prices  starting  at  $329.99. 
Call  l-BOO-BE-PETTY  for  details! 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for  j 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager, 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1-800-FORBES-5. 


FORBES 

MAGAZINE'S 
FIJI  ISLAND 


EDITED  BY  DERO  A.  SADNDERS 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Nov.  15,  1926) 
"Records  kept  exclusively  by 
Forbes  reveal  that  no  fewer  than 
736  improved  dividends  have  been 
declared  during  the  last  ten  months. 
This  compares  with  578  last  year  and 
454  in  1924 — a  significant  commen- 
tary upon  the  measure  of  prosperity 
this  country  has  been  enjoying." 

"There  is  something  about  the 
people,  the  climate,  the  prosperity, 
the  progressiveness  of  California  that 
captivates  you.  Life  there  does  not 
appear  to  be  such  a  grinding  struggle 
as  elsewhere.  Buoyancy  abounds. 
The  home  people  are  so  heartily  in 
love  with  their  own  state  that  they 
gladly  put  themselves  out  to  win  the 
goodwill  of  visitors  and  newcomers. 
California  combines  the  wealth  of 
the  East  with  the  democratic  hospi- 
tality of  the  West." 


60 


years  ago 


(From  the  issue  of  Nov.  15,  1936) 


AUTOMOBILE    5  H  OW  NUMBER 


Car  on  Forbes'  1936  auto  show  cover  was 
unnamed,  but  they  were  all  look-alikes. 


World's  most 
powerful  steam 
locomotive, 
shown  with 
its  puny 
ancestor. 


"On  Nov.  3,  Californians  found  on 
their  ballots  a  question  which  called 
for  approval  or  disapproval  of  a  grad- 
uated license  tax  on  chain  stores, 
running  up  to  $500  a  store  for  own- 
ers of  nine  stores  or  more.  The  out- 
come was  a  victory  for  the  chains  by 
a  margin  of  200,000-plus  votes." 

50  years  ago 

(From  the  issue  of  Nov.  15,  1946) 
"In  sweeping  the  Republicans  into 
command  once  more,  even  at  the  risk 
of  confounding  Washington's  confu- 
sion by  decreeing  a  Democrat 
President  must  'get  along1  with  a  hos- 
tile Congress,  the  foremost  result 
achieved  by  the  U.S.  electorate  has 
been  to  terminate  with  decisive  final- 
ity the  phenomenal  political  era  of  the 
New  Deal." 

25  years  ago 

(From  the  issue  of  Nov.  15,  1971) 
"It's  an  all-too-familiar  pattern:  A 
rugged  man  with  a  powerful  vision 
takes  a  little  business  and  builds  it 
into  a  great  corporation.  But  the 
urge  for  power  that  made  him  great 
tends  finally  to  undermine  his  judg- 
ment. He  grows  old  but  refuses  to 
let  go  the  reins. 

"Is  Armand  Hammer  slipping  in 
that  direction?  Certainly  the  revolv- 
ing door  has  been  very  busy  recently 
at  Hammer's  Occidental  Petroleum 
Corp." 

"Mr.  Morgan's  rule:  He  sold  the 
dull  ones.  Another  way  to  put  it:  If 
you  are  going  to  take  the  risk  of 
being  in  the  stock  market — and 
some  studies  show  that  roughly  50% 
of  any  individual  stock's  change  is  a 
function  of  the  changing  value  of  the 
market  as  a  whole,  30%  is  a  function 
of  the  industry,  and  only  20%  is  the 
company  itself- — at  least  you  can  have 
a  chance  of  commensurate  reward." 
-Charles  D.  Ellis  of  Greenwich  Assocs. 


Greenwich  Associates'  Charlie  Ellis. 
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years  ago 


(From  the  issue  of  Nov.  17,  1986) 
"A.W.  (Tom)  Clausen,  retired  pres- 
ident of  the  World  Bank,  after  being 
called  to  resume  command  at  the 
troubled  Bank  of  America,  on  world 
economics:  'Economic  policies  are 
screwed  up  in  all  countries,  even 
ours.  But  in  some  developing  coun- 
tries they  are  really  screwed  up.'" 

"Sol  Shenk  [of  Consolidated  Stores] 
says  he  has  hated  to  pay  full  price  for 
anything  since  he  was  a  kid  in 
Columbus.  Even  today,  his  office  fur- 
niture, phone  systems,  store  fixtures 
and  store  leases  are  all  purchased  at 
distressed  prices.  Shenk  even  picked 
his  executive  vice  president,  Sol 
Nortlus,  and  100  of  his  retail  man- 
agers out  of  the  wreckage  of  a  region- 
al discount  chain.  'I  came  cheap,'  says 
Norflus,  stretching  the  truth.  His 
salary  today  is  $362,000."  M 


Bargain-seller  Sol  Shenk  of  Consoli- 
dated Stores  never  pays  full  price. 
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Herc'i  n  John  D.  Rockefeller 
wlf  story.  I  got  it  from 
a  friend  of  David  R. 
Forgan,  the  well-known 
Chicago  banker.  Mr.  Forgan 
was  playing  on  an 
Augusta,  Ga.  golf  course 
some  winters  ago  when 
Mr.  Rockefeller  "cut  in" 
on  the  17th  hole  to 
complete  his  regular 
nine  holes'  allowance 
just  as  Mr.  Forgan  and 
his  friends  reached  the 
tee.  Although  none  of  them 
knew  him  personally,  they 
at  once  recognized  him 
and  told  him,  aGo  ahead, 
Mr.  Rockefeller." 

"No,"  replied  the  aged  oil 
king,  "I'm  in  no  hurry  and 
I  have  no  right. "  And  he 
sat  down  on  the  bench. 

-B.C.  Forbes 


A  Text  .  .  . 

Wisdom  is  good  with  an 
inheritance:  and  by  it 
there  is  profit  to  them 
that  see  the  sun.  For 
wisdom  is  a  defence,  and 
money  is  a  defence:  but 
the  excellency  of  knowl- 
edge is,  that  wisdom 
giveth  life  to  them  that 
have  it. 

-Ecclesiastes  7:11-12 


Sent  in  by  Theodore  Lustig, 
Morgantown,  W.Va. 
What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


People  are  so  busy  dreaming 
the  American  Dream,  fanta- 
sizing about  what  they  could 
be  or  have  a  right  to  be, 
that  they're  all  asleep  at 
the  switch.  Consequently  we 
are  living  in  an  age  of 
Human  Error. 
-Florence  King 

The  errors  of  a  wise  man 

make  your  rule, 
Rather  than  the  perfections 

of  a  fool. 
-William  Blake 

Mistakes  are  a  fact  of  life: 
It  is  the  response  to  the 
error  that  counts. 
-Nikki  Giovanni 

A  life  spent  in  making 
mistakes  is  not  only  more 
honorable  but  more  useful 
than  a  life  spent  doing 
nothing. 

-George  Bernard  Shaw 


Every  great  mistake  has  a 
halfway  moment,  a  split 
second  when  it  can  be  recalled 
and  perhaps  remedied. 
-Pearl  Buck 

May  I  be  wrong,  for  when- 
ever men  are  right  they  are 
not  young. 

-E.E.  Cummings 

Intelligence  is  not  to 
make  no  mistakes,  but 
to  see  quickly  how  to 
make  them  good. 

-Bertolt  Brecht 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Individual  volumes  are  available  for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  31/?"  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-234-4553  and  charge  to  your  credit  card. 


The  greatest  blunders,  like 
the  thickest  ropes,  are  often 
compounded  of  a  multitude 
of  strands.  Take  the  rope 
apart,  separate  it  into  the 
small  strands  that  compose 
it,  and  you  can  break  them 
one  by  one.  You  think,  "That 
is  all  there  was!"  But  twist 
them  all  together  and  you 
have  something  tremendous. 
-Victor  Hugo 

It  is  worse  than  a  crime: 
It  is  a  blunder. 

-Joseph  Fouche 

Mistakes  are  almost  always 
of  a  sacred  nature.  Never 
try  to  correct  them.  On  the 
contrary,  rationalize 
them,  understand  them 
thoroughly. 
-Salvador  Dali 

The  man  who  can  own  up 
to  his  error  is  greater 
than  he  who  merely  knows 
how  to  avoid  making  it. 
-Cardinal  de  Retz 

Falsity  cannot  keep  an  idea 
from  being  beautiful;  there 
are  certain  errors  of  such 
ingenuity  that  one  could 
regret  their  not  ranking 
among  the  achievements  of 
the  human  mind. 
-Jean  Rostand 

The  errors  of  great  men  are 
venerable  because  they 
are  more  fruitful  than  the 
truths  of  little  men. 

-Nietzsche 

The  greatest  mistake  you 
can  make  in  life  is  to  be 
continually  fearing  you 
will  make  one. 

-Elbert  Hubbard 

A  poet  can  survive  every- 
thing but  a  misprint. 

-Oscar  Wilde 
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REMY  MARTIN 

100%  fine  champagne  cognac 
from  the  heart  of  the  most  celebrated 
growing  region  in  France. 


To  learn  more  about  cognac  and  the  world 
of  Remy  Martin,  call  1-800-678-REMY 
for  our  IO-rninute  video.  Complimentary, 
while  supplies  last;  offer  expires  5-31-97. 


GUCCI 

timepieces 

burdine's  hecht's 


ive  a  sheet  metal  soul  mate?  Call  1-800-4-JAGUAR  or  http://www.jaguarcars.com. 


A  new  breed  of  jaguar 


HONT 
BIANC 


THE  ART  OF  WRITING 


595  MADISON  AVE..  NEW  YORK  •  COPLEY  PLACE,  BOSTON  •  THE  MALL  AT  SHORT  HILLS,  SHORT  HILLS  •  ROOSEVELT  FIELD,  GARDEN  CITY 
ALA  MOANA  CENTER,  HONOLULU  •  900  NORTH  MICHIGAN  AVE  ,  CHICAGO  •  1 5 1  BLOOR  ST.  WEST,  TORONTO  •  SOMERSET  COLLECTION,  TROY  •  1-800-388-4810 

OPENING  DECEMBER  '96    1 00  GRANT  AVE  ,  SAN  FRANCISCO 
THE  SHOPS  AT  SELECT  BLOOMINGDALE'S,  MARSHALL  FIELD'S,  NEIMAN  MARCUS  AND  SAKS  FIFTH  AVENUE 


Features 


The  Ultimate  Perk  Air  Force  One,  executive-class  no 

Man  Oh  Man,  Was  It  Comfortable  George  Bush  remembers  AFi  120 

So  What's  The  Sultan  Flying  These  Days?  Ai  r  supremacy  124 

Dick's  Sticks  Raising  canes  126 

By  The  Hair  Of  Your  Chinny  Chin  Chin  a  look  back  at  beards  132 


re  162 


Mine  Is  Smaller  Than  Yours  Good  things,  little  packages  130 
The  Big  Greasy  Dining  to  die for  140 

LimOUSine  Legends  A  short  history,  by  Bruce  McCall  146 
Made  For  YOU  And  it's  just  my  size!  152 
Until  A  Cure  IS  Found  Got  anything  for  a  hangover?  157 
The  Fall  Line  A  ski  gear  sampler  162 

The  Andrew  Lloyd  Webber-Free  Guide  To  American  Musical  Theater  ig? 

ExCeSSOrieS  Blue  Christmas  172 


COVER  CREDITS  Clockwise  from  cent- 
er foreground:  Toy  cowboy,  c.  1935,  by  Elastol- 
in,  $35,  at  Second  Childhood®,  New  York,  212- 
989-6140.  Silver  Bugatti,  $1,500,  at  Bizarre 
Bazaar,  New  York,  800-431-4888.  Alligator  card 
case,  $565,  at  Asprey,  New  York,  800-883-2777. 
Toy  plane,  c.  1920,  by  Tootsietoy,  $125,  and 
wooden  yo-yo,  c.  1940,  $12,  at  Second  Child- 
hood® (see  above).  Antique  domino,  $245/set,  at 
Susan  P.  Meisel  Decorative  Arts,  New  York, 
212-254-0137.  TLX  ultraminiature  camera, 
$1,195,  by  Minox,  at  Leica  Camera  Inc.,  800- 
222-0118.  Miniature  fountain  pen,  $250,  by 
Montblanc,  800-388-4810.  Trout  fly,  $1.95,  at 
Manhattan  Custom  Tackle  Ltd.,  New  York, 
800-219-2000.  Handknit  wool  shooting  stock- 
ing, $125/pair,  and  red  wool  garter,  $20/pair,  at 
Holland  &  Holland,  New  York,  212-752-7755. 
Photographed  by  Monica  Stevenson.  Styled  by 
Mark  Grischke.  Props  by  Claire  Day. 
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Nixon  was  something  of 
an  inept  golfer. 
Early  in  his  political 
career,  a  frustrated 
Eisenhower  told 
him,  "Look  here — you  re 
young,  you  re  strong 
and  you  can  do  better." 
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Brrrilliant. 


Fuente  Fuente 
OpusX 


Cifuentesy  Cia  Partagas 
1845  Limited  Reserve 


Montecristo 


Fonseca  Imported 


The  right  blend  can 
also  create  a  rewarding  portfolio. 


The  best  cigars  are  created  when  the  whole  is  greater  than  the 
sum  of  the  parts.  Blend  is  everything.  The  right 
combination  is  also  essential  when  managing 
your  personal  assets.  Which  is  why  significant 


The  Private  Bank 


up-to-date  asset  allocation  techniques,  supported  by  innovative 
information  technology  and  communications 
systems,  and  in-depth  knowledge  of  global  financial 
markets.  If  you  have  substantial  assets  to  invest, 


investors  rely  on  the  expertise  of  Union  Bank  of  Switzerland. 
UBS'  portfolio  management  team  provides  clients  with  the  most 


call  Roger  Wacker  at  (213)  489-  0600.  Find  out  why  core  portfolios 
managed  by  UBS  have  meant  financial  security  for  generations. 


Union  Bank 
of  Switzerland 


Union  Bank  of  Switzerland,  444  South  Flower  Street.  Los  Angeles,  CA  9007L  Telephone:  (213)  489-0600.  Other  offices  in  North  America:  New  York,  Chicago,  Houston,  San  Francisco,  Toronto,  Montreal. 
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"Diplomacy  is  the  art  of  saying; 
'Nice  Doggie!'  till  you  can  find  a  rock." 
— Wynn  Catlin 


Let's  Go9  Let's  Show, 


Ah,  the  wan- 
ing days  of  au- 
tumn. Tailgate  parties, 
roaring  fires,  brilliant  leaves 
and,  of  course,  steer-wrestling.  On 
December  6,  the  National  Finals  Rodeo 
takes  place  in  Las  Vegas,  ten  days  of 
ropin',  ridin'  and  hangin'  on.  Now 
in  its  37th  season,  the  tournament  will 
crown  the  year's  top  money  winners 
in  eight  events,  including  calf-roping, 
bull-riding,  barrel-racing  and 
hog-tying  animal-rights  advo- 
cates. (Just  kidding.) 

Attendance  at  professional  rodeo 
events  topped  22  million  last  year, 
and  the  Finals  have  become  one  of  the 
toughest  tickets  in  sports,  usually 
selling  out  by  January  for  the  following 
December.  You  can  forget  tickets 
for  this  year,  but  don't  look  so  lone- 
some, pardner — ESPN  will  carry  the 


Let's  Rodeo 


event,  and  you  can  sign  up  now 
for  1997  seats.  Organizers  have  taken 
a  clue  from  the  NCAA  Final 
Four  and  will  conduct  a  random 
drawing.  Nine  thousand 
lucky  winners  from  30,000 
entries  will  receive  four 
tickets  each. 
Among  the  cowpokes 
worth  watching  in  this  year's 
National  Finals  will  be  saddle-bronc 
superstar  Billy  Etbauer.  A  native  of 
Ree  Heights,  South  Dakota,  Etbauer  was 
1992  saddle-bronc  riding  world  cham- 
pion, and  is  still  spry  enough  to  have 
earned  $50,000  in  just  30  days  last  spring.  If  you 
like  Etbauer's  style,  check  out  the  saddle-bronc 
school  he  runs  with  his  brothers  each  May  at 
Oklahoma  Panhandle  State  University  in  Goodwell. 
Four  days  of  instruction,  SJ50;  405-349-2611,  ext. 
254.  For  7997  National  Finals  Rodeo  ticket forms,  call 
Las  Vegas  Events,  702-895-J900. 


was  able  to  pop  a  few 
squirming  mice  fetuses 
onto  the  grill  and  into 
my  mouth." 

Geographic  Expeditions, 
8oo-jyy-8i8j. 


TASTES 
JUST  LIKE 
CHICKEN 

Geographic  Expeditions, 
the  Berkeley-based 
adventure  travel 
outfit,  recently  polled 
its  farflung  staffers  for 
the  strangest  foods 
they'd  ever  eaten.  Among 
the  more  delectable 
responses: 

Tom  Cole:  "I  was 
served  a  sheep's  head  at  a 


banquet  held  in  our 
honor  in  a  yurt  in 
Narayn,  just  north  of 
the  Turugart  Pass 
between  Kyrgyzstan 
and  China.  Parts  of  the 
jowl  were  excellent, 
although  I  disappointed 
our  Kyrgyz  hosts  by 
passing  up  the  eyeball." 

Jim  Sano:  "The 
Andean  delicacy  called 
cuy  is  essentially,  a  small 
beast  roasted  whole — 


head,  hair,  teeth  and 
everything — on  your 
plate.  It  tastes  a  little  like 
chicken  in  a  spicy  sauce. 
The  day  after  my  first 
encounter,  I  was  wander- 
ing around  a  local  market 
and  found  a  stall  of  cute 
live  guinea  pigs — cuy." 

Al  Read:  "In  a  remote 
jungle  village  in  southern 
China,  I  was  the  honored 
guest  at  a  banquet  in 
which  the  highlight  was  a 
dish  called  Just-Born 
Mice.'  Heavily  fortified 
by  potent  local  spirits,  I 
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Oh. . .  My  Aching  Tensor  Fascia  Latae 

The  last  few  stragglers  in  the  1996  New  York  Marathon  have 
been  mugged  in  the  Bronx  or  Medevaced  across  the  finish  line,  while  thou- 
sands more  are  limping  back  to  the  office  with  aching  muscles  and  joints. 

As  their  collective  moans  echo  down  the  city's  streets,  we  wonder:  what's 
the  one  muscle  they  neglected  to  stretch?  According  to  Bo  Walker,  a 
sports  massage  therapist  and  veteran  of  the  medical  tents  at  the  last  ten 
Marathons,  it  would  have  to  be  the  tensor fascia  latae — a  "hip  abductor" 
on  the  outer  thigh  that  moves  the  leg  outward.  "Folks  always  miss  their  i 
abductors,"  says  Walker,  who's  worked  on  Carl  Lewis  and  two-time  N.Y. 
Marathon  women's  champ  Tegla  Loroupe.  "They're  tricky  to  stretch." 

Walker  recommends  an  "active  isolation"  technique  for  the  tensors: 
lying  supine,  wrap  a  length  of  rope  around  your  foot  and  tilt  it  outward  by 
ten  degrees;  keeping  your  knee  locked  and  foot  tilted,  pull  your  straight 
leg  across  your  body's  midline;  then  release  to  the  starting  position  again. 

The  hip  abductors  are  an  integral  link  in  the  chain  of  muscles  that  op- 
erate the  knee  joint.  Ignoring  that  link  can  snap  the  whole  system.  Bo  Walker, 
212-724-7297.  Pick  up  Active  Isolated  Stretching  by  Aaron  Mattes,  $jo;  941-924-0462. 


Letters  of  dismissal 
have  long  been  a 
weapon  perfected  by 
women  to  torture  men. 
If  you've  ever  received  one, 
you  probably  threw  it 
into  the  fire.  That's  why 
so  few  of  them  survive. 

Near  Saffron  Walden  in 
1574,  Mercy  Harvey,  a 
milkmaid,  rejected  the 
persistent  advances  of  Lord 
Surrey:  "The  thing  you 
wot  of,  Milord,  were  a 
great  trespass  towards  God, 
a  great  offence  to  myself, 
a  great  grief  to  my  friends... 
and,  as  I  think,  a  great 
dishonour  to  yourself." 
French  ladies  mastered 


the  form  from  the  very  be- 
ginning. Mine  de  l'Esparbes 
dismissed  the  predatory 
Due  de  Lauzan  in  the  17th 
century:  "Many  reasons, 
which  would  take  me  too 
long  to  enumerate  severally, 
oblige  me  to  request  that 
you  make  your  visits  less 
frequent."  In  the  19th 
century,  the  writer  George 
Sand  had  a  wounding 
pen.  To  Alfred  de  Musset: 
"At  least,  when  you  are 
in  other  women's  arms,  you 
won't  think  of  me."  And  to 
Pietro  Pagello:  "I  shall  find 
it  hard  to  arrange  to  meet 
you;  you've  seen  what 
scenes  our  meetings  cause." 


All  the  starch  of  Vic- 
torian England  comes 
through  in  Trollope  when 
he  allows  his  Emily  Wharton 
coldly  to  dismiss  Arthur 
Fletcher:  "There  has  been 
so  much  true  friendship 
and  affection  between  us 
that  I  do  not  like  that  you 
should  hear  from  anyone 
but  myself  the  news  that  I 
am  going  to  be  married 
to  Mr.  Lopez  on  the  28th  of 
November." 

Should  you  ever  receive 
such  a  brush-off,  do  indeed 
draft  a  cynical  reply,  but 
then  throw  it  away  or  hold 
it  in  your  files.  Bitterness 
will  get  you  nowhere. 
Respond  to  her  rather  with 
dignity:  "Dear  Emily,  I 
regret  I  cannot  be  with  A 
you  on  the  28th." 

— George  Herrick  *fik,A. 
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Advanced  Tire -Kicking 


Ever  look  at  the  side  of  an 
automobile  tire  and  wonder 
what  all  those  numbers 
and  letters  mean?  Here's 
how  to  crack  the  code  next  time 
you  need  new  rubber. 

Start  with  the  long  series  on 
the  side  wall: 

The  P  indicates  the  tire  is  for 
passenger  cars.  Unless  you  own  a 
bus,  this  should  be  sufficient. 

The  255  is  width  in  millimeters; 
50  is  the  ratio  of  height  to  width. 
The  R  means  the  tire  is  a  radial. 
The  16  is  the  diameter  of  the 
wheel  in  inches. 

V  is  the  "speed-rating  symbol," 
which  indicates  the  top  speed  at 
which  a  tire  is  certified — in  this 
case,  149  mph — though  not  neces- 
sarily the  top  speed  it  can  handle. 
The  99  is  the  "load  index,"  a 
complex  code  indicating  the  maxi- 
mum load  a  tire  can  carry  at  the 
speed  rating.  Only  tire  engineers 
can  figure  it  out,  so  don't  sweat  it. 

Elsewhere  on  the  sidewall 
you'll  find  info  on  the  tire's  maxi- 


mum cold  inflation  and  maximum 
load  limit.  Look  for  the  letters 
DOT,  which  indicate  that  the  tire 
complies  with  Department  Of 
Transportation  safety  standards. 
Then  look  for  the  word 
"Treadware"  followed  by  a  num- 
ber. Higher  is  better:  200  is  twice 
as  good  as  100.  Then  look  for 
"Traction"  and  "Temperature," 
each  followed  by  the  ratings  A,  B 
or  C.  A  is  best. 

There's  some  other  gibberish 
there  to  indicate  the  manufac- 
turer's plant  code  and  when  the 
tire  was  made — 422,  for  instance, 
means  it  was  made  in  the  42nd 
week  of  1992.  You'll  also  be  able  to 
determine  the  number  of  plies  in 
the  sidewall  and  whether  the  tire 
is  tubeless  or  not. 

More,  obviously,  than  you  really 
need.  But  when  the  salesman  sees 
you  know  what  you're  talking 
about,  he'll  be  impressed.  Which  is 
the  whole  point  of  arcane  knowl- 
edge— one-up  s  m  an  s  h  i  p . 

He  might  even  cut  you  a  deal. 


Neckwear  de- 
signer Lee  Alli- 
son knows  who 
his  customers  are.  They're  the  same 
people  he  used  to  work  for,  as  an 
investment  banker  at  Merrill  Lynch 
in  the  early  '80s  and  as  an  account 
executive  at  the  Leo  Burnett  Co. 
later  on.  Now  he's  got  a  real  job, 
and  his  whimsical,  retro-macho  tie 
designs — bowling  pins,  road 
signs,  razor  blades,  auto  parts, 
cocktails,  cigars — will  look  sharp 
on  everyone  from  meaty  Wall 
Streeters  to  silky  Madison  Avenue 
types.  Maybe  even  on  you.  Lee 
Allison  Four-In-Hands,  $78.  At  all 
Barneys,  or  at  312-276-71 72. 


Sculpture  Most  Fowl 


One  wing,  one 
week.  That's 
the  pace  at 
which  South 
Carolina  sculptor 
Grainger  McKoy  re- 
creates a  hunter's  fa- 
vorite millisecond: 
when  a  covey  of  quail 
bursts  from  its  pro- 
tective, grassy  cover. 

Using  stop-action 
photography  and  live 
birds — "I  have  a  quail 
walking  around  my 
studio,  but  most  of 
them  are  in  the 
freezer" — McKoy 
strives  for  the  accu- 
racy and  aesthetic 
form  of  his  artistic 
inspiration,  John 
Jay  Audubon. 
Unlike 
Audubon, 
whose  sub- 
ejects  were  con- 
torted to  fit  the 
printed  page, 
McKoy's  birds  soar 
in  the  air  and  slice 


through  still  water. 
Formations  are  held 
in  place  by  a  thin 
steel  superstructure 

At  age  12,  McKoy 
was  carving  decoys, 
and  over  time  re- 
fined those  rough 
cuts  and  simple 
shapes.  So  accurate 
are  his  reproduc- 
tions— made  from 
basswood,  the  same 
material  used  to 
make  tongue  de- 
pressors— McKoy's 
work  is  often  mis- 
taken for  taxidermy. 
One  wing  alone  may 
have  75  feathers, 
each  individually 
carved,  textured  with 
a  soldering  iron, 
painted,  then  placed 
in  position. 

McKoy's  sculp- 
tures, which  run  "not 
less  than  $50,000," 
have  been  exhibited 
at  New  York's 
Museum  Of  Natural 


History  and  snapped 
up  by  many  prominent 
private  collectors. 
His  studio  is  located 
behind  his  200-year- 
old  plantation  house 
in  Sumter,  where 
he  acts  not  only  as 
artist  but  as  his  own 
agent  and  shipping 
department.  Write 
Grainger  McKoy,  490 
Highway  261  North, 
Sumter,  SC 29154. 
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Explore 

new  dimension.-. 

mtrnie. 
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The  Store  We've  Been 
Looking  For 

Attention  Women  Shoppers:  we  think  we  have 
found  the  perfect  store,  in  which  you'll  find  something 
for  the  man  who  already  has  everything.  What  sold 
us  was  the  four-foot-long  model  of  a  1945-vintage  B-25 
bomber  hanging  from  the  ceiling  (cost  $1,800).  Then 
there  were  the  vintage  pond  sailboats.  The  clincher  was 
the  original  pin-up  poster  art  by  masters  of  that  titillat- 
ing genre:  Earl  Moran,  Gil  Elvgren  and,  of  course, 
Alberto  Vargas. 

The  place  is  Susan  P.  Meisel  Decorative  Arts,  133 
Prince  Street,  New  York,  NY  10012;  212-254-0137  (Tues.- 
Sat.,  10-6).  Next  door  is  her  husband's  fine  arts  gallery, 
Louis  K.  Meisel  Gallery,  141  Prince  Street;  212-677-1340. 
Mr.  Meisel  is  author,  with  Charles  G.  Martignette,  of 
the  newly  published  definitive  book  on  pin-up  art  called 
The  Great  American  Pin-Up,  which  includes  900  color 
plates  (Benedikt  Taschen  Verlag,  Cologne;  $40).  The 
original  of  the  beauty  featured  here  runs  in  the  high  five 
figures.  Thank  heavens  for  reproductions. 


Loco-lotion 


What  with  the  wind,  rain,  dust, 
dirt,  tumbleweeds,  cactus  prongs 
and  scorching  sun,  the  only  reason 
folks  out  West  have  any  skin  left 
at  all  is  Porter's  Lotion.  Previously 
brewed  in  a  barrel  behind  the 
Bungalow  drugstore  in  Bozeman, 
Montana,  Porter's  has  now  gone 
national.  So  what  if 
it  smells  like  furniture 
polish?  The  blend 
of  witch  hazel, 
glycerin,  alcohol, 
greensoap,  cam- 
phor and  rosemary 
oil  should  turn 
your  leathery  skin 
baby's-bottom 
smooth.  About  $14 
for  #.5  ounces.  At 
Nature  Company 
stores,  or  direct  at 
800-806-1161. 


[  Dead-Letter  Office] 


Dear  NRA  member  or  current  resident... 

(Mailbox  in  rural  Mississippi) 
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With  our  new  system,  you  can  basica 
control  everything  in  your  house  but  your  kids 
But  don't  think  we're  not  working  on  it. 


Welcome  to  Stage  3.  A  n 
Kenwood  home  products 
to  simplify  the  way  people 
with  their  technology.  The  Stage 
Home  Theater  Controller  (  KC-Z1 ) 
features  Dolby*  Digital  (AC-3)  and 
THX*  Cinema  for  surround  sound.  But. the 
of  Stage  3  is  the  portable  TouchPanel 
intuitive  graphic  interface  lets  you  do  every 


HOME   AUDIO.    CAR   AUDIO.  COMMUNICATIONS. 


u 


need  directions? 


Or  do  you  know  where  you're  going? 


Have  the  roads  become  unfamiliar? 


Or  do  you  know  your  way  around? 


Today,  technology 


is  taking  us  places 


we've  never  been. 


You  can  stop 


and  ask  someone 


or 


just  look  for  the  next  landmark. 


The  1997  Chrysler  Cirrus  LXi 


for  store  locations  or  more  information  call  1-800-388-6785 


(MR.  SISYPHUS) 


The  Ten-Pound Monkey 


Losing:  your  sanity  is 
much  easier  than 
losing;  "some  weig;ht" 


In  my  twenties  I  made  one  of  those 
mad,  marathon  car  sprints  across  the  coun- 
try driven  by  lust,  romance  and  the  desper- 
ate knowledge  that  she  had  met  someone 
else.  The  bolt  was  fueled  by  gallons  of  road 
coffee  and  occasional  junk  food,  and  at  the 
end  of  the  four  days  I  had  lost  ten  pounds. 
She  found  me  gaunt  and  interesting,  and 
whatever  we  had  rekindled  for  a  while. 

Ten  pounds  can  transform  you. 

I  am  older  now,  about  the  age  of,  say, 
Harrison  Ford.  When  I  stand  in  front  of  the 
mirror,  I  am  aware  that  there  has  been  some 
buildup,  some  slippage  and  some  shifting 
of  the  tectonic  plates.  But  if  I  lost  just  ten 
pounds,  I  think  to  myself,  all  would  be  well. 
I  could  buy  new  clothes,  Brioni,  Armani, 
cut  to  emphasize  breadth  of  shoulder  and 
slimness  of  waist.  Women  would  look,  and 
then  look  again  and  smile.  Men  would 
defer.  I  would  go  shirtless  in  good  weather. 
My  back  would  not  hurt. 

Ten  pounds.  I  had  a  friend  in  college 
who  lost  35  pounds  over  the  summer  when 
he  stopped  playing  football.  I  know  some- 
one else  who,  suddenly  aware  of  his  mor- 
tality, dropped  50  pounds  in  five  months. 
Fifty  pounds.  That's  like  losing  an  entire 
Labrador  retriever.  How  tough  can  it  be  to 
take  off  ten  pounds?  Everybody  has  ten 
pounds  to  lose.  The  problem  lies  in  how  to 
get  them  off. 

We  are  adults  now.  We  no  longer  be- 
lieve in  the  weight-loss  myths:  a  grapefruit 
with  every  meal  and  eat  everything  you 
want,  exotic  teas  that  allow  you  chocolate 
cake,  high  protein/low  carbohydrate,  low 


By  David  Taylor 


protein/high  carbohydrate,  sherry  and  eggs. 
We  understand  the  immutable  equation: 
low  calorie  intake  and 
high  calorie  output  re- 
sults in  weight  loss. 

Ten  pounds  is  not 
going  to  be  easy,  but  it 
will  be  gone. 

There  are  two  ways  to  go 
about  it.  Remove  from  your 
life  some  daily  high-calo- 
rie event,  like  the  before- 
dinner  martini,  or  add 
some  daily  calorie-burn- 
ing exercise.  This  is  go- 
ing to  be  tough  enough 
without  wallowing  in  self 
denial.  Keep  the  martini.  Add 
the  exercise. 

Ab  crunchers,  rowing  ma- 
chines, exercise  tapes,  Nordic 
Track,  Soloflex,  Health  Rider, 
treadmills,  Stairmaster,  Life- 
cycle — devices  guaranteed  to  boil 
the  fat  off  you  like  butter  near  a  ^ 
flame.  Somewhere  in  that  multi- 
billion-dollar  exercise  and  diet 
industry  waits  the  perfect  engine 
for  salvation. 

After  a  week  of  procrastinating,  ^ 
of  reading  ads  for  fifteen-hundred- 
dollar  computerized  exercise  gizmos, 
I  borrowed  a  bicycle  from  a  friend. 
The  plan  was  to  get  up  early  and  set  out 
in  the  cool  of  the  morning.  I  would 
start  slowly,  a  four-mile  loop  on  a 
little-trafficked  road  through  sum- 
mer woods,  and  back  home  on 
the  main  road,  a  final  uphill 
grind  that  would  prove  the  se- 
riousness of  my  intent  yet  be 
made  palatable  by  the  lure  of 
coffee,  a  shower  and  a  sense  of 
accomplishment.  I  would  shed 
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weight,  raise  mi  aerobic  efficiency 
and  ton;,  my  muscles,  a  hat  trick  of 
health  and  self-esteem. 

The  ride  was  everything  it  should 
have  been.  There  was  the  rush  of 
wind  on  the  downhills,  the  smell  of 
pine  and  dew-wet  grass,  the  powerful 
surge  on  the  rises,  the  crest  of  each  hill 
a  visible,  attainable  goal,  the  hum  of 
the  tires  on  the  asphalt  and  the  break 
of  sweat — evidence  of  virtue,  of  calo- 
ries melting  away.  The  final  uphill 
grind  was  just  that,  and  at  the  end,  as 
I  got  off  the  bike,  my  thighs  and 
calves  had  a  wooden  tightness  that 
spoke  of  muscles  building  and  fat  de- 
composing. Soon  I  would  be  walking 


like  a  big  cat.  For  breakfast  I  had  or- 
ange juice,  coffee — no  sugar — dry 
toast.  And  who  needs  a  martini?  I  was 
on  my  way.  I  would  ride  every  day.  I 
would  eat  like  a  bird. 

I  vowed  not  to  weigh  myself  for 
a  week. 

One  pound!?  Step  back  on  the  scale 
and  look  again.  One  pound!?  A  week 
of  abnegation,  living  like  a  stylite,  and 
one  pound!?  Maybe  it's  the  scale. 

Ralph  Waldo  Emerson  said,  "Every 
day  do  one  thing  that  makes  you 
afraid."  I  gave  up  the  forest  loop  and 
doubled  my  roadwork.  This  put  me 
on  the  main  drag  where  the  cars  flew 
up  out  of  my  blind  spot  and  slashed 
past  in  a  blast  of  wind.  My  knees  felt 
as  fragile  as  light  bulbs,  and  my  skull 
seemed  to  have  the  tensile  strength  of 
a  robin's  egg.  I  yearned  for  the  quiet 
woodland  track  with  its  pine  smells, 
gentle  glides  and  short  rises.  But  I 
pushed  on. 

The  new  route  ended  in  a  mile- 
long  hill  that  left  me  whimpering 
with  thighs  like  goo.  Feel  the  burn. 
No  pain,  no  gain.  When  the  going 
gets  tough....  At  home  I  reduced 


my  caloric  intake  to  a  level  barely 
able  to  sustain  life  in  a  gerbil.  I  ruth- 
lessly purged  the  house  of  fat  and 
sugar.  I  would  not  weigh  myself  for 
three  weeks. 

My  wife  and  children  found  rea- 
sons to  eat  elsewhere.  They  were 
driven  to  accept  invitations  from  peo- 
ple they  did  not  particularly  like.  They 
had  errands  in  town  at  mealtimes,  and 
I  knew  they  were  at  restaurants  con- 
suming fat.  I  dreamt  of  sausages,  of 
bearnaise  sauce,  of  baked  potatoes  and 
butter.  I  covered  my  irritability  with 
a  false  cheerfulness  that  grated  every- 
one like  fingernails  on  a  blackboard. 
One  day  I  found  half  a  Snickers  bar 


way  back  in  the  refrigerator  behind 
the  bowls  of  tabbouleh  and  tofu  and 
inhaled  it  furtively  behind  the  house 
like  a  kid  sneaking  a  smoke.  Then,  in 
a  welter  of  self-recrimination,  I  jump- 
ed on  the  bike  and  ground  myself  into 
exhaustion. 

Suddenly  my  waistbands  had  slack. 
I  instinctively  took  the  stairs  two  at  a 
time.  A  favorite  jacket  that  had  hung 
unworn  for  years  in  the  back  of  the 
closet  not  only  buttoned,  but  draped 
as  if  Cary  Grant's  tailor  had  been  at 
work.  I  had  energy.  I  slept  like  a  baby. 
Aside  from  the  continuous,  gnawing 
hunger,  the  way  my  salivary  glands 
flooded  when  I  smelled  frying  meat, 
and  the  chafed  skin  on  my  inner 
thighs,  I  was  a  much  improved  man. 

I  got  on  the  scales. 

Nine  pounds  down.  Nine — as  close 
as  you  can  get  to  ten  without  being 
there.  As  close  as  damn  all.  Nine  pounds. 

In  two  more  days,  I  had  whittled  it 
to  nine  and  three  quarters.  And  there 
it  stuck.  Nine  and  three  quarters  the 
third  day,  and  nine  and  three  quarters 
the  fourth.  I  ate  less.  A  cricket  would 
have  starved  to  death.  I  bicycled  more. 


I  am  not  a  fanatic,  but  a  quarter  of  a| 
pound... surely  we  have  enough  con4 
trol  over  ourselves  to  lose  a  quarter  of) 
a  pound.  Don't  we?  Six  days — ninq 
and  three  quarters. 

I  was  bicycling  twice  a  day,  and  the 
mile  uphill  at  the  end  had  taken  on 
the  grimness  of  the  Bataan  Death! 
March.  On  the  seventh  day  of  thei 
Battle  of  A  Quarter  Pound,  I  took 
one  hand  off  the  handlebars  to  wipel 
away  a  tear.  The  bike  slewed.  The| 
front  tire  found  the  gravel  shoulder, 
and  I  went  down.  I  arose  without  a 
scratch  (I  would  have  been  happy  to 
give  up  a  quarter  of  a  pint  of  blood  to 
make  weight),  but  the  front  wheel  of 
the  bike  was  bent  way  out  of  true. 

The  bike  shop  said  it  would  take  a 
day  or  two  to  replace  the  rim.  Did  I 
want  a  loaner?  No.  I  wanted  a  rest. 

We  had  guests.  Only  the  most  self- 
involved  host  would  demand  that  his 
friends  follow  his  diet  of  rusks  and  dis- 
tilled water.  And  I  hadn't  had  a  mar- 
tini in  four  weeks.  Surely  one  martini 
wouldn't  hurt.  How  many  calories  can 
there  be  in  a  martini?  Besides,  maybe 
it  would  jump-start  the  system,  recon- 
figure the  body  chemistry  in  some 
mysterious  way  so  that  those  last 
ounces  would  evaporate. 

A  martini  will  make  you  hungry. 

It  rained  the  day  I  got  the  bike  back 
from  the  shop.  I  was  gun-shy  from  my 
fall.  Only  a  fanatic  rides  in  the  rain. 
Tomorrow  will  be  time  enough. 

It  rained  the  next  day. 

My  friend  wanted  his  bike  back. 

I  am  investigating  electric  muscle- 
stimulation  machines  that  provide 
you  with  more  exercise  while  you  are 
lying  down  than  you  could  get  by  run- 
ning the  marathon. 

The  health-food  store  is  advertis- 
ing a  lipolytic  drink  that  sluices  fat 
from  you  like  water  down  a  drain. 

There  is  a  growing  conviction 
among  members  of  the  medical  com- 
munity that  you  have  an  optimum 
weight  defined  by  your  own  body, 
that  it  is  impossible  to  permanently 
change  that  weight  and  that  it  is  fool- 
ish and  counterproductive  to  mess 
with  Mother  Nature. 

I  find  if  I  stand  up  straight,  my 
clothes  hang  in  an  acceptable  fashion.  • 


I  know  someone  who,  suddenly  aware  of  his  mortality > 

dropped  50  pounds  in  five  months.  Fifty  pounds. 
That's  like  losing  a  Labrador  retriever.  How  tough  can  it 

be  to  take  off  ten  pounds?  Everybody  has  ten 
pounds  to  lose.  The  problem  lies  in  how  to  get  them  off. 
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500  Rebate 
Package  makes  it 
even  easier  to  put  the 
DV1  in  your  pocket. 

Introducing  the  world's  smallest  and  * 
lightest  digital  camcorder  that's 
also  a  digital  still  camera.  mL 

The  DV1  puts  a  world  of  features,  right  in  your  pocket.  Jj$fy<>  j 

Its  digital  technology  empowers  it  with  a  superior  picture, 
CD  quality  audio,  100X  digital  zoom,  and  sophisticated 
effects  which  offer  18  scene  transitions  and  12  special 
effects.  In  snapshot  mode,  up  to  5,400  still  shots 
can  be  captured  on  a  single  tape.  For  a  color 
print,  connect  it  to  its  optional  GV-PT1  video 
printer.  A  docking  station,  included  with  the 
DV1 ,  allows  it  to  perform  digital  zoom  and 
five  other  digital  effects,  all  during  post 
production.  Its  JLIP  interface  lets  it  con- 
nect with  AV  equipment  and  personal  a 
computers  for  radical  multimedia  A 
use.  And,  you  get  all  these  fea-  \ 
tures  in  a  camcorder  that  weighs  ^k*M 
a  mere  one  pound.  *  ^jj^ 

Right  now,  with  our  special  $500 
Rebate  Package,  which  includes  a 
$300  DV1  Accessory  Kit,  plus  a  $200 
rebate,  the  JVC  DV1  CyberCam  will  fit  your 
budget  as  perfectly  as  your  pocket. 

Purchase  of  the  DV1  CyberCam  must  be  made  by  12/31/96.  See  your  authorized  JVC 
retailer  for  rebate  form  with  rules  and  special  restrictions. 

Get  a  FREE  DV1  Accessory  Kit  valued  at  $300, 
plus  a  $200  rebate.  Total  Value  $500! 


,,  .^DIGITAL. 

CyberCam 

Digital  Video  Camera 


Camera  shown  not  included. 


DM1  Accessory  Kit  includes:  Power  Grip,  two  additional  lithium 
batteries,  one  DVC  blank  tape,  and  deluxe  leather  carrying  case. 


.  Perfectly  Simple. 


Airline  Does  More  To  Keep  You  From  Experiencing  Cabin  Pressure. 

As  fellow  business  travelers  to  London  will  confirm,  Upper  Class®  by  Virgin  Atlantic  offers  a 
dramatically  different  way  of  traveling  -  and  thinking.  On  the  ground,  we  provide  extras  such  as 
free,  private  chauffeured-sedan  service  to  and  from  each  airport.  In  the  air,  our  unexpectedly 
relaxing  atmosphere  includes  spacious  lounges  and  bar  areas,  your  own  personal  entertainment 
center  and  huge  reclining  sleeper  seats  complete  with  sleepwear  and  up  to  15  inches  more  legroom  than 
other  business  classes.  And  remarkably,  Upper  Class  costs  no  more  than  a  business  class  ticket.  So  why 
not  experience  Virgin  Atlantic's  Upper  Class  and  let  us  take  the  pressure  out  of  your  business  travel. 
For  reservations  and  information  call  your  travel  agent  or  Virgin  Atlantic  Airways  at  800-862-8621. 

virgin  atlantic 

Virgin  Atlantic  Airways  offers  all  non-smoking  flights  to  London's  Heathrow  from  Los  Angeles,  San  Francisco,  Washington 
(Dulles),  JFK  and  Newark.  To  Gatwick  from  Boston,  Miami,  Orlando  and  Milwaukee  (via  Boston  on  Midwest  Express). 
And  to  Manchester  from  Orlando. 


Tank®  Franchise  Watch 

18Kgold. 

A  new  collection  of  Tank  watches. 
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150    YEARS    OF    HISTORY    AND  ROMANCE 


ATLANTA  ■  BAL  HARBOUR  ■  BEVERLY  HILLS  •  BOSTON  ■  CHEVY  CHASE  ■  CHICAGO  ■  FORT  LAUDERDALE  ■  HONOLULU 
HOUSTON  LAS  VEGAS  •  MONTREAL  ■  NEW  YORK  •  PALM  BEACH  •  SAN  DIEGO  ■  SAN  FRANCISCO  •  SOUTH  COAST  PLAZA  ■  ST.  LOUIS 
TORONTO  ■  VANCOUVER  •  ARUBA  •  FREEPORT  •  NASSAU  •  SAN  JUAN  ■  ST.  BARTHELEMY  ■  ST.  MARTIN  •  ST.  THOMAS 
For  a  copy  of  our  catalog,  call  1-800-CARTIER 


(auto  exoticism) 


Rebel  Without  A  Car 


By  Parnelli  Jones 


They  let  me  loose  on  the  back 
roads  of  Georgia  the  other  day  in  some- 
thing called  a  Panoz  AIV  Roadster.  Never 
mind  if  you've  never  heard  of  it — you  will. 
Until  about  two  years  ago  there  were  only 
a  handful  of  early  models  around.  By  next 
year,  though,  the  family-owned  company 
that  dreamed  up  the  car  plans  to  build  200 
vehicles  (600  by  '98)  and  sell  them  through 
Ford  dealerships  all  over  the  country.  But  I 
couldn't  wait  that  long.  The  car  I  saw 
looked  too  hot  to  wait  until  it  hit  the  mass 
market.  I  just  had  to  try  it  out. 

You  may  not  realize  what  a  real  event 
this  little  roadster  is  in  automotive  history. 
There  have  been  other  limited  production 
cars,  of  course,  but  they've  almost  always 
been  built  offshore — cars  like  the  DeLorean, 
for  example.  This  little  Georgia-based  out- 
fit is  building  the  first  made-in-America 
small-volume-production  car  I  can  remem- 
ber that  isn't  wholly  supported  by  a  giant 
auto  manufacturer. 

And  Panoz  has  been  real  smart  about  it. 
They've  made  a  car  that's  fast,  affordable 
and  a  hell  of  a  lot  of  fun.  It  goes  from  zero 
to  60  in  4.5  seconds,  fast  enough  to  give  the 
competition  a  run  for  its  money — the  new 
Plymouth  Prowler,  for  instance. 

There  are  two  simple  reasons  why  the 
Panoz  is  the  scrambler  it  turned  out  to  be: 
weight  and  power. 

First,  the  weight  factor.  Almost  every- 
thing is  aluminum,  about  65%  of  the  entire 
car.  Engine  block  and  cylinder  head,  pis- 
tons, tubular  frame,  wheels,  body  panels, 
even  the  seat  frames.  The  "AIV"  in  the 
Panoz  name,  in  fact,  stands  for  aluminum- 
intensive  vehicle. 

Now,  the  power  factor.  This  little  car — 
47  inches  high  and  shorter  in  length  than  a 
Mazda  Miata — is  powered  by  Ford's  new  4.6 
liter,  four-cam,  32-valve  V-8  engine.  That's 
right,  a  V-8,  305  horses  in  a  car  that  weighs 


just  a  little  over  2,000  pounds.  The  Panoz's 
power-to-weight  ratio,  in  fact,  is  better  than 
the  Corvette's  or  the  Dodge  Viper's. 

The  first  AIV  Roadster  I  ever  saw  up 
close  was  a  sharp-looking  metallic  blue,  and 
it  was  sitting  in  front  of  the  Chateau  Elan 
Winery  &c  Resort,  just  off  Interstate  85 
north  of  Atlanta.  I  remember  thinking  that 
Danny  Panoz,  the  energetic  inspiration  be- 
hind the  Roadster,  really  knows  how  to  put 
on  a  dynamite  presentation:  first,  build  a 


Until  the  Panoz 
AIV  rolled 
out  of  Georgia, 
there  was  no 
great  American 
roadster 


head-turning  sports  car,  then  park  it  in  front 
of  your  own  resort. 

The  Panoz  family  started  the  winery  and 
resort  about  15  years  ago,  and  it's  a  great 
place  to  keep  in  mind  for  anybody  who  at- 
tends road  races  down  at  Road  Adanta.  The 
place  is  only  a  few  minutes  from  the  track 
and  it's  first-rate  digs:  luxury  rooms,  spa, 
tennis  center,  six  restaurants  and,  lucky  me, 
three  18-hole  golf  courses. 
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We  were  standing  in  front  of  the  tem  and  the  air-conditioning  vents, 
hotel  looking  the  car  over  when        Then  I  hit  the  road.  Now,  I  don't 

Danny  wisecracked,  "Hey,  Parnelli,  have  a  lot  of  hair,  but  it  was  pretty 

can  you  drive  a  stick?"  I  laughed  and  well  rearranged  once  I  put  the  accel- 

said,  yeah,  I  thought  I  could  manage,  erator  down.  The  car  is  so  light  and 

The  first  thing  that  strikes  you  there's  so  much  low-end  torque  that  it 

about  the  Roadster  is  that  you  think  rockets  off  the  line,  just  like  a  .street 

you've  seen  it  somewhere  before,  rod.  I  took  it  through  the  paces  out  in 

Danny  Panoz  says  that  the  design  is  the  deserted  countryside,  hitting  about 

born  out  of  "sensory  memory,"  which  120  mph,  and  kept  waiting  to  learn 

means  that  it  takes  its  look  from  a  lot  the  downside  of  a  car  that's  practically 

of  past  designs,  from  the  Lotus  Seven  all  aluminum. 

and  Morgans  to  the  MGs  and  Bug-        But  there  wasn't  much  negative  to 

attis.  Personally,  my  mind  raced  back  report.  The  steering  is  super-quick 

to  old  Ford  roadsters.  As  kids  we  used  and  very  responsive,  as  it  is  in  a  race 


The  1997  Panoz  AIV Roadster: from  any  angle,  hotter  n  Georgia  asphalt. 


to  pull  the  fenders  off  and  turn  them 
into  hot  rods.  We'd  take  an  old  con- 
necting rod,  bend  it  by  heating  it  up, 
attach  a  headlight  to  the  top,  and  bolt 
the  rods  to  the  frame.  That's  what  the 
Panoz  headlights  reminded  me  of,  my 
old  street  rods. 

The  second  thing  you  notice  is 
that  to  climb  into  a  Panoz  you  "put  it 
on"  a  little  like  a  race  car:  one  hand  on 
the  body,  the  other  on  the  center 
console,  then  slide  in  under  the 
wheel.  Make  no  mistake,  this  car  is 
for  two  people  and  two  people  only. 
(It's  also  not  for  long  trips;  the  trunk 
will  fit  a  six-pack  cooler,  maybe).  The 
leather  interior  is  plain  and  the  con- 
trols are  simply  laid  out,  right  down 
to  the  four  speakers  in  the  sound  sys- 


car.  Plus,  the  designers  have  kept  the 
center  of  gravity  low,  so  it  handles 
great  at  high  speed.  When  I  stood  on 
the  brakes,  they  were  straight  as  could 
be  and  very  efficient. 

(The  Panoz  is  D.O.T.-exempt  from 
carrying  air  bags,  but  it  has  met  safety 
compliance  mainly  due  to  the  car's  ex- 
cellent steel  subframes). 

My  final  surprise  came  when  I 
slowed  down  and  found  that  you  can 
drive  this  five-speed  pretty  normally 
as  well:  at  60  mph,  you're  turning  less 
than  2,000  rpm.  You  can  also  have  a 
conversation  without  shouting.  It's  a 
nice  car  just  to  drive. 

There  are  still  a  couple  of  kinks  to 
work  out  on  the  Panoz,  but  they're 
minor.  I  could  have  used  just  a  bit 


more  elbow  room  on  the  left  side  in 
order  to  work  the  wheel  more  com- 
fortably, for  example.  But  the  design- 
ers told  me  that's  already  being  taken 
care  of.  They're  also  reworking  the 
gearshift  to  make  it  more  durable,  as 
well  as  adding  some  styling  changes, 
like  decking  the  dashboard  out  in 
burled  elm. 

Oh,  and  they're  adding  side  vents  for 
those  of  us  concerned  about  our  hair. 

Ready  for  the  sticker  price?  You're 
out  the  door  for  $56,750.  Not  bad 
considering  that  you  could  spend 
more  than  double  that  for  foreign 
technology  and  not  get  the  same 
value.  You  may  get  good  perfor- 
mance, but  there's  one  other  thing  I 
know  you  won't  get,  and  this  is  where 
the  Panoz  company  has  been  real 
smart:  if  anything  goes  wrong  with 
the  Panoz,  you  don't  have  to  wait  for 
a  Ph.D.  from  Stuttgart  to  come  and 
fix  it;  you  simply  drive  into  any  one 
of  the  country's  5,000  Ford  dealer- 
ships. Under  the  hood  it's  mainly 
Ford  technology,  after  all,  and  Ford 
parts.  They  can  get  you  back  on  the 
road  for  the  same  price  it  would  cost 
to  service  a  Mustang. 

There's  an  old  saying  among  rac- 
ing team  owners  that  I  think  applies 
just  as  well  to  anybody  with  the  guts 
to  develop  and  sell  a  brand-new  car: 
you  can  make  a  small  fortune  in  this 
business,  if  you  start  with  a  big  one. 
Which  is  another  way  of  saying,  it's 
always  a  gamble.  But  I  think  the 
Panoz  f  amily  is  on  to  something.  The 
Roadster  is  a  great  little  car. 

Next  year  the  company  is  coming 
out  with  their  second  car,  a  larger 
Ford-based,  all-aluminum  model  called 
the  Esperante.  A  race  version  of  the 
car  will  be  tested  next  year  at  Le  Mans. 
My  old  road-racing  friend  and  leg- 
endary builder,  Jack  Roush,  had  a  big 
hand  in  the  development  of  the  en- 
gine, and  Adrian  Reynard  is  designing 
and  .developing  the  chassis,  so  you 
know  it  will  be  hot.  I  hope  to  give  the 
Esperante  the  Parnelli  test  soon,  but 
I'll  stick  to  the  Georgia  back  roads.  • 

For  further  information  contact  the 
Panoz  Automotive  Development  Corp- 
oration at jjo-86y-4yg6. 
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The  Middleman 


By  Stephen  Tanzer 


Making;  the  case  for  Amer- 
ica's best  wine  importers 

It's  true  that  more  good  wine  is 
available  to  the  American  wine  lover  today 
than  ever  before.  But  this  is  just  another 
way  of  saying  that  now,  rather  than  having 
a  one-in-ten  chance  of  picking  something 
thoroughly  satisfying  off  the  shelf,  your 
odds  are  more  like  one-in-five. 

So  you  find  yourself  in  your  favorite 
wine  mart,  staring  at  a  row  of  Sancerres, 
all  priced  at  about  18  bucks  and  all  with 
fairly  identical-looking  labels.  How  do  you 
pick  the  crisp,  juicy  one  that  doesn't  smell 
like  canned  asparagus?  Or  a  Chateauneuf 
du  Pape  redolent  of  cherries  and  raspber- 
ries rather  than  prunes  and  Cheracol? 
Short  of  arming  yourself  with  a  swell  pub- 
lication like  the  International  Wine  Cellar, 
how  can  you  avoid  having  unprotected 
commerce  with  a  wine  retailer?  Without 
question,  your  best  strategy  is  to  look  fur- 
ther down  on  the  label  or  on  the  back  of 
the  bottle  for  the  importer's  name.  A  small 
group  of  consistently  quality-conscious 
importers  can  be  relied  on  to  select  the 
right  stuff  and  ship  it  to  America  without 
frying  or  freezing  it  along  the  way. 

The  importers  I've  highlighted  below  are 
specialists  who  cover  limited  geographic 
areas,  spending  many  weeks  each  year  visit- 
ing their  producers  and  tracking  down  new 
sources.  They  are  more  interested  in  find- 
ing individualistic  wines  than  in  establish- 
ing brands.  These  importers  have  small 
enough  operations  to  keep  close  tabs  on 
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BEVERLY  HILLS 
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their  growers  abroad,  tasting  every- 
thing at  least  once  before  buying,  but 
they  are  successful  enough  to  have 
reasonably  widespread  distribution 
in  major  U.S.  markets.  (Even  so,  the 
best  handmade  wines  will  never  be 
available  in  large  quantities,  and  only 
the  most  serious  shops  in  a  given  mar- 
ket have  access  to  these  wines.) 

If  your  local  liquor  store  doesn't 
stock  bottles  from  at  least  a  few  of  the 
importers  mentioned  below,  find  a 
new  retailer:  it's  a  safe  bet  there's  no 
one  on  the  premises  who  actually  takes 
home  anything  less  than  80  proof. 

Here's  my  short  list  of  the  trustiest 
importers,  grouped  by  geographic 
specialty. 

FRANCE  Kermit  Lynch  is  the  best 
known  of  the  new  wave  of  importers 
who  have  logged  thousands  of  kilo- 
meters in  search  of  artisanal  wines. 
Lynch  was  among  the  first  to  con- 
vince his  growers  to  bottle  their  wines 
without  harsh  filtration,  thus  preserv- 
ing the  wines'  inherent  material,  and 
he  was  a  pioneer  in  the  shipping  of 
wine  in  temperature-controlled  "reef- 
er" containers.  (Lynch  recounts  his 
dogged  quest  for  authentic  wines  in 
his  compellingly  readable  book,  Ad- 
ventures On  The  Wine  Route.)  During 
his  first  decade  as  an  importer,  Lynch 
mostly  hung  out  in  the  upscale  wine 
neighborhoods  of  France,  signing  up 
virtuoso  growers  in  Burgundy,  the 
Loire  and  Rhone  Valleys,  and  Cham- 


pagne. In  recent  years  Lynch  has 
combed  the  southern  French  coun- 
tryside for  less  expensive  but  equally 
distinctive  wines.  There's  no  particu- 
lar stylistic  thread  linking  Lynch's 
producers,  just  high  quality — and, 
befitting  Lynch's  legendary  reputa- 
tion, rather  high  markups.  (Stand- 
outs include  white  Burgundies  from 
Coche-Dury,  Francois  Jobard,  Guy 
Amiot,  Michel  Colin  and  Raveneau, 
and  a  splendid  group  of  northern 
Rhone  Valley  wines  from  Rostaing, 
Chave,  Verset  and  Clape.) 

The  phantom  Robert  Chadder- 
don,  even  less  frequently  sighted  than 
Lynch  on  this  side  of  the  Atlantic 
(some  wine  trade  insiders  claim  he 


exists  only  as  a  disembodied  tele- 
phone voice),  sells  the  lion's  share  of 
his  wine  to  leading  restaurants,  so  his 
bottles  are  harder  to  find  in  retail 
shops.  But  they  are  worth  a  special 
search:  impeccable  quality  at  fair 
prices.  Some  wines  to  look  for:  white 
Burgundies  from  Marc  Colin,  Vouv- 
rays  from  Huet,  Alsace  whites  from 
Boxler  and  Dirler. 

New  York-based  Neal  Rosen- 
thal, himself  slim  and  fastidious,  nat- 
urally enough  has  an  affinity  for  the 
clean  and  lean:  the  wines  he  imports 
are  crisply  made,  sharply  delineated 
and  true  to  their  type  and  soil.  Rosen- 
thal's growers  generally  eschew  the 
cosmetics  provided  by  a  lot  of  new 
oak,  and  as  a  result  his  wines  can  be 
rather  uncompromising  in  their  youth. 
Rosenthal,  who  began  his  career  as  a 
wine  merchant  working  with  Kermit 
Lynch,  similarly  avoids  filtration  wher- 
ever possible  and  routinely  ships  in 
reefer  containers.  Like  Lynch  and 
Chadderdon,  Rosenthal  also  repre- 
sents a  handful  of  small  estates  in 
Italy.  Among  the  cream  of  Rosen- 
thal's crop  of  growers:  Domaines 
Louis  Carillon  and  Ferret  for  white 
Burgundy,  and  Hubert  Lignier  and 
Ghislaine  Barthod  for  red;  Cham- 
pagnes from  J.  Lassalle  and  Larman- 
dier;  Sancerres  from  Lucien  Crochet, 
the  Vouvrays  of  Foreau,  Chateau 
Pradeaux  in  Bandol. 

Robert  Kacher's  portfolio  like- 
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BRUT 

Non-vintage  ($20-535): 
Bollinger  Special 
Cuvee*,  Charles 
Heidsieck  Reserve*, 
Larmandier  Premier 
Cru**,  Piper- 
Heidsieck  Brut**, 
Ployez-Jacquemart*, 
Pol  Roger*. 

Vintage  ($35~$6o): 
1989  Paul  Bara*,  1988 
Bollinger  Grande 
Annee*,  1985  Alfred 
Gratien**,  1990 
Laurent  Perrier  L.P.**, 


1985  Bruno  Paillard**, 

1988  Pol  Roger**,  1990 
Taittinger  Millesime*, 

1989  Veuve  Clicquot 
Reserve**. 


Prestige  cuvees  ($50- 
$120):  1985  Paul  Bara 
Comtesse  Marie  de 
France  *  *  * ,  1989 
Drappier  Grande 
Sendree*,  Gosset 
Grande  Reserve*,  1988 
Gosset  Celebris  *  *  * , 
1985  Gosset  Grand 
Millesime***,  1989 
Heidsieck  Monopole 


Excellent. 
**  l'.vcn  better 
*  I  he  very  best 


Diamant  Bleu***,  1990 
J.  Lassalle  Special  Club 
Brut***,  1988  Laurent 
Perrier  Grand 
Siecle***,  Krug  Grande 
Cuvee**,  1985  Krug***, 

1988  Moet&Chandon 
Dom  Perignon***, 

1989  Perrier-Jouet 
Fleur  de  Champagne*, 
1985  Philipponnat  Clos 
de  Goisses**,  1985 
Piper-Heidsieck 
Rare**,  1986  Pol  Roger 
Winston  Churchill***, 
1988  Veuve  Clicquot 
La  Grande  Dame**. 
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wise  spans  th  ivine-producing 
regions  of'  f  .  .  especially  Bur- 
gundy, Alsac*'  and  the  Rhone  Valley. 
Garrulous  and  enthusiastic,  Kacher  is 
the  ultimate  activist  importer,  spend- 
ing up  to  four  months  each  year  in  the 
cellars,  often  advising  his  growers  on 
the  vinification  of  their  wines.  Chief 
among  his  goals  are  keeping  crop  lev- 
els reasonable,  using  a  higher  per- 
centage of  new  oak  barrels  to  make 
cleaner,  richer  wine,  and  limiting  ma- 
nipulation of  the  unfinished  wines 
(i.e.,  racking,  fining  and  filtering)  to 
preserve  freshness  and  texture.  In 
some  cases  Kacher  actually  pays  for 
the  barrels  himself — a  surefire  way  to 
convince  a  French  grower  to  use  more 
new  oak.  While  some  purists  gripe 
that  the  aromas  and  flavors  of  oak  can 
overwhelm  the  taste  of  the  grapes, 
there  is  little  doubt  that  the  larger 
wine-loving  population  enjoys  these 
user-friendly  bottles.  Kacher's  best 
red  Burgundies,  from  domaines  like 
Serafin,  Claude  Dugat,  Chopin- 
Groffier,  Jayer-Gilles  and  Lech- 
eneaut,  are  among  the  most  des- 
perately sought  wines  in  the  Amer- 
ican marketplace,  but  Kacher  also  of- 
fers a  host  of  excellent,  easier-to-find, 
cheaper  wines  from  the  southern 
third  of  France.  Unlike  the  above  im- 
porters, who  are  more  comfortable 
hanging  out  with  their  growers  than 
pressing  the  flesh  stateside,  Kacher 
has  an  endless  thirst  for  showing  and 


discussing  his  bottles  one- 
on-one  with  wine  civil- 
ians: he  is  the  importer 
you're  most  likely  to  run 
into  in  a  wine  shop. 

Ex-Grand  Prix  racing 
driver  Alain  Junguenet, 
suave  and  unassuming,  has 
quietly  assembled  a  choice 
passel  of  French  wines, 
with  a  specialty  in  the 
Rhone  Valley  and  points 
south.  Of  particular  note  is 
his  collection  of  prime  Chateauneuf 
du  Pape  estates,  including  Henri 
Bonneau,  Le  Bosquet  des  Papes,  Clos 
des  Papes,  Chateau  Fortia,  Chateau 
Rayas  and  Vieux  Donjon.  Pricing  is 
extremely  reasonable. 

Other  dedicated  importers  spe- 
cializing in  French  wines  include 
Martine's  Wines,  Weygandt/  Metz- 
ler  Importing,  European  Cellars, 
Louis/Dressner  Selections  and 
Kysela  Pere  et  Fils. 

ITALY  American  Italophiles  are  well 
served  by  a  host  of  excellent  im- 
porters, chief  among  them  Vias  Im- 
ports, Vinifera  Imports,  Winebow, 
Inc.,  Diamond  Wine  Merchants, 
and  Villa  Italia  Imports.  But  the 
most  reliable  promise  of  excellence  on 
a  bottle  of  Italian  wine  is  a  back  label 
that  says  "A  Marc  de  Grazia  Sel- 
ection." Over  the  past  decade,  this 
Florence-based  superbroker  has  help- 


ROSE 

Non-vintage  ($25~$4o): 
Billecart-Salmon*  * , 
Larmandier  Premier 
Cru*,  J.  Lassalle*. 

Vintage  ($30-$6o): 
1989  Jacquesson 
Signature*,  1988  Pol 
Roger*,  1991 
Roederer*,  1988  Veuve 
Clicquot**. 

Prestige  cuve'es  ($60- 
$225):  1988  Gosset 
Grand  Rose**, 
Krug***,  1985  Laurent 
Perrier  Grand  Siecle 
Alexandra**,  1985 
Moet  &  Chandon 
|J3om  Perignon***, 


1988  Perrier-Jouet 
Fleur  de  Champagne*, 
1991  Taittinger  Comte 
de  Champagne***. 

BLANC  DE  BLANCS 

(100%  chardonnay) 

Non-vintage  ($25-$4o): 
Bariste-Pertois  Cuvee 
de  Reserve**, 
Drappier  Signature*, 
R.  &  L.  Legras  Grand 
Cru*,  Mumm  de 
Cramant*,J.  Selosse 
Grand  Cru*. 

Vintage  ($35-$6o): 
1986  Philipponnat 
Grand  Blanc*,  1988 


ol  Roger*,  1990 
Roederer**. 

Prestige  cuve'es  ($60- 
$180):  1988  R.  &L. 
Legras  Cuvee  Vincent 
Grand  Cru*,  1983 
Charles  Heidsieck 
Blanc  des 

Millenaires***,  1985 
Krug  Clos  du 
Mesnil***,  1983  Salon 
Le  Mesnil**,  1988 
Taittinger  Comtes  de 
Champagne***. 

Extra  dry/sec/demi- 
sec  (slightly  to  moder- 
ately sweet 
Champagne):  Veuve 
Clicquot  Demi-Sec*. 


fi   ed  transform  winemaking  ii 
if    m   Italy,  working  with  his  pro- 
si       I  ducers  to  capture  the  magi< 
of  their  vineyards,  creating 
non-traditional  blends,  anc 
often  encouraging  the  us( 
of  winemaking  technique 
that  depart  radically  fron 
established  practice.  D 
Grazia  is  especially  knowr 
for  his  new-wave  Barolo 
and  Barbarescos  from  the 
likes  of  Luciano  Sandrone 
Elio  Altare,  Domenico  Clerico,  Paolc 
Scavino  and  Albina  Rocca — winea 
that  tend  to  be  fruitier,  fresher  and 
better  balanced  than  the  region's  his 
torically  more  tannic  and  often  more 
rustic  wines.  Currently,  de  Grazia  is 
almost  single-handedly  rehabilitating 
some  of  Italy's  once-renowned  white 
wines  whose  reputations  had  been  ru 
ined  by  industrial-scale  co-ops  andj 
flagrant  commercialism.  (Try  the 
Soaves  of  Gini  or  the  Verdicchios 
from  Bisci,  to  see  what  these  varieties 
can  actually  taste  like  when  properly 
handled.)  De  Grazia's  very  popular 
wines  are  handled  by  numerous  local 
distributors  in  the  U.S.,  among  them 
Michael  Skurnik  Wines  (Westbury, 
NY),  Vin  Divino  (Chicago,  IL)  and 
Estate  Wines,  Ltd.  (San  Rafael,  CA)j 
Neil  Empson  is  another  Italy- 
based  broker  with  a  passion  for  qual- 
ity and  an  even  longer  track  record  for 
backing  winners.  Try  his  Brunello  d 
Montalcinos  from  Costanti  and  Pog- 
gio  Antico,  and  the  Northern  Italian 
white  wines  of  Jermann,  Pieropan  andl 
Ronco  dei  Tassi. 

SPAIN  Jorge  Ordonez  is  America's 
most  energetic  importer  of  Spanish 
wines,  having  introduced  a  host  of  es- 
tates not  previously  seen  in  the  U.S. 
market.  Ordonez's  special  talent  is  for 
ferreting  out  well-made  inexpensive 
wines  (try  Bodegas  Nekeas's  Vega 
Sindoa  wines  or  the  aggressively  pric- 
ed Riojas  from  Sierra  Cantabria)  that 
are  now  among  the  best  values  to  be 
found  on  U.S.  retail  shelves.  Ordonez 
also  brings  in  a  number  of  vibrant, 
stylish  white  wines  in  reefer  contain- 
ers; their  freshness  suggests  that  oxi- 
dized Spanish  whites  brought  over  by 
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[less  meticulous  importers  may  not 
pave  started  out  in  that  tired  state. 
Look  for  Albarinos  from  Bodegas  de 
Vilaririo-Cambados  and  the  quix- 
otically unpronounceable  Txakoli 
Txomin  Extaniz,  a  Basque  country 
white  made  from  those  unforgettable 
grape  varieties  hondarribi  zuri  and 
hondarribi  beltza. 

Steve  Metzler  is  another  topnotch 
source  of  classic  wines  from  Spain. 
Among  Metzler's  gems  are  the  world- 
class  Ribera  del  Duero  wine  called 
Pesquera  and  the  very  sophisticated 
sherries  from  Hidalgo. 

GERMANY  Not  very  long  ago, 
German  wine  was  purchased  by 
American  importers  and  retailers 
sight  unseen — and  taste  untasted — 
from  massive  brokers'  lists.  Much  of 
it,  it  should  come  as  no  surprise,  was 
insipid  plonk. 


Then,  in  the  mid-'8os,  Terry 
Theise  had  the  bright  idea  actually  to 
fly  to  Germany,  make  a  general  nui- 
sance of  himself  in  growers'  cellars 
and  bring  back  only  the  good  stuff. 
Theise,  known  within  the  industry  for 
his  novel-length  annual  catalogue 
featuring  excruciating  puns  and  over- 
the-top  tasting  notes  ("a  swash- 
buckling fiend  with  a  mineral-spice 
finish  that's  sharp  as  a  paper  cut"), 
has  amassed  a  collection  of  first-rate 
German  producers  covering  a  broad 
range  of  styles  and  prices.  Theise's 
markups  are  typically  charitable. 
Another  import  label,  Rudi  Wiest/ 
Cellars  International,  Inc.,  is  like- 
wise a  virtual  assurance  of  a  distinc- 
tive bottle  of  German  wine.  • 

Stephen  T an  zer  publishes  the  in- 
dependent bimonthly  newsletter  Inter- 
national Wine  Cellar. 


Importers  To  Seek  Out 


Kermit  Lynch, 
Berkeley,  CA; 
510-524-1524 

Robert 
Chadderdon 
Selections, 
New  York, 
NY; 

212-757-8185 

Neal  Rosenthal/ 
Select 
Vineyards, 
New  York, 
NY; 

800-910-1990 

Robert  Kacher 
Selections, 
Washington, 
DC;  202- 
832-9083 


Junguenet/ 
Wines  of 
Prance, 
Mountainside, 
NJ; 

908-654-6173 


Martine's 
Wines,  San 
Rafael,  CA; 
415-485-1800 

Weygandt/ 
Metzler 
Importing, 
Unionville,  PA; 
610-932-2745 

European 
Cellars,  New 
York,  NY; 
212-924-4949 

Louis/Dressner 
Selections, 
New  York, 
NY; 

212-319-8768 

Kysela  Pere 
et  Fils, 
Winchester, 
VA;  540-722- 


Vias  Imports, 
New  York,  NY; 
212-629-0200 


Vinifera 
Imports, 
Ronkonkoma, 
NY; 

516-467-5907 


Winebow,  Inc., 
New  York,  NY; 
800-445-0620 
Diamond  Wine 
Merchants, 
Emeryville,  CA; 
510-547-7766 

Villa  Italia 
Imports,  S.  San 
Francisco,  CA; 
415-873-6060 

Michael 
Skurnik  Wines, 
Westbury, 
NY; 

516-677-9300 

Vin  Divino, 
Chicago,  IL; 
312-281-3363 

Estate  Wines 
Ltd.,  San 


Rafael,  CA; 
415-492-9411 

Neil  Empson/ 
Empson  U.S.A., 
Alexandria,  VA; 
703-684-0900 

Jorge  Ordonez/ 
Fine  Estates 
From  Spain, 
Dedham,  MA; 
617-461-5767 

Steve  Metzler/ 
Classical  Wines 
From  Spain, 
Seattle,  WA; 
800-257-7725 

Terry  Theise 
Estate 
Selections, 
Jessup,  MD; 
301-470-1600 

Rudi  Wiest/ 
Cellars  Inter- 
national Inc., 
Carlsbad,  CA; 
619-753-4244 


OOWDO 


AVAILABLE  AT: 

Oliver  Peoples  Opticians 

Los  Angeles 

20/20  Optical 

New  York 

Optical  Shop  of  Aspen 

Aspen  /  Neivport  Beach /Phoenix 

Optica 

Boston/  Chicago  / Houston 

Market  Optical 

Seattle 

Central  Optica 

West  Hartford 

Invision 

San  Francisco 

Optical  Designs 

Santa  Monica 

Image  Eyes 

Salt  Lake  City 

Dr.  Weisman  Optometrists 

Tucson 

Dick  Story  Optical 

Oklahoma  City 

E.B.  Brown  Optical 

Cleveland 
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ADVERTl  i  MENT 


IWC,  International  Watch  Company,  introduces  a  limi- 
ted worldwide  edition  of  500  pieces  in  platinum  of  the 
new  10th  anniversary  DaVinci.  Experience  the  plea- 
sure of  wearing  a  tiny  piece  of  eternity  on  your  wrist. 

IWC's  DaVinci  Shines 
as  a  Masterpiece  of  Art 
and  Craftsmanship 


The  year  1995  marked  the  10th  anni- 
versary of  the  famed  DaVinci  timepiece 
from  IWC,  International  Watch  Com- 
pany. First  introduced  in  1985,  the  origi- 
nal DaVinci  was  the  world's  first  auto- 
matic chronograph  to  feature  a  500-year 
perpetual  calendar,  four-digit  year  dis- 
play and  peipetual  moonphase  display. 
Accurate  to  the  year  2499,  the  DaVinci 
was  the  most  outstanding  feat  in  watch- 
making to  date. 

Now,  in  honor  of  its  10th  anniversary. 


the  new  DaVinci  dons  a  10th  hand  - 
geared  to  make  the  timepiece  slightly 
more  complicated  and  a  bit  more  fasci- 
nating. The  10th  hand  is  a  split-seconds 
hand  that  turns  the  DaVinci  into  a  split- 
seconds  chronograph,  accurate  to  Vt  of  a 
second. 

The  DaVinci  Split-Seconds  Chronograph 
represents  a  pinnacle  in  watchmaking. 
There  are  only  a  very  few  manufacturers 
in  the  world  with  the  expertise  required 
to  design  and  build  a  Split-Seconds  Chro- 


Easily  recognized  by  the  third  push-piece  at  10  o'clock:  the  DaVinci  Split-Seconds 
Chronograph  has  a  tenth  hand. 


Stages  in  development  of  a  masterpie  X 
an  ardent  admirer  of  Leonardo"  -  ft\ 

nograph.  But  the  DaVinci  split-second 
with  its  perpetual  calendar  and  uniqu 
century  display  slide  has  virtually  n< 
equal.  It  therefore  satisfies  one  of  tht 
company's  main  aims:  to  build  watche 
unlike  anyone  else's.  This  does  not  simi 
ply  mean  doing  things  differently,  bu 
offering  more  and  mastering  new  techi 
nical  challenges. 

One  of  the  reasons  for  the  Da  Vinci's  un 
precedented  success  is  the  fact  that  it  com 
bines  incredible  ease  of  use  with  a  wealtl 
of  complex  and  attractive  features.  The 
rugged  automatic  movement  drives  nine 
different  hands,  a  small  golden  moondisc 
and  four  figures.  Water  resistant  to  30  me 
ters,  and  antimagnetic,  this  special  split- 
seconds  edition  of  the  DaVinci  features  ar 
additional  button  at  the  10:00  position  thai 
operates  the  10th  hand. 


ADVERTISEMENT 


^signer  Hano  Burtscher  -  "more  of  an  artist  than  a  graphic  designer, 
ion  for  the  DaVinci  in  the  Codex  Atlanticus. 


he  watch  of  the  century  was  designed 
i  the  spirit  of  Leonardo:  the  case, 
rown  and  push-pieces  unite  Italian 
armony  with  Swiss  precision. 


Only  500  pieces  will  be  made  of  this 
limited  Jubilee  version  in  platinum  but 
the  timepiece  also  is  available  in  18-Ka- 
rat  white,  rose,  or  yellow  gold.  It  is 
presented  in  a  stunning  wood  box  that 
bears  the  signature  of  Leonardo  da 
Vinci. 

In  fact,  the  DaVinci  timepiece  not  only 
gained  its  name  in  honor  of  the  great  in- 
ventor and  artist  Leonardo  da  Vinci,  but 
also  owes  its  case  design  to  its  name- 
sake. While  working  on  plans  for  fortifi- 
cations in  the  harbor  of  Piombino  in 
1499,  Leonardo  had  sketched  plans  for  a 


bastion  unlike  any  before  it,  consisting 
of  concentric  rings  with  four  semicircu- 
lar outposts.  The  original  drawings  can 
be  found  in  the  Codex  Atlanticus.  The 
DaVinci  case  shape  was  determined  by 
the  circles,  which  were  one  of  Leo- 
nardo's favorite  geometric  figures.  The 
fortress  was  never  built,  but  in  1985,  the 
concept  appeared  on  a  much  smaller 
scale:  as  the  case  for  a  wristwatch  with 
the  most  ingenious  perpetual  calendar 
ever  developed  that  would  withstand  the 
assaults  of  everyday  use  for  500  years 
and  more:  The  DaVinci  timepiece  by 
IWC. 

By  far  one  of  the  most  outstanding  works 
of  art,  craftsmanship  and  heritage  in  the 
world  of  fine  timepieces,  the  DaVinci 
Split-Seconds  Chronograph  is  indeed  a 


Leonardo 's  self-portrait  as  an  old  man: 
today  the  chalk  drawing  hangs  in  the 
Pinacoteca  Ambrosiana  in  Milan. 


shining  masterpiece.  What's  more,  instead 
of  being  hung  on  a  wall,  it  hangs  beauti- 
fully on  the  wrist  -  for  everyone  to  ad- 
mire. 

For  a  complete  color  catalog,  or  more 
information,  call  800-432-9330. 


IWC 

YS6S 


(O/HE  PASSION 

OF  PERFECTI 

(O^f  begins  and  enJs  with  the  most  profound  all 
io  detail:    Old-world  craftsmanship  wedded 
technology;  a  scu  Ipted  l8Ll 
?rpoint  to  glimmering  QQ5  F 


L    E  L/CJ  O    E    <J  F 

lain  Pen  Company 

Paris 


ne  of  a  retadi 


er  near  you, 


"2  .  386.Q200  U.S.A. 
.800  .  454-7367 

>  crowning  jewel  of 
each  LeBoeu/ pen  is  a 
signature  opal,  selected 
for  its  fire  and  brilliance. 
N  o  two  are  a  lie. 


(touring  pro) 


Good  Guide  Almighty 


By  Neal  Santelmann 


Into  the  bush — and  back 
out  again — with  Africa's 
best-trained  safari  guides 

Zimbabwe's  safari  industry  is  barely 
as  old  as  the  country,  which  won  indepen- 
dence in  1980  and  changed  its  name  from 
Rhodesia.  After  the  war,  the  local 
Zimbabwe  Professional 
Hunters  &  Guides  As- 
sociation (ZPHG  A) 
worked  with  the 
new  black-major- 
ity government  to 
create  a  first-rate 
program  for  train- 
ing and  licensing  hunters 
and  safari  guides — a  novel  approach 
in  Africa,  where  guiding  often  means 
anything  goes.  In  Kenya,  for  instance, 
long  the  classic  safari  destination,  any- 
one with  a  minibus  and  a  couple  of 
tents  can  call  himself  a  guide,  and  some 
do.  "We'd  seen  what  was  happening  else 
where  and  agreed  there  was  no  need  for 
Zimbabwe  to  follow  suit,"  recalls  Gavin 
Ford,  a  freelance  professional  guide  out  of 
Harare,  who  helped  institute  the  program. 
"As  a  profession,  you  have  to  have  high 
standards  where  people's  lives  are  at  stake." 

Guides  are  a  born  breed.  They  speak 
wistfully  of  lifelong  fascinations  with  the 
bush  —  that  untamed,  uniquely  African 
wilderness.  John  Stevens,  a  respected  guide 
who  worked  with  Ford  in  the  early  days  of 
the  training  program,  recalls  growing  up  in 
Zimbabwe's  mountainous  Eastern  High- 
lands near  the  border  with  Mozambique. 
With  the  bush  right  at  his  doorstep,  it 
wasn't  unusual  for  him  to  come  across  lions 
on  the  path.  Summer  days  were  spent  with 


young  Africans,  collecting  birds,  tracking 
wildlife  and  hunting  with  slingshots.  "The 
glamour  of  guiding  soon  wears  off,"  he 
notes.  "At  the  end  of  a  long  season,  the  only 
thing  that  gets  you  through  is  your  love  for 
the  bush." 

That  love  leads  to  something  called 
"bushcraft,"  and  the  only  way  to  learn  it  is 
to  get  out  and  walk  around.  Soon  enough 
you'll  know  that  a  thicket  full  of  oxpeckers, 
tiny  birds  that  feed  off  mites  on  large  ani- 
mals, may  indicate  the  presence  of  buffalo 
or  rhino.  The  above-ground  section  of  ter- 
mite mounds — called  "chimneys" — usually 
tilt  to  the  northwest,  while  white-browed 
sparrow-weavers  almost  always  build  their 
grassy  nests  on  the  western  side  of  trees. 
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United  States 


Europe 


Latin  America 


Canada 


AmericanAirlines 

Something  special  in  the  air  " 


Dung  beetles  always  fly  into  the  wind,  and  a  swarm  is  usu- 
ally headed  toward  elephants.  And  pay  attention  to  the 
way  an  impala  snorts:  it  may  be  looking  for  love,  or  warn- 
ing that  there  are  lions  about. 

Aspiring  guides  often  get  their  start  at  safari 
camps  as  "the  dog's  body" — slang  for  low  man 
on  the  totem  pole.  Downtime  is  spent  studying 
for  the  biannual  "learner's  exam,"  a  four-part 
written  test  covering  tracking  and  bushcraft,  habits  and 
habitats,  firearms  and  ballistics,  and  safari  industry  law.  If 
the  best  way  to  learn  the  wildlife  is  to  grow  up  with  it,  the 
best  way  to  learn  everything  else  is  to  cram.  To  that  end, 
the  ZPHGA  offers  learners  a  fat  study  guide,  which  in- 
cludes previous  exam  papers. 

Those  who  pass  head  back  to  camp  for  two-  to  four- 
year  apprenticeships  under  the  watchful  eyes  of  designated 
professional  guides.  They  shuttle  guests  on  game-drives, 
hone  their  lecture  skills,  manage  remote  tented  "fly  camps" 
and,  most  importantly,  learn  the  art  of  tracking  wildlife. 

The  bush  is  full  of  spoor:  a  hoof  print  here,  a  broken 
branch  up  there,  a  drop  of  saliva  where  something 
has  been  feeding — and  if  it's  wet 
he  may  still  be  close.  On  hard 
ground,  trackers  look  for 
displaced  pebbles.  On 
grassy  plains,  they  fol- 
low the  direction  of  bent 
stalks.  A  splatter  of  crimson 
on  vegetation  indicates 
wounded  animal:  frothy  blood 
means  a  lung  wound  from  a  bullet 
or  a  spear;  watery  blood  mixed  with 
grass  or  leaves  means  a  gut  wound;  pure 
blood  might  mean  a  lion's  scratch — and  an 
animal  under  duress. 

At  its  most  basic,  tracking  is  all  about  con 
centration  and  keeping  your  eyes  up.  "Often  you'll 
be  struggling  to  follow  elephant  prints  over 
a  rocky  ridge,  and  if  you  just  look  ahead 
you'll  see  where  he's  pulled  a  branch 
off  a  tree,"  says  Greg  Poole,  a  recently 
graduated  professional  guide  who 
works  at  Spurwing  Island  in  Lake 
Kariba.  "That  might  save  you  50  meters 
of  tracking." 

Not  every  animal  wants  to  be  found,  of  course — just 
ask  photographer  Peter  Beard,  who  was  recently  tram- 
pled by  an  elephant  in  Kenya.  To  protect  their  clients — 
and  themselves — all  of  Zimbabwe's  professional  guides 
are  licensed  to  carry  guns,  and  they  have  to  know  how  to 
use  them.  Apprentices  are  hammered  relentlessly  by  their 
tutors  on  shot  placement.  They  accompany  hunts  for 
practice  and  keep  detailed  logbooks  of  their  hunting  ac- 
tivities, to  be  reviewed  by  examiners  later. 

So — how  do  you  stop  a  charging  elephant?  Shoot  him, 
of  course.  But  hold  your  fire,  because  nine  times  out  of  ten 


he'll  just  be  strutting  his  stuff.  "An  elephant  will  have  his 
ears  out  and  his  head  up,  and  you'll  be  shouting  and 
screaming,  and  he'll  look  very  impressive  and  get  very 
close,  but  it's  all  a  bluff,"  says  Poole,  who  carries  a  big  .458 
rifle  on  his  back  just  in  case  it  isn't.  "If  you're  a  guide,  that's 
the  first  thing  to  learn,  because  you  don't  want  to  go 
around  shooting  elephants  if  you  don't  need  to."  If  you  do 
need  to,  either  plant  one  in  the  elephant's  heart  and  lungs 
by  following  its  foreleg  to  its  chest  and  aiming  just  behind 
the  last  visible  joint.  Or,  make  a  box  out  of  the  elephant's 
head,  aim  for  the  center  and  hope  the  bullet  breaks 
through  the  bone. 

According  to  Gavin  Ford,  over  the  last  two  years  at 
least  eight  elephants  and  buffalo  have  been  shot  by  pro- 
fessional guides  for  endangering  walking  safaris.  What- 
ever the  case,  hunting  is  the  one  thing  most  guides  could 
do  without.  "It's  a  tough  thing  to  shoot  an  elephant  if 
you're  a  guide,"  says  Poole.  "I've  shot  mine,  and  I  have 
no  desire  to  do  it  again." 

After  another  four-part  written  test — same  subjects, 
more  in-depth — apprentices  endure  a  final 
weeklong  proficiency  exam  in  the  thick  of 
the  bush.  Camps  are  set  up  and  evaluated. 
Students  are  grilled  on  plants,  trees,  birds, 
mammals,  fish,  insects,  stars... any- 
thing— and  they'd  better 
give  answers  tourists  can 
understand.  They  must 
handle  their  weapons  with 
agility,  and  may  even  be 
called  upon  to  shoot 
an  animal.  And,  of 
course,  they  have  to 
know  how  to  track. 
Michael  Muvishi, 
one  of  Zimbabwe's  earli- 
est black  professional  guides, 
now  at  the  Katete  Safari  Lodge  in 
Kariba,  recalls  a  day  spent  following  an  ele- 
phant through  Gonarezhou  National  Park  in 
southeastern  Zimbabwe.  "We  started  at  5  a.m.  and 
gave  up  at  half  past  five  in  the  evening.  Some  of  us 
ended  up  with  feet  so  sore  we  could  hardly  walk." 
They  never  caught  up  with  the  elephant,  but  the 
examiners  must  have  been  pleased  with  Muvishi's 
performance.  Two  months  later,  he  got  the  word  he'd 
passed — a  sweet  accomplishment  for  a  black  in  an  in- 
dustry dominated  by  whites.  "When  I  found  out,  I  really 
hit  the  roof  with  excitement." 

In  1992,  after  years  of  sharing  duties,  Zimbabwe's 
Department  of  National  Parks  and  Wildlife  Man- 
agement took  over  all  phases  of  testing  and  licens- 
ing professional  guides,  reducing  the  ZPHGA  to 
observer  status.  With  the  historical  passing  rate  for  the 
proficiency  exam  at  only  around  40%  ,  some  saw  the 
move  as  a  reaction  to  the  Association's  demand  for  an 
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almost  encyclopedic  knowledge  of  the  bush. 

But  others  see  different  reasons.  "I  believe  there  was  a 
political  motive,  that  the  government  saw  it  as  a  way  of 
possibly  accelerating  the  process  which  we  had  already  put 
in  place  to  increase  the  number  of  black  Zimbabweans  at 
the  professional  level  in  the  industry,"  says  Gavin  Ford. 
"There  has  been  an  indication  of  the  lowering  of  standards. 
I  just  don't  believe  that  the  criteria  originally  set  are  being 
fully  examined,  and  licenses  are  now  more  easily  obtained 
than  they  used  to  be."  Indeed,  Ford  estimates  that  since 
the  government's  takeover,  the  success  rate  for  the  profi- 
ciency exam  has  risen  to  about  80%  . 

If  things  are  less  stringent  in  Zimbabwe,  elsewhere  in 
Africa  they're  getting  more  so.  In  Kenya,  the  Professional 
Safari  Guides  Association  recently  announced  the  first  for- 
malized system  for  training  and  ranking  the  country's 
many  guides.  "There  have  been  lots  of  different  programs 
in  Kenya,  but  it's  always  been  difficult  for  customers  to  get 
ahold  of  professionals  and  to  know  what  level  they're  at," 
says  Peter  Silvester,  a  director  of  Royal  African  Safaris  in 
Nairobi,  who  pushed  hard  for  the  change. 

Currently  there  are  only  about  40  licensed  professional 
guides  operating  in  Zimbabwe.  Unlike  "couriers"  and 
"driver  guides,"  who  are  relegated  to  the  shoulder-high 
confines  of  minibuses,  professionals  can  lead  safaris  on  foot 
in  National  Parks  and  private  lands.  (Another  200  or  so 
active  professional  hunters  operate  in  designated  hunting 
areas.)  Though  driving  is  the  more  productive  means  of 


viewing  game — minibuses  can  cover  more  territory,  and 
animals  are  less  skittish  around  vehicles  than  humans — 
walking  is  where  the  action  is.  It  ain't  cheap:  $25o-$550  per 
person  per  day,  depending  on  group  size  and  camping 
style.  But  then,  you  get  what  you  pay  for. 

"You  can  drive  up  to  hundreds  of  elephants  or  thou- 
sands of  buffalo,  but  the  first  one  you  walk  with  will  be 
the  one  you  remember,"  says  Ivan  Carter,  a  professional 
guide  who  runs  his  own  high-end  tented  safaris  across  the 
country.  "You  might  not  see  as  many  animals  on  foot  and 
your  photos  might  not  be  as  good.  But  in  your  heart,  the 
experience  will  be  worlds  apart." 

After  all  the  rules  and  regulations,  the  testing  and  tri- 
umphs, rest  assured  that  safari  guides  in  Zimbabwe  are  still 
the  courageous  and  romantic  figures  they've  always  been — 
at  least  to  those  of  us  looking  in.  "We're  expected  to  be 
able  to  stalk  lions  and  elephants,  pour  gin-and-tonics  with 
elegance  and  get  out  of  impossible  situations,"  says  Gavin 
Ford  with  a  shrug.  "Well,  yeah.  It's  just  part  of  the  job." 

No  problem  for  a  professional  safari  guide.  • 

Walking  safaris  with  Ivan  Carter  and  Gavin  Ford  (in 
Zimbabwe)  and  Peter  Silvester  (in  Kenya)  can  be  arranged 
through  Geographic  Expeditions:  8oo-yyy-8i8j.  John  Stevens 
is  handled  by  Bushbuck  Safaris  in  Hungerford,  England,  44- 
1488-684J02.  Michael  Muvishi  operates  from  the  Katete 
Safari  Lodge  near  Lake  Kariba,  263-4-J00-521.  Greg  Poole 
operates  from  Spurwing  Island,  in  Lake  Kariba,  263-61-2466. 
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Few  Have  The  Century  To  Back  It  Up. 

One  hundred  years  ago,  Henry  Flagler  created  a  resort  destined  to  become  the  finest  in  the  world. 

Today  in  Palm  Beach,  discover  the  new  Breakers,  where  the  completion  of  a  spectacular 
$75-million  renovation  marks  the  exciting  beginning  of  a  second  century  of  hospitality.  Be  pampered 
in  elegantly  appointed  rooms  with  exceptional  amenities.  And  select  from  recreational  activities 
that  will  satisfy  your  every  playful  whim. 

For  reservations  and  information  on  our  Centennial  Package, 
call  your  travel  professional  or  The  Breakers  toll-free  at 
1-888-BREAKERS  today. 

•  Five  restaurants  •  Two  18-hole  golf  courses 

•  21  Har-Tru  tennis  courts     •  Half-mile  private  beach 

•  Water  sports  •  Supervised  kids  program 
Visit  The  Breakers  online  at  http://www.thebreakers.com 
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irvfi/^JrA   recraft  them.  Allen-Edmonds,  a  perfect  candidate  for  any  voter. 
LUllLLO   For  a  catalog  and  nearest  dealer,  call  1-800-235-2348. 
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By  Joseph  T.  Mullen 


Your  cheatin'  heart  will 
tell  on  you.  Then  it  will 
drive  you  into  bankruptcy 

After  you've  been  a  detective  for  40 
years,  you'd  think  nothing  would  surprise 
you — that  you'd  seen  it  all.  And  maybe 
you're  right,  because  you  would  have  seen 
an  awful  lot;  some  things  over  and  over 
again.  And  then  you'd  realize  that  what  re- 
ally surprises  you  is  how  people  never  learn. 

I  wasn't  surprised,  for  example,  when 
Bill  Clinton's  political  guru,  Dick  Morris, 
went  down  in  flames  for  having  an  affair 
with  a  Washington,  D.C.,  hooker.  I  guess 
it  knocked  me  off  my  stride  a  little  when  I 
found  out  he  used  to  read  to  her  from 
speeches  that  had  been  written  for  Al  Gore. 
Why  not  heavy-breathing  sections  from  the 
zoning  laws?  But  the  rest  of  it  was  old,  old 
news.  Happens  all  the  time.  And  it  keeps 
me  in  business. 

I've  worked  on  a  lot  of  what  we  call 
"matrimonial  cases."  Some  of  them  were  fa- 
mous. Donald  Trump,  for  instance.  Johnny 
Carson.  I  worked  for  Elaine  Kaufman,  who 
owns  the  famous  restaurant  that  shares  her 
name  in  New  York  City  that  is  still  my  fa- 
vorite hangout.  Elaine  always  gives  me  a 
good  table. 

My  job  is  usually  to  get  something  on  the 
husband  that  will  help  the  wife  get  a  bigger 
judgment.  This  usually  means  finding  out 
that  the  husband  has  a  mis- 
tress and  is  spending 
money  on  her  that 
was  community  prop- 
erty. The  wife  is  en- 
titled, when  this  hap- 
pens, to  her  share  plus 
a  lot  more  for  the  in- 


sult, which  is  still  called  mental  cruelty.  The 
more  I  find  out,  the  more  it  costs  the  hus- 
bands. And  I  usually  find  out  a  lot. 

Because  a  lot  of  guys  think  they're  bul- 
letproof. Dick  Morris  was  the  miracle  man 
of  politics  and  probably  couldn't  have  imag- 
ined that  his  girlfriend  would  sell  him  out 
to  The  Star  for — what  was  it? — 50  grand? 

But  you  see  it — some  variation,  any- 
way— all  the  time. 


FYI 


So  many  successful  men,  after  they 
reach  a  certain  age  and  get  a  little 
bored,  decide  that  they  want  a  young 
lover.  They  know  they  really  should- 
n't. It's  risky  and  expensive,  even  if 
things  go  right;  if  they  go  wrong,  it 
can  get  really  expensive.  Also:  it's 
wrong.  Everybody  knows  this.  It's 
been  true  for  about  a  million  years, 
but  that  doesn't  make  any  difference; 
people  still  go  ahead  and  do  it.  But  it 
keeps  me  in  business.  Only  funeral  di- 
rectors have  a  steadier  trade. 

Now,  we're  not  talking  about  one- 
night  stands  here.  Those  can  be  trou- 
ble too,  for  sure,  but  they  are  impul- 
sive acts.  There's  no  planning  to  speak 
of,  and  no  pattern.  Things  just  hap- 
pen, and  afterwards  people  go  on  with 
their  lives. 

A  long-term  affair  is  a  different 
deal.  Once  you  get  past  the  initial  ex- 
citement, there  are  all  kinds  of  details 
that  have  to  be  handled.  For  starters, 
you  have  to  find  ways  to  get  in  touch 
without  being  overheard.  Everybody 


You'd  be  amazed  by  the 
number  of  men  who  sign  the 
lease  on  a  one-bedroom 
apartment  for  the  other 
woman  in  their  lives, 
because  the  girl  doesn't  have 
a  credit  rating.  This 
makes  my  job  a  lot  easier. 

knows  that  old  line,  "I  told  you  never 
to  call  me  here."  But  it's  amazing  how 
often  people  get  tripped  up  by  the 
telephone.  When  a  wife  comes  to  see 
me — usually  after  she's  already  seen  a 
lawyer — and  says  she  suspects  that  her 
husband  is  having  an  affair,  one  of  the 
first  things  I  look  for  is  lots  of  calls 
coming  into  the  house  that  are  either 


wrong  numbers  or  hang-ups.  It's  old, 
everybody  knows  about  it,  it's  been  in 
the  movies  hundreds  of  times — and 
still  people  do  it  and  get  caught. 

Another  tip-off  I  look  for  when  a 
wife  comes  to  me  and  says  she's  sus- 
picious is  if  the  husband  is  suddenly 
taking  the  dog  out  for  walks.  This  one 
was  in  that  Tom  Wolfe  novel  The 
Bonfire  Of  The  Vanities — only  that 
time  the  husband  made  it  easy  by 
going  out  with  the  dog,  intending  to 
use  a  pay  phone  to  call  his  mistress, 
but  dialing  his  own  number  instead. 
It's  probably  happened  that  way,  but 
the  guy  doesn't  have  to  make  it  that 
easy.  If  the  wife  is  suspicious,  I  can 
have  a  tail  on  the  husband  when  he 
comes  out  of  his  apartment.  I  can 
watch  him  go  to  the  pay  phone,  and 
I  can  even  use  binoculars  to  check  the 
number  he  dials,  like  those  guys  who 
steal  credit  card  numbers  and  sell 
them  on  the  street.  Once  I  have  a 
phone  number,  it's  all  over.  I  can  get 
the  apartment  address  from  a  reverse 
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The  Saab  900  SE  Turbo  5-door  is  engineered  to  increase  both  your  pulse  and  the  distance  between  you  and 
other  cars.  Including  the  Volvo  850  and  the  Audi  A4.  Its  0  to  60  in  6.9  seconds  is  pure  exhilaration.  And  its 
five-door  roomy  interior,  pure  liberation.  So  no  matter  how  you  open  it  up,  it's  huge. 
No  wonder  it  was  named  a  Consumer  Review  "Top  10  Sports  Car"  for  two  years  in  a  row. 

For  more  information  about  Saab,  call  I  -800-582-SAAB,  Ext.  208.  www.saabusa.com 


'Car  and  Driver,  5/96. 


Review.  I99S  and  1996.    ©1996  SAAB  CARS  USA.  INC. 


For  those  who 


can  t  relax, 


directory.  It's  called  a  "Coles"  in  New 
York  and  a  "Bressler"  in  Florida, 
where  I  also  work.  The  phone  com- 
pany sells  them. 

Once  I  have  an  address,  I  set  up 
surveillance.  Doormen  often  play  an 
instrumental  role.  I  never  buy  infor- 
mation from  a  doorman,  because 
they're  smart  enough  to  go  to  the 
woman — or  the  man  who's  leasing 
the  apartment  for  her — and  ask  for  a 
little  more  than  I  offered  just  to  keep 
quiet.  But  doormen  can  be  fooled  into 
thinking  that  you're  a  messenger  or  a 
process  server.  You  find  out  that  your 
man  has  been  spending  time  in  a  cer- 
tain apartment  building,  then  you  just 
put  on  some  surveillance  and  photo- 
graph him  coming  out.  I've  gotten 
some  looks,  let  me  tell  you,  from  guys 
when  they  realized  what  I'm  doing 
and  that  they've  been  had. 

They  thought  they  had  the  perfect 
setup.  But  guess  what?  There's  prob- 
ably no  such  thing  as  the  perfect  setup 
for  having  a  long-term  affair.  Still, 
that  doesn't  mean  some  men  won't 
keep  trying  to  come  up  with  one. 

I've  run  across  some  pretty  good 
ideas.  You  know,  if  you've  got  some- 
one stashed  in  an  apartment  across 
town,  you've  got  to  keep  a  lot  of 
things  separate.  You've  got  to  re- 
member which  part  of  your  life  be- 
longs in  which  place.  I  remember  one 
guy  who  decided  to  simplify  things 
for  himself  by  having  the  same  lock 
on  his  house  that  he  had  on  his  girl- 
friend's apartment,  so  he  only  had  to 
carry  one  key.  That  was  good.  He  was 
thinking.  But  he  still  got  caught.  He 
was  an  important  man,  and  he  made 
the  mistake  of  going  to  an  opening 
with  his  girlfriend  one  night.  The  pic- 
ture in  the  paper  said  the  woman  was 
his  wife.  The  wife  saw  the  picture  and 
said,  "I  don't  think  so." 

A  dumb  mistake,  you're  thinking, 
and  maybe  it  was.  Yet  those  are  the 
things  that  bring  a  man  down.  I  had  a 
case  a  few  years  back  involving  a  very 
well-fixed  businessman  who  bought 
two  black  Jaguars:  one  for  the  mistress 
and  one  for  him.  Thoughtful  guy.  But 
one  night,  after  meeting  the  mistress 
for  dinner  at  a  restaurant,  he  goes  out 
to  the  parking  lot,  where  the  atten- 


dant brings  him  the  wrong  Jag — hers. 
In  the  morning,  his  wife  uses  the  car 
and  looks  in  the  trunk,  where  she 
finds  the  other  woman's  laundry, 
among  a  few  other  things. 

Then  there's  the  guy  who  parks  his 
car  in  front  of  his  mistress'  apart- 
ment— and  in  the  morning  it's  gone. 
Of  course  he  thinks  it's  been  stolen, 
so  he  fills  out  a  police  report.  A  letter, 
which  the  wife  opens,  comes  to  the 
house — informing  her  that  the  car 
had  been  towed  at  two  in  the  morn- 
ing from  in  front  of  some  condo, 
where  it  had  been  illegally  parked.  Try 
to  explain  that  one. 

I've  even  seen  a  guy  hire  the  same 
decorator  who  did  the  house  for  his 
wife  to  fix  up  the  apartment  for  his 
girlfriend.  You  can  imagine  the  rest. 

Most  of  the  time,  a  man 
will  have  a  hard  time 
keeping  it  a  secret  that 
he's  having  an  affair. 
No  matter  what  he  thinks,  the  woman 
he  married  isn't  necessarily  stupid, 
and  in  any  case  she  certainly  isn't 
stupid  about  him.  She  notices  when 
he  starts  working  out  and  losing 
weight  and  generally  paying  more  at- 
tention to  the  way  he  looks.  Or  that 
he's  working  late  a  lot.  Or  that  he 
seems  to  be  falling  asleep  at  the  office. 
Those  are  some  of  the  first  things  I'll 
ask  her  about  when  her  lawyer  sends 
her  over  to  talk  to  me. 

There  are  all  sorts  of  things  that 
give  a  man  away.  He  doesn't  have  to 
come  home  smelling  of  some  differ- 
ent kind  of  perfume.  Maybe  he's  trav- 
eling more.  There  are  more  cash 
withdrawals  on  his  credit  card.  He's 
dressing  a  little  better...  or  maybe  just 
dressing  younger. 

But  those  are  grounds  for  suspi- 
cion; they're  not  proof  of  anything. 
And  what  needs  to  be  proved  in  court, 
if  it  gets  that  far,  is  that  the  man  is 
having  an  affair  and  that  he's  spend- 
ing money — half  of  which  belongs  to 
the  wife — on  his  mistress. 

The  money  starts  small.  A  guy 
gives  his  new  lady  some  flowers. 
Then  he  buys  her  some  clothes.  Next 
some  jewelry.  You  have  to  remem- 
ber, he's  feeling  young  again,  or  try- 


Laucala  Island 


Vacation  in  a  private  paradise,  as  tropical  and 
secluded  as  any  undiscovered  island.  Visit 
Laucala,  a  Forbes  Magazine  South  Pacific 
Property  in  the  Fiji  Isles. 

This  pristine  paradise  offers  the  world's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  Waterski.  Go  deep-sea  fishing  on 
board  the  island's  private  fishing  boat.  Relax 
by  the  pool.  Do  it  all.  Or  do  nothing  at  all. 

Laucala  is  the  ultimate  vacation  experience  — 
the  finest  amenities  without  the  fonnalities.  All 
this  for  just  $2,100  pp  for  8  days  and  7  nights 
(plus  Fiji  tax).  And  that  includes  everything. 
With  its  own  private  runway  and  daily  sched- 
uled commercial  flight,  Laucala  is  the  perfect 
getaway. 

For  more  information, 
call  1-800-F0RBES-5. 
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ing  to.  It's  not  just  physical  (which  is 
probably  what  he's  telling  the  girl, 
when  he's  not  promising  to  divorce 
his  wife  and  make  an  honest  woman 
out  of  her). 

Some  flowers,  even  some  jewelry, 
don't  have  to  be  a  big  problem.  But 
what  if  the  new  lady  is  an  actress  or 
a  model  sharing  a  studio  apartment 
with  three  other  girls?  You  would 
be  amazed — or  maybe  not — by  the 
number  of  men  who  sign  the  lease  on 
a  nice  little  one-bedroom  apartment 
for  the  other  woman  in  their  lives. 
They  have  to  sign  the  lease  because 
the  girl  doesn't  have  a  credit  rating. 
This  makes  my  job  a  lot  easier. 

Sometimes,  the  money  trail  doesn't 
stop  with  the  apartment.  I've  seen  guys 
buy  medical  insurance  for  the  mis- 
tress. Set  them  up  with  charge  ac- 
counts. This  is  where  it  starts  to  get 
dangerous,  and  where  guys  do  really 
stupid  things.  The  stupidest,  by  far,  is 
to  go  into  the  company  to  pay  for  the 
mistress.  Very  risky,  even  self-de- 
structive, but  you  see  it  all  the  time. 

It  starts  small.  A  company  phone 


card,  maybe.  Then  it  just  grows.  I  re- 
member sitting  at  a  meeting  once 
with  a  man  and  wife  who  were  di- 
vorcing. In  this  case,  I  had  turned  up 
a  few  things,  but  not  a  lot.  They  were 
going  over  the  list,  dividing  the  spoils 
of  a  family-owned  department  store, 
and  even  though  the  atmosphere  was 


almost  jumped  on  the  desk.  Before 
the  dust  had  settled,  we  found  utility 
bills,  cable  bills,  garage  bills.  The  wife 
got  50%  of  everything,  and  she  prob- 
ably got  100%  of  the  girlfriend's 
Mercedes  that  had  been  in  the  garage. 
Plus  a  little  extra  for  the  insult. 

The  guy  made  a  lot  of  mistakes, 


I  sent  two  theater  tickets  to  a  man,  saying  he'd  won 
the  tickets  as  a  prize.  They  were  for  a  n  ight  when  his  wife 

was  going  out  of  town.  Who  do  you  suppose  he 
took  that  night,  where  we  were  waiting  to  take  his  picture? 


unpleasant,  things  weren't  really  nasty. 
Then  we  brought  up  something  we'd 
found  out  about  in  our  surveillance: 
the  corporate  apartment. 

Silence.  Total  silence.  The  wife 
had  never  heard  about  the  corporate 
apartment.  The  husband  was  using  it 
for  his  mistress. 

The  wife's  attorney — Norman 
Sheresky,  who  is  one  of  the  most  suc- 
cessful divorce  lawyers  in  New  York — 


starting  with  putting  his  girlfriend  on 
the  company  medical  plan,  because  he 
liked  the  idea  of  Uncle  Sam  picking 
up  the  tab  for  his  affair.  It  cost  him  a 
lot,  but  it  could  have  been  worse.  If  it 
hadn't  been  a  family  business,  he 
might  have  gone  to  jail. 

This  is  something  you  have  to  re- 
member if  you're  thinking  about  go- 
ing out  with  one  of  the  women  at 
work.  You  can  wind  up  on  the  wrong 


Every  picture  tells  a  story.  Obviously,  this  one's  a  crowd-pleasing  yarn 
about  a  technologically  advanced  compact  camera  with  a  high-speed  lens. 

Only  a  camera  with  an  extremely  fast  lens  could  capture  this  image  so  beautifully.  And  the  new  Leica  minilux  features  the 
fastest  in  its  class.  Not  to  mention  every  automatic  function  from  focus  to  exposure  to  flash.  So  pick  up  the  minilux.  Thanks  to 
its  Leica-designed  40mm  f/2. 4  Summarit  lens,  you'll  make  brilliant  color,  contrast  and  definition  part  of  every  story  you  tell. 

For    more    information,    call  1-800-222-0118. 

Please  visit  the  Leica  Gallery  at  670  Broadway,  New  York,  NY  10012,  212-777-3051. 


Cbc  (Dajesty  xnb  CDystcry 
of  Ancient  €gypt,„ 
Captured  in  x  Scepter  of 
Sheer  Wonder 

CDontegwippA  Proudly  Introduces 

Cl)e  £uxor  Collection 

1996  £imitco  €C>ition 

Uncover  the  priceless  treasure  that  awaits  you  in  the 
legendary  Luxor  fountain  pen,  an  instrument  of  exquisite 
artistry  that  summons  the  mystical  grandeur  of  ancient 
Egypl.  A  brilliant  visual  tale  of  Egyptian  rulers  and  gods, 
The  Luxor  is  crafted  of  pearlized  blue  celluloid  with  a 
sterling  silver  or  solid  1  8K  gold  molded  overlay  highlighted 
by  the  venerated  queen  and  pharaoh. 

The  Luxor's  platinum-masked  1  8K  gold  flexible  nib  is 
incised  with  Egyptian  heraldic  images  and  tipped  with 
iridium  for  the  smoothest  writing  performance.  A  sapphire- 
eyed  scarab,  symbol  of  eternal  life,  crowns  the  cap,  and  a 
cleverly  fashioned  cobra,  also  inset  with  sapphires,  forms 
the  spring-loaded  clip. 

The  secret  of  eternal  life  beckons  you  as  you  behold 
Montegrappa's  extraordinary  Luxor  Collection. 

Seek  the  legend,  then  possess  it. 
While  you  still  can. 


Sounuin  Pen  i)ospiul 

1 0  Warren  Street  New  York,  NY  1 0007 
Call  for  our  free  pen  catalog 
800-253-PENS  21 2-964-0580 
Fax:212-227-5916 


The  best  solution,  of  course,  i. 

not  to  have  an  affair  in 
the first  place.  If  you  really 

want  a  new  life,  do  the 
right  thing  and  tell  her  first. 

end  of  a  sexual  harassment  suit  and 
you  can  get  fired  on  top  of  the  di-" 
vorce.  Best  to  stick  strictly  to  business 
at  the  office.  Having  an  affair  at  work 
is  just  too  much  work. 

Which  is  one  thing  nobody  evefl 
seems  to  think  about.  Conducting  an) 
affair  isn't  easy.  No  matter  how  it|l 
starts  out,  women  don't  want  to  be 
kept  in  the  shadows  like  some  sort  of 
dirty  little  secret.  You  might  start  out 
being  very  careful.  Never  calling. 
Going  to  anonymous  little  hotels  in 
the  middle  of  the  day.  But  prettv 
soon,  that  will  change.  What  gets  a  lot 
ot  men  who  are  having  affairs  is  the 
holidays.  Who's  going  to  be  alone  on 
Christmas — the  wife  or  the  girl- 
*  friend?  Whoever  it  is,  she  isn't  going 
to  be  happy.  You  tell  your  wife  that 
you've  got  to  go  to  work  Christmas 
day  and  she'll  be  going  to  a  lawyer — 
and  next,  to  me — and  you'll  be  found 
out.  You  tell  the  mistress  that  she's 
going  to  have  to  go  the  movies  alone 
on  Christmas,  and  it'll  at  least  cost 
you  some  jewelry,  anyway,  to  make  it 
up  to  her.  And  in  time  I'll  find  out 
about  the  bracelet  and  how  much  you 
paid  tor  it. 

No  matter  how  smart  you 
are,  you're  almost  certain 
to  be  found  out.  Maybe 
it's  the  almost  that  keeps 
people  trying.  But  if  you're  thinking 
about  it,  picture  the  young  CEO 
who  was  out  with  his  mistress  one 
night  at  a  trendy  little  restaurant.  He 
sees. the  wife  coming  into  the  restau- 
rant and  he  bolts,  out  through  the 
kitchen  and  into  the  alley.  What  he 
thought  was  a  chance  meeting  was 
actually  a  setup.  I'd  followed  the 
man  and  his  mistress,  and  told  the 
wife  where  they  were.  I  was  waiting 
to  serve  papers  on  both  the  husband 


and  his  girlfriend.  We  got  him  try- 
ing to  climb  a  fence  in  the  alley.  He 
lost  just  about  everything,  including 
■  his  dignity. 

It's  amazing,  sometimes,  how  men 
let  their  guard  down.  I  guess  if  they 
like  being  with  a  woman,  they  just 
get  tired  of  sneaking  around.  A  while 
back,  I  bought  two  theater  tickets  and 
sent  them  to  a  man  in  show  business 
with  a  note  saying  that  he'd  won  the 
tickets  as  some  kind  of  prize.  They 
were  for  a  night  when  his  wife  was 
going  out  of  town.  Who  do  you 
suppose  he  took  to  the  theater  that 
night,  where  we  were  waiting  to  take 
his  picture? 

Sooner  or  later,  you  let  your  guard 
down. 

For  some  reason,  it  always  seems  to 
be  the  men  who  actually  set  up  house- 
keeping for  a  mistress.  Women  don't 
seem  to  require  the  establishment  of  a 
whole  second  household  the  way  men 
do;  they  just  have  affairs,  usually  stick- 
ing to  the  old  reliable  types  like  the 
tennis  pro,  or,  lately,  the  personal 
trainer.  I  had  a  case  once  where  the 
woman  was  spending  a  lot  of  time 
with  an  old  college  friend,  who  was 
supposed  to  be  "safe"  because  he  was 
gay.  It  was  a  good  cover.  In  fact,  it  was 
almost  perfect. 

People  ask  me,  "What's  the  best 
way  not  to  get  caught?"  Actually,  Dick 
Morris  had  the  right  idea:  go  to  a  pro- 
fessional. But  he  got  very  careless. 
Thought  he  was  Superman.  Funny,  a 
guy  in  politics  thinking  that. 

The  best  solution,  of  course,  is  not 
to  have  an  affair  in  the  first  place.  You 
loved  your  wife  once.  If  you  really 
want  a  new  life,  do  the  right  thing  and 
tell  her  first.  Then  sort  it  out  with  a 
divorce  and  a  decent  settlement, 
which  will  probably  be  less  expensive 
in  the  long  run  than  if  you  go  the 
cheating  route. 

The  next  best  solution  is  to  have 
an  affair  with  a  married  woman.  She 
has  as  much  to  lose  as  you  do,  and  she 
won't  let  you  make  the  kind  of  mis- 
takes that'll  let  me  find  out  about 
both  of  you.  • 

Private  investigator Joseph  T.  Mul- 
len is  president  of  J.  T.  Mullen  Co. 


Today,  the  proud  Beretta  heritage  finds  expression  in  classic  tweeds,  rich  silks, 
adventurous  field  clothing,  accessories  and  fine  sporting  arms.  Each  is  created  for 
those  who  share  a  passion  for  tradition  and  a  penchant  for  style. 
See  them  all  at  the  Beretta  Gallerv.  !O)i<0i 


New  York  •  7 IX  Madison  Ave.  (Between  63rd  and  64th)  •  (212)319-3235 
Old  Town  Alexandria,  VA  •  317  Washington  Street  •  (703)739-0596 

For  your  copy  of  the  Beretta  Worldwide  Catalog,  call  I.H00-52K.7451  tSim  shipping  and  handling) 
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J  86  yards  meaner.  18  bunkers  tougher. 
Doral's  new  Blue  Monster. 


Championship 
Golf  Package 

from 


1 8  holes  on  Blue  Monster, 
cart,  deluxe  room,  pro  clinic, 
advance  tec  times, 
full  breakfast. 


The  new  Blue  Monster  golf  course  is  open  following  a  Raymond 
Floyd  restoration.  Money  wasn't  an  obstacle;  everything  else  is. 
Play  it  now  and  see  what  the  pros  will  face  at  the  Doral-Ryder 
Open.  The  Blue  Monster  is  now  a  spikeless  course  featuring 
Softspikes"1.  Call  your  travel  agent  or  1-800-7 1-DORAL. 


D  0  R  A  L 


iRfit  IREATH  IN 


For  The  Love  Oi-  Thi:  Game 


4400  N.W.  87th  Avenue,  Miami,  FL  33 J 78  •  800-7 1-DORAL  or  305-592-2000  •  Fax  305-594-4682 
Home  of  the  Doral-Ryder  Open  and  The  Dotal  Golf  Learning  Center  with  Jim  McLean 
♦Rate  is  per  person,  per  night,  dhl.  occ,  2-nt.  minimum.  Valid  through  12/25/96.  Winter  from  $265,  Sunday*  rhrough  Thursdays. 


Perhaps  now,  certain  luxury  cars 
will  start  referring  to  themselves  as  the 
Continental  Airlines  of  automobiles. 


J.D.  Power  and  Associates,  a  name  synonymous  w  ith  automotive  excellence,  has  just  awarded  Continental  the  1996 
Frequent  Flyer/J.D.  Power  and  Associates  Award  for  customer  satisfaction  as  best  airline  for  flights  500  miles  and  more. 

Quite  an  achievement,  considering  that  only  last  year  we  ranked  at  the  bottom.  But  we're  not  resting  on  our 
laurels.  In  the  coming  year,  we  will  continue  to  do  the  things  that  we  believe  helped  us  reach  the  top.  Like  being  among 

the  best  in  the  business  at  getting  you  and  your  baggage  to  your  destination  on  time  to  all  of  our  180  worldwide 
destinations.  Providing  an  award-winning  frequent  fiver  program,  OncPass.5M  And  improving  our  in-flight  service  to 

include  such  quality  brands  as  Pete's  Wicked  Pale  Ale  and  Brothers  Foglifter  Gourmet  Coffee.  All  of  which  we 
believe  should  be  standard  features  on  any  great  airline.  For  reservations  just  call  your  travel  agent  or  1-800-523-FARE. 

Continental  R9 

More  airline Jor your  money!" 
Don't  forget  to  ask  for  an  E-Ticket.  •   Visit  our  web  site  at  http://wwwflycontinental.com 


Continental  Airlines  was  the  highest  ranked  airline  for  flights  500  miles  and  more  in  the  Frequent  Flyer/J.D.  Power  and  Associates  1996  Domestic  Airline 
Frequent  Flyer  Satisfaction  Study."  Study  conducted  among  frequent  airline  travelers  who  completed  7066  individual  flight  evaluations  I  1996  Continental  Airlines.  Inc 


(world  counsel) 


The  FYI  Signpost 


Plunging  in  Palau... 
Posing  in  Miami... 
Redwood  resonance  in 
San  Francisco... 
Artsy  digs  in  Singapore... 


The  Middle  Of  The  Pacific: 

I  "So  this  is  where  Aquariums  'R'  Us  gets  its 
;  stock."  The  thought  bubbled  through  my 
;  mind  as  I  snorkeled  above  a  colorful  burst  of 
ii  angelfish,  triggerfish  and  black-and-yellow 
I  moorish  idols.  Spectacular,  but  nothing 
i  compared  to  the  reports  I  was  hearing  from 
scuba  divers  further  below.  Dive  sites,  some 
;  with  enchanting  names  like  Shark  City, 
Coral  Gardens  and  Turtle  Cove,  abound 
|  among  the  350  islands  of  Palau.  At  Blue 
Corner,  the  current  is  so  strong  that  divers 
I  have  to  hold  onto  the  reef  itself  to  avoid 
t  being  pulled  away  while  sharks  and  schools 
of  brilliantly  colored  fish  sweep  overhead. 

After  a  ten-hour  flight  from  Honolulu 
(only  four  from  Tokyo),  Palau  rises  from 
the  middle  of  the  Pacific  like  mushroom 
caps  from  a  forest  floor.  As  the  plane  ap- 
proaches, you  can  see  boats  zipping  over 
turquoise  bays  and  sapphire  shallows,  ferry- 
ing deep-sea  divers  to  coral  reefs  and  WWII 
shipwrecks. 

In  September  1944,  the  horrific  Battle  of 
Peleliu  took  place  on  Palau's  southernmost 
island.  U.S.  Marines  tore  ashore  against  en- 
trenched Japanese  firing  from  coral  caves. 
Fighting  dragged  on  for  weeks  and  ranked 
as  one  of  the  bloodiest  battles  of  the  war. 
These  days,  private  tours  of  the  island  can 
be  arranged  with  kooky  Palauan  guide 
Tangie  Hesus.  Tangie  is  curator  at  the  tiny 
Peleliu  State  Museum,  a  one-room 
display  of  artifacts  including  silk  sennibari 
good-luck  belts  and  photographs  of  famous 
Marine  Colonel  Chesty  Puller  and  his  men. 


On  tour  we  passed  Sherman  tanks  and    "Okay,  captain,  let's  put 
downed  aircraft.  Just  up  from  White  Beach,    her  down. . .  there. " 
where  Marines  landed  on  the  coral-studded    With  350  islands  to  choose 
shores  in  no-degree  heat  and  humidity,  we  from,  Palau  is  a  divers 
crawled  through  Japanese  caves  and  tun-    paradise  in  the  Pacific. 
nels.  Of  the  6,500  Japanese  soldiers  on 
Peleliu,  only  93  surrendered.  The  rest  per- 
ished. Graffiti  discovered  in  one  cave  reads: 
"We  are  just  boys,  missing  our  mothers, 
knowing  we're  going  to  die." 

Until  1980,  Palau  was  a  U.S.  Trusteeship. 
Now  independent,  it's  trying  to  market  it- 
self as  a  total  recreational  travel  destination. 
Plans  are  taking  shape  for  golf  courses,  and 
there  are  four  hotels  in  the  works.  Until 
then,  accommodations  vary  from  the  pitch- 
a-tent  atmosphere  of  Carp  Island  Re- 
sort ($85  per  person,  per  night,  including 
two  dives  and  a  Japanese  bento  box  lunch) 
to  the  Palau  Pacific  Resort  (rooms 
from  $195,  suites  from  $500,  depending  on 
the  season)  with  air  conditioning,  CNN, 
workout  room  and  a  lethal  Shark  Attack 
cocktail — blue  curacao  topped  with  red 
grenadine  "blood." 

Even  with  development  under  way,  it 
will  be  a  long  while  before  Palau  becomes 
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Where  Can  I  Buy  it  With 


i  the  next  Honolulu.  For  now,  it's  nice 
j  enough  just  to  lounge  beneath  a  cloth 
umbrella  with  the  blazing  equatorial 
Isun  softening  into  dusk,  and  watch 
the  boats  deposit  exhausted,  exhila- 
rated divers  on  the  pier.  For  informa- 
tion contact  Continental  Micronesia  at 
800-945-9955,  orthePalau  Visitors  Auth- 
ority, 680- 488- 2 j 95;  fax  680-488-1723. 
Or  visit  their  web  page  at  http://www. 
■visit-palau.com. 

— Allison  Moir 

Miami:  Think  cool,  think  elegant. 
Think  about  emerging  from  a  white 
stretch  wearing  dark  glasses,  you,  your 
lady  or  perhaps  both  wearing  white 
mink  or  pale  linen.  You  enter  the 
wide,  quiet  lobby.  Overhead,  paddle 
fans  spin  without  sound.  Your  shoes 
click  on  the  terrazzo  floor,  while  from 
the  adjacent  courtyard  come  the 
scents  of  gardenia  and  jasmine,  the 
shush-shush  of  water  slipping  over 
stone  sculpture  beside  one  of  the  few 
swimming  pools  in  South  Beach. 

Recently  restored  and  generally 
done  up  with  an  eye  for  expensive  de- 
tail, the  Hotel  Astor  answers  a  need 
for  a  certain  class  of  hotel  in  the  Art 


Another  jewel  in  the  South  Beach  crown:  the  recently 
restored  Hotel  Astor,  Miami. 


Deco  restoration  district  of  South 
Miami  Beach.  (For  those  not  in  the 
know,  South  Beach,  with  its  Art  Deco 
facades  tinted  every  hue  of  the  pastel 
palette,  is  a  highly  successful  Amer- 
ican scene,  a  bit  like  S0H0  or  Santa 
Fe  in  their  first  flush.) 

Until  the  advent  of  the  Astor,  a 
problem  with  visiting  South  Beach 
has  been  that  the  rehabilitated  hotels 


were  primarily  on  thronged  Ocean 
Drive,  where  the  masses  stroll  and 
sip  champagne  in  sidewalk  bistros. 
While  that  has  its  charms  (the  crowds 
are  well-heeled,  with  a  significant 
European  presence),  many  of  these 
hotels  have  small  rooms  above  loud 
restaurants. 

Not  so  the  Astor,  which  is  two  short 
blocks  from  the  beach  on  Washing- 
ton Avenue.  The  rooms  are  large,  with 
muted  colors,  marble  bathrooms,  the 
most  tasteful  hotel  window  shades  in 
the  state  of  Florida  and  low-voltage, 
rheostatically-controlled  lighting. 

And  the  food.  The  Astor's  execu- 
tive chef,  Johnny  Vinczencz,  has  cre- 
ated a  menu  that  like  many  of  the 
finer  restaurants  in  South  Beach  is 
New  American  cuisine  with  Carib- 
bean influences.  Perhaps  because  the 
Astor  is  relatively  small  (41  rooms,  in- 
cluding 23  suites),  Astor  Place  (the 
restaurant)  also  provides  exquisite 
room-service  meals.  The  tray  that  ar- 
rived in  our  room — crab  and  shrimp 
cakes  with  bonito,  star  fruit  salsa  and 
lobster  "emulsion,"  jerk-seared  rare 
tuna  with  coconut-jasmine  rice  cakes, 
followed  by  Chocolate  Oblivion  with 
candied  macadamia 
nuts — was  the  best  and 
most  elegantly  pre- 
sented room  service 
meal  I've  eaten  on  any 
continent. 

Originally  opened  in 
1936,  the  restored  Hotel 
Astor  is  a  gem,  even  if 
you  can't  quite  figure 
yourself  in  white  mink. 
Hotel  Astor,  956  Wash- 
ington Avenue,  Miami 
Beach,  FL  33139;  800- 
270-4981,  303-531-8081. 
Rooms  from  $135,  suites 
from  $250. 

— Eric  Goodman 


...And  Further  Upstate: 

On  Florida's  Gulf  Coast,  the  mullet 
rests  at  the  bottom  of  the  food  chain; 
everything  eats  mullet,  including 
humans.  Most  predators — fish  and 
fowl — take  their  mullet  as  they 
find  them.  Humans,  on  the  other 
hand,  generally  like  theirs  rolled  in 


THE  CARD 

Mary  and  James, 
.  let's  just  say,  don't 
always  see  eye  to 
eye.  One  thing  they 
do  agree  on,  however,  is 
the  American  Express®  Card. 
That's  because  the  Card 
is  welcomed  at  all  kinds 
of  places,  for  everything 
from  paper  shredders  to 
stuffed  animals.  (A  donkey 
or  an  elephant,  perchance?) 

You  can  find  stuff 
like  James  and  Mary's  at 
these  establishments: 

Williams-Sonoma 
Staples 
The  Nature  Company 
Waldenbooks 
FAO  Schwarz 
The  Sharper  Image 


And  if  you're  in  lames 
and  Mary's  neighborhood, 
Shenandoah  Valley,  VA: 

Grand  Piano  &  Furniture  Co. 

Hayden  Music 

lim's  Appliance 

Lowe's  Home 
Improvement  Warehouse 

Sports  Depot 

Lull-A-Buys 

Valley  Flower  Shop 

Giant  Food 

http://www.americanexpress.  com 
AOL  Keyword:American  Express 
TO  APPLY  CALL  1  -800-THE  CARD 
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Are  yo  i    travel  goods  working 


G laser  Flaptop  Bag,  17  x  12x5  " 
Walnut  or  black  leather,  $695. 

IF  YOUR  FILE  DRAWER  worked  the 
way  your  briefcase  does,  it  would 
have  a  pocket  on  each 
side  and  a  lump  in  the 


center.  But  when  you 
own  a  Glaser  bag,  your 
case  will  work  the  way  you'd  like 
it  to  because  you  can  custom 
organize  Glaser  Travel  Goods 
with  Glaser  Insiders'"  dividers. 


(the  way  you'd  like  them  to)? 


Our  Traveler's  Briefcases  double 
as  your  laptop  computer  bag.  Your 
laptop  is  protected  by  our  cushioned, 
Flexible  Unwreckable1M  frame.  Our 
Traveler's  Briefcases  are  the  best 
going,  ask  a'  traveler  who  owns  one. 

We  ALSO  MAKE  the  world's  best  lug- 
gage for  frequent  travelers,  and  we 
design  and  make  custom  gifts  for 
corporate  clients. 

NINE  OF  US  work  together  to  design 
and  make  Glaser  Travel  Goods  in 
our  San  Francisco  studio.  We  make 
Traveler's  Briefcases  in  a  variety  of 
styles  and  sell  direct  to  you. 

Please  call  for  a  free  catalog, 
or  visit  our  San  Francisco  studio. 


tf3^k  Glaser  Designs 

Travel  Goods  Makers 
32  otis  st.  san  francisco  ca  94io3 
phone  415-552-3188  fax  4i5-43i-3999 
toll  free  80o-234-io75  glasdes@aol.com 


cornmeal  and  fried.  With  slaw  and 
hush  puppies  on  the  side. 

For  some  40  years,  Rusty's  has 
been  serving  this  Gulf  Coast  staple, 
and  it  would  be  hard  to  imagine  any- 
one, anywhere,  doing  it  any  better. 
The  original  Rusty's  was  a  small, 
undistinguished  cinder-block  build- 
ing on  the  water,  just  west  of  Pen- 
sacola.  Back  then,  you  sat  at  picnic 
tables  and  looked  out  at  the  Intra- 
coastal  Waterway  while  you 
waited  for  your  lunch, 
which  came  in  a  tin 
wash  pan.  All  you 
could  eat  for  $1.25. 
Lots  of  people  ate  all  they  could 
again  and  again. 

Then,  in  the  '70s,  a  hurri- 
cane cut  a  new  beach  where  the 
old  Rusty's  had  been.  These 
things  happen  on  the  coast.  It's 
now  rebuilt  on  higher  ground  near  the 
old  site,  and  seats  ten  times  more  cus- 
tomers. You  still  sit  at  picnic  tables, 
sometimes  on  outside  decks,  and  look 
out  at  the  Intracoastal,  the  pelicans 
sailing  over  the  water  in  formation,  and 


the  moored  boats  at  the  nearby  marina. 

You  still  eat  mullet.  Also  grilled 
fish,  like  amberjack  and  triggerfish, 
steamed  vegetables,  gulf  shrimp,  oys- 
ters on  the  half  shell  or  steamed.  The 
basic  Gulf  Coast  food  groups,  in  other 
words.  And  beer. 

However,  you  no  longer  get  all  you 
can  eat  for  a  dollar  and  a  quarter.  In 


Consider  the  mullet.  It  does  not  reap,  nor 
does  it  sow.  But  at  Rusty  's  in 
Pensacola,  it  sin  e  does  fry  up  real  nice. 


those  days,  mullet  was  19  cents  a 
pound  and  what  you  ate  at  Rusty's 
was  netted  less  than  a  mile  from 
where  you  sat.  Those  days — and  the 
tin  dish  pans — are  gone. 

Still,  mullet  is  mullet,  which  they 


haven't  forgotten  at  Rusty's,  a  place 
that  has  that  honest,  waterfront  feel, 
right  down  to  the  cats  who  work  the 
decks,  happy  to  help  you  clean  the  fish 
bones.  Rusty's,  10,000  Sinton  Drive,\ 
Pensacola,  FL3250J;  go ^4- 492-165J. 

— Geoffrey  Norman 

San  Francisco:  It  was  in 

19th-century  San  Francisco  that  the 
word  "shanghai"  was  first  used  to  de- 
scribe the  drugging  and  kidnapping 
of  unsuspecting  travelers  for  service 
aboard  ships  bound  for  the  Orient. 
Innocent  voyagers  are  still  being 
shanghaied  in  San  Francisco,  and 
today  many  of  the  thugs  are  hoteliers. 
No  city  in  America  is  more  cutthroat 
in  pursuit  of  the  tourist  dollar  than 
gentle  San  Francisco. 

Some  of  Fog  City's  most  charming 
lodgings  have  become  impossible  to 
find  amid  the  hype  and  sheer  volume 
of  choice;  it's  gotten  so  bad,  in  fact, 
that  if  you  actually  stumble  upon  one 
it's  considered  a  "find."  Well,  it  so 
happens  that  the  Clift  Hotel,  in  the 
theater  district  just  off  Union  Square, 
has  been  in  business  since  shortly  after 
the  1906  earthquake  flattened  the  city. 
For  many  of  those  years,  the  Clift  was 
the  only  hotel  in  San  Francisco  that 
rated  a  Mobil  Five-Star  and  an  AAA 
Five-Diamond  award  for  service,  and 
it  continues  to  earn  accolades. 

If  you  don't  know  by  now  what  five 
stars  feels  like,  it  can't  be  explained 
here,  so  let's  not  try.  It's  enough  to  say 
that  accommodations  at  the  Clift 
Hotel — 329  rooms, 
including  32  suites — 
hit  all  the  numbers: 
plush  rooms  with 
big  bathrooms,  a 
concierge  with  the 
tenacity  of  a  rottweiler  and  a  staff  that 
calls  you  by  name  without  sounding 
obsequious. 

The  real  jewel  in  the  Cliffs  crown, 
particularly  if  you're  living  right  up- 
stairs, is  its  Redwood  Room  piano 
bar.  Even  if  you  don't  stay  at  the  hotel 
you  must  see  this  place.  The  entire 
room's  polished,  22-foot-high  panel- 
ing is  carved  from  a  single,  2,000- 
year-old  giant  redwood  tree.  The 
effect  it  creates  is  of  a  kind  of  won- 
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Especially  when  they've  taken  a  7, 8  or  9  night  cruise  through 
the  Caribbean,  Panama  Canal  and  Costa  Rica  aboard 
the  SSC  Radisson  Diamond.  On  shore,  you  will 
encounter  magical  lands,  crystalline  lagoons 
and  an  unbelievable  array  of  flora  and 
fauna.  While  on  board,  the  Diamond  offers  her 
guests  an  experience  unmatched  on  the  seven  seas: 
a  unique  twin  hull  design  and  SWATH  technology  that 
dramatically  reduces  the  motion  of  the  seas.  All  outside  view 


D  I  A  M  o 
I  N)fe 


staterooms  (70%  include  private  balconies)  and  the  highest 
per  passenger  space  ratio  of  any  ship  in  her  class.  A 
free  in-room  bar  setup;  complimentary  wines 
at  dinner.  And,  of  course  our  no- tipping 
policy.  All  of  which  explains  why  Fielding's 
Guide  to  Worldwide  Cruises  gave  Diamond 
an  unprecedented  six  stars.  For  details  on  these  voyages, 
call  your  travel  agent  or  the  number  below.  After  all, 
some  wonderfal  forests  {and  trees)  await  your  attention. 


SAVE  5°% 


On  second  person  fare  plus  Free  Airfare  from  the  East  Coast.  FREE  2-  night  delu\e  hotel  program  in  Costa  Rica. 
For  more  details  call  I  80O  424  3 9 ^ 4  or  V()ur  'r'lvf'  agent. 


in 

Radisson  Seven  Seas 


Fart's  based  on  first  person  paying  full  rate,  double  occupancy,  excluding  Master  Suites  Low  airfare  add-ons  from  other  regions.  Select  sailings  Restrict  ions  apply 


derfully  cozy  adult  tree  house. 

Years  ago,  the  San  Francisco  elite 
would  gather  for  after-theater  drinks 
beneath  the  Art  Deco  chandeliers  at 
the  Redwood  Room's  long  marble 
and  brass  bar.  Today,  San  Francisco's 
elite  have  presumably  shanghaied  a 
new  spot,  but  it's  still  common  to  see 
actors  from  nearby  shows  popping 
into  the  Redwood  Room,  and  musi- 
cians like  Billy  Joel,  Patti  LaBelle  and 
Joe  Cocker  (You  are  sooooooooo 


beau-tee-ful. . .)  will  often  sit  in  at  the 
bar's  grand  piano. 

Personally,  1  prefer  a  quiet  evening 
in  the  Redwood  Room  when  dusk  has 
fallen  on  the  city  and  the  first  wisps  of 
fog  arc  skimming  over  Union  Square. 
That  is  the  hour  to  order  one  of  Joe's 
martinis  and  consider  that  the  wood 
that  warmly  surrounds  you  first  began 
its  life  as  a-tree  in  the  year  60  B.C.  The 
Clift  Hotel,  495  Geary  Street,  San 
Francisco,  CA  94102;  415-775-4700. 


Elegant.  Luxurious.  Fun.  And  Super-Inclusive.  This  is  the  world  of  Lido  Resorts, 
where  everything  you've  ever  dreamed  of  is  included  in  one  price.  And  tipping  is 
simply  not  permitted.  Call  1-800-859-SVPER  I  Ext.  575. 
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Super-Clubs- 

The  Caribbean's  Only  Super-IncXusixC  Resorts 
SupeiClubs  is  represented  worldwide  bv  International  Lifestyles. 


Rates:  from  $2jj  (single)  to  $8j$  (two- 
bedroom  deluxe  suite). 

— Patrick  Cooke 

Singapore:  Forget  bamboo 
screens  and  orchids,  mahogany  panel- 
ing and  English-genre  paintings.  The 
newly  opened  Ritz-Carlton  Mil- 
lennia Singapore  is  all  about  a 
fresh  attitude,  and  the  sky's  the  limit. 
Soaring  and  sleek  on  the  outside, 
blond  and  sexy  on  the  inside,  the  glit- 
tering 32-story  tower  successfully 
combines  sinfully  cush  digs  with 
brash  urban  theater  and  an  art  collec- 
tion like  nothing  you've  ever  seen. 

Straddling  the  marina  like  an  over- 
grown Lego  block,  the  single,  slender 
monolith  presides  over  its  bustling 
turf  with  insouciant  hauteur.  Guests 
swoop  up  a  curving  200-foot  drive- 
way, thickly  canopied  with  fuchsia 
bougainvillea,  past  a  gaggle  of  white- 
gloved  attendants  who  rush  to  greet 
cars  and  open  the  wide  glass  doors. 
Enormous  round  windows  reveal  the 
soaring,  barrel-vaulted  ceiling,  while 
the  interior  skin — granite  coursing 
with  water,  and  enough  veined  mar- 
ble to  deplete  an  entire  Spanish 
quarry — presents  a  serene  setting. 

Hotelier  Kwee  Liong  Tek  spent  $5 
million  on  original  art,  starting  with 
an  astounding  three-ton  Frank  Stella 
swirl  above  the  lobby.  There  are  an- 
other 4,199  pieces  elsewhere — just 
start  looking.  The  hotel  unfolds 
seamlessly,  the  outrageous  collection 
insinuating  itself  into  every  space. 
When  you  spy  the  row  of  Warhols  in 
the  lower  level,  you'll  find  yourself 
asking,  "What  else  have  I  missed?" 
Then  you'll  prowl  for  works  by  greats 
like  Hockney,  Motherwell,  Moore, 
Fernand  Leger  and  many  more. 

All  610  guest  rooms  and  suites 
showcase  the  Singapore  skyline  or 
Marina  Bay.  Oversized  marble  bath- 
rooms, positioned  on  outside  walls, 
boast  brazenly  immodest  octagonal 
windows  that  make  bathing  feel  prac- 
tically sinful.  Sensuous  color  schemes 
include  marigold,  melon  and  can- 
taloupe. Elaborate  suites  feature  toile- 
padded  walls,  linen-draped  four- 
posters  and  plaid,  silk,  down-filled 
pillows.  The  Tibetan-style  rugs  were 


Left:  a  Frank  Stella  swirl  at  the  Ritz-Carlton  Millennia  Singapore.  Right: 
old-growth  bar  tabs  in  the  Redwood  Room  at  the  Clift  Hotel,  San  Francisco. 


handmade  in  China;  much  of  the 
comfortable,  3os-style  furniture  comes 
from  France. 

Let's  see. ..what  did  I  forget? 
Olympic  swimming  pool,  health  club, 
spa,  three  great  restaurants,  check, 
check,  check. . . .  Was  it  Rudyard  Kipl- 
ing who  observed,  "East  is  East  and 
West  is  West,  and  never  the  twain 
shall  meet"?  One  night  at  this  place 


and  he'd  recant.  Ritz-Carlton  Mill- 
ennia Singapore,  j  Raffles  Boulevard, 
Singapore  039799;  800-241-3333;  65- 
337-8888,  fax  63-338-0001.  Rooms from 
$273,  suites  from  $388. 

— Marion  Laffey  Fox 

In  Your  Mailbox:  Yearning 
to  learn  something  on  your  next  get- 
away? Pick  up  a  subscription  to  The 


Educated  Traveller,  one  of  the 

sharpest  travel  newsletters  we've  come 
across  in  a  long  time.  Archaeological 
digs  led  by  university  professors 
in  North  Africa,  Chile  and  France; 
bread-making  courses  in  Tipperary, 
Ireland;  pottery  workshops  in  the 
Carpathian  mountains;  wine  chug- 
ging in  California  and  Greece;  literary 
walking  tours  featuring  England's 
greatest  children's  authors. .  .anything 
and  everything  educational  around 
the  globe.  Each  bimonthly  issue  in- 
cludes in-depth  coverage  of  a  particu- 
lar travel  theme  (arts-and-crafts  tours, 
archaeological  digs,  volunteer  oppor- 
tunities.. .),  as  well  as  regular  features 
on  travel  literature,  private  guides  and 
unusual  finds.  A  recent  piece  on  un- 
derground tours,  for  instance,  detailed 
a  newly  opened  subterranean  prehis- 
torical  site  in  Malta.  All  articles  in- 
clude contacts.  Subscribers  also  get 
directories  of  museum-sponsored  and 
special-interest  tours.  The  Educated 
Traveller,  $3j/year.  P.  0.  Box  220822, 
Chantilly,  VA  20133;  800-648-3168. 

— Neal  Santelmann 
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1926  -  Thomas  'Fats'  Waller.  Al  Capone  and  a  fine  cigar 


First  Encounters 
by  Davidoff 


A  gift  from  "the  Boys"  young 
Fats  Waller  was  kidnapped  at 
gunpoint  and  driven  to  a  Chicago 
saloon  where  he  was  served  up 
as  Al  Capone's  musical  Pirthday 
present.  Fearing  for  his  life,  Waller 
played  piano  and  shared  food, 
drink  and  fine  cigars  with  Capone 
for  three  days  and  nights.  The 
once  innocent  pianist  returned 
home  with  a  large  sum  of  cash 
in  his  pocket  and  a  grin  that 
simply  would  not  go  away 


FOR  CORPORATE 
ACCOUNT  INFORMATION 
PLEASE  CALL  1-800-353-0061 


For  those  who  are  obsessed 
with  quality 


535  MADISON  AVE  .  NEW  YOPK,  21 2-7! 

GENEVA,  ZURICH,  LONDO 


300-549-4623  •  232  VIA  RODEO  NO  RODEC 
?DAM  BRUSSELS.  PARIS  HONG  KONG.  SING 


CATALOGUE  ORDERS 

/IPUR,  TOKYO.  MONTREAL.  NEW  YORK,  BEVERLY  HILLS 


fter  One  Night  At  The  Sherry-Netherland, 
YouTl  Never  Want  To  Stay  In  A  Hotel  Again. 


ythmg  m. 


When  you  first  arrive  at 
The  Sherry-Netherland,  you 
may  have  the  same  reaction 
as  many  of  our  guests. 

"I've  never  seen  an 
like  this." 

Which  is  hardly  surprising, 
because  there's  nothing  like  The  to 
Sherry-Netherland.  Instead  of  the 
usual  crowded  hotel  lobby,  the  quiet 
marble-columned  space  looks  like 
the  interior  of  a  classical  European 

ROMAN-GRECO  VASE 

building.  Which  is  understandable.      in  one  of  our  suites    just  a  short  walk  to 


came  from.  Some  have 
marble  bathrooms,  hand- 
loomed  French  carpets, 
yf^t  crystal  chandeliers. 

We  even  have  a  library. 
'  Ask  for  a  book  or  a  movie. 
It  will  be  in  your  room  in 

4 

minutes.  And  we  have  the  best 
location  in  New  York.  Across 
from  Central  Park,  a  few  steps 
from  Bergdorf  Goodman,  Tiffany, 
and  F. A.O.  Schwarz  —  and 


HAND-PAINTED 
ITALIAN  RENAISSANCE 
PANELED  ELEVATORS 


It  was  inspired  by  the  Vatican  Library. 

Although  this  is  your  first  visit,  the 
concierge  greets  you  by  name,  as  will 

he  staff.  Of  which  we  have  two 
to  three  per  guest.  (At  a  hotel, 
the  reverse  is  true.) 

The  serendipities  continue. 
When  did  you  last  enter  an 
elevator  that  was  a  work  of  art? 
Where  a  white-gloved  oper- 
ator whisks  you  silently 
up  to  your  floor. 
The  suites  and  rooms  are 
another  revelation.  Some  contain 
antiques  worthy  of  the 
Vanderbilt  Mansion,  which 
in  many  cases  is  where  they 

EVEN  OUR  CLOCK  IS  A  DESIGNATED  LANDMARK 


HARRY  CIPRIANI'S 
RESTAURANT 
f_\  SERVES  YOU  IN 
'    THEIR  DINING  ROOM 
'    OR  IN  YOUR  SUITE 


Rockefeller  Center. 

The  Sherry-Netherland 
is  not  a  hotel.  Rather,  it  is 
a  magnificent  residence 
owned  by  a  small  group  ^ 
of  exceptionally 
diffident  people  who 
live  there. 

It's  their  place  in  town, 
If  you,  too,  would  like  to  enjoy  their 
kind  of  luxury,  we  invite  you 
to  call  Mr.  Louis  Ventresca  at 
212-355-2800. 
But  we  warn  you.  After  one  night 
with  us,  you  may  never  want  to  stay 
in  a  hotel  again. 

CTfe  SH€RRV-N€TH€RIAND 

Your  Place  In  Town 


(STRESSBUSTERS) 


The  10  Commandments 


By  Reid  Buckley 


Get  on,  get  off,  and  never 
follow  the  dog  act 

At  a  flossy  country  club  lun- 
cheon,  the  silver- thatched  tycoon  held  forth 
on  the  benefits  of  the  arts  center  he  was 
funding.  People  listened  with  rapt  atten- 
tion, or  so  it  seemed — tittering  at  his  jests, 
nodding  heads  solemnly  at  his  aphorisms. 
"O.K.,"  I  chided  myself,  "you've  paid  close 
attention  to  5,000  mostly  boring  talks  these 
past  ten  years,  you  can  endure  another." 
Wasn't  easy.  The  speaker's  wife  stared  up 
at  her  spouse,  the  rictus  of  an  adoring  smile 
planted  on  her  face.  Twenty  minutes. 
(She  brought  to  mind  Pat  Nixon:  bouffant 
hair,  white  linen  suit.)  Her  husband 
wound  at  very  long  last  into  his  per- 
oration..  .at  which  time  my  atten- 
tion was  captivated  by  the  13-  or 
14-year-old  daughter,  who  was 
seated  at  a  round  table  below 
the  dais,  in  front  of  me. 

She  was  struggling  with  a 
yawn.  She  resisted,  but  the 
corners  of  her  mouth  were  as 
though  tugged  away  from  her 
pretty  little  teeth  by  iron  grap- 
ples. She  could  not  suppress  the 
eruption,  which  was  prodigious 
It  tripled  the  cubic  volume  o 
mouth.  And  it  came  forth  loudly, 
like  60  pounds  of  air  pressure  escap- 
ing the  inner  tube  of  a  tractor's  tire. 
Aaaaawwwwwoooooeeeeeeooooo!  At 
which — this  was  amazing! — her  moth 
burst  into  laughter. .  .provoking  titters, 


"Ladies  and jelly- 
beans, a fanny  thing 
happened  to  me  on 
the  way  here  today, 
and  Id  like  to  share  it 
with  you.  Seems  there 
was  this  burning 
bush  and — this 
part 11  kill  y  a..." 
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"But  really,  you  ever 
notice  they  have  a 
McDonald's  at  the 
airport  now? I  mean, 
what's  that  all  about? 
\  Hey!  Anybody  here 
from  York?" 


howls,  from  everybody  in  the  room. 
Except  the  great  man,  who  glared  at 
wife  and  daughter  in  crimson-cheek- 
ed fury. 

A  nifty  little  epiphany,  and  for  our 
purposes,  a  good  place  to  start. 

Commandment  1 :  Don 't  bring  your 
ij-year-old  along  to  your  speech  unless 
you  have  pre-bribed  her  not  to  yawn. 
Here  are  nine  others: 

Commandment  2:  Never  begin  a 
speech  with  a  joke.  Not  even  if  it's 
funny.  Nothing  betrays  the  amateur 
faster.  Get  to  your  point  directly.  By 
all  means,  lace  your  text  with  humor — 
but  let  it  boil  up  out  of  the  content, 
uncanned. 


Commandment  3:  Shun  the  condi- 
tional tense.  It's  weak,  and  nothing 
conduces  more  certainly  to  giving  the 
impression  that  one  is  a  windbag.  "I 
would  suggest."  "I  would  submit  to 
you."  Worse,  it  might  lead  you  to  say, 
"Would  that  it  were. . .."  Stick  to  the 
present  tense. 

Commandment  4.  Spurn  rhetorical 
flourishes.  "I  should  like  to  begin  by. ..." 
Just  begin — don't  hem  and  haw.  "I 
submit  to  you."  What  that  usually 
means  is  you  don't  have  a  clue  as  to 
what  you're  saying. 

As  for,  "Let  me  share  with  you. . .." 
Please,  don't.  When  one  hears  that 
awful  ingratiation,  one  knows  that 
one  is  in  for  a  slathering  of  sentimen- 


tality or  a  revelation  of  grueling  inti- 
macy. One  can  "share"  a  blanket,  split 
peas,  a  cookie,  a  seat  or  even  knowl- 
edge. One  may  share  a  Kleenex,  in  ; 
pinch.  One  cannot  share  pain  ("Hav 
some,  it's  on  me!"),  an  experience,  an 
emotion,  an  idea,  an  intellectual  state 
an  opinion,  good  taste  or  bad. 

Commandment  5:  Avoid  vulgar, 
with-it,  faddish  in-phrases  like  "P.C." 
Do  you  remember  "the  bottom  line?" 
There  was  a  time  when  one  could 
read  nothing  without  bumping  up 
against  it.  "The  bottom  line"  be- 
longs in  an  accountant's  state- 
ment, or  possibly  in  reference  to  ai 
Sports  Illustrated  swimsuit  issue. 
"Getting  down  to  the  nitty-grit- 
ty," "politically  correct,"  "PLU" 
("People  Like  Us"):  such  reduc- 
tions, when  fresh,  can  be  okay. 
But  they  must  be  fresh.  The  mo- 
ment they  bubble  up  in  weekly 
news  magazines  or  on  TV  talk  shows, 
they  are  used  up. 

Commandment  6(a):  Do  not  quote 
anything  from  anyone  unless  you  have' 
read  the  book.  Or  are  thoroughly  fa- 
miliar with  the  author's  work  and 
have  thought  long  and  hard  about  it. 
Oh,  sure:  there  are  juicy  quotations 
that  can  be  irresistible  and  safe  to  use. 
But  served-up  opinions,  aphorisms, 
pensees  justes  outside  the  area  of 
one's  competence  sound  somehow  as 
though  they  have  been  microwaved 
into  the  text  for  show,  not  truly  mar- 
inated in  the  speaker's  mind.  As  a  rule, 
any  quotation  longer  than  50  words  is 
a  mistake.  Twenty-five  words  is  bet- 
ter by  half.  But  even  brief,  pointed 
quotations  can  be  an  addiction.  The 
repetitive  thud-thud-thud  of  clever 
ironies  dulls  the  audience's  minds. 

Commandment  6(b):  Never  in- 
dulge in  an  unlikely  allusion,  either. 
Count  on  this:  almost  nobody  who 
quotes  Plato  has  read  Plato.  Ronald 
Reagan  had  a  stable  of  shrewd 
speechwriters,  but  memory  winces  at 
his  greeting  of  the  Pope  at  the  Miami 
airport,  back  in  1987. 

It  was  nightfall.  The  weary  pontiff 
was  met  by  Reagan  at  the  foot  of  the 
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jet's  gangway.  Our  hero's  welcoming 
remarks  were  larded  with  references 
to  scholastic  philosophy  that  fitted 
him  as  gracefully  as  a  fighter-pilot's 
cap  fits  Bill  Clinton.  Rarely  did 
Ronald  Reagan  permit  himself  to 
look  or  sound  foolish,  but  the  half- 
smile  that  played  on  John  Paul's  lips 
as,  with  bowed  head,  he  submitted  to 
those  uncharacteristically  sententious 
presidential  words,  gave  the  game 
away:  he  knew  that  Ronald  Reagan 
had  not  read  a  word  of  Thomas 
Aquinas,  and  so  did  everybody  else, 
on  the  tarmac  and  watching  the  news. 

One  cringes  when  captains  of  in- 
dustry quote  Ovid,  or  when  fund- 
raisers recite  Zen-Buddhist  koans.  A 
speaker  should  avoid  dressing  him- 
self in  borrowed  clothes,  for  fear 
some  brat  in  the  audience  (maybe 
even  a  beloved  daughter)  will  re- 
veal— with  a  yawn — that  he  is  wear- 
ing none  of  his  own. 

On  the  other  hand, 

Commandment  7:  Do  not  depend 
on  the  slightest  gleam  of  intelligence  that 
you  imagine  you  detect  in  your  audience. 
This  is  like  relying  on  the  gleam  of 
compassion  one  detects  in  the  eye  of 
an  IRS  auditor.  You  may  be  address- 
ing a  bevy  of  Nobel  laureates  at  the 
Cosmos  Club:  before  they  quit  the 
auditorium,  they  have  forgotten  what 
you  said,  so  quit  appealing  to  their  in- 
telligence. Everything  you  say  should 
be  exquisitely  wrought,  but  what  you 
must  aim  at  is  the  gut:  implanting  in 
the  audience  a  good  feeling  about  you. 
"Sound  fellow!  I  agree  with  every- 
thing he  said.  Whatever  it  was."  This 
is  the  genius  of  Bill  Clinton's  stump 
speeches,  their  warm  and  fuzzy  sin- 
cerity, stunningly  resisting  analysis, 
but  making  their  point  with  the  pub- 
lic just  the  same.  All  the  same, 

Commandment  8:  Never  fail  to 
treat  every  member  of  your  audience  as 
the  juror  over  your  conscience,  for  whom 
you  will  exert  your  best  effort  proving  the 
validity  and  justice  of  your  case. 
Humility  of  spirit  is  the  vital  attribute 
of  the  speaker.  Conceit  is  his  enemy. 
The  speaker  who  disrespects  his  au- 
dience is  a  fool. 


Commandment  9:  Never  accept  a 
booking  in  Pennsylvania.  Years  ago, 
after  a  booking  in  Harrisburg,  my 
path  crossed  that  of  the  late  Russell 
Kirk,  who  had  lectured  at  a  nearby 
college.  Over  lunch,  he  said  to  me, 
"Were  you  aware  that  Mark  Twain 
dreaded  talks  in  the  Commonwealth 
as  much  as  you  and  I  do?  Why,  one 
night  he  was  addressing  a  rural  York 
County  audience  that  never  cracked  a 
smile.  One  farmer  in  particular  un- 
settled him,  a  tall,  gaunt,  lean  fellow 
in  his  mid-5os,  with  a  lantern  jaw  and 
gnarled  fists,  who  stared  grimly  at 
him  out  of  steel-gray  eyes.  Twain 
swore  to  himself,  Tm  going  to  crack 
that  man's  shell  if  it's  the  last  thing  I 
do.'  With  this  object  fervently  in 
mind,  he  aimed  the  final  20  minutes 
of  his  wittiest  remarks  at  the  fel- 
low...only  to  see  them  bounce  off 
that  impervious  brow  and  fall  shat- 
tering to  the  floor.  Twain  had  done 
his  darnedest,  but  he  had  failed. 

"Afterwards,"  Russell  Kirk  went 
on,  "at  the  apple  cider  and  doughnuts 
reception,  the  farmer  stomped  up  to 
Twain,  saying,  'Mr.  Clemens,  sir, 
that  speech  you  gave  was  so  funny  I 
could  hardly  keep  myself  from  bustin' 
out  laughing.'" 

Commandment  10:  Never  speak 
after  George  Will.  Or  before  him,  for 
that  matter.  It's  like  going  before  or 
after  a  stand-up  comedian  crossed 
with  Samuel  Johnson.  George  Will 
has  been  accused  of  delivering  a  litany 
of  erudite  one-liners,  but  that  charge 
is  in  the  order  of  postulating  a  surfeit 
of  caviar.  (No  such  thing.) 

Never  make  the  mistake  of  trying 
to  compete  with  a  phenomenon.  Ask 
to  be  excused.  Cough  up  blood.  If 
that's  impractical,  courage:  keep  your 
remarks  brief,  low-key  and  utterly  un- 
related to  what  the  star  has  said  or  is 
going  to  say.  If  his  talk  is  political, 
stun  the  audience  with  your  grand- 
aunt's  recipe  for  pecan  pie.  Then  wait 
for  a  better  night.  • 

Reid  Buckley  is  head  of  the  Buckley 
School  Of  Thought,  Refection  And 
Communications  in  Camden,  South 
Carolina. 
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Cold  Sweat 


By  Geoffrey  Norman 


In  which  our  man  applies 
his  icy  grip... 

"YOU  KNOW  HOW  TO  PICK  THEM,"  JOE 

Lentini  said  while  I  signed  releases  promis- 
ing not  to  hold  him  or  Eastern  Mountain 
Sports  Climbing  School  liable  if. .  .well,  you 
know,  something  happened.  "We  haven't 
had  weather  like  this  in  weeks." 

Lentini,  the  school's  director,  is  one  of 
those  unmistakably  capable  men  you  meet 
every  now  and  then;  the  kind  of  man  who 
would  have  to  force  himself  to  coil  a  rope 
in  sloppy,  uneven  loops.  It  just  isn't  in  his 
nature  to  do  things  half-assed.  He  checked 
to  make  sure  I  had  dated  the  releases  and 
then  he  began  looking  over  my  gear. 

The  equipment  you  use  and  clothing  you 
wear  in  the  mountains  in  winter  are  pur- 
poseful, and  there  is  something  very  seduc- 
tive about  that.  The  modern  ice  ax  is  a  thing 
of  high-tech  beauty,  designed  and  engi- 
neered with  a  kind  of  undeniable  serious- 
ness and  precision.  The  steel  crampons, 
which  you  wear  locked  down  over  your 
hard-shelled  outer  boots,  have  teeth  sharp 
enough  to  cut  into  ice  and  hold.  Even  the 
clothes  have  to  be  right.  No  cotton.  Pulls  on 
all  zippers  so  you  don't  have  to  take  your 
gloves  off  to  get  into  your  parka. 

"And  you'll  want  this,"  Lentini  said, 
handing  me  a  red  plastic  helmet  when  I  was 
otherwise  dressed  and  ready  to  go.  "There's 
a  lot  of  ice  flying  around  up  there." 

I'd  never  considered  it.  With  all  the 
things  that  could  go  wrong  in  ice  climbing, 
it  seemed  unfair,  somehow,  that  you  could 
get  your  head  caved  in  by  falling  ice.  We  got 
some  coffee,  loaded  the  packs  in  my  truck 
and  headed  out  of  town  for  an  area  used  by 
the  EMS  school.  Lentini  talked  about  his 
work.  He  is  a  relaxed  talker  and  a  convivial 


man  who  has  seen  a  lot.  He  has  been  in 
charge  of  the  EMS  school  for  18  years  now. 

"We  weren't  sure  of  the  demand,  when  I 
started.  Climbing  was  still  kind  of  a  fringe 
activity.  Rock  climbing  was  considered  a 
real  extreme  sport,  and  ice  climbing... well, 
it  was  even  further  out.  So  it  started  slow." 

But  in  the  last  few  years,  he  went  on,  there 
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had  been  an  explosion  of  interest. 

"Used  to  be,  it  was  kind  of  lonely. 
These  days,  you  have  to  get  up  early 
to  beat  the  crowds." 

"Why,  do  you  suppose?"  I  asked. 
Climbing,  it  seems,  is  one  of  those  ac- 
tivities that  provokes  questions.  Once 
it  was,  "Why  would  anyone  want  to 
do  it?"  Now,  it's  "Why  do  so  many 
people  want  to  do  it?" 

Lentini  answered  with  clarity. 

"More  and  more  people  like  you," 
he  said. 

We  parked  and  walked 
in  a  few  hundred  yards 
to  the  base  of  a  rock 
face  that  was  now 
covered  up  with  ice.  The  ice  looked 
like  a  kind  of  formal  curtain — a  crys- 
tal shroud — drawn  over  the  rocks  for 
winter.  When  you  think  of  ice  climb- 
ing, what  you  think  of  is  going  up  a 
vertical  face,  like  this  one.  The  pic- 
tures in  the  Patagonia  catalogue,  for 
instance,  make  it  look  dramatic  and 
irresistible — to  some  people,  anyway. 

But  before  you  can  climb,  you 
must  first  learn  to  walk,  which  takes  a 
certain  amount  of  practice  when  you 
are  wearing  crampons.  It  is  awkward, 
even  on  flat  ground.  I  found  this  out 
the  hard  way.  In  my  hurry  to  get 
started,  I  let  the  teeth  of  one  crampon 
catch  the  gaiter  on  my  other  leg.  I  lost 
my  balance  and  went  down  hard.  My 
elbow  hurt  for  a  month. 

"You  know,"  Lentini  said,  "it's 
amazing  how  often  that  happens. 
Even  with  experienced  climbers.  You 
just  tend  to  forget  you're  wearing 
those  things." 

Properly  humbled,  I  spent  the  rest 
of  the  morning  working  on  the  basics: 
learning  to  duck  walk,  which  is  called 
in  the  fraternity  walking  en  canard; 
how  to  carry  my  ice  ax  properly  and 
use  it  for  support  and  balance;  and  to 
self-arrest  if  I  did  fall  and  start  slid- 
ing down  the  mountain.  On  ground 
that  was  a  little  more  steeply  angled,  I 
crossed  one  leg  over  the  other,  in  a 
technique  called  pied  plat.  It  looked 
awkward  but  was  very  efficient. 

After  lunch  we  reviewed  a  little, 
then  roped  up.  Lentini  went  up  a  sec- 
tion of  ice,  first  on  the  bottom  points 


This  no-sweat  climb  for  the  leader,  instructor  Charles 
Townsend,  is  a  trial  by  ice  for  the  author,  below. 


of  his  crampons.  A  few  feet  up,  he  put 
in  an  ice  screw  and  clipped  in.  I  took 
up  a  belay.  The  ice  got  steeper,  and  on 
the  next  section  Lentini  began  using  a 
technique  called  "front  pointing," 
where  the  climber  kicks  the  two  steel 
claws  on  the  toe  of  each  crampon  into 
the  vertical  ice.  He  holds  an  ax  in  each 
hand,  the  point  of  each  stuck  into  the 
ice  above  him.  Six  sharp  points  of 
steel,  then,  hold  him  to  the  ice  and 
none  of  them  are  in  more  than  a  cou- 
ple of  inches  deep.  Merely  remaining 
stationary  on  the  ice  requires  balance 
and  technique.  You  do  not,  however, 
want  to  remain  stationary — and  if  you 
would  like  to  know  why,  try  standing 
on  your  tiptoes  and  holding  both  arms 
extended  above  your  head.  After  a  few 
seconds  you  will  want  to  move,  and  a 
few  seconds  after  that  your  body  will 
absolutely  crave  motion.  Your  calves 
will  burn  and  your  arms  will  ache  with 
a  merciless  persistence. 

You  want  to  move  on  the  ice,  then. 
You  have  to  move.  But  your  moves 
must  be  precise,  planned  and  made 
under  control.  If  you  try  simply  to 


scramble  up  the  ice,  you 
will  fall.  Believe  me. 

Lentini's  moves  were 
patient,  almost  leisurely, 
and  he  kept  up  a  line  of 
chatter  all  the  way,  telling 
me  what  he  was  doing 
when  he  did  it  and  why.  It 
seemed  effortless  and,  to 
him,  I  suppose  it  was. 

When  it  was  my  turn,  I 
made  it  up  as  I'm  sure 
Lentini  knew  I  would.  But 
I  struggled  and  I  fell  and  I 
never  made  a  single  move 
that  felt  graceful,  fluid  or 
even  entirely  under  con- 
trol. Sometimes  I  would 
try  to  muscle  my  way  up 
using  the  axes,  which  is  a 
good  lesson  in  why  a  lad- 
der is  easier  to  climb  than 
a  rope.  If  you  climb  with 
your  arms,  you'll  make 
nothing  but  very  short 
climbs.  When  I  stood  on 
my  front  points,  it  felt  like 
I  was  on  the  verge  of 
falling  off  the  face  of  the 
earth.  I  would  lean  into  the  ice  and 
put  my  weight  on  my  toes,  which 
would  push  my  front  points  loose. 
Sure  enough,  I'd  fall. 

"Keep  your  weight  on  your  heels," 
Lentini  said. 

Easy  for  him  to  say. 
"Nice  job,"  he  said,  when  I  reached 
the  top,  pouring  sweat  and  with  my 
arms  so  weary  I  probably  couldn't 
have  hung  up  a  pair  of  pants.  It  took 
ten  minutes  to  climb  down  the  side  of 
the  face  that  it  had  taken  me  more 
than  an  hour  to  get  up. 

"Tomorrow,"  Lentini  said,  "we'll 
do  something  interesting." 

I  went  back  to  the  motel  too  tired 
to  worry  about  the  implications  of 
that.  Before  I  went  to  sleep,  I  read  a 
week-old  local  paper  and  found  a 
story  about  a  climber  who  had  died  in 
a  fall.  I  read  it  the  way  you  would  read 
a  story  about  one  of  Princess  Di's 
shopping  trips.  It  belonged  in  another 
universe.  I  fell  asleep  certain  that  I'd 
never  learn  how  to  ice  climb  well 
enough  to  fall  far  enough  even  to 
sprain  my  ankle. 
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For  those  who  are  at  home  with  world-class 
service  and  luxury  comes  ah  exquisite  collec- 
tion of  residences  at  the  top  of  the  Manhattan 
skyline.  Soaring  52  stories  over  the  gateway  to 
Central  Park,  Trump  International  Hotel  and 
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For  further  information,  please  contact: 

The  Sunshine  Group,  Ltd., 
Exclusive  Marketing  and  Sales  Agent. 
Sales  Center  at  108  Central  Park  South, 
New  York,  NY  10019. 
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•The  Windsor  Collection  and  Excelsior  Collection  Suites, 

Developed  by  The  Trump  Organization,  The  Golbreath  Company 
and  General  Electric  Pension  Trust. 

The  complete  offering  terms  are  in  an  Offering  Plan  available  from  the  Sponsor. 

We  ore  pledged  to  the  letter  and  spirit  of  U.S.  policy  for  the  achievement  of  equal  housing 
opportunity  throughout  the  Nation.  We  encourage  and  support  an  affirmative  advertising  and 
marketing  program  in  which  there  are  no  barriers  to  obtaining  housing  because  of  race,  color, 
religion,  sex,  handicap,  familial  status  or  national  origin. 
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There  were  three  of  us  the 
next  morning.  The  new 
man  was  Charles  Town- 
send,  a  lean  EMS  instructor 
who  looks  a  lot  like  Orel  Hershiser, 
the  baseball  pitcher.  After  we  had 
driven  for  30  minutes  out  of-North 
Conway,  New  Hampshire,  he  led  the 
way  down  an  old  railroad  track  to  the 
base  of  an  ice-covered  rock  face  that 
looked  like  it  rose  a  couple  of 
thousand  feet  above  us.  It  was 
probably  more  like  800  feet, 
but  it  still  didn't  look  possible. 

But  I  roped  up,  and — 
after  Townsend  had  reached 
a  ledge,  tied  off  and  called 
"on  belay" — I  started  climb- 
ing. I  was  very  stiff,  nearly 
arthritic.  My  first  few  moves 
were  clumsy  and  I  felt  like  an 
impostor.  Then  I  swung  the 
ax,  felt  it  bite,  hung  on  the 
strap  and  kicked  with  my  op- 
posite foot.  The  front  points 
grabbed  ice  and  I  rocked 
back  on  that  heel  and,  all  of 
a  sudden,  it  felt  pretty  good. 

"Nice  move,"  Lentini 
called  from  below.  Bet  your 
sweet  ass. 

I  had  some  good  moments. 
And  I  had  some  not-so-good 
moments.  Invariably,  when 
I  felt  insecure,  I  did  precisely 
the  wrong  thing;  namely, 
lean  into  the  ice  and  put  my 
weight  on  my  toes.  I  took  a  couple  of 
nice  falls,  but  Townsend  caught  me, 
serenely,  on  the  belay,  saying  some- 
thing like,  "Take  your  time.  You're 
doing  fine." 

It  was  nice  of  him  to  say  so. 
At  one  point,  I  was  tied  in,  belay- 
ing him  from  below,  and  he  swung  his 
ax  and  knocked  a  large  point  of  rot- 
ting ice  loose. 

"Ice,"  he  shouted. 
1  went  into  a  kind  of  protective 
stance,  trying  to  crouch  and  hide  ev- 
erything under  my  little  plastic  hel- 
met. A  chunk  of  ice  about  the  size  and 
weight  of  a  cinder  block  hit  squarely 
on  top  of  my  helmet. 

No  pain.  In  a  curious  way,  the  im- 
pact felt  good,  like  a  clean  hit  on  the 
football  field,  and  for  a  few  moments 


I  saw  everything  with  dazzling  clarity. 
I  looked  back  down  at  what  we  had 
climbed  and  just  then,  it  felt  wonder- 
ful to  be  right  there. 
"You  okay?" 

"Fine,"  I  shouted  back.  It  took 
most  of  the  day  to  finish  a  climb  that 
Townsend  and  Lentini  could  have 
knocked  off  in  an  hour.  But  they 
made  it  seem  like  they  were  working 


This  is  what  good  techn  ique  looks  like.  It  feels,  after  a 
few  minutes,  like  being  stretched  on  a  very  cold  rack. 


hard  and  I  was  part  of  a  team  effort. 

On  the  drive  into  town,  I  men- 
tioned the  item  in  the  paper.  They 
knew  all  about  it. 

"He  wasn't  climbing,  actually," 
Lentini  said. 

"Stopped  on  a  ledge  to  eat  lunch. 
Unroped  and  didn't  tie  in.  Caught  his 
gaiter  with  a  crampon.  Fell  down  and 
slid  off,  about  a  thousand  feet.  His 
partner  watched  him  go.  He  was  an 
experienced  climber,  too." 

The  lesson,  I  suppose,  was  that 
after  just  two  days  I  was  good  enough 
to  kill  myself. ..and  would  never  get 
better  than  that. 

On  my  last  morning,  we  went  to  a 
face  with  a  couple  of  hundred  feet  of 
very  vertical  ice  and  the  name  of 
"Frankenstein."  (It's  a  monster.) 
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My  arms  went  first,  and  halfway 
p,  when  I  was  cleaning  some  protec- 
ion,  I  could  hardly  get  my  fingers  to 
Vork.  They  were  not  cold;  they  were 
ramped  from  gripping  the  ax  and 
Iriving  it  into  the  ice.  When  I  belayed 
■rownsend  from  below  (Lentini  was 
ioaching  and  photographing  this 
:pic)  and  leaned  out  against  the  rope, 
ny  legs  trembled.  More  from  muscle 
train  than  fear,  though  there  was 
:nough  of  that.  The  angle  was  steep 
i  :nough  that,  most  of  the  time,  it  was 
;trictly  the  points  that  were  holding 
ne  on.  The  points  and  the  axes.  So 
>eyond  the  predictable  strain  and  ex- 
irtion  of  the  climb  there  was  another 
drain — from  concentrating  on  the 
"noves,  the  technique,  the  placement 
:>f  the  points.  Townsend  could  prob- 
ibly  climb  Frankenstein  with  his 
Tiind  on  other  things,  but  I  had  to  re- 
ITiain  absolutely  focused  on  the  ice 
lind  the  moves.  And  that,  I  realized 
later  on  while  standing  under  a  hot 
shower,  was  the  absolute  joy  of  it.  You 
don't  get  to  experience  total  focus  very 
Dften  in  mid-life.  Some  part  of  your 
brain  is  always  somewhere  else — on 
(your  audit,  your  prostate,  your  teenage 
idaughter's  report  card. 

I  have  no  idea  how  long  it  took  me 
to  make  it  up  Frankenstein.  Long 
enough  that  I  felt  exhausted  and  gen- 
uinely elated  when  I  got  to  the  top. 

"You  looked  good  on  that  last 
pitch,"  Lentini  said.  "Real  good."  He 
sounded  sincere. 

"Really?"  I  said.  I  had  no  idea  of 
how  I  looked,  how  I  climbed.  No 
memory  of  the  moves — simply  a  hazy 
recall  of  moving  with  a  kind  of 
rhythm  that  was  past  urgency,  too 
tired  to  hurry.  It  was  ten  degrees  and 
I  was  soaked  with  sweat,  but  I  wasn't 
cold,  and  for  the  first  time  in  three 
days  I  wasn't  tired. 

"Want  to  do  it  again?" 

And,  of  course,  now  that  it  was 
over,  I  did. 

Before  I  was  even  unroped,  I 
missed  the  feeling.  It's  the  payoff,  ev- 
erything you  look  for  in  a  stunt.  • 
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ThrOUgh  philanthropy,  you  can  express  your 
gratitude  to  those  charitable  organizations  that 
have  enriched  your  life.  And  through  the  Fidelity 
Investments  Charitable  Gift  Fund,  you  can  make 
the  most  of  your  future  gifts  to  charity  while  you 
minimize  today's  taxes. 

The  Gift  Fund  works  like  a  private  foundation  — 
without  the  added  cost  and  administrative  hassles. 
With  an  initial  contribution  of  $10,000,  you  can 
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Pine  Or  Plastic? 


By  Stephen  Williams 


Not  all  Christmas  trees  are 
rea ted  equal.  A  few  thoughts 


c 


ion  care  and  feeding 


My  fondest  Christmas  memory  is 
of  the  way  Grandmother's  rotating  spot- 
light lit  up  the  snowy-white  metal  branches 
of  her  Christmas  tree  with  an  ever-chang- 
ling  pattern  of  aqua,  orange  and  pink  hues. 
IWhile  waiting  to  rip  open  our  gifts,  my 
: brothers  and  I  would  toss  little  store-bought 
i  chemical  pebbles  onto  the  gas  flames  that 
leapt  from  the  ceramic  logs  in  her  fireplace; 
each  pebble  would  combust  into  a  multicol- 
ored plume  that  rose  up  the  chimney.  Her 
only  caveat:  don't  melt  the  tree.  Grand- 
mother was  a  hardworking  Kansas  farmer 
who  took  pleasure  in  the  predictability  of 
manufactured  pine  needles. 

Most  people,  however,  still  won't  toler- 
ate an  artificial  tree.  Despite  the  fact  that 
fakes  are  now  convincingly  real,  even  up 
close,  almost  40  million  households  a  year 
continue  to  insist  on  paying  between  $3.10 
and  $5.65  per  linear  foot  for  the  thrill  of 
dragging  a  fresh-killed  conifer  home  to  de- 
hydrate, shed  needles  and  bleed  sap  onto 
the  presents.  Many  of  these  same  people 
who  insist  on  authenticity  will  then  tart  up 
their  tree  with  flashing  chili  pepper  lights 
and  angel  ornaments  crafted  from  gold 
spray  paint,  paste  and  old  copies  of  The 
Reader's  Digest. 

The  torture  inflicted  on  these  old  forest 
souls  would  be  enough  to  make  an  animistic 
tree-hugger  such  as  myself  cry,  if  I  didn't 
know  the  truth.  Most  Christmas  trees  are 
farm  products  that,  like  roasting-chickens 
and  Angus  cattle,  wouldn't  exist  without 
the  considerable  appetites  of  man.  The  in- 
dustry claims  that  for  every  tree  harvested, 


at  least  two  are  planted,  so  there's  no  short- 
age of  trees,  particularly  in  the  Tannenbaum- 
dense  countrysides  of  Oregon,  Michigan, 
Wisconsin,  California  and  North  Carolina, 
the  nation's  top  tree-producing  states. 

In  areas  of  the  country  such  as  my  own, 
metropolitan  New  York,  people  can't  read- 
ily get  to  a  Christmas  tree  farm,  but  that 
doesn't  mean  they'll  settle  for  a  fake.  Over 
in  New  Jersey,  in  fact,  citizens  not  long  ago 
created  their  own  Christmas  tree  farm,  of 
sorts.  Harvesting  pines  along  the  interstates 
became  so  popular  at  one  point  that  the 
highway  department  began  spraying  them 
with  a  substance  that  creates  an  obnoxious 
odor  at  room  temperature  (thefts  are  now 
reportedly  down).  In  Manhattan,  New  York- 
ers are  routinely  victimized  by  Canadian 
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vendors  who  spe  nd  the  weeks  before 
Christmas  living  in  vans  along  the  av- 
enues, playing  '70s  rock  music  and  ca- 
joling the  city's  hardened  w^r-capital- 
ists  into  paying  Tokyo-level  prices  for 
scrawny  trees.  Unless,  of  course, 
you're  John  and  Susan  Gutfreund. 
They  once  planned  to  winch  a  22- 
foot,  perfectly  shaped  tree  up  the  out- 
side of  their  River  House  abode  in 
Manhattan,  until  their  neighbors  got 
a  court  order  preventing  them  from 
using  an  adjoining  terrace  as  their 
base  of  operation. 

Perhaps  the  Gutfreunds  should 
have  hired  a  professional  Christ- 
mas tree  designer  to  expedite 
the  city  permits.  William  E. 
Horton,  a  Dallas  designer, 
services  about  12  clients  a 
year  nationwide  who  pay 
from  $2,000  to  $10,000  for  a 
fully  accessorized  tree.  (Trees 
for  pool  houses  and  guest 
houses  are  extra.) 

The  hot  colors  for  ornaments 
this  season,  according  to  Hort- 
on, are  copper  and  platinum. 
Also,  his  more  fashionable  clients 
are  elevating  their  trees  off  the 
floor — using  terra-cotta  or  custom- 
made  containers — to  a  height  be- 
yond what  your  Kmart  tree  stand 
provides.  "It's  like  having  the  right 
shoes  on  when  you  go  out;  you  just 
need  the  total  look,"  says  Mr.  Hort- 
on. Not  to  mention  the  room  you  get 
under  the  tree  for  those  oversized 
presents  from  Neiman  Marcus. 

Having  that  living  room  tree  de- 
signed seems  extravagant,  until  you 
start  decorating  the  boat.  Marc  Mom- 
berger,  of  Design  Solutions,  also  in 
Dallas,  spends  his  Christmas  season 
in  Ft.  Lauderdale  turning  yachts  into 
Yule  trees  for  the  annual  Christmas 
flotilla — for  $40,000  to  $100,000  a  pop. 
Often  paid  for  by  corporations,  these 
hundred-plus-foot  yachts  are  festoon- 
ed with  lights,  greenery,  fake  snow 
and  ice  and,  yes,  even  neon  sea  horses. 
Then  they  cruise  the  intracoastal  wa- 
terway like  ornamental  icebergs. 

Where  yachts  are  concerned,  plain 
old  Christmas  bulbs  just  don't  cut  it 
anymore,  according  to  Momberger. 
"This  year  we  are  experimenting  with 


new  fiber-optic  lighting  to  get  more 
brilliant  effects,"  he  says.  "Owners 
want  lasers  that  will  shower  light 
down  onto  the  boat."  It'll  be  so  bright 
in  Florida  this  year  that  they'll  be 
singing,  "Oh,  tanning  balm." 

But  what  about  those  of  you  who, 
on  the  off  chance,  are  planning  a  tra- 
ditional Christmas  with  a  small  tree, 
a  tree  that  you  have  not  cut  down 
along  the  New  Jersey  Turnpike?  For 


-as 


you,  poor  soul,  we  offer  these  few 
humble  tips: 

•  Variety:  Designer  Horton  favors 
the  Frasier  fir,  because  it  maintains  its 
color  longer  and  rarely  drops  needles. 
The  blue  spruce  noble  fir  does  not 
stand  up  by  comparison.  But,  most 
importantly,  select  a  variety  that  suits 
your  ornaments.  "The  ornaments 
should  hang  freely,  without  interfer- 
ence," says  Horton.  And  keep  in  mind 
that  "thick,  dense  trees  can  make 
longer  ornaments  hard  to  hang." 

•  Selection:  The  National  Christmas 
Tree  Association  recommends  this 
method  when  testing  for  freshness: 
hold  the  tree  by  one  branch,  about  six 
inches  from  the  tip.  Then  pull  your 
hand  towards  you  so  that  the  needles 
slip  through  your  fingers.  If  the  tree  is 
fresh,  all  the  needles  will  stay  at- 
tached. If  even  a  few  fall  off,  move  on. 

•  Installation:  Before  you  put  the 
tree  in  its  stand,  cut  a  one-inch  slice 
off  the  base  of  the  trunk  where  it  has 
been  crusted  over  with  sap.  That  way 
the  tree  will  be  able  to  drink  better. 


•  Maintenance:  If  you  cut  your  own 
tree,  put  it  in  water  within  12  hours  of 
making  the  cut.  A  tree  might  absorb  a 
gallon  of  water  in  the  first  full  day, 
and  several  quarts  a  day  after  that. 
Horton  recommends  treating  your 
tree  to  some  7-Up,  Sprite  or  sugared 
water  to  keep  it  healthy  and  fresh. 

•  Decoration:  Horton  advises  that 
you  decorate  the  tree  by  starting  with 
the  lights,  and  then  move  on  to  the 
ornaments,  which  should  be  gradated 

with  large  ones  on  the  bottom  and 
the  smaller  ones  on  the  top.  This 
makes  for  a  pleasing  effect,  and 
makes  the  tree  harder  for  chil- 
dren and  dogs  to  pull  over. 
•  Disposal:  'Tis  the  day  af- 
ter Christmas  and  the  kids' 
thoughts  have  turned  to 
the  Easter  Bunny.  What 
do  you  do  with  the  old 
tree?  Well,  whatever  you 
do,  don't  just  chuck  the 
carcass  in  the  street.  These 
days,  most  towns  and  cities 
offer  a  tree  chipping  service 
and  free  mulch  for  the  taking. 
Check  your  local  listings. 
If  all  of  this  seems  like  just  too 
much  trouble,  there  is,  we  remind  you, 
always  the  fake  tree.  And  for  the  true 
humbug,  the  ultimate  thing  in  tree 
management  is  to  do  nothing. 

The  Christmas  tree,  after  all,  has 
nothing  to  do  with  Christianity,  and 
you  won't  find  it  mentioned  anywhere 
in  the  Bible.  It  was  pre-Christian  pa- 
gans who  first  brought  greenery  in- 
doors as  a  harbinger  of  the  new  year 
and  the  season  to  come. 

Still,  nobody  likes  a  humbug.  Best 
to  enjoy  and  keep  in  mind  this  image 
from  Stephen  Nissenbaum's  book 
The  Battle  For  Christmas:  early  in  the 
history  of  the  Colonies,  a  genuine 
traditional  Christmas  celebration  in- 
cluded much  drinking,  feasting  on 
freshly  slaughtered  meat,  begging, 
shouting  and  carousing.  It  got  so  rau- 
cous, in  fact,  that  the  Puritans  out- 
lawed the  holiday. 

Merry  Christmas,  and  may  you  an- 
noy many  Puritans.  • 

Stephen  Williams  isYYl's home- 
and-garden  guy. 
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Hidden  gems  are  the  most  intriguing. 
Reverso  Joaillerie. 


Reverso.  Avant- 
garde  SINCE  1931. 

The  watchmaker 
andthe  jeweller 
combine  their  skills 
in  tribute  to  your 
most  precious 
possessions:  your 
identity  and  your 
time. the  essential 
hours  and  minutes 
of  your  life  are 
faithfully  recorded 
on  the  guilloche- 
patterned  dial. while 
diamonds  further 
identify  the  cold 
rectangle  of  the 
face.  Choose  rubies 
OR  emeralds  for 
A  gemstone  with 
special  significance. 
Turn  to  reveal  your 
individuality  -  A 
monogram  engraved 
in  a  field  of  polished 
gold.  or  set  with 
diamonds.  surround- 
ED IN  THE  ART  Deco 
STYLE  TO  RECALL  THIS 
CLASSIC  ERA. 


«Jaeger-leCoultre» 


diamonds  have  been 
selected  to  grace  this 
18-carat  gold  art 
Deco  jewel.  What  you 
cannot  see  is  the 
beautifully  finished 
jaeger-lecoultre 
calibre  846  mechani- 
cal movement. 


Special  Retrospective  Exhibition 


'Reverso  -  The  Living  Legend' 


JAEGER-LECOULTRE  INVITES  YOU  TO  ATTEND  THE  EXHIBITION  "REVERSO  -  THE  LIVING  LEGEND",  AN  EXTRAORDINARY  COLLECTION  OF 
REVERSO  WATCHES  FROM  1931  TO  THE  PRESENT.  THESE  EXHIBITIONS  CAN  BE  VIEWED  AT  LILJENQUIST  &  BECKSTEAD  IN  MCLEAN,  VA  FROM 

November  8  -  November  17. 1996  and  ZADOK  JEWELERS  in  Houston,  TX  from  November  25  -  December  8, 1996.  For  more 

INFORMATION  ABOUT  THESE  EXHIBITIONS  OR  FOR  A  FREE  COPY  OF  "  THE  MANUFACTURE'S  BOOK  OF  TIMEPIECES".  PLEASE  CALL  1-800-JLC-TIME. 


Normally,  we  like  to  let  our  clubs  speak  for  themselves.  But  then,  it  isn't  every  day  you  get  this  much  press.  Jfef1  1  11  J 
Which  might  explain  why  we  have  one  of  the  hottest  irons  around.  Of  course,  we  like  to  think  the  patented  \/  Ic^l0rM3Cl 

Bubble  shaft  has  something  to  do  with  it.  Why  not  try  a  set.  And  see  for  yourself  what  all  the  noise  is  about    Find  Your  G  a  v| 


THE  NEW  BURNER*  BUBBLE* 


O 


1-800-4-BURNER,  EXT.  363         Internet:  www.taylormadegolf.com 

©1996  Taylor  Made  Golf  Company.  Find  Your  Game  is  a  trademark;  Burner  Bubble  and  Taylor  Made  are  registered  trademarks  of  the  Taylor  Made  Golf  Company.  The  appearance  of  the  Bubble  shaft  is  a  trademarked  design  of  the  Taylor  Made  Golf  CompanJ 


(the  golf  bag) 


Same  Strokes, 
Different  Folks 

By  James  Y.  Bartlett 


Grolfing  with  Presidents, 

'rinces  and  Kings 

he  Presidential  election  is  still 
ome  months  away,  as  I  write,  but  it  is  al- 
eady  safe  to  evaluate  the  results  from  a 
olfing  perspective.  If  Mr.  Clinton  has  been 
eelected,  then  golf  is  secure  in  the  White 
4ouse  for  another  term.  If  Mr.  Dole  has 
von,  then  he  will  be  only  the  fourth  presi- 
ient  since  William  Howard  Taft  not  to 
lave  played  the  game,  though  he  can  be 
brgiven  in  that  his  war  injuries  have  made 
t  impossible.  If  Mr.  Perot  has  somehow 
nanaged  to  capture  the  Oval  Office,  then 
ill  bets  are  off.  The  giant  sucking  sound  you 
lear  will  be  all  right-thinking  golfers  run- 
ling  for  the  border. 

It  should  be  no  surprise  that  golf  has 
)een  a  favored  activity  among  our  national 
eaders.  It  is  a  sign  of  their  very  reliability 
ind  trustworthiness.  As  Russell  Kirk  mem- 
orably said  back  when  Ike  was  being  accused 
)y  the  Right  of  being  a  Lefty:  "Eisenhower 


isn't  a  Communist,  he's  a  golfer." 

Shepherd  Campbell  and  Peter  Landau 
published  a  book  earlier  this  year  entitled 
Presidential  Lies:  The  Illustrated  History  Of 
White  House  Go^T(Macmillan,  $24),  which 
examines  each  of  our  golfing  Presidents 
from  Taft  to  Clinton.  And  if,  as  Heywood 
Hale  Broun  claimed,  "Sports  do  not  build 
character — they  reveal  it,"  then  there  is 
quite  a  bit  to  learn  about  our  leaders  from 
their  golf  games. 

Campbell  and  Landau  claim,  for  in- 
stance, that  the  best  golfer  among  all  the 
Presidents  was  John  F.  Kennedy,  an  avid 
and  accomplished  player  who  tried  very 
hard  to  keep  from  voters  the  knowledge 
that  he  even  played  the  game.  Kennedy 
felt  that  ordinary  voters  considered  golf 
"the  rich  man's  game,"  and  he 
also  wanted  to  contrast  his 
image  with  that  of  his  prede- 
cessor, the  golf-crazy  Eisen- 
hower. Thus  history  has  con- 
cluded that  Kennedy  preferred 
touch  football,  sailing  and 
chasing  women  to  golf.  Which 
is  only  one-third  true. 

One  wonders  why  Kennedy  was  so 
worried.  After  all,  Woodrow  Wilson,  a 
Democrat's  Democrat,  probably  played 
more  golf  than  any  other  President,  at  least 
until  his  second-term  stroke.  In  fact,  Wilson 
made  a  lot  of  history  on  the  links.  Legend 
has  it  that  he  was  playing  an  afternoon 


Above:  JFK  sneaks  a 
round  of  "the  rich 
man's  game"  in  Hyannis 

Port.  Left:  With  pal 
Vernon  Jordan,  President 
Clinton  proves 
anybody  can  play. 
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round  in  Princeton  in  1910  when  a 
messenger  came  running  with  news 
from  the  Democratic  convention  at 
Trenton.  Wilson  waved  the  man  off, 
calmly  finished  putting  out,  and  only 
then  received  the  news  that  he  had 
captured  the  nomination  for  governor. 
Wilson  was  also  golfing  when 


the  hour  across  the  White  House 
lawns.  Unfortunately,  Ike  struggled 
with  his  putting,  and  had  a  trick  knee 
that  prevented  his  making  a  full  turn 
and  from  ever  getting  his  handicap 
much  below  15. 

More  recent  Presidents  have  had 
differing  degrees  of  interest  in  the  an- 


word  came  that  the  Lusitania  had 
been  torpedoed  in  1915,  and  again  in 
1917  before  he  appeared  in  front  of  a 
joint  session  of  Congress  to  ask  for 
authority  to  declare  war  on  Germany 
(and  the  next  day,  too).  And  he  was 
out  on  the  course  just  before  asking 
Congress  to  declare  war  on  the 
Austro-Hungarian  Empire. 

Another  Democratic  predecessor 
on  the  links  was  FDR.  Roosevelt 
began  playing  golf  as  a  teenager  and 
won  the  club  championship  at  a 
newly  constructed  course  at  the 
Roosevelt  family's  retreat  at  Camp- 
obello  Island,  Maine.  His  golfing  ca- 
reer, of  course,  ended  when  he  con- 
tracted polio  at  age  39. 

On  the  Republican  side,  Gerald 
Ford  ranks  second  in  the  authors'  poll 
of  golfing  Presidents,  despite  his 
propensity  for  bonking  spectators. 
Ford,  always  athletic,  was  long  off  the 
tee  and  a  fierce  competitor  who  once 
carried  a  12  handicap. 

It  was  Eisenhower,  of  course,  an 
honored  member  of  Augusta  Nation- 
al, who  was  the  true  golf  nut.  Ike  built 
the  first  White  House  putting  green, 
and  would  practice  his  sb  >rt  irons  by 
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Above:  William  Howard  Taft 
calculates  his  cholesterol 
count  after  a  rigorous  round.  Below 
Gerald  Ford  offers  the  gallery 
a  view  of  his  Presidential  seals. 

cient  and  royal  game.  Lyndon  John- 
son liked  to  slap  the  ball  around 
while  making  deals.  Richard 
Nixon  was  something  of  an 
inept  golfer.  Early  in 
his  political  career, 
a  frustrated  Eisen- 
hower told  him, 
"Look  here — you're 
young,  you're  strong 
and  you  can  do  a  lot  bet- 
ter." So  Tricky  Dick  used  some  of 
his  legendary  determination  and 
became  a  better  golfer:  he  got  his 
handicap  down  to  12  before  he  be- 
came President. 

Ronald  Reagan  was  a  good  ath- 
lete— all  that  wood  chopping  was  not 
wasted — who  played  a  great  deal  of 
golf  while  he  was  in  the  movies  and 
when  he  was  flacking  for  General 
Electric.  But  his  presidential  golf  was 
infrequent  and  mostly  social.  He  pre- 
ferred to  ride  horses  at  Quantico 
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Marine  Base  on  Wednesday  after- 
noons. That  activity  went  down  on  the 
White  House  schedule  as  "staff  time." 

George  Bush,  of  course,  will  long 
be  remembered  as  the  fastest  presi- 
dential golfer — speed  golf  was  his 
game — and  probably  the  worst  put- 
ter. In  fact,  there  are  many  who  say 
he  yipped  the  tap-in 
1992  election. 

Surprisingly,  given 
the  Kennedy  model, 
Bill  Clinton  has  never 
been  shy  about  show 
ing  off  his  love  of  the 
rich  man's  game.  He 
plays  as  often  as  he  can, 
and  once  said  his  goal 
was  to  play  100  rounds 
a  year.  As  befits  a  tech- 
nocrat, Clinton  often 
ignores  the  14-club  rule| 
in  his  search  for  the 
magic  weapon;  and  he 
is  said  to  be  generous  ini 
handing  out  mulligans! 
("do-overs")  during  aj 
round.  He  can  also  be  creative  about 
scoring — but,  hey,  if  he  sincerely  be-j 
lieves  he  broke  80,  where's  the  harm? 
If  there  is  a  lingering  resentment  in) 
the  populace  for  ourj 
leader's  playing  golf, 


Obtain  the  property  report  or  its  equivalent,  required  by  federal  or  state  law,  and  read  it  before  signing  anything.  No 
federal  or  state  agency  has  judged  the  merits  or  value,  if  any,  of  this  property.  Warning:  The  California  Department 
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of  the  project.  Obtain  and  read  the  New  Jersey  Public  Offering  Statement  before  signing  anything.  Prices  of  homes  and  lots  are 
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Helen  Chen-chi  Lin, 
Chairwoman, 
Council  for  Cultural 
Affairs 

• 


THE  COUNCIL  FOR 
CULTURAL  AFFAIRS, 
THE  REPU8UG  OF  CHINA 

t  is  a  great  honor  and  pleasure  for 
the  Council  for  Cultural  Affairs  of 
the  Republic  of  China  (ROC)  to  lend 
its  support  to  the  Brooklyn  Museum 
as  it  launches  this  exciting  exhibi- 
tion of  Chinese  art.  With  more  than 
120  pieces  on  display,  it  will 
undoubtedly  go  down  as  a  historic  event. 
In  his  inauguration  speech  this  past 

May,  President  Lee 
Teng-hui  said  the 
ROC  is  embarking 
on  the  cultivation 
of  a  new  culture 
and  the  shaping  of 
a  new  society. 
Both  these  goals 
are  the  main  tasks 
of  the  Council. 
Established  in  1981 
by  the  Executive 
Yuan  (the  ROC 
Cabinet),  the  Council  aims  to  enrich  the 
cultural  life  of  the  people  of  the  ROC, 
thereby  upgrading  their  quality  of  life.  As 
part  of  its  mandate,  the  Council  is  respon- 
sible for  mapping  out  a  national  cultural 
policy  plan,  cataloging  and  maintaining  the 
country's  treasured  historical  relics,  pro- 
moting cultural  exchanges  between  the 
ROC  and  other  countries  of  the  world 
and  assisting  in  the  setup  of 
cultural  facilities. 

The  Brooklyn 
Museum's 
Chinese  art 
collection 
symbolizes  an 
important  link 
between  the 
American  and 
Chinese  people  and 
will  go  a  long  way  in 
enhancing  Americans' 
understanding  of  the  rich 
heritage  of  Chinese  culture 


Americans  have  been  intrigued  with 
China  since  before  the  American  Revolution, 
when  Paul  Revere  copied  a  Chinese  pot  in  sil- 
ver. Soon,  ship  captains  from  New  England 
were  sailing  East  with  cargoes  of  ice  and 
returning  with  holds  stuffed  with  Chinese 
ceramics  for  ballast  and  quick  sale.  It's  been 
an  on-again,  off- again  romance  ever  since. 
The  romance  was  on  when,  as  during  a  peri- 
od following  the  American  Civil  War,  a  hand- 
ful of  influential  Americans  had  a  taste  for 
things  Chinese  or  when  such  historical  events 
as  the  Chinese  revolution  of  1911  brought 
great  Chinese  art 
to  the 


auction  houses  and  galleries  have  taken  the 
hint  with  a  flurry  of  sales  and  exhibitions  of 
their  own. 

But  the  real  sign  of  Chinese  arts  ascen- 
dancy is  at  the  Brooklyn  Museum,  which 
opened  The  Arts  of  China  galleries  on 
November  7.  For  the  first  time  in  nearly  three 
decades,  1 20  of  the  choicest  objects  from  the 
Brooklyn  Museum's  collection  of  more  than 
1,800  Chinese  paintings,  calligraphies,  ceramic 
vessels,  bronze  tomb  figures  and  jade  carvings 
are  on  permanent  view  in  these  new  galleries. 

The  Brooklyn  Museum  began  assembling 
its  extraordinary  accumulation  of  Chinese  arc 
almost  from  the  time  it  first  became  possible 
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international 
marketplace.  The  affinity 
flourished  again  when  Beijing  opened  its 
doors  to  scholars  in  the  early  1 980s. 

This  is  a  moment  of  great  aidor  for  Asian 
art  and  particularly  for  things  Chinese.  When 
the  National  Palace  Museum  in  Taipei  lent 
the  Metropolitan  Museum  of  Art  its 
"Splendors  of  Imperial  China"  exhibition  last 
spring,  the  crowds  rivaled  van  Gogh  enthu- 
siasts in  number.  In  early  fall,  the  exhibition 
was  doing  equally  well  at  its  new  venue,  the 
Asian  Art  Museum  of  San 
Francisco. 


The  nephrite  "Crouchin 
Bear,"  from  the  Shan 
Dynasty  (16th  to  111 
century  B.C. 


porcelain 
wine  jar, 
from  the  Yuan 
Dynasty  (14th 
century). 


—  near  the  begin- 
ning of  the  centu- 
ry. In  1909  China 
was  in  the  midst  of 
the  confusion 
that  resulted  in 
the  overthrow  of 
the  Qing  Dynasty  ( 
and  the  proclama-  ' 
tion  of  the 
Chinese  Republic 
three  years  later.  A  few 
canny  American  col- 
lectors were  taking 
advantage  of  the 

eagerness  of  once-prominent  Chinese  collec- 
tors to  sell.  "It  beats  California  in  '49!",  the 
collector  Charles  Lang  Freer  exulted  from 
Beijing,  where  he  was  in  the  throes  of  a  gar- 
gantuan buying  spree. 

That  year,  the  legendary  R.  Stewart  Culin 
arrived  in  China.  He  was  flamboyant  and  self- 
taught,  and  The  Brooklyn  Museum  —  then 
the  Brooklyn  Institute  of  Arts  and  Sciences  — 
hired  him  as  curator  of  ethnology  from  1903 
to  1929.  His  assignment:  to  build  a  collection 
of  the  best  of  the  world's  non-European  cul- 
tures, from  Chinese  to  American  Indian. 
"When  Culin  leaves  for  the  field,"  the 
American  Magazine  noted  in  1913,  "he  takes 
car  fare,  a  lead  pencil,  a  set  of  ideas  and  a 
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'mile.  He  comes  back  with  the  same  smile, 
laore  ideas  and  many  packing  cases." 

In  fact,  inside  one  of  those  packing 
| rates  was  a  mirror,  which  hed  picked 
ip  for  $2.50  in  a  Shanghai  market.  The 
nirror,  now  identified  as  most  likely 
lating  back  to  the  Eastern  Han  period 
A.D.  25-220),  is  on  view  in  the  new 
,alleries. 

The  theme  for  The  Arts  of  China  gal- 
tries  is  "Returns  to  the  Past,"  alluding  to 
he  many  ways  in  which  the  Chinese  have 
econsidered  an  idealized  past  throughout 
heir  history.  The  Brooklyn  Museum  studied 
ts  entire  collection,  sent  a  great  deal  to  the 
.onservation  laboratories  and  borrowed  Miss 
-■an  Dongqing,  the  renowned  Chinese 

ceramics  scholar,  from 
the  Shanghai  muse- 


Large  porcelain  dish, 
from  the  15th  century 
Ming  Dynasty. 


Hutchins 

is  one  of  the  master- 
pieces of  the  Brooklyn's 
holdings:  a  porcelain 

"Wine  Jar  with  a  Design  or  Fish  and 
Water  Plants,"  from  the  Yuan 
Dynasty  (1279-1368). 

But  the  core  of  its  most  recent 
riches  comes  from  the  Guennol  col- 
ection  of  Alastair  B.  Martin,  former 
chairman  of  the  Museum's  board. 


n 


M 


us  e  urn 


am  to  review  its  more  than  600  Chinese 
:eramics.  As  conceived  by  Amy  Poster,  the 
Brooklyn  Museum's  curator  of  Asian  art,  and 
John  Finlay,  assistant  curator  of  Asian  art,  the 
pew  installation  is  also  a  tour  through  the 
past  and  present  glories  of  collecting  at  the 
Brooklyn  Museum. 


Late  12th  century 

Collectors  prefer        Cizhou  tiger-form 

that  their  art  go  to  a  Pillow- from  the 

■ ,  Jin  Dynasty. 

museum  with  a  ster-  ' 

ling  reputation  in  the  field,  which  has  meant  the 
Brooklyn  Museum  has  over  the  years  received 
many  bequests,  including  fine  objects  from  the 
estate  of  Colonel  Michael  Friedsam  in  1 932  and 
Augustus  S.  Hutchins  in  1952.  On  view  from 


One  Guennol  object  on  view  is  the 
"Crouching  Bear"  from  the  Shang  Dynasty 
(16th  to  1 1th  century  B.C.),  wonderfully 
square  and  charming  with  a  snout  that  deftly 
displays  dark  veining  of  the  sage-green  stone. 
Such  animal  carvings  were  often  found  in 
Shang  royal  tombs. 

Centuries  later,  the  scholars  and  scribes 
who  made  the  giant  bureaucracy  of  govern- 
ment work  set  themselves  up  in  studios  with 
exquisitely  selected  objects  that  harked 
back  to  this  ancient  past.  They  often  fur- 
nished their  retreats  with  the  elegance  and 
simplicity  of  pieces  like  the  yellow  rose- 
wood yoke-back  armchairs  from  die  Ming 
Dynasty  (1368-1644),  that  the  Museum  has 
on  view  in  its  evocation  of  a  scholars  studio. 

"It  was  a  great  achievement  to  get  Chinese 
galleries  on  the  museum  schedule,"  says  Poster. 
"Now  we  can  begin  planning  our  dream 
exhibitions." 


The  Brooklyn  Museum  is  located  at 
200  Eastern  Parkway,  Brooklyn,  NY. 
For  more  information,  call  (718)  638-5000. 


HENDERSON  LAND  GROUP 

t  comes  as  a  great 
delight  to  the  Henderson 
Land  Development 
Company  Limited  to  learn 
that  an  extensive  collec- 
tion of  Chinese  art  will 
be  exhibited  at  the 
Brooklyn  Museum.  Chinese  art 
has  long  been  well  appreciated  by 
people  from  around  the  world,  and 
it  is  particularly  pleasing  to  us  that 
Chinese  art  will  now  be  put  on  permanent 
display  —  alongside  other  great  art 
pieces  from  different  regions  of  the 
world  —  in  such  a  world-renowned 
institution. 

Henderson  Land  is  one  of  the  largest 
property  develop- 
ers in  Hong  Kong. 
The  firm  also  has 
investments  in 
local  publicly 
listed  companies 
engaged  in  public 
utility,  trans- 
portation, hotel 
and  tourism 
businesses. 
In  recent  years, 
the  Group 
has  further 
diversified  its 
property 

businesses  into  various  major  cities 
in  China.  The  Group's  long-term  objec- 
tive is  to  maintain  its  leading  position  in 
the  local  property  market  as  well  as  in 
China  by  developing  quality  property 
developments  that  meet  market 
demand. 

We  are  honored  to  participate  in  this 
very  worthwhile  effort  to  promote 
Chinese  art  to  people  outside  of  China. 
The  dedicated  efforts  made  by  the 
Brooklyn  Museum  in  making  this 
a  reality  are  to  be  commended. 


Dr.  Lee  Shan  Kee, 
Chairman, 
Henderson 
Land  Group 


TALK  ABOUT  A  DREAM  JOB.  NOT  ONLY  DOES  MARK  ROLFING  GET  TO  SHOWCASE 
SOME  OF  THE  WORLD'S  MOST  SPECTACULAR  RESORTS.  HE  GETS  TO  WEAR 
CLOTHES  AS  RELAXED  AND  INVITING  AS  HIS  WORKPLACE. 
CATCH  "GOLF  HAWAII,"  ON  ESPN-SUNDAYS,  NOV.  24-DEC.  29  AT  8:30  A.M.,  JAN.  5-FEB.  2  AT  8  A.M.  (EST). 


CrossCreek* 

THE       EXCEPTIONAL  SHIRT 


well,  we  need  to  get  over  it.  The  game 
ias  been  intertwined  with  royalty  for 
penturies.  James  IV  of  Scotland  at  first 
'  jpheld  the  edicts  of  his  father  and 
grandfather  that  his  subjects  should 
[not  play  golf  but  instead  practice 
krchery  and  the  art  of  war — the  better 
to  hold  off  their  traditional  enemy, 
[the  English.  But  after  James  married 
[Margaret  Tudor,  daughter  of  Henry 
VII,  something  of  a  lasting  peace 
broke  out  between  the  two  nations, 
and  he  felt  secure  enough  to  take  the 
Earl  of  Bothwell  out  for  a  round  or 
two  himself. 

The  Stuart  kings  helped  put  golf 
on  the  map:  James  V  was  an  avid 
player,  and  Mary,  Queen  of  Scots,  as 
the  story  has  it,  mourned  the  murder 
of  her  husband,  Darnley,  with  a 


round  at  Seton.  And  when  James  VI 
succeeded  to  the  English  throne  as 
James  I,  he  took  his  golf  clubs  to 
London.  He  was  the  first  king  to 
name  an  official  clubmaker,  which 
led,  eventually,  to  the  commercializa- 
tion of  the  Olympics. 

It  was  a  later  James — the  II — who 
as  the  Duke  of  York  played  in  an  his- 
toric match  where  royal  and  common 
golf  intersected.  Around  1681,  the 
Duke  and  two  English  noblemen  had 
a  dispute  about  which  nation  had 
originated  the  sport.  A  match  was  ar- 
ranged to  decide  the  matter  at  the 
links  at  Leith.  The  Duke  was  permit- 
ted to  choose  his  own  partner,  and  on 


the  recommendations  of 
the  locals,  he  picked  John 
Patersone,  a  poor  shoemak 
er  but  a  helluva  golfer. 
Naturally,  the  Duke 
and  the  shoemaker 
dusted  the  English 
dandies,  and  with 
presses  and  carry- 
overs, Patersone  won 
enough  to  be  able  to 
build  himself  a  nice 
house  in  Edinburgh  to 
which  the  grateful  Duke 
had  affixed  the  new  coat 
of  arms  of  the  Patersone 
family:  a  hand  grasping  a 
golf  club  with  a  Latin 
motto  which  read  "Far 
and  Sure." 

The  House  of  Wind- 
sor, with  its  Germanic 
roots,  has  not  been  as 
golf-crazy  as  some  other 
royal  lines,  but  it  has  had 
its  adherents.  Edward  VIII, 
who  abdicated  for  the  woman 
he  loved — and  to  give  himself 
time  to  play  a  lot  of  golf — was 
one  of  the  most  avid  and  ac 
complished  royal  golfers  of 

Clockwise from  left:  Nixon,  opening 

the  way  to  China;  Woodrow 
Wilson  corrects  for  the  winds  ofWWI; 
Ike  beholds  just  one  miracle  borne 
by  the  military-industrial  complex. 


the  century.  As  Prince  of  Wales,  he 
served  as  captain  of  the  Royal  and 
Ancient  Golf  Club  in  St.  Andrews  in 
1922,  played  as  a  member  of  the 
Welsh  Guards  in  the  Army  team 
championship  and  was  once  a  semi- 


finalist  in  the  annual  Parlia- 
mentary Handicap.  This  spring, 
I  wandered  into  the  clubhouse  at 
Royal  St.  David's  in  Harlech, 
Wales,  a  lovely  links  course  that 
plays  in  the  shadow  of  an 
11th-century  castle  erected 
by  Edward  I,  and  noted 
that  HRH  had  been  elect- 
ed captain  there  in  1935. 

The  Prince  once  in- 
vited American  profes- 
sionals Walter  Hagen  and 
Gene  Sarazen  to  lunch  at 
Royal  St.  George's  club  in 
Sandwich.  After  they  sat 
down,  the  club's  steward  came 
up  to  the  Prince  and  reminded 
him  that  golf  professionals  were 
not  permitted  in  the  dining 
room.  "You  stop  this  nonsense  or 
I'll  take  the  Royal  out  of  St. 
George's,"  the  future  King  snapped. 
The  nonsense  stopped. 

By  most  historic  accounts,  the 
best  royal  golfer  of  recent  vintage 
was  Leopold  III  of  Belgium. 
Leopold  advanced  to  the  second 
round  of  match  play  in  the  1939 
Belgian  Amateur,  made  it  to 
the  quarterfinals  in  the  '49 
French  Amateur  and  was  low 
amateur  in  the  '46  Swiss  Open. 

The  closest  I  have  come  to  golfing 
in  royal  style  was  a  few  years  ago  when 
I  attended  the  King  Hassan  II  Trophy 
in  Rabat,  Morocco.  Hassan  was  bit- 
ten by  the  golf  bug  early  in  his  reign 
and  remains  under  its  spell  today.  In 
the  1960s,  the  King  recruited  Claude 
Harmon,  the  famed  and  longtime 
club  professional  at  Winged  Foot  and 
Seminole,  to  visit  Morocco  and  help 
him  with  his  game. 

Harmon  played  almost  daily  with 
the  King,  and  the  King  would  always 
ask  his  teacher  for  a  recommendation 
on  club  selection  for  certain  shots. 
However,  the  King  had  a  habit  of  ig- 
noring Harmon's  advice  and  going  on 
his  own  gut  feeling.  One  day,  when 
the  King  had  yet  again  ignored 
Harmon's  advice  to  hit  an  eight-iron 
and  dumped  his  nine-iron  approach 
into  a  bunker,  Harmon  spoke  up. 

"Your  Majesty,"  he  said,  "I've  been 
teaching  you  for  ten  years,  but  there  is 
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one  thing  T'vc  neglected  to  teach  you. 
It  is  this:  th<  >  i  the  club  do  not 

know  that  you  are  the  King.  Even  you, 
your  Majes     rave  to  hit  enough  club!" 

Fortunately,  the  King  laughed. 

No  one  was  laughing  much  during 


play  at  the  1971  Hassan  II  Trophy. 
With  Harmon  and  several  other  tour- 
ing pros  in  attendance,  a  military  coup 
broke  out.  Armed  rebels  marched 
across  the  golf  course  and  began 
spraying  machine  gun  fire  in  the  gen- 
eral direction  of  King  Hassan. 
Harmon  saw  a  man  shot,  dived 
for  cover  and  was  kicked  and  but- 
ted. He  said  later  that  because  he 
was  wearing  a  yellow  golf  shirt, 
the  color  that  reportedly  signified 
sympathy  with  the  rebels,  his  life 
was  spared. 

The  King  escaped  harm  and 
the  rebellion  was  eventually  quash- 
ed, but  the  tournament  was  called 
off  for  a  few  years.  Recently,  it 
has  returned  with  vigor.  The 
King  opens  his  exchequer  and 
bestows  munificence  in  the  form 

Left:  King  Leopold  III 
of  Belgium  led  golfing s  royalty. 

Below:  The  Duke  of 
Windsor  and  Lord  Castlerosse 
stride  the  greens  at  St.  Andrews. 


of  appearance  money  to  a  bevy  of  pros 
from  the  U.S.  and  European  tours 
The  year  I  attended,  Corey  Pavin  was 
the  headliner,  flown  in  for  the  week  of 
golf  for  a  fee  rumored  to  be  $200,000. 
As  it  turns  out,  I  had  arranged  to  cad- 
die for  Pavin  during  the  tournament, 
which  took  some  doing,  since  the 
American  and  European  players  had 
been  told  that  Moroccan  law  required 
that  they  use  local  caddies.  It  took 
some  furious  negotiations  in  English, 
French  and  Arabic  before  Pavin  set- 
tled the  matter  by  peeling  off  a  few 
hundred-dollar  greenbacks  to  give  to 
Mohammed,  his  assigned  bag  toter. 
Baksheesh  talks. 

King  Hassan,  perhaps  forgivably 
gun-shy,  no  longer  attends  his  own 
tournament,  preferring  to  watch  on 
TV  from  the  comfort  of  his  well 
guarded  palace.  But  his  two  sons,  golf: 
nuts  both,  play  in  the  three-day  pro 
am.  Pavin  and  I  were  both  a  bit  dis 
appointed  to  learn  we  would  not  be 
playing  with  either  Prince,  an  honor 
that  was  apparently  reserved  for  Billy 
Casper,  who  has  assumed  the  Claude 
Harmon  chair  as  golf  advisor  to  the 
royal  family. 

But  midway  through  one  round, 
Pavin  and  I  watched  as  the  royal 
foursome  passed  by  on  the  next 
fairway.  The  Prince,  who  cut  a 
dashing  figure,  was  well  at 
tended  by  his  retinue  of  court 
iers,  hangers-on  and  security 
persons,  all  of  whom  were 
kept  somewhat  at  bay  by  ser- 
vants who  carried  a  red  vel- 
vet rope  to  create  a  space 
around  his  Highness  as  he 
walked  down  the  fairway. 
The  Prince  had  an  enthusi- 
astic swing,  if  not  a  very  ac- 
curate one,  but  every  time  he 
struck  the  ball,  whether  a  solid  hit, 
a  shank  or  a  fozzle,  his  retinue 
k     erupted  in  loud  huzzahs  and 
heartfelt  applause. 
Pavin  and  I  smiled  at  each  other 
as  the  Prince  and  his  subjects  swept 
royally  past.  Even  on  the  golf  course, 
it's  good  to  be  the  King.  • 

James  Y.  Bartlett  isFYVsgolf 
columnist. 
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THEN  CHANGE  IT  AGAIN.  AND  AGAIN.  SimGolf"-  with  the  new  Course  Architect  - gives  you  the  power 
to  create  endless  courses,  as  heartbreaking  or  handicap -friendly  as  you  like.  Go  ahead,  dig  yourself  new 
fairways,  bunkers  and  lakes.  Choose  from  hundreds  of  objects  to  make  one-of-a-kind  courses.  (Think 
Sahara-size  sandtraps.  And  watery  golf  ball  graves.)  Video  tips  from  legendary  course  architect  Robert 
Trent  Jones,  Jr.  help  you 
turn  your  blueprints  into 
greens.  You  can  even  play 


-or  customize-two  Jones  masterpieces,  Hancho  La 
Quinta™  and  The  Prince  Course.  Then  tee  off  on  your 
new  links.  Or  round  up  a  foursome  to  play  your  cus- 
tom course  on  the  Internet.  SimGolf.  It's  the  ultimate 
18  holes  (some  assembly  required). 
SIMGOLF  COMPETE  ON  COURSES  YOU  CREATE. 


^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^ 


Use  the  powerful  Course  Architect  to  cus 
tomize  courses  Make  them  Hat  or  hilly,  place 
holes  and  hazards,  and  it  s  tee  time 


Once  you  ve  designed  your  ideal  course,  tee 
oil  lor  high  stakes  skins,  stroke  or  match  play 


Available  lor  Windows  95  (01996  Maxis,  lnc  All  rights  reserved  SlmGoll  and  Course  Architect  are  trademarks  and  Maxis  Is  a  registered  trademark  ol  Maxis,  Inc 
Hancho  La  Omnia  is  a  trademark  ol  TD  Desert  Development  Limited  Partnership  All  other  trademarks  or  registered  trademarks  are  the  properties  ol  their  respec 
tive  owners  For  product  or  ordering  information,  contact  your  local  relaller  or  call  800-33-MAXIS  Visit  the  Maxis  Well  Bite  el  htrp  7wi 
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Good  To  The  Last  Page 


By  Jeff  Turrentine 


A  guide  to  the  season's 
best  coffee-table  books 

Who  was  it  that  once  said  "cof- 
fee-table  books  are  a  window  into  the  soul?" 
All  right,  so  maybe  nobody  said  that,  in  ex- 
actly those  words.  But  the  point  is  well  made, 
even  if  nobody's  actually  made  it  yet.  Let's 
say  you're  a  first-time  guest  at  somebody's 
house.  After  offering  you  coffee,  which  you 
accept,  they  tell  you  to  make  yourself  at 
home  as  they  disappear  into  the  kitchen  for 
a  few  minutes.  You  sit  down  on  the  couch 
and  your  eyes  are  drawn  reflexively  to  the 
several  coffee-table  books  stacked  before 
you.  Like  the  figures  on  Keats'  Grecian  urn, 
they  seduce  with  their  frozen  formality,  cry- 
ing out  for  someone  like  you  to  open  them 
up  and  take  a  look. 

The  choice  of  coffee-table  books  can  re- 
veal as  much  about  your  host  as  the  novels 
on  the  bookshelf  (which  you  checked  out 
before  you  sat  down)  or  the  contents  of 
their  medicine  cabinet  (which  you'll  check 
out  in  a  few  minutes,  after  coffee).  Cata- 
logues raisonees  of  Matisse,  Picasso  and 
Vermeer?  You  may  be  dealing  with  a  pseudo- 
aesthete  whose  tastes  are  dictated  more  by 
the  giant  exhibits  in  New  York  and  D.C. 
than  by  personal  attachment  to  any  artist. 
A  celebration  of  Soviet  agitprop  poster  art, 
next  to  a  collection  of  Walker  Evans'  pho- 
tographic portraits  of  dust  bowl  dirt  farm- 
ers? You  have  an  old  Lefty  on  your 
hands — better  not  bring  up  your  zealous 
support  of  the  capital  gains  tax  cut. 

Each  autumn,  publishers  of  coffee-table 
books  flood  the  market  in  anticipation  of 
the  holidays,  when  sales  of  the  oversized, 
art-heavy  tomes  are  at  their  peak.  But  not 
all  coffee-table  books  are  created  equal,  and 
close  scrutiny  of  the  dozens  upon  dozens  of 
titles  will  ensure  that  you  buy  only  the  best 


of  the  lot  this  season,  thus  maintaining  your 
reputation  as  a  person  of  highly  refined  taste 
and  sensibility.  Haven't  the  time  to  sort 
through  them  all?  We  have,  and  here's  what 
we  found:  seven  of  this  fall's  best. 

If  they  don't  have  Prince  Albert  in  a 
can — and  believe  us,  we've  asked  many, 
many  times — then  surely  the  next  best  thing 
is  Prince  Edward  in  a  book.  The  Private 
World  Of  The  Duke  And  Duchess  of  Windsor 
(Abbeville  Press,  240  pages,  $68)  offers  a  rare 


Top:  buffalo  head  trophies, 
from  The  West.  Above 
left:  in  the  belly  of  the  best, 
i.e.,  Christy  Turlington, 
from  Diamonds.  Above 
right:  Charles  Rennie 
Mackintosh's  famed  chair. 
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ADVERTISEMENT 


cience 


hiseido  is  a  rarity  in  the  world  of 
COSMETICS:  a  company  dedicated 
to  Research  and  Development  out  of 
commitment  to  beauty. 

Founded  in  1872  as  Japan's  first 
Western-style  pharmacy,  Shiseido  has 
grown  into  a  S5.6  billion  global 
corporation — the  fourth  largest 
cosmetics  company  in  the  world— 
with  sales  in  47  countries. 

While  R&D  in  skincare  is  the 
backbone  of  corporate  growth, 
-  Shiseido  has  also  become  an 
international  leader  in  prestige 
color  cosmetics.  The  company 
recently  introduced  an  innovative 
LIPSTICK  that  actually  lives  up 

to  its  name — staying  on  the 
lips  without  smearing, 
fading,  or  transferring. 
The  new  product  is  an 
unqualified  success  in  Japan, 
with  over  12  million 
units  sold  since  July 
1994.  In  1995,  the  U.S. 
debut  of  "Staying 
Power"  lipstick  accelerated 
Shiseido's  sales  growth  in 
the  American  market. 

hile  this  launch  was  the  reali- 
zation of  a  DREAM,  it  represents 
just  one  example  of  science  and 
beauty  integration.  In  keeping  with 
the  company's  traditional  emphasis 
on  science — "over  a  century  of  skin 


ADVERTISEMENT 


teauty 


Benefiance  energizes  and 
infuses  the  complexion 
with  new  vitality,  working 
In  synergy  with  the  skin's 
own  natural  chemistry. 


aring" — Shiseido  brings  evolving 
ledical  and  health  technology  to  the 
srvice  of  skin  and  beauty  care. 

The  concept  of  graceful  aging— 
joking  and  feeling  one's  best  at  any 
ge — has  inspired  Shiseido  in  its 
)ERMATOLOGY  research.  In 
he  United  States,  where  customers 
I >ut  a  premium  on  health,  fitness, 
nd  a  youthful  appearance,  skincare 
iepresents  a  major  segment  of 
hhiseido's  sales  volume. 

To  bring  the  very  latest  SKINCARE 
|o  this  market  and  celebrate  its  30th 
Anniversary  of  operations  in  America, 
|>hiseido  has  introduced  "Shiseido 
iknefiance."  Offering  total  luxury  for 
he  skin,  the  line  is  the  result  of  years 
pi  dermatological  research.  Benefiance 
provides  the  ultimate  in  advanced 
>kincare  for  dry  and  maturing  skin. 


hiseido  maintains  close  relation- 
ships with  researchers  around  the 
world,  staying  well-informed 


about  the  latest  developments  in 
dermatology.  The  company  offers 
its  continued  support  to  research 
institutions,  such  as  the  prestigious 
MGH/  Harvard  Cutaneous  Biology 
Research  Center  and  other  study 
centers. 

As  the  dividing  line  between 

PHARMACEUTICALS  and 

cosmetics  grows  finer  each  year, 
Shiseido  has  diversified  its  R&D  goals 
to  include  research  in  colloid  and 
surface  chemistry,  life  sciences,  and 
other  areas.  This  involves  taking  a 
holistic  approach  to  factors  which 
affect  the  health  and  beauty  of  skin 
and  hair,  as  well  as  a  willingness  to 
extend  its  research  in  new  directions. 

Shiseido  has  applied  its  expertise 
in  scents  and  perfumes  to  exploring 
the  links  between  AROMACOLOGY 
and  human  behavior.  In  collaboration 
with  Mie  University,  Japan,  Shiseido 
is  testing  the  use  of  fragrances  in 
effective  treatment  of  insomnia  and 


Opened  in  1992,  Shisetdo's  second  research 
center  in  Japan  conducts  research  in  dermatology, 
skin  physiology,  and  pharmaceutical  products. 


Shiseido  R&D  utilizes  a 
"fragrance  analyzer"  to 
determine  the  precise 
composition  of  an  aroma. 


Shiseido  Cosmetics  (America)  Ltd. 
started  its  operations  in  7965, 
introducing  "Zen"  perfume  to  the 
U.S.  market. 


depression,  maintenance  of  a  healthy 
immune  system,  enhancement  of  the 
work  environment,  and  overall  stress 
reduction. 

This  joint  research  reveals  the 
medical  potential  of  aromacology. 
It  also  reflects  Shiseido's  belief  that 
physical  and  mental  WELLBEING 
are  inseparable  from  beauty  culture. 


A 


s  is  true  of  virtually  all  Shiseido 
R&D  efforts,  the  company 
emphasizes  in-depth  research  that 
yields  long-term  rewards,  rather  than 
seeking  immediate  applications.  This 
gives  Shiseido  the  freedom  to  pursue 
the  best  solutions  to  beauty  and 
skincare  needs. 

Shiseido  believes  that  the  corpo- 
rate TRADITION  of  R&D  is  the  key 
to  future  growth.  President  and  Chief 
Executive  Officer  Yoshiharu  Fukuhara 
states: 

"While  our  image  is  based  on 
beauty,  Shiseido  products  have  always 
been  backed  by  solid  SCIENCE. 
For  over  a  hundred  years,  science  has 
given  us  our  distinctive  edge,  our 
credibility,  our  customer  loyalty. 

"As  the  marketplace  becomes  more 
crowded  and  customers  harder  to  impress, 
our  dedication  to  scientific  research 
is  one  of  our  most  valuable  assets." 


For  more  information  about  Shiseido  and  our 

products,  please  see  our  home  page; 

http:  //  www.shiseido.co.jp/ 

Or  contact  our  Public  Relations  Dept., 

Shiseido  Co.  Ltd.,  Tokyo.  Fax:  81-3-3572-6973 


Visa®  Sizzling  Super  Bowl* 
Sweepstakes  Official  Rules 

1.  No  purchase  or  obligation  necessary  to  enter 
or  claim  prize.  \  W  is  cardholder  In  good  standing  as  of 

9/30/96  automatically  receives  one  entry  into  the  sweep- 
stakes for  each  purchase  he  or  she  makes  with  his/her  Visa 
card  between  October  IS,  1996,  and  December  21, 1996  at 
any  Ruth's  Chris  Steak  House  in  the  United  Suites  (exclud- 
ing Puerto  Rico).  Only  purchases  (a)  made  with  a  Visa  card 
issued  in  the  United  States  by  a  participating  financial  insti 
tution  and  (b)  processed  through  Visa  U.S.A  Inc.'s  transac- 
tion processing  system  are  eligible  Eligible  purchases  will 
be  identified  and  selected  through  Visa  U.S.A.  Inc.'s  transac- 
tion processing  system  and  automatically  entered  into  the 
random  drawing.  [nterlink®-processed  transactions  are 
excluded  from  entry. 

Alternate  Entry:  To  enter  without  making  a  purchase, 
hand  print  your  name,  address,  city,  state,  zip,  day  and 
evening  phone  numbers,  and  the  words  "Super  Bowl  XXXI" 
on  a  3"  x  5"  card  and  mail  to:  Visa/Ruth's  Chris  Super 
Howl  Sweepstakes,  P.O.  Box  3134,  Elgin,  II- 
60121-31.34.  Entries  must  be  postmarked  by  December  21, 
1996,  and  received  by  December  31, 1996.  Limit  one  entry 
per  stamped  envelope.  Each  entry  must  be  mailed  separate- 
ly; no  mechanical  reproductions  permitted. 
Visa  U.S.A.  Inc.  and  Ruth's  Chris  Steak  House  are  not 
responsible  for  lost,  late,  misdirected,  damaged,  incomplete, 
illegible,  or  postage-due  entries  or  mail,  or  for  transactions 
that  are  processed  late  or  incorrectly  or  lost  due  to  computer 
or  electronic  malfunction.  Entries  become  the  property  of 
Visa  U.S.A.  Inc.  and  will  not  be  returned. 

2.  How  to  Win:  On  January  4, 1997,  a  random  drawing 
from  all  transaction  entries  and  mail-in  entries  will  be  con- 
ducted by  Visa  U.S.A.  Inc.,  whose  decisions  are  final.  Odds  of 
winning  will  be  determined  by  the  total  number  of  eligible 
entries  received.  The  prize  will  be  awarded. 

3.  Prize:  One  (1)  Grand  Prize  of  a  trip  for  two  to  Super 
Bowl  XXXI  in  New  Orleans,  LA  from  January  23  to  January 
27, 1997.  Winner  must  travel  on  dates  designated  by  spon- 
sor, or  prize  will  be  forfeited  and  awarded  to  an  alternate 
winner.  Trip  consists  of  round-trip,  economy-class  air  travel 
for  two  from  major  airport  nearest  winner's  residence:  5 
days/4  nights  double-occupancy  hotel  accommodations; 
ground  transfers  between  airport/hotel,  hotel/game;  two 
tickets  to  Super  Bowl  XXXI;  $500  cash  that  winner  may  use 
towards  daily  meals  and  additional  ground  transportation; 
and  $360  cash  that  winner  may  use  towards  taxes  on  prize; 
dinner  for  two  with  Ruth  Fertel  at  the  original  Ruth's  Chris 
Steak  House  in  New  Orleans.  Approximate  retail  value  of 
prize  is  $4,000.  No  substitution,  cash  equivalent,  or  transfer 
of  prize  permitted  except  at  the  sole  discretion  of  Visa  U.S.A. 
Inc.  Winner  is  responsible  for  payment  of  taxes  on  prize 
and  for  any  other  expenses  relating  to  die  use  of  the  prize 
not  specified. 

4.  Eligibility:  Sweepstakes  open  to  legal  U.S.  residents,  18 
years  of  age  or  older.  Employees  of  Visa  U.S.A.  Inc.,  Visa 
International  Service  Association,  their  Member  financial 
institutions,  Ruth's  Chris  Steak  House,  their  subsidiaries, 
affiliates,  prize  suppliers;  and  advertising  and  promotion 
agencies  of  Visa  U.S.A.  Inc.  and  Ruth's  Chris  Steak  House, 
including  FAC  Services  Group,  I..P.  and  Duke  Unlimited; 
and  the  immediate  families  (spouse  and  parents,  children, 
and  siblings  and  their  spouses)  and  individuals  living  in 
the  same  households  as  eacb  of  the  above  are  ineligible. 
Void  where  prohibited  or  restricted  by  law.  Sweepstakes  sub- 
ject to  all  applicable  federal,  state,  ;uid  local  laws  and  regu- 
lations. By  participating,  entrants  agree  to  the  official  niles 
and  accept  decisions  of  Visa  U.S.A  Inc.  as  final. 

5.  How  to  Claim  Prize:  Winner  will  be  notified  by 
phone  and  certified  mail  and  will  be  required  to  complete 
and  sign  an  Affidavit  of  Eligibility  and  Liability  Release 
;ind,  where  legal,  a  Publicity  Release,  which  must  be 
returned  within  7  days  after  prize  notification  or  prize  will 
be  forfeited  and  awarded  to  an  alternate  winner  Winner's 
guest  must  be  18  or  older,  unless  they  are  an  immediate 
family  member,  and  must  also  execute  a  Liability  Release 
and,  where  legal,  a  Publicity  Release  prior  to  the  issuance 
of  travel  documents. 

6.  Winner's  List:  For  die  name  of  the  winner,  send  a  self 
;iddressed,  stamped  envelope  to:  Rum's  Chris  Super  Bowl 
Sweepstakes/W.L.  P.O.  Box  31.36,  Elgin,  IL  60121-3136. 
Requests  must  be  received  by  February  4, 1997. 

7.  Sponsor:  Visa  U.S.A.  Inc.,  c/o  FAC  Services  Group,  501 
Industrial  Drive,  Bensenville,  II.  60106. 

See  Sweepstakes  ad  on  page  66. 


The  1991 
with  Tom 


glimpse  into  the  lives  of  the  couple 
who  shook  the  British  monarchy  and 
made  headlines  the  world  over  with 
their  love  affair.  A  lionizing,  elliptical 
history  by  Hugo  Vickers  glides  right 
over  several  of  the  Duke's  less  appeal- 
ing aspects,  such  as  his  sympathy  for 
Hitler.  Nevertheless,  he  con- 
tinues to  enthrall  even  to  this 
day  as  perhaps  this  century's 
most  visible  embodiment  of 
idle  wealth.  Edward,  who 
had  served  as  King  of  Eng- 
land nary  a  year  before  abdi- 
cating the  throne  in  1936  to 
spend  his  life  with  "the 
woman  I  love,"  the  Amer- 
ican divorcee  Wallis  Simp- 
son, always  seemed  to  prefer 
golfing  and  suntanning  to 
the  workaday  routine  of 
actual  rule  (he  later  would 
become  governor  of  the 
Bahamas  when  the  royal  family  could 
find  nothing  better  to  do  with  him). 
And  these  photos,  many  of  which 
were  taken  by  the  Duke  himself,  tell 
their  own  stories  of  lives  filled  with 
seemingly  endless  leisure — like  the 
one  on  page  94  of  this  article,  of  the 
Duke  and  Duchess  vacationing  with 
friends  on  Eleuthera  Island  in  741. 
Whatever  one's  feelings  about  Ed- 
ward, however,  this  is  a  gorgeously 
crafted  book,  evoking  an  elegance  that 
seems  to  have  escaped  the  current 
royal  tableaux.  Enjoy  the  splendid  pic- 
tures; take  the  accompanying  text  with 
more  than  a  pinch  of  salt. 

Here's  a  book  that  most  certainly 
would  have  graced  the  table  de  cafe  at 
the  Windsors'  Parisian  villa,  were  the 
Duke  and  Duchess  with  us  today: 
Diamonds,:  A  Century  Of  Spectacu- 
lar Jewels  (Abrams,  191  pages,  $50). 
You  might  need  sunglasses  to  make 
your  way  through  these  173  brilliant, 
shimmering  photos  featuring  the 
world's  most  prized  diamond-studded 
brooches,  rings,  earrings,  tiaras  and 
necklaces.  Of  course,  these  rocks  look 
their  best  around  the  neck  or  dangling 
from  the  earlobe  of  Sharon  Stone,  Liz 
Taylor  or  Cindy  Crawford — all  of 
whom  seem  only  too  happy  to  model 
the  wares  of  designers  like  Tiffany, 
Bulgari,  Cartier,  Harry  Winston  and 


Van  Cleef  &  Arpels.  Modern  primi 
tives  with  discriminating  tastes  will 
appreciate  how  diamonds  have  taken 
their  hallmark  fetish  upmarket,  e.g., 
the  cute  little  rock  adorning  super- 
model Christy  Turlington's  belly  but- 
ton (see  first  page  of  this  article) 


Ruger  Sporting  Women's  Clays  Team, 
Ruger  (seated),  son  of  William  Ruger. 

Interested  in  learning  about  the  al- 
lotropic  process  whereby  carbon  is 
baked  and  pressurized  over  time  to 
form  the  hard,  refractive  substance 
known  as  diamond?  Then  don't  look 
here — there's  barely  a  speck  of  science 
in  Diamonds,  but  there's  enough  ab- 
fab  glitter  packed  in  its  pages  to  bring 
out  the  Gabor  sister  in  each  of  us. 

A  kiss  on  the  hand  may  be  quite 
continental. .  .but  firearms  are  a  man's 
best  friend.  And  perhaps  no  one 
knows  this  better  than  William  Ruger, 
the  colorful  subject  of  Ruger  And  His 
Guns:  A  History  Of  The  Man,  The 
Company  And  Their  Firearms  (Simon 
6c  Schuster,  358  pages,  $65).  Nearly 
half  a  century  ago,  and  against  the  ad- 
vice of  friends  who  told  him  it 
couldn't  be  done,  a  brash  young 
Ruger  decided  to  take  on  the  "big 
four"  of  American  gun  manufactur- 
ing— Colt,  Winchester,  Smith  6c 
Wesson  and  Remington — by  setting 
up  his  own  tiny  shop.  Today,  14  mil- 
lion guns  later,  Ruger  has  earned  his 
entry  into  that  elite  club  of  gunmak- 
ers.  And  at  the  age  of  80  he's  still,  if 
you'll  pardon  the  expression,  a  pistol: 
testifying  before  Congress  about  gun 
regulation,  lecturing  on  public  safety 
and  taking  on  the  media  when  he 
finds  them  to  be  maligning  the  good 
name  of  responsible  gun  owners.  This 


hook,  with  text  by  the  noted  firearms 
listorian  R.L.  Wilson,  combines  a 
technologist's  love  of  detail  with  un- 
ipologetic  celebrations  of  gun  culture, 
such  as  the  photo  of  the  1991  Ruger 
Women's  Sporting  Clays  Team  (see 
)age  92  of  this  article) — all  smiles  be- 
fore they  head  out  to  blow  things  to 
bits.  Ruger  And  His  Guns  will  fascinate 
!gun  lovers,  but  also  serves  as  a  fitting 
tribute  to  an  American  entrepreneur 
Ivhose  vision  and  audacity  took  him 
from  obscurity  to  the  top  of  his  field. 

Guns  were  one  of  the  very  few 
things  that  Charles  Rennie  Mackin- 
tosh, the  turn-of-fhe-cenrury  Scottish 
architect  and  designer,  didn't  make. 
Everything  else,  from  flatware  to 
:hurches,  seemed  to  fall  within  his 
irea  of  expertise.  The  photograph  on 
ipage  89  of  this  article  illustrates  his 
amazing  versatility:  there  sits  one  of 
Mackintosh's  signature  ladderback 
ichairs,  flanked  by  a  pair  of  matching 
[Mackintosh  wardrobes,  in  a  Mack- 
lintosh-designed  bedroom  inside  a 
[Mackintosh-built  house.  Elsewhere 
lone  can  see  his  paintings,  which  go 


well  beyond  mere  architectural 
draughtsmanship  to  reveal  a  comfort- 
able familiarity  with  post-Impres- 
sionist and  Art  Nouveau  styles.  All  of 
it  can  be  discovered  in  Charles  Rennie 
Mackintosh  (Abbeville  Press,  383 
pages,  $60),  a  stunning  and  exhaustive 


Madonna,  we  had  prima  donna.  In 
the  1950s,  Maria  Callas  was  without  a 
doubt  the  world's  most  notorious 
prima  donna,  commanding  headlines, 
preening  for  the  paparazzi  and  alter- 
nately earning  the  devotion  and  jeers 
of  operagoers  worldwide  with  her  leg- 


Mark  Twain  defined  a  "classic"  as  "a  book  which  people 
praise  and  don't  read. "  Coffee-table  books  are  read  by  every- 
body who  sits  down  next  to  them — if  only  for  35  seconds. 


portrait  of  the  man  and  his  work. 
Accompanying  the  nearly  250  photos 
are  scholarly  texts  by  leading  art  his- 
torians on  the  many  facets  of  his  ca- 
reer, putting  Mackintosh's  consider- 
able achievements  into  historical  con- 
text and  exploring  his  technique,  his 
inspiration  and  his  legacy.  This  is 
much  more  than  a  coffee-table  book; 
it's  really  the  definitive  body  of  work 
on  a  major,  if  often  overlooked,  pro- 
ponent of  European  modernism. 

Before  modernism,  of  course,  we 
had  pre-modernism.  Ergo:  before 


endary  performances  and  tempera- 
mental episodes.  Callas:  Images  Of  A 
Legend  (Stewart,  Tabori  &c  Chang, 
261  pages,  $75)  chronicles  the  life  of 
the  "Greek  Fury,"  as  she  was  dubbed, 
in  more  than  165  remarkable  photos. 
Whether  she  was  walking  off  the 
stage  in  Rome  during  a  1958  perfor- 
mance (she  had  a  sore  throat),  annoy- 
ing her  husband  aboard  Aristotle 
Onassis'  yacht  in  1959  (she  was  hav- 
ing an  affair  with  its  owner,  their 
host)  or — as  seen  in  the  photo  on  the 
next  page — cursing  the  U.S.  marshal 


.T  MEAUDS  1LIIKE  A 


WHO'S  WHO  OF  BUSINESS, 


IF  YOU  WE1E  AJLUOWEID  TO  1EAP  IT, 


.  (t  c77ie  llt\d</or/ \~7tnoe/v>\  a// 0/ our^auests  receive  (o/iite  ^/ooe 
treatment.   Sfirom  ourbrioate  entrance  and  /o/>/)tj  to  oar  />eau(i/id/t/ 
appointed  eaxcuttoeauest rooms?,  i/i</ioi(/uu//</  decorated  .suites,  and 
leaendaru  impecca/de  seroiee./you  //u'//(/ee/  vera  mucA  at  home  and 
uet,  curiouslu/ ^/ar  from  it.   SFor  reservations*,  ea//j/oar jbro/essionat 
travel  a^enti  or  ea//  us  at  /-<ft?0-WALDORF 

,77/e  Waldoff&btoerai  1O0  Saat  SOtA  Street  .  Set//  '//orA.  .  \7/  10022 

A  member  ol 

The  Waldorf  Towers  is  a  registered  trademark  ot  Hitton  Hotels  Corp  ©1996  Hilton  Holels 


who  delivered  to  her  backstage  the  in- 
dictment accusing  her  of  cheating  her 
manager,  Callas  was  never  far  from 
the  cameras.  The  book's  introduction, 
by  Attila  Csampai,  isn't  overlong  even 
if  it  is  overwrought,  seriously  weighed 
down  by  purple  prose.  But  this  is  a 
coffee-table  book  for  voyeurs,  not 
readers.  See  for  yourself:  for  all  her 
outlandishness,  Madonna's  got  nothin' 
on  this  diva.  Callas  is  a  dazzling  crash 
course  in  pop  iconography. 

Icons  have  certainly  come  a  long 
way  since  the  Roman  Empire.  Mosaics 


given  that  few  paintings  survive  from 
the  period.  The  price  tag  may  seem 
steep  even  for  a  coffee-table  book,  but 
the  quality  of  the  reproductions  is  so 
high  and  the  volume  so  packed  with 
wonderful  pictures  that  Mosaics  Of 
Roman  Africa  almost  qualifies  as  its 
own  work  of  art. 

The  Romans  never  made  it  to  the 
American  West,  but  one  can  easily 
imagine  the  sepia-toned  photos  and 
lonely  violin  music  of  the  inevitable 
Ken  Burns  documentary  on  an  impe- 
rial invasion.  ("Dear  Mama:  At  half 


rated  pictorially  by  photos  that  capi 
ture  the  excitement  and  danger — as 
well  as  the  dirt  and  drudgery — of  the 
great  push  westward.  The  feeling  that 
the  West  contained  a  supply  of inex^ 
haustible  resources  informed  scenes 
like  the  one  pictured  on  the  first  page 
of  this  article:  the  taxidermy  office  ol 
the  Kansas  Pacific  railroad,  formed  to 
accommodate  passengers  who  liked  to 
"hunt"  idle  buffalo  from  their  train 
cars  and  keep  the  carcasses  as  tro- 
phies. Elsewhere  there  are  firsthand 
accounts  of  the  Gold  Rush,  cowboy 


Left:  Hell  hath  no  fury  like 
a  diva  indicted,  from  Callas. 
Above:  the  Duke  and 
Duchess  of  Windsor  (center) 
take  time  to  rest  between 
all  those  exhausting  dinner 
parties.  Right:  a  good 
hair  day  for  Medusa,  from 
Mosaics  Of  Roman  Africa. 


300  pages,  $95),  with  its  218  beautiful 
color  images  dating  from  the  era, 
evokes  a  time  when  icons  were  an  in- 
tegral part  of  everyday  life,  adorning 
the  tile  floors  of  provincial  aristocrats 
who  governed  North  Africa.  Images 
of  Neptune,  Venus,  Dionysus  and 
Medusa  (at  right) — as  well  as  quotid- 
ian scenes  of  farming,  hunting  and 
wrestling — conferred  prestige  upon 
the  colonial  home  owners  who  com- 
missioned the  mosaics.  These  colorful 
and  glorious  works,  most  of  which 
were  created  between  the  second  and 
sixth  centuries  in  the  area  now  known 
as  Tunisia,     c  especial  valuable 


past  eight  this  morning,  as  the  citizens 
of  Colorado  Springs  prepared  them- 
selves for  Sunday-go-to-meeting, 
11,000  Roman  troops  led  by  Avidius 
Cassius  raided  our  town  and  burned 
down  our  dry  goods  store,  on  the  mis- 
taken impression  that  they  had 
reached  the  capital  of  Syria.")  If  you 
missed  the  PBS  documentary  series 
"The  West"  by  Burns  and  his  col- 
league Stephen  Ives,  then  by  all 
means  pick  up  a  copy  of  The  West:  An 
Illustrated  History  (Little,  Brown,  446 
pages,  $60).  Written  by  Geoffrey  C. 
Ward,  who  co-wrote  the  film's  script, 
The  West  is  a  comprehensive  tour  of 
an  epoch.  His  balanced  history  is  nar- 


life  and  the  bloody  history  between 
Indians  and  settlers.  This  unroman- 
ticized  look  at  our  date  with  manifest 
destiny  is  a  fascinating  volume. 

Mark  Twain  once  defined  a  "clas- 
sic" as  "a  book  which  people  praise 
and  don't  read."  By  contrast,  coffee- 
table  books  are  read  bv  everybody  who 
sits  down  next  to  them — if  only  for  an 
avefage  of  35  seconds  or  so.  But  that's 
more  than  enough  time  for  guests  to 
absorb  kev  information  about  the  per- 
son who  owns  them.  Stick  to  the 
books  in  our  list,  and  purchasing  for 
oneself  or  others  ought  to  be  a  breeze. 
Stray  from  it,  though,  and  you're  on 
your  own.  Cojfee-at  emptor.  • 
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Modern  City- State  WiTk  an  Asian  Soul 


by  Michael  BociurJdw 


In  an  exclusive 
interview  conducted 
in  September,  Senior 
Minister  and  former 
Prime  Minister  Lee 
Kuan  Yew  shares 
his  thoughts  on  the 
tourism  industry 
and  the  Repub/ic's 
ties  with  the 
United  States. 


Would  you  care  to  share  your  views 
the  development  of  Singapore's 
Dunsm  sector?  Which  aspects  or  assets 
lo  you  feel  need  to  be  emphasized? 
,KY:  We  are  now  a  more  developed 
Durist  destination.  The  early  attractions  of 
ie  exotic  East  are  passe.  However;  we 
till  get  people  coming  back  to  visit  what 
i  essence  is  a-  modern  Asian  society  that 
ias  been  able  to  retain  its  intrinsic  charm 
ven  as  it  embraces  the  future. 

We  have  moved  into  little  niche  areas 
ke  the  convention  business,  exhibitions 
nd,  most  promising  of  all,  joining  our 
ourist  packages  with  those  of  our  neigh- 
>ors.  Our  main  asset  is  our  geographic 
pcation  —  central  to  the  region  —  and 
bur  extensive  airline  networks.  We  get 
prge  numbers  of  tourists  —  more  than 
,even  million,  twice  the  population  of 
pingapore. 

Our  neighbors,  like  Indonesia,  are  keen 
p  tap  that  market.  So  we  are  twinning 
Wh  Indonesian  destinations.  That  helps 
!o  draw  in  more  people  to  the  whole 
\SEAN  region. 

3:  And  the  idea  would  be  that  travelers 
:ome  here  and  use  Singapore  as  a  kind 
sfhub? 

LKY:  Yes.  After  Singapore,  you  go  off 
:o  Indonesia  or  Malaysia,  and  either  fly 
sack  home  from  there,  or  come  back  to 
Singapore  and  pick  up  your  shopping  bag 
ind  you're  off. 

Q:  There  have  been  some  reports  in 
:he  press  about  the  retail  sector  and 
:he  rising  prices  here,  which  have  been 


caused  mostly  by  the  strengthening 
currency.  Is  this  a  big  concern? 
LKY:  Our  position  as  a  shopping  par- 
adise has  eroded  somewhat  because  we 
no  longer  have  low  rentals  and  low  labor 
costs.  Nevertheless,  for  providing  a  total 
shopping  experience,  including  the  range 
and  quality  of  goods,  we  are  still  hard  to 
beat.  Unfortunately,  rents  have  gone  up 
with  the  quality  of  the  buildings  that 
house  these  shops.  Wages  have  gone  up 
also.  So  it  is  now  a  highly  competitive 
business  against  low  cost  centers. 

We  may  find  a  niche  for  ourselves  in 
high-quality  goods.  So  shops  like  Tiffany's 
have  opened.  It  will  take  some  time 
before  we  fully  develop  this  kind  of  a 
niche  market. 

Q:   And  how  about  such  things  as 
hotel  costs? 

LKY:  Well,  that's  still  reasonable 
compared  to  Hong  Kong  or  Tokyo.  Of 
course,  the  Singapore  Dollar  is  high  and  it 
will  stay  so  because  our  inflation  rate  is 
lower  than  that  of  our  neighbors  and  of 
the  U.S.  So  it  is  a  constant  battle  to  keep 
costs  down. 

Q:    Many  people  here  say  one  of  the 
unique  features  of  Singapore  is  its  multi- 
racial and  multi-ethnic  make-up.  Do  you 
expect  this  unique  feature  to  remain  for 
quite  some  time,  or  can  one  expect  the 
different  groups  to  blend  in? 
LKY:  It's  a  dynamic  process.  The 
different  ethnic  communities  will  remain 
different.  The  Chinese  will  remain 
Chinese.  The  Malays  —  particularly 
because  of  Islam  —  will  remain  very 
Malay.  The  Indians  will  remain  Hindu. 

There  will  be  a  homogenization  in 
their  language,  because  they  are  all  now 
using  English  as  the  lingua-franca,  although 
in  school  they  will  learn  their  mother 
tongue. 

But  culture  takes  a  longer  time  to 
change.  You  can  change  your  language 
habits  over  time,  but  your  thought  habits 
and  your  behavior  patterns,  the  rituals 
that  you  observe,  the  food  that  you  eat 


or  prefer  your  traditional  dress  styles  or 
building  styles  —  they  are  subtle 
differences  that  will  not  change.  Unless 
there  is  a  policy  to  fuse  them,  or  merge 
them.  And  the  policy  is  to  leave  every- 
body alone.  If  you  wish  to  remain  what 
you  are  —  provided  you  can  work 
together  in  a  factory  or  office  —  then 
good  luck  to  you. 

From  the  tourists'  viewpoint,  it  will 
become  even  more  interesting  that  you 
can  see  Chinese,  Indians,  Malays,  Arabs, 
Eurasians,  now  all  conversant  in  Chinese. 
On  the  other  hand,  more  Caucasians  are 
married  to  Singapore  boys  or  girls  — 
living  together  In  fact,  when  they  go  back 
home,  and  if  you  visit  their  homes,  you 
find  that  there's  a  definite  difference  in 
family  structure,  a  different  family  format 
that  will  make  it  more  interesting. 

But  also,  for  reasons  not  of  tourism, 
but  for  reasons  of  history,  giving  our 
people  a  set  of  reference  points  of  the 
past,  they  are  keeping  in  good  repair 
refurbishing  and  renovating  old  colonial 
buildings  and  old  Chinese  buildings, 
Chinese  temples,  Indian  temples,  Malay 
mosques,  Malay  villages  —  or  at  least  an 
idealized  version  of  a  Malay  village. 

Q:    May  I  ask  about  your  own  personal 
favorite  tourist  attraction  here  in 
Singapore?  Where  do  you  like  to  take 
your  guests? 

LKY:  I  think  for  the  older  ones,  the 
unusual  attraction  would  be  our  night 
safari  —  the  zoo  —  which  is  specially  lit 
for  viewing  of  animals  when  they  are 
feeding  at  night  in  an  open  atmosphere. 

We  have  many  unusual  attractions,  like 
our  bird  park,  open  zoo. They  are  not  to 
be  seen  in  other  parts  of  the  world.  I 
think  the  biggest  attraction  of  all  is  our 
hawker  center  —  where  you  find  the 
working  class,  the  middle  class  and  upper 
class  all  sitting  cheek  by  jowl  with  tourists 
—  eating  first-class  food  at  hawker  prices. 
There  is  an  immense  variety  of  them. 
And  in  pleasant  conditions.  It  is  these 
little  areas  where  I  think  we  have  a 
certain  value-added  to  offer. 


Singapore:  Modern 
pity-  State  With 
4N  Asian 
Soul 
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nere  are  many  reasons  to  visit  Singapore, 
lis  is  where  the  old  converges  with  the 
2w,  where  East  meets  West. 

Clean,  safe,  convenient  and  with  all 
e  creature  comforts  of  any  North 
merican  city,  Singapore  is  often 
escribed  by  frequent  visitors  as  the  most 
ser-fnendly  city  in  the  region.  Vibrant 
nd  modern,  it  has  not  lost  its  Confucian 
duI  or  its  Asian  warmth  and  hospitality 
Singapore  is  a  hassle-free  place  to 
xplore  Asia,"  says  Tan  Chin  Nam,  Chief 
xecutive  of  the  Singapore  Tourist 
romotion  Board  (STPB).  "If  you  want 
3  enjoy  a  place  it  is  a  plus  if  it  is  easy 
d  explore." 

Indeed,  Singapore  as  a  tourist  attrac- 
on  and  tourism  hub  has  come  a  long 
/ay  from  the  tune  it  was  discovered  in 
ie  Nth  century  and  named  Singapura. 
fforts  are  well  under  way  to  improve  its 
Durism  assets,  the  latest  of  which  is  the 
reation  of  a  series  of  thematic  areas 
round  the  city-state  in  order  to  show- 
ase  its  rich  cultural  diversity  and  wide 
rray  of  attractions. 

The  long-range  goal  is  to  have 
ingapore  be  to  tourism  what  New  York, 
bkyo  and  London  are  to  finance,  and 
ans  and  Milan  are  to  fashion.  By  the 
ear  2000,  Singapore  is  expected  to 
2ceive  1 0  million  visitors  per  year  and 
nnual  tourism  receipts  of  S$  1 6  billion. 

\.  Must- Sec  Asian 
Vttraction 

already,  holiday-makers  and  business 
■avelers  alike  regard  Singapore  as  a  must- 
ee,  premier  destination.  Come  to  this 
ompact  city-state  and  be  spoiled: 
*vmong  the  more  than  80  hotels  are 
ome  of  the  world's  finest,  including  the 
enerable  Raffles  Hotel  —  a  tourist 
ttraction  in  its  own  right  —  and  the 
vorld's  tallest  hotel,  the  Westin  Stamford. 

Add  to  all  this  cheap  and  efficient 
ransportation,  no  traffic  jams,  friendly 
people  and  widely  spoken  English,  and  it 
5  little  wonder  that  the  STPB  recently 


decided  to  adopt  the  following  slogan  for 
Singapore:  "New  Asia-Singapore:  So  Easy 
to  Enjoy,  So  Hard  to  Forget."  Says  Tan: 
"When  business  people  and  tourists 
come  to  Asia,  they  want  to  have  the 
exoticism  of  the  Far  East,  and  at  the  same 
time,  if  we  can  also  offer  them  a  very 
comfortable  environment,  then  for  them 
it  will  be  that  much  more  memorable." 

The  Doorway  to  the 
Exotic  East 

But  above  that,  as  many  visitors  are  dis- 
covering, Singapore  is  the  doorstep  of 
some  of  the  most  magnificent  getaways 
and  attractions  in  Southeast  Asia:  the 
sun-drenched  beaches  of  nearby  Malaysia 
and  Indonesia;  the  historic  cities  of 
Malacca  in  Malaysia  and  Yogyakarta  in 
Indonesia;  the  pristine  rain  forests  of  East 
Malaysia;  and  dozens  of  world-class  golf 
courses,  not  to  mention  the  eighteen 
1 8-hole  courses  in  Singapore  itself. 

If  you've  arrived  here  after  having 
flown  halfway  around  the  world  and  want 
to  get  away  from  it  all  without  the  hassle 
of  additional  travel,  less  than  half  an  hour's 
drive  from  the  airport  is  Sentosa  Island, 
the  city-state's  own  tropical  playground, 
offering  beaches,  a  stunning  array  of  flora 
and  fauna  and  historical  enclaves.  For 
five-star  accommodations  offering  views 
of  the  South  China  Sea  and  Straits  of 
Malacca,  visitors  can  choose  between  the 
stylish  Beaufort  Singapore  or  Shangri-La's 


Rasa  Sentosa  Resort  —  one  of  the  three 
properties  in  Singapore  run  by  the 
famous  Shangri-La  chain,  respectively. 

Still  a  Paradise  for 
Dining  and  Shopping 

Much  has  been  made  of  the  slump  in 
Singapore's  retail  industry,  which  had 
depended  heavily  on  tourists.  A  stronger 
currency,  rising  rents,  more  intense 
competition  from  neighboring  countries 
and  a  shortage  of  labor  have  all  con- 
tributed to  rising  prices.  However,  savvy 
shoppers  can  still  find  bargains,  and  top 
brands  such  as  Lanvin  and  Gucci  are  in 
ample  supply  in  specialty  shops  dotting 
the  city  center  There  is  even  a  branch  of 
the  venerable  British  department  store, 
Harrods,  in  central  Singapore. 

While  rising  prices  have  influenced 
some  travelers  to  shorten  their  stay 
in  Singapore,  others  find  it  a  bargain 
compared  to  Hong  Kong  and  Tokyo. 
Says  the  STPB'sTan:  "In  fact,  Singapore 
is  viewed  as  extremely  good  value  for 
the  money.  You  can  have  an  inexpensive 
meal,  which  is  still  very  good,  in  a  top 
restaurant." 

Airline  accommodation  packages  are 
convenient  ways  to  save  money:  A  room 
in  a  top-of-the-line  hotel  in  Singapore  can 
be  had  for  as  little  as  US$  1 50.  And  with 
many  new  hotels  opening  their  doors, 
special  room  rates  are  available  in  the 
US$  1 00  range. 
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SuNtEC  City:  Singapore's 
Newest  Commercial  and 
Tourist  Hub 


Buzzing  with  tourists,  shoppers  and  office  workers  and  a  multi- 
national workforce,  there  are  few  places  in  Singapore  that  can 
match  the  hustle  and  bustle  of  one  of  the  newest  tourist 
attractions,  Suntec  City.  And  there  is  no  better  place  than  in 
this  futuristic  city  to  witness  the  new  Asia  that  Singapore  repre- 
sents; the  confidence,  creativity,  strong  work  ethic  and  entrepre- 
neurship  that  have  made  this  tiny  city-state  into  a  powerful 
economic  dynamo. 

In  operation  only  since  last  year;  and  still  growing  at  a  rapid 
speed,  this  self-contained  city  was  created  by  blending  concepts 
from  East  and  West.  Visitors  might  even  sense  the  harmony  and 
good  fortune  that  its  designers  hoped  to  instill  as  one  strolls  the 
tree-lined  boulevards  of  the  I  1 .7  hectare  development. 

Suntec  City  is  the  single  largest  privately  owned  commercial 
development  in  Singapore.  When  fully  completed  by  mid- 1 997, 
the  daily  office  worker  population  of  its  five  office  towers  is 
expected  to  exceed  30,000.  Viewed  from  the  air  Suntec  City's 
L-shaped  layout  resembles  the  human  hand,  with  the  convention 
center  being  the  wrist  and  the  shortest  office  tower  the  thumb, 
while  the  taller  four  towers  represent  the  fingers  and  the 
fountain  acts  as  the  palm  that  "cradles"  the  whole  development. 
Easily  visible  because  of  its  unique  multi-pyramid  space  frame 
roof  is  the  Singapore  International  Convention  and  Exhibition 
Centre  (SICEC).  Also  know  as  the  Singapore  Suntec  Centre,  it 
has  become  a  magnet  for  world-class  events.  Rarely  does  a  day 
go  by  when  workers  are  not  setting  up  facilities  for  yet  another 
event  in  the  1 2,000-square-meter  column-free  Convention  Hall, 
1 2,000-square-meter  Exhibition  Hall,  multi-purpose  Ballroom, 
Auditorium  or  in  one  of  the  26  meeting  rooms.  To  date,  the 
Centre  has  accommodated  events  ranging  from  a  theme  park 
conference  and  Chinese  photography  exhibition  to  a  pop  music 
concert  and  Asia's  premier  travel  mart.  In  1999,  Rotary 
International,  one  of  the  world's  largest  conventions,  will  be 
staged  at  the  Centre,  and  some  35,000  participants  are 
expected.  Come  December  9- 1 3  this  year  the  facility  will  be 
the  venue  for  the  inaugural  Ministerial  Conference  of  the  World 
Trade  Organization,  which  will  attract  some  4,000  delegates, 
including  heads  of  state  from  more  than  1 50  countries. 

With  the  myriad  world-class  facilities  available  within  Suntec 
City,  the  1 00,000-square-meter  SICEC  is  able  to  draw  top- 
notch  events.  This  is  a  one-stop  exhibition  destination,  says  the 
Convention  Centre's  Managing  Director  Klaus  Jurgen  Scholz. 
Another  advantage  that  SICEC  has  over  other  convention 
centers  in  the  region  is  that  is  packed  with  the  latest  state-of- 
the-art  equipment,  including  a  S$8.2  million  telescopic  seating 
system,  the  largest  of  its  kind  in  the  world.  Scholz  adds  that 
with  Singapore  being  home  to  a  well-developed  base  of 
exhibit  and  support  services  companies,  most  requirements 
for  meetings,  conventions  and  exhibitions  can  easily  be  met. 
Most  measure  up  to  international  standards,  he  says. 

Architecturally,  Suntec  City  is  unique  in  its  design  structure 
and  philosophy.  From  a  distance,  especially  at  night,  the 
45-story  office  towers  appear  as  an  attractive  addition  to 
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SUNTEC  CITY,  BUSINESS  CAPITAL  OF  ASIA 


ingapore's  modem  skyline,  with  their  sea-foam  green  facades 
id  granite  paving.  Materials  from  around  the  world,  which 
wacterize  the  development,  were  sourced  and  meticulously 
sed  to  create  Suntec  City's  internal  and  external  beauty. 
Vorld-standard  art  forms  from  paintings  to  sculptures  adorn 
id  enhance  the  development. 

But  Suntec  City  is  more  than  a  collection  of  office  towers  and 
Dnvention  and  exhibition  space.  Its  retail  component,  Suntec 
fty  Mall,  offers  over  78,000  square  meters  of  retail  shops,  enter- 
linment  facilities  and  eateries  that  meet  the  needs  of  not  just  the 
ffice  and  convention  population,  but  also  visitors  to  the  complex. 

Many  first-time  visitors  are  awestruck  by  the  Fountain  Terrace, 
'hich  boasts  Asia's  largest  fountain  and  was  specially  designed  for 
'ater  to  flow  inward  to  the  center  of  the  bronze  ring.  Described 
;  one  of  the  most  spectacular  water  features  in  the  region,  the 
lusual  water  flow  is  said  to  retain  prosperity,  rather  than  drain  it 
/vay,  and  bring  wealth  to  Suntec  City's  occupants  and  visitors. 

Out-of-town  visitors  and  locals  flock  to  the  Fountain  Terrace 
ist  to  savor  food  from  the  wide  range  of  outlets  surrounding 
ie  base  of  the  fountain,  where  menus  span  simple  local  dishes, 
licy  ribs  and  Japanese  sushi.  More  than  1 50  shops  that  serve  to 
;affirm  Singapore  as  a  shopping  haven  line  the  L-shaped  three- 
vel  shopping  and  entertainment  mall.  Coming  in  mid- 1 997  is 


the  nine-level  Entertainment  Centre,  which  will  house  a  hyper- 
market, discotheques,  cmeplexes  and  more  specialty  shops. 

Clearly  it  was  no  small  effort  to  create  this  mega-city.  It  took 
the  collective  financing  and  know-how  of  a  powerful  and  influen- 
tial group  of  tycoons,  all  from  Hong  Kong,  to  launch  the  S$2.3  bil- 
lion project.  Collectively,  these  shareholders  symbolize  the  emer- 
gence of  Asia  as  a  powerful  economic  force  and  as  a  center  for 
entrepreneurship.  Describing  the  vision  of  Suntec  City,  Chairman 
Tan  Sri  FrankTsao  said,  "It  will  open  new  dimensions  in  totally 
integrated  convention,  exhibition  and  commercial  facilities  and  ser- 
vices to  meet  the  diverse  needs  of  office  tenants,  convention  par- 
ticipants, exhibitors,  shoppers  and  visitors  all  under  one  roof" 

One  of  the  beauties  of  planning  an  outing  to  Suntec  City  is 
that  it  is  within  easy  access  of  all  major  forms  of  transport  and 
can  accommodate  up  to  3,200  vehicles  in  its  basement  car  parks. 
It  is  also  within  reach  of  most  major  hotels  in  the  Marina  Centre 
vicinity.  Some  6,000  rooms  are  all  within  a  stone's  throw  from 
Suntec  City,  including  the  venerable  Raffles  Hotel  and  the  world's 
tallest  hotel.The  Westin  Stamford. 

Both  day  and  night,  Suntec  City  is  teeming  with  office  workers, 
convention  delegates  and  shoppers.  It  is  and  will  continue  to  be 
the  focal  point  for  business  leisure  and  entertainment,  paying  a  fit- 
ting tribute  to  the  Republic's  accession  to  a  fully  developed  status. 
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Cruise: 


A  Touck  of  tJie  Orient 


Imagine  one  of  the  world's  grandest 
five-star  hotels  afloat  on  the  high  seas. 
Envision  being  transported  in  it  to  some 
of  the  most  exotic  ports  of  call  in  tropical 
Southeast  Asia:  Penang,  Langkawi,  Phuket 
and  Vietnam.  Add  to  this  suites  fit  for  the 
most  discerning  sheiks  and  tycoons,  Beluga 
caviar  and  Peking  Duck,  a  multilingual  crew 
at  your  beck  and  call  and  strolling  beneath 
the  stars  at  night,  and  you  have  the 
ultimate  cruise  experience  developed  by 
Star  Cruise,  which  was  incorporated  in 
Singapore  in  1993. 

Aside  from  exquisite  food  and  first- 
class  surroundings,  what  sets  cruises 
on  Star  Cruise's  MegaStar  Aries  and 
Megastar Taurus  apart  from  others  is 
that  guests  barely  outnumber  staff.  Each 
ship  has  only  about  70  passengers,  but 
enough  staff  to  attend  to  even  the  most 
demanding  traveler. 

But  make  no  mistake  about  it.  Star 
Cruise  voyages  are  not  simply  limited  to 
the  rich  and  famous.  As  one  of  the 
world's  fastest-growing  cruise  lines  and 
the  largest  in  Asia,  it  now  boasts  a  wide 
array  of  ships  and  three  different  types  of 
all-inclusive  cruise  packages  to  meet  most 
tastes,  budgets  and  itineraries.  What  is 
more,  the  number  of  ports  of  call  is 
increasing.  Travelers  from  the  United 
States  can  easily  catch  a  Star  Cruise  jour- 
ney from  any  of  10  Asian  ports,  including 
Hong  Kong,  Phuket,  Singapore,  several 
locations  in  Malaysia  and,  most  recently, 
Sriracha  on  the  Gulf  ofThailand. 

The  Star  Cruise 
eet  has  grown  to 
six  ships,  and  in 
1 998,  as  the  com- 
pany enters  a  new 
phase  of  growth, 
two  world-class 
cruise  ships  will  be 
added:  the 
SuperStar  Leo  and 
the  SuperStar  Virgo. 
Together;  the  75,000-ton,  German-built 
ships  represent  an  investment  of  US$700 
million.  Larger  than  most  cruise  ships  in 
operation  elsewhere  in  the  world,  the 
SuperStar  ships  will  each  have  1 ,000  cab- 
ins, a  six-story  glass-top  atrium  with  glass 
elevators,  a  1 ,000-seat  showroom,  two 
swimming  pools  with  four  Jacuzzis  and  a 


EDDY  LEE,  PRESIDENT 
AND  CHIEF  EXECUTIVE 
OF  STAR  CRUISE 


SUPERSTAR  GEMINI 

spa  and  a  fitness  center 

Part  of  the  secret  behind  Star  Cruise's 
incredible  growth  was  that  it  decided  to 
incorporate  local  touches  in  its  ships. 
Thus,  value-for-money  and  extensive 
itineraries  and  facilities  that  cater  to 
families  are  standard  features  aboard  its 
fleet  of  six  ships.  The  SuperStar  itinerary 
of  seven  nights  will  include  ports  of  call 
in  Malaysia,  Singapore, Thailand,  Indonesia, 
Burma  and  India's  Andaman  Islands. 
Sailing  in  and  out  of  Asian  ports  requires 
Star  Cruise  to  carefully  tailor  its  product. 
For  example,  all  ships  have  karaoke 
rooms  and  mahjongg  tables,  and  menus 
feature  only  the  freshest  ingredients.  In 
Asia,  where  people  like  to  eat  on  the  go, 
Star  Cruise  has  ensured  that  grabbing  a 
quick  meal  is  a  cinch.  "A  big  difference  is 
how  we  provide  our  meals,"  says  Eddy 
Lee,  president  and  chief  executive  of  Star 
Cruise,  during  a  rare  break  on  one  of 
his  ships. 

For'  parents  seeking  respite,  Star 
Cruise  ships  are  all  equipped  with  profes- 
sionally run  child-care  centers  —  which 
are  so  popular  among  young  passengers 
that  parents  will  find  it  easy  to  leave  their 


children  behind  for  hours.  The  centers 
are  more  than  mere  indoor  playground: 
—  staff  are  on  hand  to  teach  special  ski 
and  screen  movies.  "With  this  type  of 
facility  a  young  couple  with  children  can 
have  a  fantastic  getaway  for  a  weekend,' 
says  Lee.  Huge  video  arcades  on  the 
ships  have  been  known  to  satisfy  even 
the  most  discerning  and  precocious  chil 
"We  have  a  program  specially  structure 
for  kids.  Our  philosophy  is  to  let  them 
have  a  great  party  on  board." 

Lee  and  his  staff  have  been  responsi- 
ble for  helping  to  popularize  the  cruise 
ship  business  in  Asia  by  introducing 
affordable  packages  and  trips  that  draw 
both  young  and  old.  "The  old  images  o 
cruising  don't  apply  here,"  says  Lee.  Sta 
Cruise  voyages  are  tailored  not  only  for 
local  tastes,  but  for  foreign  ones  as  well. 
The  design  of  the  ships  is  sure  to  be 
familiar  to  North  American  travelers,  an 
the  service  and  facilities  are  of  a  high 
international  standard.  Incredibly,  staff 
members  come  from  25  different  coun- 
tries  and  speak  many  languages.  Having 
established  Star  Cruise  as  the  premier 
cruise  ship  company  in  many  Southeast1 
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THE  SUPERSTAR  GEMINI 
PROVIDES  PASSENGERS  WITH 
PLENTY  OF  ROOM  TO  ENJOY 
THE  REFRESHING  SEA 
BREEZES  AND  TROPICAL  SUN. 


^sian  markets,  one 
/vould  expect  Lee  to 
:ake  it  easy.  Hardly. 
He  is  already  drafting 
Dlans  to  acquire  more 
/essels  that  can 
jndertake  long-haul 
Dr  around-the-world 
ourneys. 

And  launched  in 
ate  September  was 
/et  another  exotic 
uort  of  call:  Phu  Quoc 
—  an  exotic  island 
3ff  the  Vietnam  coast, 
.which  Lee  describes 
is  secluded  and  with 
;ome  of  the  best  sand 
reaches  in  Southeast 
*\sia.  "Phu  Quoc  is 
what  Phuket  in 
Thailand  was  like  20 
^ears  ago  —  cut  off 
from  everything!" 


Sentosa:  Singapore's 
Island  Playground  in 
TkE  Sun 


ADVERTISEMENT 


Not  many  cities  can  boast  having  their 
very  own  idyllic  holiday  resort  right 
on  their  doorstep.  For  many  years, 
Singapore's  Sentosa  Island  has 
welcomed  locals  and  visitors  alike  to  its 
shores,  providing  them  with  a  tranquil 
playground  of  lush  tropical  vegetation, 
powdery  beaches  overlooking  the 
South  China  Sea,  an  1 8-hole  golf 
course,  leisure  attractions,  historical 
buildings  and  displays  —  and  soon,  a 
new  marina  and  waterfront  housing 
estate.  With  the  endless  selection  of 
things  to  see  and  do,  it  is  little  wonder 
Sentosa  has  won  many  tourism  awards 
and  become  the  Republic's  number  one 
tourist  attraction,  luring  some  4. 1  million 
visitors  in  1995.  Getting  to  Sentosa  is 
easy:  by  bus,  car,  ferry,  bicycle,  on  foot 
and  even  by  cable  car. 

"Our  mam  asset  is  our  flora  and 
fauna,"  says  Sentosa  Development  Corp. 
Chairman  Alan  Choe,  straining  to  make 
himself  heard  above  the  din  of  the 
tropical  birds  chirping  outside.  "We  plan 
to  preserve  this  tranquil  setting." 

Last  year;  Sentosa's  immensely  popular 
Underwater  World  — Asia's  first  and 
largest  fish  oceanarium  —  attracted  the 
most  visitors.  Choe  says  the  staff  makes 
sure  the  tanks  are  constantly  replenished 
with  new  marine  life  to  add  even  more 
novelty  to  the  existing  stock  of  more 
than  5,000  tropical  fish,  eels,  sharks  and 
other  marine  animals. 

New  attractions  are  added  every  year 
the  latest  being  the  37-meter-high,  glass 
reinforced  concrete  Merlion,  the  official 
tourism  symbol  of  Singapore.  This  icon 
has  the  head  of  a  lion  and  the  body  of  a 
fish  and  will  now  become  the  focal  point 
of  the  island,  not  to  mention  a  unparal- 
leled vantage  point  for  taking  in  breath- 
taking, 360-degree  panoramic  views  of 
the  city  skyline  and  nearby  islands. 
For  conservation  and  historical  value, 
Choe  and  his  team  have  embarked  on 
upgrading  and  preserving  many  of  the 
pre-war  buildings  that  dot  the  island. 
One  has  even  been  converted  into  a 
hotel,  meaning  that  the  island  will  have  a 
wide  range  of  accommodation  choices 
—  from  rustic  to  five-star 


Soon,  Sentosa  will  add  another  facet 
to  its  already  vast  array  of  attractions. 
When  the  spectacular  Sentosa  Cove 
marina  is  completed,  yachts  and  pleasure 
boats  from  Singapore  and  around  the 
region  will  be  able  to  anchor  at  what  wi 
eventually  become  one  of  the  largest  and 
most  sophisticated  marinas  in  the  region. 

This  idyllic  I  1 6-hectare  spot  at  the  tip 
of  Sentosa  will  also  have  quaint  shops  and 
restaurants  —  linked  by  a  250-meter 
timber  boardwalk  —  as  well  as  a  marina 
hotel  and  Singapore's  first  waterfront 
housing  estate.  Specially  constructed  locks 
will  ensure  that  water  levels  are  properly 
maintained,  even  during  low  tide. 

The  timing  of  the  marina  couldn't  be 
better  As  affluence  spreads  throughout 
the  region  and  the  appetite  for  travel  and 
leisure  activity  grows,  more  people  are 
acquiring  yachts  and  pleasure  boats. 
Sentosa  Cove  will  be  large  enough  to 
accommodate  in  sheltered  waters  up  to 
300  boats,  including  10  mega-yachts. 
Strategically  located  amid  some  of  Asia's 
most  popular  getaways,  Sentosa  Cove  will 
make  Singapore  an  attractive  port  of  call 
for  many  yacht  owners  in  the  region. 

"The  sailing  community  has  given  the 
marina  location  and  its  proposed  state-of- 
the-art  amenities  a  thumbs-up  sign,"  says 
Choe.  "This  will  become  a  playground  for 
people  who  sail." 

Choe  predicts  the  cove  will  open  up 
Singapore's  tourism  industry  even  further; 
as  visitors  will  now  have  the  choice  of 


sailing  here,  leaving  their  boat  and  then 
flying  back  home. 

The  waterfront  estate  promises  to 
generate  immense  interest,  with  eye- 
catching, detached  homes,  good  security 
and  innovative  landscaping.  Residents  w 
be  able  to  commute  to  the  city  center  i 
under  1 0  minutes.  Says  the  enthusiastic 
Choe:  "Sentosa  Cove  will  give  a  com- 
pletely new  dimension  to  Sentosa  and 
reinforce  her  position  as  a  major  tourist 
attraction  in  Singapore  and  the  region." 
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Baffles  :  ~fhE  Grand  Old 
Dame  of  Singapore 


lodern  city  that  it  is,  Singapore  has  still 
etamed  many  of  the  prime  monuments 
rom  its  colonial  past  —  including  the 
[•enerable  Raffles  Hotel,  which  dates  back 
|o  1 887  and  today  ranks  as  one  of  the  few 
emaimng  great  nineteenth  century  hotels 
g  the  region.  Few  other  hotels  in  the 
vorld  can  spoil  guests  or  create  so  many 
pecial  memories  as  well  as  this  legendary 
ymbol  of  the  exotic  East. 

General  Manager  Jennie  Chua  says 
ems  with  the  hotel  name  are  so  popular 
lat  a  special  gift  store  was  opened  on 
le  premises,  featuring  a  whole  series 
f  new  products  tourists  will  find  to  be 
uperb  souvenirs  of  Singapore.  The 
puamt  shop  is  just  one  of  70  shops  in 
le  Raffles  Hotel  Arcade. 


Raffles7  grandeur 
and  appeal  were 
enhanced  even 
further  in 
after  an  extensive 
renovation. 


Thus,  Raffles,  named  after  Singapore's 
sunder,  Sir  Stamford  Raffles,  holds  an  hon- 
>red  place  as  one  of  Singapore's  premier 
ourist  attractions.  What  other  hotel  in  the 
vorld  can  claim  to  have  its  own  Victorian- 
tyle  theater  playhouse  —  which  has  now 
>ecome  a  cultural  yenue  for  plays,  recitals, 
nd  special  film  shows?  And  what  other 
lotel  can  claim  to  have  had  a  tiger  shot 
ight  on  its  premises  —  way  back  in  1 902? 

Its  grandeur  and  appeal  were  enhanced 
fcven  further  in  1 99 1  after  an  extensive 
b$  1 60  million,  two-year  renovation,  which 
endowed  the  hotel  with  an  atmosphere  of 
i  bygone  era.  Since  the  refurbishment, 
everal  esteemed  publications  and  organi- 
:ations  have  ranked  Raffles  as  one  of  the 
)est  hotels  in  the  world. 

Says  Chua:  "We  are  most  delighted 
hat  after  its  reopening  in  1 99  I ,  Raffles  has 
■ained  tremendous  support,  not  only  from 
overseas  guests,  but  also  from  Singapore 
esidents.  In  fact,  we  are  now  the  social 
enter  for  many  Singaporeans  from  all 


walks  of  life.  Before  the  restoration,  very 
few  Singaporeans  visited  Raffles,  while 
overseas  visitors  came  because  Raffles  was 
a  curiosity.  Guests  and  residents  now  enjoy 
Raffles  in  all  its  aspects  and  bring  away  with 
them  many  memorable  experiences." 

Each  of  the  1 04  suites  in  Raffles  is  a 
statement  of  luxury  and  history,  complete 
with  1 4-foot-high  ceilings  and  antique  fur- 
nishings. In  fact,  many  famous  travelers  — 
including  Charlie  Chaplin,  Douglas  Fairbanks 
and  Somerset  Maugham  —  called  Raffles 
home  at  one  time  or  another  Chua  notes 
that  all  rooms  have  been  designed  to 
feel  homelike.  It's  no  wonder  guests  are 
referred  to  as  "residents." 

Deservedly,  Raffles  prides  itself  on 
offering  its  guests  personalized  service,  as 
well  as  the  small  touches  that  make  a  hotel 
stay  memorable.  Chua  says  many  of  the 
staff  have  been  around  for  years  —  a 
refreshing  change,  given  the  high  turnover 


of  staff  at  other  hotels  in  the  region. 

Local  residents  and  guests  from  afar 
rave  about  its  unique  eateries,  which  range 
from  the  exquisite  Raffles  Grill,  a  fine  dining 
restaurant,  to  the  newly  opened  Doc 
Cheng's,  where  East  meets  West  in  a 
colorful  and  relaxed  setting. 

The  famous  Indian  curry  buffet  lunch  in 
the  Tiffin  Room  is  a  big  draw  for  tourists, 
with  its  extensive  curry  dishes  and  sumptu- 
ous desserts.  The  Long  Bar  in  the  Raffles 
Arcade  is  where  the  Singapore  Sling  was 
created  and  where  it  is  served  to  this  day. 

One  of  the  most  pleasant  things  about 
Raffles  is  that  guests  need  not  leave  the 
beautifully  manicured  grounds  to  sample 
Singapore's  renowned  tropical  ambiance. 
There  are  no  less  than  50,000  plants 
adorning  the  breathtaking  gardens.  One 
can  still  wander  the  gardens  and  imagine 
Somerset  Maugham  working  on  one  of  his 
famous  stories  under  a  frangipani  tree. 


PEPPER  HAD  ALWAYS 

BROUGHT  A  TEAR  TO  HIS  EYE. 

But  the  tears  'Black'  Jack  Stoppard  shed  weren't  of  sadness, 
rather  relief.  As  it  turned  out,  'Black'  Jack's  judicious  purchase 
of  white  peppercorns  (with  what  was  rumoured  to  be  his  last 
silver  dollar)  prior  to  the  notorious  monsoon  blitz  of  1936,  made 
him  cash-rich  in  a  Europe  caught  spice-short.  Returning  home 
more  financially  advantaged  than  when  one  arrives  has  been 
a  common  tradition  among  residents  of  Raffles  Inc.  The  exclusive 
business  wing  of  Raffles  Hotel,!  Beach  Road,  Singapore  189673. 

please  contact 


For  reservations, 
us  through 


THE  BUSINESS' 


RAFFLES  INC. 

ADDRESS    OF    THE  EAST 


your  business 


associates  in  Singapore,  or  ca  11  Yat  Lo  Fatt  on  (65)  337-1886 
or  fax  (65)  339  7650.  e-mail:  raffles®  paci  f  ic .  ne  t .  sg 

A  RAFFLES  INTERNATIONAL  HOTEL 


Didlfoufeno^ 

Amway  provides  the  opportunity  to  build  an  independent  business,  either  part-time  or  full-time, 
with  a  relatively  small  investment. 

Amway  worldwide  sales  have  tripled  since  1 990,  growing  to  $6.3  billion  at  estimated  retail. 

Amway  distributors  are  younger,  better  educated,  own  their  homes,  and  those  homes  have  a 
higher  median  value  than  the  population  as  a  whole.* 

Amway  is  now  in  more  than  70  countries  and  territories  —  from  Chile  to  China. 


Amway  distributors  market  cosmetics,  designer  clothing,  brand-name 
electronics,  nutrition  and  personal  care  items,  home  care  products  — 
more  than  6,500  in  all. 


Now  you  know  a  little  about  Amway.  If  you'd  like  to  know  more, 
call  for  a  free  brochure  at  1-800-544-7167  or  visit  our 
website  at  http://www.amway.com. 

*lndependent  study  "Distributor  Demographic  Profile, "  1 994. 
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And  you  thought  you  knew  u 
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Can  We  Think  About  The 
Dow  While  We're  Meditating? 


FAIRFIELD,  IOWA— 
OOHHHHMMMM. 
That's  the  sound  of 
blood  pressure  drop- 
ping. 

Research  by  Mahar- 
ishi  University  Of  Man- 
agement, published 
in  an  American  Heart 
Association  journal, 
has  shown  that  tran- 
scendental meditation, 
or  TM,  can  reduce  high 
blood  pressure — a  lot. 
TM,  in  case  you're  not  a 
devotee,  is  the  practice 
of  inducing  inner  calm 
by  sitting  quietly,  eyes 
closed,  and  silently 
repeating  a  mantra  for 
20  minutes  twice  a  day. 


(If  you  get  really  good 
at  it,  like  the  folks 
at  Maharishi  U.,  you 
can  levitate.  But 
that's  another  story.) 
High  blood  pressure 
(in  case  you're  not  a 
devotee)  is  also  called 
hypertension,  and  is 
something  you  want 
to  avoid.  It's  the  main 
cause  of  strokes  and 
heart  attacks. 

Charles  Alexander 
and  his  fellow  scien- 
tists divided  111  men 
and  women  with  hyper- 
tension into  three 
groups.  One  learned 
TM.  Another  was 
taught  progressive 


muscle  relaxation,  a 
stress-reduction  tech- 
nique that  is  just  what 
it  sounds  like.  The 
third  learned  about  all 
the  things  that  are 
supposed  to  lower 
blood  pressure,  such  as 
drinking  less,  eating 
less  salt,  losing  weight 
and  exercising  more. 

At  the  end  of  three 
months,  the  TMers 
were  still  at  their  orig- 
inal altitudes,  but 
they  had  lowered 
their  blood  pressure 
quite  a  bit:  about  1 1 
points  off  the  upper 
number  (the  sys- 
tolic) and  almost 


Stress  Can  Cause — Um>  I  Forgot 

STANFORD,  CALIFORNIA— Here's  another  good  reason  to  chill  out:  stress 
might  make  you  stupid.  When  you're  under  duress,  your  body  releases  a  flood 
of  chemicals — called  the  "fight  or  flight"  response — that  raise  your  heart  rate, 
sharpen  your  reflexes  and  generally  put  you  in  trim  to  take  on  a  lion  or  a  liar. 
One  of  those  chemicals,  hydrocortisone,  has  a  special  affinity  for  a  part  of  your 
brain  called  the  hippocampus,  which  helps  you  learn  and  remember.  A  few  years 
ago,  Robert  Sapolsky  of  Stanford  University  found  that  in  rats  (no  relation  to 
your  business  partners),  months  of  stress  shrink  the  hippocampus  permanently. 

Now  he  thinks  the  same  thing  may  happen  in  humans.  Sapolsky  examined 
some  new  studies  of  people  with  stress-related  illnesses,  including  depression, 
posttraumatic  stress  disorder  and  Cushing's  syndrome,  a  condition  brought  on 
by  too  much  hydrocortisone.  About  half  of  those  with  depression  overproduce 
hydrocortisone,  he  says,  and,  sure  enough,  a  new  study  shows  that  people  with 
a  history  of  depression  have  a  12%  to  15%  fall  in  the  size  of  the  hippocampus.  In 
people  with  posttraumatic  stress  disorder  from  combat  or  childhood  abuse,  re- 
searchers found  8%  to  26%  shrinkage.  And  in  those  with  Cushing's  syndrome, 
scientists  found  that  the  more  hydrocortisone  produced,  the  more  damage  there 
was  to  the  hippocampus. 

If  the  link  is  true,  says  Sapolsky,  it  may  explain  why  some  people  who  take  hy- 
drocortisone for  chronic  conditions  such  as  arthritis,  asthma  and  psoriasis  de- 
velop memory  problems.  And  why  some  of  us  lose  it  as  we  get  older. 


six  off  the  lower  (the 
diastolic).  The  group 
with  relaxed  muscles 
did  half  as  well.  And, 
sorry  to  say,  the  diet- 
exercise  gang  barely 
made  a  showing. 

What's  more,  Alex- 
ander's team  found 
that  meditation  work- 
ed no  matter  how  many 
risk  factors  a  person 
was  up  against — obe- 
sity, drinking  too 
much,  too  little  activ- 
ity, too  much  sodium, 
stress.  In  other  stud- 
ies, this  amount  of 
drop  in  blood  pressure 
cut  the  chance  of 
strokes  and  deaths 
from  congestive  heart 
failure  by  about  a  third. 

No,  don't  trade  in 
your  hypertension  med- 
icine for  a  trance — half 
the  people  studied 
were  also  taking  drugs. 
Doing  both  might 
be  the  best  strategy. 


FY  I 


FORBES  105 


LOS  AN  S— Finally,  it's  settled:  steroids 

'Muscles,  and — at  least  at  the  dose  used 
in  this  research — they  don't  cause  the  outbursts 
known  as  "'roid  rage." 

Bodybuilders'  testimonials  notwithstanding, 
the  debate  has  continued  about  whether 
steroids  such  as  testosterone  help  athletes 
bulk  up.  All  the  studies  have  had  flaws — 
the  subjects  ate  differently,  or  exercised 
differently,  or  cheated  somehow.  So 
Shalender  Bhasin  of  Charles  R. 
Drew  University  Of  Medicine  And 
Science  decided  to  nail  this  /a 
sucker.  He  and  some  col- 
leagues recruited  40  normal 
guys  and  divided  them  into 
four  groups:  one  group  got 
only  testosterone  shots,  while 
another  got  the  shots  and 
worked  out.  A  third  took  placebo 
injections;  a  fourth  got  the  placebo 
and  exercised.  Both  exercise  groups  followed  the 
same  weight-lifting  routine,  and  everybody  ate 
the  same  diet. 

After  ten  weeks,  'roids-and-workouts  ruled. 
Those  men  had  gained  an  average  of  13  pounds,  all 
of  it  muscle,  and  they  could  bench-press  38% 
and  squat-lift  22%  more  weight  than  at  the  start  of 
the  study.  The  placebo-exercise  fellows  gained 
about  four  pounds  of  muscle,  and  bench-pressed 
21%  more  and  lifted  11%  more.  Interestingly, 
testosterone  alone  scored  nearly  as  well  as  placebo 
and  exercise:  men  taking  just  the  testosterone 
gained  roughly  seven  pounds  of  muscle,  and  upped 
their  bench-press  load  by  19%  and  their  squat- 
lift  weight  by  10%  . 


This  Justin: 
Steroids 
Make  You  Big, 
NotAnpr*' 


And,  according  to  their  live-ins, 
spouses  or  parents,  none  of  them  became 
moody  monsters.  The  researchers  point 
out,  however,  that  at  higher  doses  or 
in  men  already  on  the  brink,  testosterone 
might  still  cause  'roid  rage.  The 
amount  given  in  this  study  was 
probably  at  the  lower  end  of 
the  doses  taken  by  athletes. 
It  is,  of  course,  illegal 
to  take  steroids  with- 
out a  prescription 
and  unethical  to  do  so 
for  athletic  competition. 
So  this  is  just  an  academic 
exercise,  so  to  speak.  But  aren't 
you  glad  you  know? 


Honey,  It's  Three  A.M.— What  Are 
You  Doing  In  The  Garden? 


MUNICH,  GERMANY— "Open, 
cup-shaped,  five-petaled  flowers 
range  in  color  from  creamy  yellow  to 
gold,"  says  the  Sunset  garden  book 
about  the  herb  called 
St.  John's  wort,  or  Hy- 
pericum. "Plants  useful 
for  summer  flower  color 
and  fresh  green  foliage."  And,  maybe, 
for  depression. 

St.  John's  wort  might  be  as  good  as 
standard  drugs  for  treating  mild  to 
moderately  severe  depression,  and  it 


apparently  has  fewer  short-term  side 
effects,  according  to  a  cautious  review 
of  23  studies  with  1,757  patients.  Ex- 
tracts of  the  plant  are  widely  prescrib- 
ed by  German  doctors 
to  treat  anxiety,  de- 
pression and  sleeping 
problems,  but  are  rarely 
used  in  English-speaking  countries. 

If  taking  it  doesn't  help,  planting 
it  might.  It  makes  a  lovely  ground 
cover.  Just  give  it  sun  to  partial  shade 
and  moderate  water. 


Too  Late  To 
Save  The  Dole 
Campaign 

VALENCIA,  SPAIN— You 
might  be  slowing  down, 
but  your  sperm  are  as  en- 
ergetic as  ever.  In  a  study 
of  240  couples,  which  in- 
cluded men  from  29  to  64, 
doctors  found  no  differ- 
ence in  the  number  of 
sperm  the  men  produced, 
nor  in  the  critters'  liveli- 
ness or  ability  to  fertilize 
an  egg.  It's  still  true, 
however,  that  in  much 
older  men  the  sperm's 
skill  set  begins  to  falter. 
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THE  GREATEST  ACHIEVEMENT  IN  LIFE 
K  THE  ABILITY  TO  APPRECIATE  IT. 


Life  can  be  a  beautiful 
experience.  If  you  know 
where  to  look.  Today,  look 
into  the  life-transforming 
power  of  Laser-PRKT.M 


Call  1-800-PRK-TODAY 
for  your  free  video. 


Now  you  can  reduce  or  even 
eliminate  your  dependence  on 
corrective  lenses.  Just  call 
I  -  800- P RK-TO DAY  (1-800-775- 
8632)  for  more  details,  a  free 


power  of  Laser-PRKT.M  www.beaconeye.com         J   8632)  for  more  details,  a  free 

In  minutes  precise  beams  of  light  gently     informational  video,  or  to  schedule  a  /  1 
reshape  the  surface  of  your  eye.  No  eye        complimentary  screening.  To  make 
patches.  No  needles.  Just  a  renewed  appre-  each  moment  count,  —     ;  , 


ciation  for  the  beauty  that  surrounds 
Nearsighted,  farsighted  or  astigmat 


s  us.  stari 


start  with  this  one. 
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More  Bad  News 
For  Mrs.  Morris 


Thank  God Liberace  Isn't 
Around  To  Hear  This 

ITHACA,  NEW  YORK— The  good  news  is: 
people  just  don't  notice  you  as  much  as  you  think 
they  do. 

That's  what  psychologist  Thomas  Gilovich 
of  Cornell  University  proved  recently.  He 
subjected  college  students  to  what 
some  must  have  considered  the  ul- 
timate humiliation:  wearing  a 
Barry  Manilow  T-shirt  in  public. 
Sent  into  a  crowded  room  while 
sporting  the  singer's  face  on  their 
chests,  the  embarrassed  students 
were  sure  that  about  half  their 
peers  spotted  the  T-shirt.  But  in 
fact,  only  about  a  quarter  did. 
Likewise,  Gilovich  found  that  61% 
of  skiers  assumed  those  voyeurs  in 
the  chairlifts  were  checking  out  the 
skiers'  form,  when  only  46%  were. 

Then  there  was  the  "bad  hair  day" 
experiment:  Gilovich's  team  invaded 
several  seminars  and  had  the  students 
rate  their  classmates  as  well  as  them- 
selves on  how  good  everybody  looked 
that  day.  When  the  researchers  com- 
pared the  votes,  they  learned  that, 
basically,  nobody  noticed  when  a  col- 
league was  having  a  bad  hair  day. 

Of  course,  they  didn't  pick  up  on 
the  good  hair  days,  either.  That's  the 
bad  news:  people 
just  don't  no- 
's  tice  you  as 
much  as 
you  think 
they  do. 


Nothing  A  Coupla 
Tons  Of  Halcion 
Couldn't  Fix 

LOS  ANGELES— One  in  four  adults 
around  the  world  can't  sleep,  according 
to  a  survey  of  26,000  people  in  15 
countries.  The  Japanese  snooze  best — 
only  7%  are  insomniacs.  About  a  third  of 
Americans  can't  knit  up  the  raveled  sleeve 
of  care.  And  Brazilians  fare  worst — 
40%  are  unwillingly  awake  at  night. 


BARCELONA,  SPAIN— 
Husbands  who  play 
around  may  bring  cancer 
home  to  their  wives,  says 
a  study  of  more  than  300 
Spanish  couples.  Cancer 
of  a  woman's  cervix, 
which  is  the  opening  to 
the  womb,  is  caused  by  a 
virus  named  the  human 
papillomavirus.  (It's  the 
same  bug;  that  causes 
genital  warts.)  A  woman's 
risk  of  cervical  cancer 
rises  with  the  number 
of  sexual  partners  she  has 
and  with  the  number 
of  partners  her  partners 
have.  But  no  one  had 
linked  multiple  partners, 
presence  of  the  virus  in 
men  and  cancer  in  their 
women.  Until  now. 

F.  Xavier  Bosch,  of 
Institut  Catala 
d'Oncologia,  and  co- 
i  workers  checked  for 
the  virus  in  the 
penises  of  183 
husbands  of 
women  who 
had  cervical 
cancer  and  of 
171  men  whose 
wives  were  can- 
cer-free. The  scientists 
also  quizzed  the  men 
about  their  dalliances,  es- 
pecially with  prostitutes. 
(Prostitutes  have  cervical 
cancer  four  times  more 
often.)  The  researchers 
found  that  wives  whose 
husbands  carried  the 
virus  were  five  to  nine 
times  more  likely  to  have 
cancer.  And  the  risk  rose 
with  the  tally  of  liaisons, 
particularly  those  with 
prostitutes.  Worse,  it  was 
the  fooling  around  during 
marriage,  not  before,  that 
caused  trouble.  And  don't 
think  this  has  anything  to 
do  with  hot  Latin  blood: 
N.B.  that  Spanish  women 
rarely  get  cervical  cancer. 
If  it  happens  in  Spain, 
the  researchers  imply,  it 
can  happen  anywhere. 
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So,  weVe  made 
our  new  Squall  Jacket 

ten  times 
more  water  resistant 


You  never  know  when 
you're  going  to  be 
dumped  on. 

In  the  morning,  the 
weather  forecast  calls  for 
windy  and  cold.  And  by 
mid-afternoon,  you're 
caught  in  a  downpour. 

Well,  if  you  must  get 
caught,  it  better  be  in  our 
improved  Lands'  End 1  Squall  Jacket. 

Because  after  a  dozen  years  of  making  the  Squall 
better  and  better,  we've  now  made  it  drier,  too. 

Not  just  a  fair-weather  friend. 

Its  outer  shell  -  a  rugged,  3-ply  Supplex"  nylon  - 
sheds  water  like  never  before. 

You  see,  we've  had  it  treated  with  MPX™  -  a  new 
microporous  coating  (meaning,  a  coating  with  tiny 
pores  that  let  body  moisture  out,  but  keep  rain  from 
getting  in). 

In  an  ordinary  Supplex  jacket  without  this  treat- 
ment, you  could  walk  in  a  steady  downpour  for  maybe 
200  yards  before  the  wet  started  to  seep  through.  In 
our  new  Squall,  you  can  walk  a  mile. 

The  outer  shell  also  happens  to  be  100%  windproof. 
Yet,  it's  still  very  breathable  -  very  comfortable  -  no 
matter  what  outdoorsy  thing  you're  up  to. 

If  at  first  we  succeed,  we  try  again. 

Of  course,  this  new  improvement  follows  on  the 
heels  of  lots  of  old  improvements. 

One  year  (1987,  it  was)  we  began  to  make  the  inner 
lining  of  Polartec™  300  fleece  -  a  man-made  fleece 
twice  as  warm  as  natural  fibers. 


And  1994  was  a  very  good 
year,  too.  We  put  100-gram 
Thinsulate™  insulation  in  the 
sleeves.  It  keeps  you  warm  - 
but  because  if  s  so  thin,  there's 
less  bulk  to  get  in  your  way. 

And  way  back  in  '84,  we 
added  a  storm  flap  behind 
the  zipper  -  our  first  line  of 
defense  against  the  wind. 
Seems  that's  our  way  at  Lands'  End:  we  just  can't 
leave  well  enough  alone. 

Will  it  be  crummy  again  tomorrow? 

Into  each  life,  not  only  rain  but  snow  and  sleet  and 
much  else  must  fall. 

So,  in  our  Lands'  End  catalog,  we  feature  page  after 
page  of  other  outerwear.  And  every  stitch  is  as  well 
made,  and  thoughtfully  designed,  as  our  Squall. 

If  you'd  like  to  see  a  copy  of  our  catalog,  ^ 
just  say  the  word. 
"Squall,"  for  example. 


©  1996  Lands' End.  Inc. 
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There  are  many  reaso„ 
to  be  President^  but  our  gues 

something  to  do  wit 

By  Joel  Achenbach 


V 


reat  leaders  need  a  steed.  This  was  always  in  the 
rules.  Notice  how  many  of  the  monuments  in 
our  big  cities  show  a  man  on  horseback,  gazing 
onto  smoky  battlefields,  ready  in  the  name  of 
liberty  to  cover  himself  in  the  viscera  of  the  infidel.  The 
horse  is  an  extension  of  the  man.  He  becomes  a  beast  with 
two  arms,  two  heads,  four  legs.  You  can  just  tell  this  guv 
said  "Charge!"  as  routinely  as  he  brushed  his  teeth. 

Sadly  the  image  cannot  be  replicated  in  modern  soci- 
ety, where  the  hqge  is  more  like  a  pet  than  a  mode  of 


transportation  and  self-actualization.  Ronald  Reagan  is  the 
rare  contemporary  leader  to  look  credible  astride  an  ani- 
mal. (Grimacing,  we  try  to  imagine  Richard  Nixon  in  the 
saddle,  in  his  kneesocks  and  wing  tips,  jowls  flapping  in 
the  wind.)  As  for  Bill  Clinton,  it  is  an  unfortunate  medi- 
cal fact  that  he  is  allergic  to  the  natural  world.  Grass,  hav, 
horses:  stuff  like  that  gives  him  hives  and  gastric  reflux.' 
Also,  the  horse  would  be  subpoenaed  by  Kenneth  Starr. 

So  this  leads  us  to  Air  Force  One.  Air  Force  One  is  the 
President's  horse.  His  steed. 


This  horsiness  is  obvious  in  the  movie  Independence 
Day,  when  Washington,  D.C.,  is  destroyed  by  a  death-ray 
from  a  flying  saucer  (oh,  those  damn  Perot  voters).  The 
President  doesn't  perish,  however.  The  aliens  forgot  about 
one  little  thing.  The  plane.  Just  as  the  fireball  is  obliter- 
ating the  capital,  the  President  is  aboard  his  fabulous  jet, 
speeding  down  the  runway,  nip  and  tuck  ahead  of  the  blast 
wave.  The  President  all  but  whips  the  fuselage  to  get  the 
plane  to  go  faster.  Hi-ho  Silver,  away! 

It  is,  fundamentally,  the  ultimate  perk  of  the  presi- 
dency. The  President  really  has  a  crappy  life.  He  lives 
in  a  fishbowl.  Cameras  watch  every  move.  His  friends 
are  jailed.  The  press  hates  him  almost  as  much  as  he 
hates  the  press.  His  immediate  circle  is  wife,  child,  inde- 
pendent counsel.  He  is  constantly  fighting  with  members 
of  Congress — and  those  are  just  the  ones  in  his  own  party. 

So  the  man  needs  a  monster  perquisite.  A  corporate  jet. 
This  one  has  "United  States  of  America"  written  on  the 
side,  as  though  his  plane  is  the  country  itself. 

No  other  artifact  of  the  Executive  Branch 
so  loudly  screams  "imperial  presidency."  Ad- 
mittedly, the  White  House  itself  is  a  nice  little 
trapping  of  power,  and  serves  as  a  great  back- 
drop for  the  correspondents  doing  standups  for 
the  evening  news.  But  the  centerpiece  symbol 
is  the  President's  desk  in  the  Oval  Office.  He's 
a  desk  jockey!  A  paper-pusher!  The  Truman 
Balcony  is  a  nice  perk,  but  if  the  President 
stands  around  up  there  too  much  he'll  look  like 
a  South  American  dictator. 


Above:  Newt  Gin- 
grich, buoyed  by  Bob 
Dole  and  George 
Shidtz,  confers  with 
the  President  and 
his  staff  on  AFl  after 
the  funeral  of  Yitzhak 
Rabin.  Gingrich  later 
huffed  that  he  d  been 
downgraded from 
first  class  to  coach. 


Clinton  use* 
So  you  kno 


The  President  also  has  the  option  of  acting  imperiou 
in  the  Rose  Garden,  but  flowers  are,  dare  one  say,  sym 
bolically  risky.  Tulips  may  be  the  only  ones  that  are  suffi- 
ciently phallic.  (Let  me  be  clear:  I  would  love  it  if  the 
President  one  day,  perhaps  during  the  signing  of  a  bill  lim- 
iting nuclear  weapons  testing,  suddenly  put  a  hybrid  tea 
rose  in  his  hair  and  started  prancing  around  like  a  sprite, 
trilling  a  pretty  song.  It'd  be  fun  just  watching  how  fas)) 
the  markets  crashed.  But  I  guess  such  a  thing  would  be 
considered  "off-message.") 

No,  the  President  needs  the  plane,  desperately.  Air 
Force  One  is  a  corporate  jet  on  steroids.  It's  ai 
747-200,  the  biggest  passenger  airliner  in  the 
sky.  It  is  a  juiced-up,  turbocharged,  mag-* 
wheeled  chariot  of  the  gods.  The  President  flies 
the  best. 

Air  Force  One  is  modern  and  yet  historic, 
Think  of  all  the  times  it  has  crept  into  our  con- 
sciousness. Vividly  we  recall  Cecil  Stoughton's 
photograph  at  Love  Field  on  Nov.  22,  1963,, 
with  LBJ  taking  the  oath  of  office  in  the] 
cramped  cabin  of  the  plane  and  shell-shocked 
Jackie  bearing  witness  in  her  bloodstained  coat., 
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o  campaign  in  a  trooper  car. 
le  likes  ^mH*^  this  plane. 


Air  Force  One  took 
Nixon  to  China,  and 
eventually,  on  Aug.  9, 
1974,  to  San  Clemente. 
Gerald  Ford  stumbled 
down  the  steps,  cement- 
ing his  image  as  a  klutz 
Newt  Gingrich's  popularity 
began  to  decline  when  he  whined 
that  he  had  to  go  out  the  back  door  of 
the  plane  and  Clinton  wouldn't  talk  to  him  on 
the  flight  to  Rabin's  funeral. 

And  more  routinely,  we've  seen  the  Pres- 
idents mount  their  steed.  The  plane  is  never 
cramped  by  an  airport  concourse  but  rather  sits 
alone,  majestic,  on  an  airfield,  huge  as  a  build- 
ing, with  airstairs  descending  from  the  cabin 
door  to  lift  the  President  to  his  jet.  The  President  hikes 
alone,  from  earth  to  the  fuselage,  and  at  the  top  he  turns, 
and  waves,  and  smiles,  even  though  the  only  people  watch- 
ing are  the  reporters  and  photographers  he  loathes  so 
much.  He  disappears  into  the  plane.  He  is  going  some- 
where, doing  something,  taking  action. 


Clockwise from  top 
left:  Ford's  famous 
stumble;  the  Nixons ' 
long  flight  home  after 
the  fall;  and  LB]  s 
solemn  swearing-in. 


The  plane  performs  a  function  above 
and  beyond  the  transportation  of  the 
chief  executive:  it  is  the  one  place  where 
America  can  instantly  see  the  unusual 
dual  role  of  the  President,  his  mission  as 
both  the  civilian  leader  of  the  government 
and  the  nation's  military  commander-in- 
chief.  On  Air  Force  One  we  see  Bill  Clinton  as 
he  imagines  himself:  Commander  Clinton,  beaver- 
ing  away  at  despair  and  cynicism. 

The  old  707  was  a  flying  Oval  Office,  but 
the  new  747  is  more  of  a  flying  West  Wing, 
beautifully  appointed,  divided  into  depart- 
ments, really  something  of  an  improvement 
over  the  terrestrial  version.  For  symbolic  pur- 
poses the  White  House  is  a  little  bit  too  much 
of  a  residence.  It's  posh,  a  bit  frilly,  frankly,  full 
of  lace  and  velvet  and  ornate  molding.  Tourists  walk 
through  the  White  House  as  though  it's  a  museum.  But 
not  Air  Force  One.  You  can't  get  near  it.  Even  the  main- 
tenance workers  have  to  be  background-checked  and  must 
work  on  the  buddy  system  so  there's  always  someone 
watching  what's  going  on. 
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The  age  of  big  government  i 
the  age  of  big  presidential 


The  military  will  point  out  that  the  plane  no  longer  has 
any  superficial  reference  to  the  Air  Force  (it  used  to  say 
Military  Air  Transport  Service  and  United  States  Air 
Force).  But  it's  still  Air  Force  One.  The  public  knows  that. 
(Technically  any  plane  the  President  is  on  is,  for  that  mo- 
ment, Air  Force  One.)  The  draft-eschewing  President  can 
surround  himself  with  serious  hardware.  The  very  name  is 
titanic,  each  word  a  syllabic  detonation.  The  President  is 
a  force.  He  is  the  one.  Airborne  he  patrols  the  skies,  no 
longer  a  mere  burger-eating  government  gasbag  but  rather 
a  lean  and  hungry  eagle  of  democracy.  (Harry 
Truman's  prop  plane,  Independence,  was  gar- 
ishly painted  to  look  like  an  eagle,  feathers  and 
all,  speaking  of  which.) 

There  was  a  time  when  Clinton  campaign- 
ed in  a  trooper  car,  bombing  around  Ark- 
ansas. So  you  know  he  likes  this  plane.  You 
know  there  are  moments  when  he  imagines 
there  are  machine  guns  on  the  wings,  and 
goes  "ack-ack-ack-ack-ack"  as  he  flies  over  plant  where  it  was 
Republican  precincts.  built  in  1947; 

There  is  one  aspect  in  which  Independence  Kennedy  leaving  for 
Day  is  inaccurate.  In  the  movie,  as  the  Pres-   Europe  in  1961. 


Above,  from  left: 
Truman  boards  the 
AFi  he  named  for  his 
hometown  in  Missouri, 
"The  Independence"; 
Give-  'em-hell-Harrys 
executive  eagle  at 
the  Douglas  Aircraft 


ident  is  escaping  the  death-ray,  he  is  strapped 
into  his  seat,  which  is  in  the  full,  upright  po- 
sition. In  reality,  President  Clinton  likes  to 
stand.  The  whole  White  House  inner  circle 
does  this.  It's  a  macho  thing.  One  aide  de- 
scribed to  me  the  distressing  moment  when, 
while  talking  to  the  President,  the  plane  took 
off,  and  Clinton,  always  an  intimate  man, 
suddenly  was  leaning  toward  her,  like  the 
Tower  of  Pisa,  his  oversized  figure  given  an 
alarming  inclination. 

Early  in  the  Clinton  years  it 
became  popular  to  see  how  far  off 
the  perpendicular  one  could  lean 
as  the  plane  took  off.  Press  Secretary  Dee  Dee 
Myers  invented  the  move,  which  she  called 
"the  Flying  Nun."  The  plane  takes  off  at  a 
steep  angle,  typically,  for  security  reasons,  and 
it's  possible  to  lean  at  an  absurd  angle  relative 
to  the  floor.  Clinton  tried  it  too.  "He  was  kind 
of  a  remedial  student,"  Myers  told  me. 

Clinton  has  probably  traveled  more  than 
any  President  in  history.  He  had  made,  as  of 
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>ver,  but  not 
>lanes. 


At  left:  Pan-Am's 
Dixie  Clipper  took 
FDR  to  Africa  and 
back  in  1943.  Below: 
Roosevelt  cuts  his  61st 
birthday  cake  on  his 
plane  with  staff  VIPs. 


mid-September,  27  trips  just  to 
California.  Electoral  college  math 
may  have  something  to  do  with  that.  Or  maybe  he 
wanted  to  go  to  Hollywood,  land  of  swimming  pools  and 
movie  stars,  as  did  his  little-known  half-brother  Jed 
Clampett.  But  I'd  bet  his  real  California  fixation  has  to 
do  with  flight  times.  He  wants  to  be  in  the  plane  as  long 
as  possible.  The  age  of  big  government  is  over,  but  not 
the  age  of  big  presidential  airplanes. 


Maybe  Air  Force  One  could  have  survived  that 
death-ray  from  the  alien  flying  saucer.  The 
plane  is  specifically  designed  to  survive  a 
nearby  nuclear  explosion.  Your  average  cor- 
porate jet  has  silicon  chips  in  the  computers  and  copper 
wire  in  the  electronics.  Air  Force  One  has  only  fiber-optic 
cable  and  gallium  arsenide  chips.  These  are  impervious  to 
the  electromagnetic  bursts  caused  by  nuclear  weapons. 

The  plane  is  packed  with  more  than  a  million  feet  of 
wire.  It  is  a  mobile  communications  center  that  func- 
tions just  like  the  White  House  resting  on  earth  at  1600 
Pennsylvania  Avenue.  If  the  President  wants  to  talk 
to  a  submarine  commander  beneath  the  Arctic 
Ocean,  no  problem.  Air  Force  One  can  fly 
7,140  miles  without  refueling  and  can  be  re- 
fueled in  the  air  by  another  jet.  There  are 
always  provisions  aboard  to  feed  the 
President,  his  staff  and  the  military  crew 
for  three  days  without  landing  (two  days  if 
Clinton  isn't  dieting).  The  galley  can  feed 
/    100  people  at  a  time. 

The  ceiling  in  the  President's  cabin  is 
equipped  with  hooks  from  which  to  hang  IV  bot- 
tles. The  cargo  door  was  widened  to  meet  the  turning 
radius  of  a  coffin.  Never  again  will  they  have  the  problem 
the  Kennedy  people  dealt  with  at  Love  Field,  struggling  to 
figure  out  where  to  put  the  slain  President's  coffin  (they 
ripped  out  a  partition  and  some  seats  and  put  it  in  the  rear 
of  the  cabin  on  the  floor). 

Of  course  the  plane  has  defense  systems.  Time  maga- 
zine reported  in  1990  that  Air  Force  One  is  believed  to  carry 
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lares  that  burn  brighter  and  longer  than 
et  engines  in  the  frequencies  used  by  the 
iensors  on  surface-to-air  missiles. 

There  are,  mathematically  perverse 
'  hough  it  may  be,  two  Air  Force  Ones.  In 
kviation  as  in  automotives  there  is  no  con- 
sumer option  more  lovely  than  having  a 
Ipare.  The  two  Air  Force  Ones  are  distin- 
guished only  by  the  serial  number  on  the 
rail — 28000  and  29000. 

The  first  President  to  fly  was  FDR,  and 
le  was  nothing  less  than  a  heroic  passen- 
ger. It  was  January  1943.  He  wanted  to  go 
:o  Casablanca  to  meet  secretly  with 
Churchill  and  other  Allied  leaders.  In 
Miami  he  boarded  a  flying  boat,  Pan  Am's 
Dixie  Clipper,  and  flew  10  hours  to 
Trinidad.  Another  leg  took  him  to  Belem, 
Brazil,  and  then  across  the  Atlantic  to 
British  Gambia.  There  he  changed  planes, 
[to  a  C-54  transport,  the  military  equiv- 
alent of  a  Douglas  DC-4,  and  flew  to 
Casablanca.  The  roundtrip  took  90  hours 
pf  flight  time  across  a  14,000-mile  route, 
people  were  stunned  and  awed  when  they 
ilearned  that  Roosevelt  had  done  some- 
ithing  as  risky  as  fly  on  a  plane  while  Axis 
(fighters  patrolled  the  skies.  Now,  of 
course,  a  President  takes  27  flights  to 
California  and  it's  as  exciting  as  watching 
someone  commute  on  the  Beltway. 

FDR  flew  twice  more  in  his  presi- 
dency. His  plane  was  called  the  Sacred 
\Cow.  The  military  wanted  it  to  be  known  as  the  Flying 
White  House,  but  that  never  stuck  (however,  a  fine  history 
on  presidential  aircraft,  by  Jerold  terHorst  and  Ralph 
Albertazzie,  is  so  titled).  Harry  Truman  flew  a  C-118  (a 
DC-6)  and  Eisenhower  flew  a  C-121  (a  Lockheed 
Constellation,  the  snazziest  propeller  airliner  ever  made). 
In  1959  Ike  flew  on  a  jet-powered  Boeing  707,  but  it 
wasn't  until  1962  that  Boeing  delivered  a  jet  aircraft 
specifically  designed  for  the  President.  John  F.  Kennedy 
became  the  first  jet-set  President. 

"There  was  this  complete  image  here  of  modernity. 
Here  you  have  a  young,  vibrant,  New  Frontier-type  guy  fly- 
ing a  New  Frontier-type  airplane,"  Richard  Hallion,  the 
Air  Force  Historian,  told  me.  He  added  the  obvious:  "And 
then  he  gets  killed." 

The  scene  at  Love  Field  has  been  written  about  and  de- 
bated in  numerous  books,  with  some  of  the  Kennedy  peo- 
ple accusing  LBJ  of  commandeering  Air  Force  One  in  a 
blatant  seizure  of  presidential  power.  Johnson  had  flown 
to  Dallas  on  the  Vice-President's  plane.  In  that  moment 
Johnson  correctly  perceived  that  the  plane  was  more  than 
Kennedy's  jet,  that  it  represented  the  presidency  and  by 
extension  the  democratic  enterprise  of  American  govern- 
ment. The  ship  of  state  goes  on,  the  captain  changes. 


President  Carter  (above):  "Hey, 
Anwar!  1  brought  some  of  my 
poems!" Below:  Morning  in 
America?  Time  to  walk  the  dog. 


(Though  Johnson  was  a  commandeer- 
ing type.  The  first  crisis  of  the  Nixon 
Administration  came  when  LBJ  was 
flown  back  to  Texas  to  begin  his  retire- 
ment. An  aide  on  board  Air  Force  One 
nervously  phoned  the  White  House  to  re- 
port that  Johnson's  aides  were  stripping 
the  plane  of  everything — china,  linen, 
even  the  presidential  chair.  LBJ  wanted 
souvenirs.  The  Nixon  White  House  de- 
cided to  let  the  thievery  slide.) 

That  707,  and  a  twin  that  came  along 
in  1972,  were  the  workhorses  of  the  pres- 
idential fleet  for  the  bulk  of  three  decades. 
Kissinger  used  the  planes  for  his  secret 
missions  to  Paris  to  confer  with  North 
Vietnamese  leaders.  TerHorst  and  Al- 
bertazzie recount  one  harrowing  moment 
over  Syria  when  the  plane,  carrying  Nixon 
and  Kissinger,  was  approached  by  Soviet- 
made  MiGs  despite  an  agreement  that 
there'd  be  no  military  escort.  The  pilot 
banked  steeply  and  spent  eight  minutes 
making  evasive  maneuvers  until  finally  he 
was  assured  the  MiGs  weren't  attacking. 

In  the  1980s  plans  began  for  a  new  pair 
of  jets.  The  government  budgeted  $265 
million,  firm,  for  two  747-200S.  By  the 
time  Boeing  delivered  the  planes  two 
years  late,  in  1990,  they  had  cost  $650  mil- 
lion, the  loss  eaten  by  Boeing  sharehold- 
ers in  return  for  the  prestige  of  building 
the  President's  jets. 
To  make  a  plane  nuke-safe  was  harder  than  anyone  re- 
alized. Moreover,  every  agency  with  any  stake  in  the  jet 
was  given  the  chance  to  request  special  features.  The 
Pentagon  wanted  to  be  able  to  conduct  a  war  from  the 
plane.  The  White  House  needed  meeting  rooms.  The 
Secret  Service  needed  space  for  lots  of  agents.  The  medi- 
cal office  needed  a  doctor  aboard.  The  list  went  on  and  on, 
and  everyone  got  what  they  wanted.  Air  Force  One  is  a  fly- 
ing wish  list. 


I 


flew  with  Clinton  once.  I  didn't  realize  how  "with 
Clinton"  it  was  going  to  turn  out  to  be.  Let's  just  say 
I  no  longer  call  him  "Mr.  President"  but  rather  pre- 
fer the  term  "hermano." 
It  was  in  the  fall  of  1995  and  Clinton  was  jetting 
around  the  country  raising  money  for  his  reelection.  I  was 
flying  on  a  chartered  press  plane,  originally,  but  got 
switched  onto  Air  Force  CWwhen  a  White  House  corre- 
spondent decided  he  didn't  want  to  fly  on  it  (only  a  press 
"pool"  flies  with  the  President,  and  if  there's  any  brief- 
ing, it's  necessary  to  file  a  pool  report  that  every  news  or- 
ganization can  use). 

To  get  to  the  plane  you  have  to  walk  up  to  it,  which 
is  the  only  way  truly  to  appreciate  its  immensity.  It  is 
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Air  Force  One  is  a 
flying  wish  list. 

hard  to  believe  it  can  get  in  the  air.  The  engines  are  the 
size  of  locomotives.  I  walked  up  the  rear  stairwell  and 
took  a  seat  in  the  small  press  cabin  at  the  back  of  the 
plane.  The  interior  design  isn't  like  a  normal  plane — it's 
divided  into  rooms  rather  than  cabins,  with  many  of  the 
spaces  having  no  windows  on  one  side,  probably  for  se- 
curity reasons.  The  President  can  go  anywhere  on  the 
plane  and  still  be  away  from  a  window. 

Seats  are  wide  and  comfortable,  as  in  a  first-class  cabin 
on  a  commercial  plane.  Navy  stewards  in  a  galley  behind 
us  offered  us  food  and  beers.  A  Monday  Night  Football 
game  was  on  a  TV  monitor  overhead — the  President's 
plane  picks  up  broadcast  TV!  Eventually  we  flew  out  of 
the  signal.  It  was  late  and  I  was  tired  and  two-thirds  of  the 
way  into  a  beer  when  a  presidential  aide  came  back  and 
asked  if  I  wanted  to  look  around.  Naturally  I  did.  "You 
may  have  to  file  a  pool  report,"  the  aide  warned. 

We  passed  a  series  of  cabins.  One  held  the  Secret 
Service.  The  agents  stared  at  me  dully,  without  the  Dober- 
man  intensity  one  experiences  down  on  the  ground. 
Another  cabin  had  tables  for  holding  meetings.  Then 
came  a  medical  dispensary  and  the  President's  doctor. 

Two  more  Secret  Service  agents  sat  facing  one  another 
at  a  small  table  just  outside  a  conference  room.  I  stepped 
into  the  conference  room  and  saw,  on  a  TV  monitor, 
what  appeared  to  be  a  scene  from  The  Brady  Bunch  Mov- 
ie. Two  presidential  aides  were  sitting  close  together  talk- 
ing about  something  grave.  They  still  had  their  suit 
jackets  on.  A  few  more  were  scattered  around  the  table 
or  hanging  about  peripheral  cushioned  benches,  relaxing, 
jackets  off,  joking.  My  view  of  the  room  was  blocked  by 
the  large,  wide  back  of  a  man  wearing  a  T-shirt  and  blue 
jeans.  He  turned  to  face  me. 


President  Clinton,  "It's  the  President!"  I  said,  md 

preparing  to  board  ronically.  I  may  have  literal^ 
the  "jniced-up,  turbo-  gasped.  He  seemed  as  big  as 
charged,  mag-wheeled  grizzly.  His  head  struck  me  as  50^ 
chariot  of  the  gods."  larger  than  an  average  man's.  H 
held  in  his  hands  the  movie  1  i si 
ings.  One  of  the  options  was  The  Man  Who  Would  B 
King,  and  he  began  raving  about  what  a  great  movie 
was.  Soon  we  were  talking  movies.  As  a  kid  he  saw  Shan 
20  times,  he  said.  I  had  that  reporter's  instinct  to  as 
something  pesky,  newsy — damn,  wasn't  there  som 
Whitewater  thing  I  should  badger  him  about? — but 
such  a  situation  what  happens  is  you  start  wanting  to  b 
one  of  the  gang,  just  another  staffer  hangin'  out  on  th 
plane,  talking  movies,  like  this  was  my  native  habitat.  1 
photographer  took  a  picture  of  me  meeting  the  Pres 
ident,  and  it  is  now  in  the  bottom  c 
one  of  my  filing  cabinets,  hidden  fror 
sight  lest  anyone  see  the  Gomer  PyU 
grin  on  my  face.  (Why  couldn't  I  b| 
cool,  aloof,  wearing  shades,  with 
cigarette  dangling  impetuously  from  my  lips,  radiatin 
nihilism?  Would  Seymour  Hersh  have  been  caught  grim 
ning  as  he  met  the  President?) 

When  we  finished  talking  about  movies  we  talke 
about  books.  He  was  reading  something  about  the  Proi 
gressive  Era,  and  also  a  book  by  William  Manchester  o? 
the  Dark  Ages,  A  World  Lit  Only  By  Fire.  Ideas  from  hi 
history  books  were  filtering  into  all  his  speeches.  He  kep 
talking  on  the  stump  about  the  Progressive  Era,  about  th, 
seminal  moments  when  societies  are  in  transition.  Thi 
wasn't  twanging  any  emotional  chords  in  his  audience,  bu 
it  did  show  a  genuine  aspect  of  Clinton,  his  searchinj 
mind,  his  obsession  with  seeing  himself  in  the  context  a 
history.  He  almost  certainly  knows  where  he  ranks,  minut* 
by  minute,  in  the  pantheon  of  Presidents.  He  probably  hao 
a  feeling  at  that  very  moment  that  he  was  the  i/th-besi 
President,  a  notch  ahead  of  Martin  Van  Buren,  a  note 
behind  James  K.  Polk.  (Yeah,  but  did  either  of  them  havi 
such  a  bad-ass  jet?) 

The  problem  with  talking  to  the  President  is  that,  i 
your  mind  wanders  for  one  instant,  or  you  run  out  01 
things  to  say,  you  get  that  horrible  sensation  that  you  an 
wasting  the  other  person's  time,  and  the  other  person  ii 
the  President,  and  he  really  ought  to  stop  talking  to  yoi 
right  away  and  get  back  to  solving  nuclear  proliferation, 
kept  looking  for  the  signal  that  it  was  time  to  vanish 
Finally  he  gave  it — I  think  when  I  began  asking  him  abou 
the  parallels  between  our  own  era  and  the  Dark  Ages, 
was  formulating  a  story  in  my  head:  President  on  big  je 
talks  of  plague,  boils,  medieval  superstitions.  I  was  quickb 
led  away,  back  to  the  press  cabin,  and  the  President  re- 
turned, I  suppose,  to  the  movie  listings. 

I  bet  he  picked  The  Man  Who  Would  Be  King.  • 

Joel  Achenbach  is  a  reporter  for  the  Style  sectioi 
of  The  Washington  Post. 
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As  I  begin  writing  this,  I'm  on  one  of  those  tiny 
turboprop  planes.  You  know,  the  ones  where 
the  seats  don't  lean  back,  where  you  always 
end  up  sitting  next  to  a  guy  who  has  just  fin- 
ished five  games  of  handball  and  hasn't  had  a  chance  to 
shower,  where  you  don't  even  have  a  tray  table  to  "put  in 
an  upright  position  before  landing,"  and  where,  if  you  are 
6'2"  and  72,  you  get  off  the  plane  looking  like  you  just  went 
a  round  or  two  with  Hulk  Hogan. 

My  body  might  be  in  seat  #4,  on  the  aisle.  But  my  heart 
is  back  on  Air  Force  One. 

I  am  talking  about  the  new  Air  Force  One — the  Boeing 
747,  that  majestic  aircraft  authorized  by  Congress  when 
Ronald  Reagan  was  President  and  delivered  when  I  was  in 
office.  I  will  neither  be  remembered  for  reading  my  own 
lips,  nor  for  helping  kick  Saddam  out  of  Kuwait.  History 
will  remember  me  as  the  first  President  to  fly  on  Air  Force 
One,  tail  number  28000. 

Everyone  says,  "What's  it  really  like?" 
Well,  let  me  tell  you:  it's  grand.  It's  not  fancy,  with  gold 
bathroom  fittings  and  plush  carpets  like  those  G-IVs  that  fly 
celebrities.  No  mirrors  on  the  ceiling,  no  circular  beds,  no 
Jacuzzis,  no  bidets  even.  But  man  oh  man,  is  it  comfortable. 

The  President  has  a  magnificent  bedroom  that  takes  up 
the  whole  front  end  of  the  plane.  Put  it  this  way:  when  our 
dogs,  Millie  and  Ranger,  flew  with  us,  they  knew  right 
where  to  go  to  get  comfortable. 

There  is  a  great  private  bathroom  with  a  shower  and 
hot  water.  You  get  off  the  plane  in  Moscow  feeling  like 
a  spring  colt. 

The  President  has  a  nice  office  that  adjoins  the  bed- 
room. It  is  presidential — that  is,  not  opulent  or  grand,  but 
big  and  efficient.  It  is  a  serious  room.  There  is  a  curved 
desk  with  phones  that  work  with  the  same  efficiency  as 


the  famed  White  House  phones.  Highly  trained  Air  Force 
communicators,  working  through  the  White  House 
switchboard,  could  always  "get  their  man."  They  can  trulj 
reach  out  and  touch  someone — anyone,  anywhere,  at  anj 
time  of  day  or  night. 

The  office  is  cheerful,  but  devoid  of  bright  colors.  It  is 
brown  and  austere  enough  so  that  if  you  have  to  complain 
to  someone  or  bawl  someone  out,  this  is  a  good  seriou 
place  to  do  it.  There's  an  air  of  discipline  and  power  here. 

Right  next  to  the  office  is  a  medical  room,  complete  with 
an  operating  table  with  all  those  lights  that  can  spotlight 
every  vein  or  muscle.  There  are  drawers  full  of  medicines 
There  are  three  comfortable  chairs  there,  but  best  of  al 
there  are  two  full-length,  double-decker  beds  tucked  into 
one  side  of  the  room,  on  the  left  as  you  enter  the  door. 

People  would  pull  rank  to  get  into  those  bunks  on  the 
long  flights.  Cabinet  secretaries  would  outrank  assistants 
to  the  President,  who  would  outrank  visiting  assistant  sec- 
retaries. However,  sick  people  outranked  everyone.  I'm  not 
saying  that  an  airsick  passenger  would  go  the  extra  mile, 
retching  and  vomiting  to  excess  just  to  qualify.  But  I  did  get 
the  distinct  feeling  that  the  halt  and  the  lame  became  even 
more  halt  and  lame  to  get  assigned  to  one  of  those  bunks. 

I'm  not  sure  I  ever  truly  appreciated  the  significance  ol 
having  an  airborne  bed  until  I  left  office.  After  all,  I  had  al- 
ways flown  in  the  front  end  oiAFi — that  is,  until  President 
Clinton  thoughtfully  invited  me  last  year  to  fly  to  Israel  for 
the  funeral  of  my  esteemed  friend  Yitzhak  Rabin. 

On  that  memorable  flight  (unlike  Newt  and  Bob,  I  dis- 
embarked through  the  front  door)  I  was  properly  placed  in 
the  cabin  that  we  always  reserved  for  our  very  top  staff  peo- 
ple or  VIP  guests. 

Brent  Scowcroft,  John  Sununu,  Marlin  Fitzwater  and 
sometimes  James  Baker,  Dick  Cheney  or  Colin  Powell 
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rode  there.  They  decided  things  there.  Slept  there. 
I  Sometimes  high-ranking  foreign  passengers  would  sit 
jithere.  This  little  room  exuded  prestige. 

As  President,  I  used  to  wander  back  past  this  four- 
l  chaired  cabin  to  check  up  on  how  various  people  sleep  at 
altitude.  Scowcroft,  of  course,  was  always  there,  stacks  of 
ipapers  in  his  lap,  mouth  open,  sleeping  soundly.  He  ai- 
rways did  better  in  daylight  than  in  darkness.  Curious. 

Fitzwater  was  a  black-belt  sleeper,  too.  Point  is,  this 
\ cabin  is  comfortable. 

But  on  the  Israel  trip,  I  found  myself  thinking  back  to 
\  my  front-cabin  days.  I  like  sleeping  totally  stretched  out. 
When  we  left  Israel  I  decided  to  sleep  on  the  floor.  I  went 
!  to  sleep  with  my  three  cabin  mates — Warren  Christopher, 
Leon  Panetta  and  President  Jimmy  Carter — comfortably 
t  ensconced  in  those  leather  chairs  that  lean  way  back  and 
pivot  around,  so  that  if  one  wants  to  work,  there  is  a  handy 
desk  provided  for  all  four  seats. 

Jimmy  Carter  must  have  been  thinking  "presidential" 
itoo,  for  when  I  awakened  after  a  nice  four-hour  sleep, 
i  there  he  was  on  the  floor,  his  face  but  a  few  inches  from 
j  my  face.  Scary?  No,  but  different.  What  would  his  precinct 
chairman  in  Plains  say?  What  would  mine  in  Houston  say? 
AFi  makes  the  strangest  of  bedfellows. 

The  press  is  kept  in  the  back — on  the  right,  oddly.  There 
are  nice  comfortable  chairs  there.  We'd  do  our  at-loft  press 
availabilities  back  there;  or,  if  some  big  deal  was  brewing, 
Marlin  would  herd  the  press  pool  to  the  conference  room. 

Every  once  in  a  while  a  venturesome  press  person 
would  leave  the  comfortable  pen  in  the  back  and  wander 
forth,  hoping  to  glean  a  tidbit  of  color  or  substance.  We 
used  to  politely  send  them  back  whence  they  came.  It  was 
better  that  way,  for  leaks  seemed  to  spring  more  at  alti- 
tude. I  don't  know  how  it  is  today. 


By  George  Bush 

There  is  a  huge  conference  room  on  AFi.  On  trips  of 
any  substantial  distance,  we'd  always  convene  meetings 
there.  We  would  regularly  hold  briefings  on  what  to  ex- 
pect on  foreign  soil  or  at  the  next  stop  in  the  good  old 
U.S.A.  There  were  birthday  parties  there.  The  able  crew  of 
AFi  must  have  had  a  birthday-detection  sensor  hidden 
somewhere,  for  no  top  staffer,  no  gofer,  no  middle-range 
policy  wonk  who  had  a  birthday  could  escape  the  in- 
evitable "Surprise  Surprise!"  gathering  in  the  conference 
room.  "Happy  Birthday  To  You,"  sung  off-key  with  a  lot 
of  levity,  was  followed  by  the  President,  me.  I  would  al- 
ways mumble  a  greeting,  usually  a  lighthearted  one — "Of 
Bill's  35  today?  He  doesn't  look  a  day  over  34,  does  he?" 
That  doesn't  sound  funny,  does  it?  But  everyone  would 
laugh.  Then  the  cake  would  be  cut,  and  sparkling  wine  (of 
recent  vintage)  would  be  poured.  Most  of  the  birthday 
people  seemed  pleased  to  have  me  speak  and  leave.  They 
could  relax  better  that  way. 

So  I'd  leave,  and  the  room  would  turn  into  a  gin  rummy 
emporium,  or,  as  the  evening  wore  on,  into  a  great  place 
for  staffers  to  sleep;  for  behind  and  around  the  grand  con- 
ference table  were  wall-to-wall  couches — lots  of  places  for 
bodies  to  stretch  out. 

Or,  for  those  who  couldn't  sleep,  there  are  movies  to 
watch  on  AFi.  You  simply  turn  on  your  own  TV,  then  call 
upstairs  on  your  private  phone,  then  watch  a  sputter  or  two 
and  on  comes  Goldie  Hawn  or  Sally  Field,  or  Arnold  or 
Bruce  or  Demi.  Never  Madonna,  but  who  cares.  Everyone 
on  the  plane  has  access  toAFis  library  of  movies. 

It  was  easy  to  look  busy  on  AFi.  Phones  are  within  sit- 
ting-down reach  of  almost  all  staffers. 
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When  it  a  to  phone  calls  from  AFi,  there  is  mon- 
ij  involved.  Everyone  knows  that  such  a 
call  is  a  prestige-builder.  Romances  can  be  cemented  for- 
ever by  jus!  one  call  from  AFi.  Legislators  get  a  lot  of 
mileage  with  constituents  by  saying,  "I  just  got  a  call  from 
Air  Force  One." 

Here's  how  it  works.  The  plane's  operators,  on  in- 
structions from  a  staffer  using  a  phone  right  next  to  her 
seat,  tell  the  party  receiving  the  call,  "Mr.  Freeman,  please 
hold  for  a  call  horn  Air  Force  One.  Miss  Clancie  Hickman 
is  calling  you,  sir." 

Freeman  goes  ape,  and  his  heart 
beats  faster.  And  he  tells  people. 
Then  when  Clancie  gets  home  she's 
the  talk  of  Georgetown.  "They  tell 
me,  like,  Brad  almost  flipped 
when  I  called  him  from  Air  Force 
One.  Awesome!" 

We  tried  to  curtail  such  calls, 
but  the  Hickmans  and  their  co- 
workers worked  in  mysterious  ways. 
All  kinds  of  reasons  were  easily 
found  to  crank  up  a  call  from  AFi. 
It  was  wonderful,  really. 

There  is  a  nice  roomy  galley  lo- 
cated between  the  medical  room 
and  the  top  staff  room.  The  food 
on  AFi  beats  the  food  in  the  Air 
Force,  but  it  isn't  fancy.  Broccoli 
was  banned  early  on,  of  course. 
Why  smell  up  a  huge  aircraft  at 
35,000  feet?  But  other  than  that, 
the  marvelous  Air  Force  cooks  had 
free  rein — nothing  expensive  or 
frivolous,  but  huge,  wonderful 
meals,  well-prepared  and  very  tasty. 
I'm  certainly  not  talking  Lean  Cuisine.  I'm  talking  five 
pounds  from  Washington  to  Moscow  and  back. 

As  for  the  AFi  crew,  they  are  the  greatest,  the  very  best, 
starting  with  the  guy  in  charge,  Colonel  Danny  Barr.  The 
Command  Pilot's  seat  was  right  above  our  bedroom,  and 
knowing  he  was  there  helped  us  sleep  like  babies.  The 
flight  crew  gives  you  full  confidence,  and  those  super,  con- 
siderate flight  attendants  made  those  airline  "tray  table  and 
seat  belt"  types  look  like  plebes. 

On  January  20,  1993,  emotionally  drained,  I  left 
Washington  and  flew  back  to  Texas  aboard  AFi, 
my  last  flight  "up  front." 
Ranger  and  Millie  bounded  up  the  high  stair- 
way to  the  plane's  forward  door,  hooked  a  sharp  left, 
charged  into  our  bedroom  and  jumped  right  up  onto  my 
bed.  No  longer  would  they  chase  squirrels  on  the  White 
House  lawn,  or  romp  through  the  woods  at  Camp  David, 
or,  as  a  matter  of  fact,  fly  on  this  great  aircraft.  They  didn't 
seem  to  know  this,  for  without  even  drawing  a  sip  from 
the  water  bowl  we  always  put  down  for  them,  they  both 


went  sound  asleep.  They  loved  AFi.  What  dog  wouldn't: 
Barbara  and  I  sat  at  our  bedroom  desk,  across  from  cacr 
other,  each  of  us  lost  in  our  own  thoughts.  We  looked  ai 
each  other,  but  we  didn't  speak  much.  Ours  had  been 
wonderful  chance  to  serve,  a  wonderful  opportunity.  I  hopt 
history  will  show  I  did  some  things  right,  but  on  that  fligh 
I  kept  thinking  of  where  I  had  let  good  people  down — o: 
how  I  had  lost  the  presidency  three  months  before. 

Confession:  I  felt  a  little  hurt  that  day,  a  little  bruised 
but  ready  now  for  a  quiet  new  chapter  in  our  exciting  lives 

I  thought  about  taking  a 
symbolic  final  shower  or  hav 
ing  a  final  meeting  with  one 
or  two  people  in  my  office, 
thought  about  making  a  cou 
pie  of  calls,  so  some  unsus 
pecting  friend  would  get  t< 
gather  his  family  around  as  th 
operator  would  say,  "Please 
hold  for  Air  Force  One,  Pre 
sident  Bush  is  calling." 

But  I  wasn't  President  any^ 
more.  I  was  a  guy  with  a  lol 
of  very  close  friends,  though 
and  some  of  them  were  right 
there  on  AFi. 

So  I  walked  past  the  private 
bathroom,  past  my  office 
where  I  had  made  many  im- 
portant decisions,  on  back  past 
the  medical  room,  the  galley 
and  the  top  staff  room,  to  the 
conference  room.  This  time 
the  mood  was  somber — nc 
birthdays,  no  card  games, 
tried  to  say  "Thanks"  to  the 
loyal  friends  assembled  there,  but  I  choked  up. 

But  the  thing  that  got  me  most  was  the  way  in  which 
those  great  Air  Force  people,  the  men  and  women  of  AFi 
came  to  say  goodbye.  The  very  next  day  they  might  be  fly- 
ing the  new  President;  but  for  now,  they  were  my  friends 
who  had  taken  me  to  every  continent,  and  in  the  process 
had  become  like  family.  Each  and  every  one  gave  Barbara 
and  me  emotional  farewells  as  we  neared  Houston.  They 
told  us  they  would  miss  us. 
Then  we  got  off  the  plane. 
The  personal  farewells  over,  those  magnificent  men  and 
women  saluted  their  former  Commander-in-Chief.  And 
then,  I  am  sure,  they  started  thinking  about  how  best  to 
serve  the  new  President,  how  best  to  keep  Air  Force  One 
the  best  in  the  whole  wide  world. 

I  hope  they  all  knew  that  it  wasn't  the  private  bedroom 
or  the  office  or  the  conference  room  I'd  miss.  Not  even 
the  shower.  But  rather  it  would  be  them — Colonel  Barr 
and  his  great  crew,  with  whom  I  had  covered  the  world, 
from  whom  I  had  learned  so  much  about  service,  and 
friendship,  too.  • 


The  Bushes  arrive  in  Houston  in  January  1993 
their  last flight  "up  front. " 
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The  rugged  and  compact  Chronomat 
was  designed  and  developed  in 
cooperation  with  the  crack  pilots  of 
Italy's  elite  Frecce  Tricolori  flying 
team. 

Probably  the  world's  favorite  up- 
market selfwinding  chronograph,  its 
crisply  technical  good  looks  and 
straight  profile  are  designed  for  total 
functional  convenience.  The  Breitling 
Chronomat:  mastering  time  with  the 
ease  and  efficiency  of  the  Concorde's 
sleek  flowing  lines. 


AUTHORIZED  BREITLING  AGENT: 

JULES  R. 

SCHUBOT 

JEWELLERS  /  GEMOLOCISTS 

Across  Coolidge  from  The  Somerset  Collection 
3001  West  Big  Beaver  Road  •  Troy,  Ml  48084 
(8101  649-1 122  •  800-SCHUBOT 


Designed  for  service  in  the  demand- 
ing, split-second  world  of  fighter 
aircraft,  the  Chronomat  is  easy  to 
handle  and  operate,  measuring  times 
from  'Ath  second  to  12  hours  and 
providing  intermediate  and  cumu- 
lative flying  times  when  needed.  Its 
rotating  bezel  with  rider  tabs  can  be 
used  to  set  a  time  reference  or 
deadline. 

Available  in  steel,  steel  and  gold  or 
18 K  yellow  or  white  gold.  Leather 
strap;  Pilot  or  Rouleaux  bracelet. 


INSTRUMENTS      FOR  PROFESSIONALS 


The  options  on  Air  Force  Ones 
a  six-car  garage  and— hey,  what's  this  und< 

So  What's  The  Sultai 


Virtually  every  country  with  a 
runway  has  its  own  flagship  for 
the  caliph,  despot,  president  or 
royal  of  the  moment.  None 
can  rival  Air  Force  One  for 
sheer  communications  capa- 
bility, but  some  nations — par- 
ticularly in  the  Middle  East, 
where  sheikhs  check  all  the 
options  boxes  when  they  up- 
grade to  the  jumbo  du  jour — have  us  beat  all  hollow  when 
it  comes  to  gold  faucets,  Chanel-scented  fountain  displays 
and  airborne  swimming  pools. 

Prince  Talal  Bin  Saud  of  Saudi  Arabia  travels  in  a  747 
that  is  said  to  have  a  circular  throne  room  motorized  so 
that  it  always  faces  Mecca.  Lesser  Mideast  VIP  carriers 
often  have  at  least  a  variation  on  this  theme.  "We  called 
it  the  Mecca-meter,"  says  one  informant  who  was  involved 
in  the  refitting  of  an  Arab  head  of  state's  Boeing  727.  "It 
was  a  gold  disk  with  a  large  dia- 
mond mounted  in  the  ceiling.  The 
diamond  was  supposed  to  automat- 
ically point  to  Mecca  whenever  the 
VIP  pressed  a  switch,  but  we 
never  could  get  it  to  work  reli- 
ably, so  the  cabin  switch 
was  rigged  to  ring  a 
bell  in  the  cockpit.  The 
first  officer  would  then 
check  the  bearing  to 
Mecca  on  a  dedicated  0 
inertial-nav  system  and  turn  a  knob  that  mo- 
tored the  disk  to  that  bearing.  Whether  or  not 
there  was  also  a  dispenser  to  give  the  first  of- 
ficer a  treat  afterwards,  I  don't  know." 

King  Fahd  of  Saudi  Arabia  was  in  fact  the 
first  chief  of  state  to  commission  a  private  747,  and  his  con- 
tains its  own  completely  equipped  operating  room,  built 
into  the  belly  cargo  area.  Fahd,  Talal's  brother,  has  long 
had  a  bad  heart  (the  airplane  also  has  an  escalator  rather 
than  stairs  between  the  main  deck  and  upper-deck 
lounge),  so  he  traveled  everywhere  with  a  cardiac  surgeon. 


This  gave  rise  to  the  story  that  Fahd  was  also  accompa 
nied  by  a  living  organ  donor — a  strapping  young  Saudi 
who  generally  lived  the  life  of  Bin  Reilly  but  was  expected 
to  instantly  give  up  his  heart  if  necessary.  Fahd  had  a 
stroke  last  November  and  was  bedridden,  so  even  if  the 
story  weren't  almost  certainly  apocryphal,  the  job  would 
now  have  few  applicants. 

Queen  Elizabeth's  relatively  modest  BAe  146  is  hardly 
big  enough  for  an  operating  room — a  wee  jet  with  foui 
small  engines,  it's  used  as  a  feeder  liner  by  a  few  U.S.  air- 
lines— but  it's  big  enough  to  get  in  trouble  nonetheless 
In  June  1994,  Prince  Charles,  an  occasional  pilot,  was  at 
the  controls  when  he  chose  to  land  hot,  high  and  down- 
wind on  a  wet  Scottish  runway.  The  prince  inevitably  slid 
the  146  off  the  end  of  the  runway,  to  the  tune  of  $3  mil- 
lion in  damages.  The  official  board  of  inquiry  found  him 
blameless,  but  reprimanded  the  RAF  officer  in  the 
copilot's  seat,  who,  as  the  official  instructor  pilot 
in  command,  presumably  should  have  yelled,  "I 
GOT  IT,  CHUCK!"  when  he  realized  the  approach 
was  getting  away  from  the  Royal.  (Charles  subse- 
quently announced  that  he  was  giving  up  flying.) 
Some  smaller  countries  simply  take  over  one 
of  their  national  airline's  craft  whenever  El  Jefe 
Maximo  needs  to  travel.  This  proved  embar- 
rassing for  Ecuador  several  years  ago,  when  the 
-  President  took  a  Saeta  727  out  of  service  so  he  could 
make  a  trip  to  Washington.  Several  FAA  inspectors 
took  a  closer  look  when  they  saw  it  parked  on  a  ramp 
at  Dulles  and  ended  up  grounding  the  tired  old  bird  for 
repairs.  Two  months  ago,  the  President  of  Colombia  was 
embarrassed  when  Colombian  officials  found  six 
Pesky  missile  attacks:       packets  of  heroin  on  his  jet  shortly  before  he 
still  better  than  chang-     was  to  fly  to  New  York  to  give  an  antidrug 
ing planes  at  O'Hare.      speech  at  the  United  Nations.  He  flew  to  the 
U.S.  by  commercial  airliner. 
It's  not  just  banana  republics  that  use  commercial  craft. 
During  the  first  OPEC  Crisis,  Nixon  very  publicly  took  a 
first-class  seat  aboard  an  American  Airlines  DC-10  for  a 
transcontinental  trip  to  San  Clemente  to  demonstrate  his 
commitment  to  fuel  economy.  What  wasn't  mentioned  to 
the  admiring  press,  however,  was  that  an  empty  Air  Force 
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ither  nations  include  a  Mecca-meter, 

'1  Presidente'S  Seat?    By  Stephan  Wilkinson 

Flying  These  Days? 


King  Fahd  s fellow 
travelers  must  be  pre- 
pared to  give  up  more 
than  just  their  seat. 


One  flew  the  whole  trip  ten  miles  in  trail  be- 
I  hind  the  AA  flight,  in  case  its  sophisticated 
'  radios  were  needed. 

The  President  of  the  Comoros  Republic, 
1  a  tiny  group  of  spice  islands  off  Mozam- 
:■  bique,  for  years  used  a  single-engine,  six-seat  Piper 
Saratoga — the  Chevy  Caprice  of  light  planes — as  his 
I  aerial  limo.  He  liked  it  so  much  that  in  1985  he  ordered 
I  a  brand-new  Piper  Cheyenne  IIIA  twin-engine  turbo- 
1  prop,  paid  for  with  rare  ylang-ylang  perfume  extract.  His 
Saratoga  pilot,  an  elderly  buddy  who  had  helped  the 
t  President  overturn  the  previous  regime,  was  unable  to 
1  learn  to  fly  the  considerably  more  complex  turbine  twin 
and  was  demoted  to  copilot  after  the  French  Armee  de 
I  l'Air  helpfully  assigned  an  experienced  turboprop  cap- 
I  tain  to  permanent  exile  on  the  islands. 

The  BAe  125-800  business  jet  that  served  as  Botswana's 
I  executive  transport  was  almost  as  small.  It  was  hit  by  a  mis- 
■  sile  while  overflying  Angola  at  35,000  feet  in  August  of 
I  1988  with  President  Quett  K.J.  Masire  aboard.  The  missile 
1  obediently  sought  a  hot  exhaust  and  blew  the  right  engine, 
about  the  size  of  a  large  garbage  can,  neatly  off  the  air- 
1  plane — an  event  of  which  the  pilots  were  first  aware  when 
they  saw  engine  parts  passing  them  to  starboard.  The  crew 
landed  Botswana  One  safely. 

Probably  the  only  foreign  VIP  carriers  that  approach 
\  Air  Force  Ones  communications  capability  are  Boris 
Yeltsin's  two  Ilyushin  II-62MS,  elderly  four-engine  jets 
with  obvious  extra  antennas  fitted  on  the  fuselage.  During 
I  one  return  from  the  U.S.,  Yeltsin's  Ilyushin  landed  at 
Shannon,  Ireland,  to  refuel.  Irish  Prime  Minister  Albert 
Reynolds  was  waiting  to  greet  him,  but  the  door  to  the  air- 
craft stayed  resolutely  shut.  Eventually,  Yeltsin's  chief  of 
security  stuck  his  head  out  to  announce  that  Yeltsin  was 
asleep,  but  the  word  quickly  got  around  that  Boris  had  ac- 
tually been  too  deep  into  the  vodka.  (As  P.J.  O'Rourke 
noted  recently,  "Imagine  being  too  drunk  to  meet  the 
prime  minister  of  Ireland.") 

In  the  pre-Detente  era,  Khrushchev  once  arrived  at 
Dulles  Airport  aboard  the  Soviet  Air  Force  One,  aTupelov 
Tu-114 — an  enormous,  four-engine,  eight-propeller, 
swept-wing  turboprop  that  was  then  the  largest  commer- 


cial transport  ever  built.  With  landing  gear  the  length  of 
telephone  poles,  the  Tupelov  absolutely  towered  above 
anything  else  with  wings,  and  the  U.S.  greeters  could  find 
no  airstairs  tall  enough  to  reach  the  door.  Khrushchev  was 
said  to  be  secretly  thrilled  that  our  equipment  fell  short. 

The  ultimate  chief-of-state  fleet,  however,  belongs  to 
the  Sultan  of  Brunei.  He  has  four  Gulf  stream  IVs,  three 
Airbuses,  two  Boeing  747s  and  a  767  (not  to  mention  a  50- 
acre  palace  of  1,788  rooms). 

On  the  Sultan's  monthly  shopping  trips  to  London,  the 
entire  extended  family  makes  the  flight,  and  each  family 
gets  an  aircraft  apiece.  One  of  the  747s — dare  we  call  it  the 
Jiffylube  Jet? — is  also  specially  fitted  out  to  carry  half  a 
dozen  of  the  Sultan's  beloved  Aston  Martins,  which  are 
generally  brought  along  and  delivered  to  the  Aston  fac- 
tory in  Newport  Pagnell,  north  of  London,  when  it's  oil- 
change  time.  • 
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Take  a  stroll  through  b 
the  Carlson  collection 


By  Stephanie  MansV^iet 


ichard  Carlson 

is  big  in  the  Seychelles,  where  he  engaged  in  scuba  diving, 
extreme  forms  of  entertaining  and  international  diplomacy 
while  serving  as  the  U.  S.  ambassador. 

He's  also  big  in  Washington,  where  he  is  president  and 
CEO  of  the  Corporation  for  Public  Broadcasting. 

But  nowhere  is  Carlson  bigger  than  in  his  own  McLean, 
Virginia,  manse,  showing  off  his  eclectic  antique  cane  col- 
lection. His  chest  swells.  His  cheeks  inflate.  His  thyroid  car- 
tilage pulsates  like  a  '57  Chevy  piston,  threatening  to  propel 
his  paisley  silk  Brooks  Brothers  bow  tie  from  his  neck. 

Regular  guys  collect  NFL  beer  mugs.  Guys  like  Carlson, 
the  late  Fred  Astaire,  the  Sultan  of  Brunei  and  Prince  Philip, 
collect  odd  canes.  One  19th-century  stick,  costing  $4,500,  fea- 
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turcd  a  blai  nan  standing  on  a  barrel  with  a  snake- 
wrapped  around  his  legs  and  carved  tools  on  the  shaft. 

Ah,  the  shaft. 

is  a  Civil  War  cane,"  he  says,  holding  up  one  stick 
from  his  collection.  "What  do  you  think?  Does  it  look  like 
a  phallus?  Actually,  it's  guy's  leg  bone.  He  had  it  ampu- 
tated and  made  into  a  cane.  What  a  sport.  I  like  that  kind 
of  attitude."  He  pauses  for  effect.  "I  have  one  made  out  of 
a  bull's  penis,  now  that  I  think  about  it.  It's  been  stretched 
a  bit,  I  hope.  Because  it's  about  three  and  a  half  feet  long." 

Carlson  is  a  jovial,  Falstaffian  figure  of  55,  with  a  full 
head  of  licorice-black  hair  and  an  appetite  for  expen- 
sive hotel  suites,  Dunhill  pipes,  private  clubs,  duck- 
hunting  excursions,  ribald  jokes,  vicious  gossip  and 
gooey  pastries.  He  once  went  on  a  liquid  diet,  but  the 
deflated  figure  proved  too  small  a  vessel  for  the  insa- 


own  my... 


Above,  left  to  right:  Carlson's 
W.C.  Fields9  cane,  bull  penis 

cane,  concealed  dagger 

cane,  whale  tusk  cane,  and 

human  leg  bone  cane. 


tiablc  persona,  known  as  Dick  to  a  wide  circle  of  inter 
national  friends  and  admirers. 

His  cane  collection  numbers  more  than  2,000,  is  scat 
tered  in  two  offices  and  three  houses  and  is  valued  at  ovei 
$1  million.  Several  canes  are  gifts  from  his  wife,  Patricia 
who  was  a  Swanson  (as  in  the  frozen  TV  dinnei 
Swansons.)  before  her  marriage  to  Carlson.  "Everywhere 
we  go,  he  always  hunts  down  odd  places  and  tries  to  get ; 
cane,"  she  offers,  remembering  trips  down  littered  street: 
of  Nairobi  and  India.  "It's  probably  a  distraction  frorr 
what's  going  on  in  Washington." 

Canes,  in  fact,  have  become  tchotchkes  for  millionaires 
"It's  an  affluent  person's  avocation  simply  because 
they've  gotten  very  expensive,"  the  ambassador  explains 
sipping  an  apres-work  cocktail  in  his  book-lined  librar) 
next  to  his  $4,000  antique  glassed  cane  holder  featuring  a 
dozen  or  so  gleaming  rosewood  sticks  with  or 
nately  carved  handles.  "You  can't  own  a  lot  oi 
them  without  spending  a  considerable  amount 
of  money.  There  are  very  few  canes  for  $50." 

His  most  expensive  cane,  he  figures,  is  worth 
$20,000.  Some  are  in  the  more  reasonable 
$4,ooo-$8,ooo  range.  "I  did  pay  a  bit  for  a  cou 
pie  of  canes,"  he  confides.  "I  know  my  wife  did.' 

As  a  collector,  Carlson  started  out  with  duck 
decoys,  then  moved  to  paper  money,  gold  cer- 
tificates, Revolutionary  War  currency  and  pipes 
He  once  purchased  an  island  in  Nova  Scotia  be- 
cause it  was  next  to  an  island  that  allegedly  was 
the  site  of  buried  treasure. 

But  islands  are  hard  to  collect,  so  canes  have 
remained  the  primary  obsession,  mainly  because 
"they  were  owned  by  interesting  people  and  the 
craftsmanship  symbolizes  workmanship  that 
isn't  available  in  everyday  items  much.  Plus,  I 
don't  want  things  you  can  hang  in  a  china  cab- 
inet. I  like  things  made  out  of  real  material 
Something  that's  been  labored  over." 

Once  a  staple  of  every  gentleman's  wardrobe 
(it  is  said  that  a  well-appointed  man  had  as 
many  walking  sticks  as  ties),  canes  were  once 
considered  a  fashionable  accessory.  Apart  from 
being  useful  in  navigating  muddy  streets  and 
carriage  steps,  canes  were  regarded  as  a  symbol 
of  authority.  Men  and  women  did  not  so  much 
use  the  sticks  as  wear  them,  flaunting  the  dec- 
orative shapes  and  expensive  handles.  Many  of 
the  gadget  canes  were  patented,  and  most  were 
custom-made. 

Now,  they  are  much  in  demand  by  dealers 
and  collectors. 

Carlson — who  haunts  antique  shops,  auc 
tions,  flea  markets  and  scans  the  Maine  Antique 
Digest  and  The  Cane  Collectors  Chronicle — has  so 
many  canes  that  he  used  them  to  fashion  a 
baluster  in  his  Maine  lodge,  and  is  in  the  pro 
cess  of  doing  the  same  in  his  recently  purchased 
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A  physician  owned  this  cane, 
which  held  a  hypodermic 

needle.  Others  concealed  flags, 
artists'  easels,  opium  pipes, 

lipstick,  snuff  and  shotguns. 


home  in  McLean,  the  renovated  22-acre  estate  formerly 
owned  by  Henry  and  Jessica  Catto. 

"Here's  one  that  was  a  shotgun,"  he  says,  strolling  out 
to  the  front  hall,  where  a  gaggle  of  canes  are  thrust  into 
an  umbrella  stand.  "This  comes  off  here.  This  clicks  into 
place.  You  had  to  load  it  ahead  of  time."  Suddenly,  the 
walking  stick  becomes  a  lethal  weapon.  "They  were  used 
for  that  reason,"  he  explains.  "The  streets  were  really  dan- 
gerous then.  The  French  streets  were  more  dangerous  than 
they  are  now." 

He  owns  canes  that  hold  tobacco  in  the  handle.  Canes 
which  were  used  to  hold  snuff.  "I  have  one  here  with  a  real 
opium  pipe.  And  this  one  holds  a  woman's  lipstick." 

Many  of  the  more  valuable  walking  sticks  in  Carlson's 
collection  are  gadget  canes.  "They  were  the  ones  I  really 
started  collecting  seriously."  Often  custom-made,  they  are 
ingeniously  designed.  The  first  cane  he  ever  purchased  ($2 
at  a  junk  shop)  has  a  flag  that  slides  out  and  unfurls.  Handy 
at  parades.  One  pulls  out  to  become  an  artist's  easel. 
Another  hides  a  hypodermic  needle.  "This  one  belonged 
to  a  doctor,"  he  points  out. 

There's  a  cane  that  turns  into  a  music  stand.  One  be- 


 —  :  : — 

comes  a  fishing  rod,  another  a  hearing  aid. 

have  one,  you  push  a  button  and  the  end  a 
the  cane  flies  off  and  exposes  the  dagger." 
What  could  be  more  phallic! 
"What?  The  end  flies  off?  Not  in  my  exl 
perience." 

He  chuckles  softly.  A  mischievous  man) 
he  tends  to  exude  the  sort  of  self-amusemen 
one  might  imagine  Edward  Gibbon  had  ii 
mind  when  he  wrote,  "I  was  never  less  alon« 
than  when  by  myself." 

Which  makes  him  highly  desirable  as 
Washington  dinner  partner  and  raconteur,  a 
he  spins  improbable  tales  about  the  rich  anc 
famous  that  happen  to  be  true  since  Carlson 
was  once  a  television  journalist  in  Californh 
and  was  great  pals  with  a  vast  array  ol 
Hollywood  types,  from  Rosalind  Russell  tc 
Rod  McKuen. 

"Now  this  one,"  he  says,  "is  actually  one 
of  the  finest  pieces  I  have.  It's  worth  a  lot  oi 
money.  It's  a  narwhal  tusk,  silver  inlaid.  It': 
museum  quality,  actually.  This  was  undei 
the  bed." 

"The  bed"  happened  to  belong  to  an  el- 
derly lady  Carlson  met  one  afternoon  in  1984 
while  pounding  the  streets  of  San  Diegc 
during  his  unsuccessful  campaign  for  mayor 
Carlson  happened  to  ask  if  she  had  anj 
canes.  She  had  a  few  wrapped  in  a  towe, 
under  a  bed.  Carlson  discovered  an  intri- 
cately carved  marine  stick  of  ivory  and  sev- 
eral folk  art  canes.  It  was  an  odd  collection, 
for  which  he  paid  $600. 

Over  the  years,  his  travels  have  taken  hirr 
to  lush  places  where  he  indulges  in  his  hunt.  Although  he': 
always  looking  for  a  bargain,  he  did  plunk  down  a  nice 
piece  of  change  for  a  piece  of  memorabilia:  a  cane  given 
to  John  Wilkes  Booth  by  actress  Laura  Keene,  who  was 
appearing  at  Ford's  Theatre  in  Our  American  Cousin  the 
night  Booth  shot  Lincoln. 

He  owns  a  cane  that  belonged  to  Captain  Harry  Brown 
who  accompanied  Lincoln's  coffin  when  it  went  to 
Philadelphia.  He  also  has  one  that  belonged  to  W.C 
Fields,  who  wouldn't  be  caught  dead  in  Philadelphia. 

Carlson  beams,  guiding  his  visitor  through  the  house 
where  the  canes  rest  in  stands  and  cases,  burnished  ar 
tifacts  of  a  bygone  era,  when  a  man's  stick  stood  for 
something. 

He  picks  one  out  and  holds  it  lovingly.  The  appeal  is 
simple.  "It's  well-made,"  he  says.  "It's  mysterious.  It's  con 
nected  to  the  past."  A  boyish  grin,  and  a  low  chuckle. 
"Other  than  the  fact  that  it  looks  like  a  schwatz."  • 


Stephanie  Mansfield  is  a  former  Washington  Post 
reporter  and  author  o/The  Richest  Girl  In  The  World:  The 
Extravagant  Life  And  Fast  Times  Of  Doris  Duke. 
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There  was  no  time  for  games  at  Tokyo's 
Imperial  Hotel.  For  nearly  a  century,  we 
had  welcomed  and  impressed  the  world's 
most  discriminating  travelers.  But  in  October  1964,  some 
exceptionally  demanding  visitors  were  arriving.  Archers  and 
wrestlers  and  equestrians  together.  From  94  nations. 
For  the  first  time  ever  in  Asia. 
Tokyo  was  hosting  the  XVIII  Olympiad. 
Almost  everything  was  ready.  Japan  had  new  hotels,  new 
highways,  and  the  awesome  "bullet  train."  Now,  it  just 
had  to  feed  6,500  of  the 
world's  most  formidable 
athletes.  Not  to  mention  the 
coaches  who  watched  over 
them.  And  the  reporters  who 
watched  everything. 
Four  of  Japan's  most  experienced  hotels  teamed  up  to  help. 
The  Imperial  was  one. 

Immediately,  our  award-winning  chefs  were  put  in 
charge  of  the  Olympic  Village  cafeterias.  Out  went 
our  famous  foie  gras  saute.  In  came  pumpernickel  and 
pasta.  We  assembled  300  cooks  in  12  kitchens. 
Prepared  main  and  supplemental  ethnic  menus. 
And  in  52  days,  served  up  600.000  energizing  meals — 
and  sometimes  four  birthday  cakes  a  day! — breaking 
every  culinary  record  in  Olympic  history. 


(^2uR  FIRST  94-NATION 


DINNER  PARTY  WAS  A 


RUNAWAY  SUCCESS. 


We've  kept  in  peak 
condition  ever  since.  The 
Games  returned  to  Japan 
in  1972,  as  they  will  again, 
to  Nagano,  in  the  winter 
of  1998.  Meanwhile,  The  Imperial 
remains  one  of  the  grandest  hotels  in  Asia.  We  operate  four 
magnificent  locations,  each  with  unrivaled  dining  and 
leisure  facilities.  And  accommodate  so  many  international 
delegations  that  more  flags  are  said  to  fly  from  our  poles 
than  at  the  Foreign  Ministry  itself. 

We  still  enjoy  springing  birthday  treats  on  unsuspecting 
guests  on  such  occasions.  It's  an  old-fashioned  recipe,  we  know, 
but  a  favorite — the  kind  that  continues  to  turn  every  event 
we  host  into  a  surefire  winner.  ^  XUPfS' 
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For  reservations:  The  Imperial  Hotel,  Tokyo:  Tel  81(3)3504-1 25 1 ;  The  Imperial  Hotel,  Osaka:  Tel  81(6)881-1 1 1 1;  The  Bali  Imperial  Hotel  Resort, 
Bali,  Indonesia:  Tel  (62)361-730730;  or  your  nearest  travel  agent.  For  information:  The  Overseas  Sales  Offices  of  the  Imperial  Hotel: 
London:  Tel  (171)355-1775;  New  York:  Tel  (21 2)692-9001 ;  Los  Angeles:  Tel  (213)627-6214. 
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Hair  of  your 
Chinny 


BEARDS  COME  AND  BEARDS 


Chin  Chin 


I  GOT  MY  FIRST  SHAVE  IN  A  BARBER'S 

chair  some  years  ago  in  the  Turkish 
seaside  town  of  Marmaris  from  a 
ten-year-old  who  was  minding  the 
shop  for  the  owner.  While  I  sat  in 
the  chair,  a  little  friend  of  his  plied 
my  wife  with  questions  from  an 
English  textbook  they  had  been 
studying  before  I  arrived.  The  book 
was  evidently  not  a  recent  one,  for 
the  bit  of  dialogue  they  were  work- 
ing on  read:  "Did  you  have  a  good 
day  shopping?"  "Middling;  I  only 
bought  a  hat."  This  made  me 
thoughtful.  If  this  was  their  only 
source  of  English,  and  if  I  hap- 
pened to  see  in  the  mirror  that  the 
young  barber  was  about  to  slit  my 
carotid  artery,  what  were  the 
chances  that  I  could  make  my  ob- 
jections understood? 

My  artery  emerged  unsevered, 
but  it  was  one  of  the  most  painful 
20  minutes  I  ever  spent.  It  felt  as  if 
the  boy  had  peeled  off  the  top  layer 
of  my  skin,  and  then  gone  back  to 


remove  the  next  one  down.  In  his 
favor,  it  was  the  best  shave  I  have 
ever  had — for  48  hours  my  face  was 
as  smooth  as  a  cue  ball — and  the 
process  left  no  actual  blood. 

I  could  not  tell  whether  my  pain 
had  been  caused  by  some  peculiarly 
Turkish  trait — the  sadistic  source 
of  the  odd  behavior  in  Midnight 
Express  and  Lawrence  Of  Arabia — 
or  whether  this  was  what  our 
grandsires  routinely  experienced  in 
their  barber's  chairs,  because  for  an 
American  in  the  ides  of  his  30s, 
getting  shaved  is  a  lost  art.  For 
decades,  most  men  have  worn  nei- 
ther beards  nor  mustaches,  which 
makes  shaving  a  quick,  do-it-your- 
self operation — especially  with  a 
safety  razor  or  an  electric  shaver. 
To  contemplate  a  good  shave  of  a 
tricky  tuft  of  facial  hair,  one  must 
go  abroad,  or  into  the  past. 

Throughout  history,  fashions  in 
shaving  have  flowed  from  smooth 
cheeks  to  bristly  ones  and  back. 


Sometimes  practical  considerations 
dictated  them.  On  the  eve  of  the 
battle  of  Arbela,  Alexander  the 
Great  ordered  his  troops  to  shave 
their  beards,  so  that  the  Persians 
could  not  grab  them  in  hand-to- 
hand  fighting.  (Leaving  your  hair 
long  was  a  sign  of  macho:  how 
could  it  be  grabbed,  unless  you 
turned  and  ran?)  At  other  times, 
trimming  has  had  political  and  so- 
cial ramifications.  Since  Giuseppe 
Garibaldi  sported  a  beard  when  he 
liberated  Italy  in  the  19th  century, 
the  cut-rate  kings  from  whom  he 
was  liberating  it  endorsed  clean- 
shaving,  and  with  such  conviction 
that  one  bearded  French  tourist  in 
Naples  was  hauled  into  a  barber- 
shop and  shaved  by  the  polizia. 
Photius,  a  ninth-century  patriarch 
of  Constantinople,  excommuni- 
cated the  western  church  in  part  be- 
cause it  allowed  its  clergy  to  go 
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bearded.  Photius  may  have  been  pre- 
judiced again  :  cards  because  he  was 
a  eunuch.  Eariier  still,  Stoic  philoso- 
phers in  Greece  wore  untrimmed 
beards,  to  show  what  unworldly  types 
they  were. 

The  greatest  political  uproar  in 
the  history  of  hair,  however,  occurred 
in  R  ussia.  The  early  Russians  were 
partial  to  facial  hair.  Queen 
Elizabeth  I  of  England 
scored  a  diplomatic  coup 
when  she  sent,  as  her  am- 
bassador to  the  court  of  Ivan 
the  Terrible,  one  George 
Kenilworth,  an  Englishman 
whose  honey-colored  beard 
was  five  feet  two  inches 
long.  The  Tsar  was  "de- 
lighted by  it  and  could  not 
resist  playing  with  it  after 
luncheon."  By  the  time  of 
Peter  the  Great,  however, 
fashions  in  Western  Europe 
had  turned  against  beards,  I 
and  Peter,  who  wanted  to 
bring  his  subjects  into  the 
modern  world,  was  deter- 
mined to  follow.  He  shaved 
his  boyars  with  his  own 


once  more  after  World  War  I.  On  our 
side  of  the  Atlantic,  the  presidency 
tracked  the  fashion.  The  first  15  Pres- 
idents, from  George  Washington  to 
James  Buchanan,  were  clean-shaven. 
Nine  of  the  next  n,  from  Abraham 
Lincoln  to  William  Howard  Taft, 
wore  mustaches  or  beards.  Clean 
shaving  returned  to  the  White  House 


Facial  hair  was  going  to  lead  us  to  the 
palace  of  wisdom  by  the  freeway  of 
excess;  it  was  a  revolution  in  one  epi 
dermis.  Now,  except  for  a  few  old 
hippies  making  dulcimers  in  Vermont 
(or  running  software  empires  in 
California),  the  male  baby  boomers, 
with  thinning  hair  and  thinning  ex- 
pectations, go  clean  shaven.  Like  so 
much  about  that  genera- 
tion, not  shaving  was  a 
bust.  The  Sixties  didn't  re- 
make our  cheeks,  much  less 
the  world. 

In  my  youth  I  twice 
grew  mustaches  under  the 
cover  of  thespian  necessity, 
to  play  Nicky  Arnstein  in  a 
high-school  production  of 
Funny  Girl  and  Frederick 
Graham  in  a  college  pro- 
duction of  Kiss  Me,  Kate. 
(Omar  Sharif  wasn't  wor- 
ried; neither  was  Howard 
Keel.)  I  met  my  future  wife 
when  I  was  still  wearing 
the  caterpillar,  though  I 
shaved  it  off  soon  after- 
wards. When  I  showed  up 
one  day  on  her  doorstep, 


THE  IDEAL  SHAVE  IN  TURKEY  IS  CALLED  SINEK  AYDI—  SO  SMOOTH  Tt 


hands,  and  gave  instructions  to  his 
barber  to  shave  them  when  too  much 
vodka  had  put  them  under  the  table. 
Conservative  Russians  raged.  "Where 
will  those  who  shave  their  chins  stand 
at  the  last  day?"  one  churchman 
demanded — "among  the  righteous 
adorned  with  beards,  or  among  the 
beardless  heretics?"  Peter  relented 
only  to  the  extent  of  allowing  his  sub- 
jects to  keep  their  beards  on  payment 
of  a  hundred-ruble  fine.  Those  who 
paid  were  issued  a  medal,  showing  a 
mustache  and  beard  under  a  disem- 
bodied nose. 

The  English-speaking  world  has 
been  in  a  long  period  of  clean-shav- 
ing, beginning  in  about  1700.  During 
the  Crimean  War,  battlefield  condi- 
tions made  shaving  awkward,  and 
England,  making  fashion  out  of  ne- 
cessity, experienced  a  half-century- 
long  resurgence  of  hairy  faces.  But 
chins  and  upper  lips  broke  through 


with  Woodrow  Wilson.  The  last  sig- 
nificant political  facial  hair  was 
Thomas  Dewey's  mustache,  which 
caused  Alice  Roosevelt  Longworth 
to  remark  on  his  resemblance  to  the 
"little  man  on  a  wedding  cake" 
(even  though  Alice's  dad,  Theodore 
Roosevelt,  was  mustachioed  himself). 
When  we  begin  to  elect  woman 
Presidents,  the  trend  to  smooth  faces 
will  be  bolstered,  though  some 
future  Presidentess  might  emulate 
Hatshepsut,  the  female  Pharaoh  of 
the  XVIIIth  Dynasty  who,  like  her 
male  counterparts,  wore  a  false  cere- 
monial beard. 

What  middle-aged  American  can 
forget  his  teenage  facial  hair — the 
scraggly  sideburns,  the  wispy  mus- 
tache, the  scruff  that  barely  covered, 
even  as  it  resembled  the  underlying 
patches  of  acne — and  the  fighting 
issue  it  was?  Allen  Ginsberg  was 
bearded;  so  was  Maynard  G.  Krebs. 


smooth-lipped,  she  told  me  it  was  like 
getting  a  new  man.  Fortunately,  she 
seemed  surprised,  as  if  this  was  some- 
thing that  didn't  happen  every  day. 
Apart  from  those  brief  episodes  of 
hairiness,  almost  every  morning  of  my 
life  since  puberty  I  have  scraped  and 
planed  my  face  with  an  assortment  of 
blades  and  whirring  electronic  de- 
vices, which  left  a  trail  of  nicks  in  their 
path,  and  a  crop  of  five  o'clock  as 
punctual  as  tea  at  Brown's  Hotel. 

When  I  returned  to  Turkey  for  a 
visit  last  year,  I  decided  once  again  to 
put  myself  in  the  hands  of  a  profes- 
sional. This  time  I  went  in  the  com- 
pany of  a  Turkish  friend,  to  avoid  the 
dangers  of  middling  shopping  days 
and  hats.  We  were  in  his  hometown, 
an  agricultural  town  four  hours  south 
of  Ankara  by  bus.  He  took  me  to  a 
hole  in  the  wall  barbershop  with  two 
chairs,  decorated  by  a  calendar  with  a 
girl  in  a  substantial  bikini,  and  the  in- 
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evitable  portrait  of  Kemal  Ataturk. 
The  first  thing  I  learned,  thanks  to 

my  friend's  translating,  was  that  the 

ideal  shave  in  Turkey  is  called  sinek 
,  aydi — so  smooth  that  a  fly  would  slide 

off — and  that  there  are  two  kinds.  If 
.  the  barber  goes  against  the  grain  of 
i  your  beard,  you  get  the  closest  shave, 

but  it  hurts  like  hell.  This  is  what  the 
i  ten-year-old  had  been  selling.  If  he 

goes  with  the  grain,  it  won't  hurt, 

though  you  will  show  a  five  o'clock 

shadow — five  o'clock  of  the  day  after. 

The  barber,  who  looked  like  a 
\  kindly  Hafez  Assad,  began  by  notch- 
\  ing  a  razor  blade  and  fitting  it  into  a 
|  tortoiseshell  handle.  Then  he  lathered 
•  me  up.  After  each  sweep  of  the  blade, 
:  he  wiped  the  foam  onto  the  base  of 
|  the  thumb  of  his  opposite  hand;  every 
j  three  or  four  strokes,  he  shook  the 

buildup  into  the  sink.  He  worked 
.  quickly  and  carefully,  and  when  he 
j,was  finished,  he  did  it  all  over  again, 
|  lest  a  fly  find  a  foothold.  When  he 
|  was  done,  lotion,  cream  and  powder 
|  went  on  my  face  in  successive  appli- 

cations,  like  coats  of  paint  on  a  car. 
I  For  the  climax,  he  took  a  long  Qjtip, 
|  dipped  it  in  flaming  Sterno  and 

'LY  WOULD  SLIDE  OFF. 

\  flicked  it  deftly  in  each  ear,  like  a  con- 
ductor tapping  a  baton,  to  singe  the 
little  hairs.  It  cost  about  the  equiva- 
lent of  two  bits. 

Turks  could  buy  safety  razors  or 
electric  shavers  if  they  wanted  to. 
They  keep  going  to  barbershops 
partly  because  mustaches  are  more 

;  common  among  them  and  require  a 
professional's  skill  to  trim  and  steer 
around.  But  the  main  reason  the 
shave  survives  in  Turkey  is  because  it 
is  a  culture  where  men  pamper  them- 
selves in  little  ways  (Turkish  Delight, 
belly  dancing,  etc.).  American  men 
know  how  to  drink,  drive,  shoot,  play, 
get  and  spend.  When  we  learn  how 
good  it  is  to  do  something  as  simple 
as  soak  in  a  hot  bath,  then  we  may  re- 
discover the  pleasures  of  letting  some- 
one else  take  care  of  our  faces.  • 

Richard  Brookhiser  isaSenior 
Editor  at  the  National  Review. 


We  hope  you'll  come  visit  Tennessee  this  year.  And  if  you  do,  we  hope  you'll  include  a  stop  in  Lynchburg. 

ONE  OF  THE  FEW  THINGS  older  than  Jack 
Daniel's  in  the  state  of  Tennessee  is  the  state 
of  Tennessee. 

At  Jack  Daniel  Distillery,  we're  proud  to  celebrate 
Tennessee's  Bicentennial  this  year.  For  it  wasn't 
long  after  being  granted  statehood  that  Tennessee 
became  known  as  the  home  of  Mr.  Jack 
Daniel  and  his  charcoal-mellowed 
whiskey.  (We  still  use  his  method 
today.  )  Our  great  state  has  seen  many 
changes  in  the  past  200  years.  But  if 
you're  a  whiskey  drinker,  we  think 
you'll  be  glad  Jack  Daniel's  isn't  one 
of  them. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Plaeed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 
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Mine  Is 


By  Paul  Hochman 


Than  Your 

ere  will  always  be  areas  of  life  in  which  size  matters.  Egos,  portfolios,  the  love  of  a  de 
voted  dog — these  things  can't  be  downsized.  Other  areas,  however,  shift  upon  an  evo 
lutionary  tide.  Your  father  dreamt  of  big  steaks  and  100  tons  of '55  Caddy.  You,  on  th 
other  hand,  graze  on  flaky  fish;  your  car  is  done  in  wispy  aluminum  and  kevlar.  Status 
some  matters,  has  today  turned  from  how  much  you  can  afford,  to  how  little. 
Small  is  big.  When  we  read  recently  that  Bell  Labs  had  broken  the  billion-computa 
tions-per-second  barrier  on  a  chip  the  width  of  your  eyelash,  we  went  look 
ing  for  other  technological  miracles.  Herewith,  our  choices  for  th 
smallest,  most  highly  evolved  toys  in  the  universe.  (All  prices  MSRP. 


World's  Smallest 
Fully  Featured 
Microcassette 
Recorder: 
Olympus  L400 
It's  a  fact  of  our  tabloid 
times — the  bigger  the  tape 
deck,  the  more  nervous 
people  get.  So  if  you  want 
to  help  the  victim  forget 
that  you're  taping  their 
every  word,  take  a  look  at 
the  wondrously  small 
Olympus  L4C0  microcas- 
sette recorder.  Barely 
larger  than  the  microcas- 
sette it  plays  (2.9"  x 

2.0"  x  .8"),  the 
L400  still  has  vari- 
able voice  activation, 
auto  reverse  (allowing  up  to 
three  hours  of  continuous 
recording),  feather-touch 
controls,  an  LCD  readout, 


an  end-of-tape  alarm  and 
automatic  shutoff.  The 
recorder's  optional 
Executive  Set  not  only 
comes  with  the  standard 
earphone  and  tape,  it 
also  has  a  remote  control, 
an  AC  power  source  cord, 
an  Italian  leather  case 
and  a  battery.  It  weighs  3.2 
ounces.  Olympus  L400: 
standard  $309,  Executive 
Set  $379;  800-622-6372. 

World's  Smallest 
Advanced 
Photo  System 
(APS)  Camera: 
Canon  ELPH 
The  new  Advanced  Photo 
System  (APS),  which 
has  radically  simplified 
personal  photography,  was 
a  joint  venture  between 
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Canon,  Kodak,  Fuji, 
Minolta  and  Nikon.  But 
the  smallest  APS  camera 
in  the  world  is  made 
only  by  Canon.  Called  the 
ELPH,  it  is  the  size  of  a 
credit  card  and  still  is 
packed  with  features — an 
ultra  durable  stainless 
steel  body,  a  24-48111111 
zoom  lens  with  both  pas- 
sive and  active  autofocus, 
a  built-in  flash 


with  red-eye  reduction, 
and  three  kinds  ol  print 
capability:  classic,  wide- 
angle  and  panoramic.  But 
it's  the  APS  system  that 
really  makes  the  ELPH 
tick.  Just  drop  the  tiny 
APS  film  cartridge  (about 
30%  smaller  than  a  con- 
ventional cartridge)  into 
the  ELPH  through  a 
hatch  in  the  camera's  base; 
the  ELPH  reads  the  opti- 
cal disk  on  the  APS 
cartridge,  au- 
tomatically 


sets  film  speed  in  the  cam- 
era and  winds.  After  you 
finish  the  roll,  it  even 
stores  data  on  the  film  that 
tells  the  film  processor 
how  to  optimally  print  the 
images.  Canon  ELPH: 
$420;  800-OK-CANON. 

World's  Smallest, 
Lightest  Cellular 
Phone:  Motorola 
StarTAC 

A  big  cellular  phone 
used  to  be  a  sign  of  power. 
Now  a  small  one  is. 

Enter  Motorola's  new 
StarTAC,  the  ultimate 
in  power  communication. 
It  is  currently  the  planet's 
smallest,  lightest  cellular 
phone — taking  up  only  5 
cubic  inches  and  weighing 
3.1  ounces — and  yet  it 
delivers  big-phone  perfor- 
mance. Tiny  lithium  ion 


batteries  deliver  up  to  60 
minutes  of  talk  time 
(and  can  be  changed  on 
the  fly  without  interrupt- 
ing a  call).  Heavier, 
optional  batteries  can  de- 
liver up  to  four  hours  of 
talk  time.  The  StarTAC 
also  has  VibraCall,  which 
makes  the  phone  shake 
instead  of  ring.  A  two-line 
display  on  the  phone  has  a 
dedicated  battery,  so  using 
it  won't  detract  from  call 
time.  The  StarTAC  even 
has  a  side-mounted  "smart 
button"  that  makes  access- 
ing menus,  scrolling  and 
placing  and  ending  calls  a 
one-digit  move.  Call  your 
agent.  Motorola  StarTAC: 
$1,100;  800-331-6456. 
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World's  Ss  est, 
Fastest  £ 
Printer: 
Canon  BJC-70 

If  you're  on  the  road  often, 
you  know  what  it's  like 
easing  into  your  business- 
class  seat  at  6:30  a.m., 
pulling  back  from  the  gate, 
lifting  the  complimentary 
coffee  to  your  lips  and 
freaking  out.  You  left  the 
color  printouts  and  over- 
heads on  the  desk!  And 
you  have  a  10:00  meeting 
with  Fenster  in  Detroit! 
Deep  breath.  An  amaz- 
ingly tiny,  utterly  portable 
color  printer,  the  3-lb. 
Canon  BJC-70,  can  bail 
you  out.  Its  dimensions — 
12"  x  6"  x  2" — mean  it  fits 
comfortably  in  a  carry-on 
bag,  but  its  features  barely 
fit  on  the  page:  720  dpi 
and  4pp  per  minute  in 
black  and  white,  360 
dpi  and  .8  pp  per 
minute  in  full 
color,  a  30- 
sheet  auto 


document  feeder  that 
works  with  plain  paper, 
card  stock,  coated  paper, 
transparencies  and  en- 
velopes. No  power  outlet 
on  the  plane,  you  say?  The 
printer  has  a  rechargeable 
NiMH  battery  with  a  200- 
page  life.  Canon  BJC-jo: 
$j2p;  800-848-412J. 

World's  Smallest, 
Lightest  Digital 
Camcorder: 
JVC  GR-DV1 

Early  video  cameras  had 
two  problems.  The  first 
was  the  dimensions — usu- 
ally those  of  a  car  bat- 
tery— which  made  subtlety 
impossible.  Passersby 
would  smile  and  wave  like 
game  show  contestants. 
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The  second  problem  was 
hat  the  more  copies  you 
jnade  of  your  tape,  the 
jvorse  the  video  quality  be- 
i  ame.  Digital  cameras 
i  olved  the  second  problem 
no  quality  is  lost  in  digital 
jeproduction),  and  the 
jVC  GR-DVi  solves  the 
irst.  Palm-sized,  the 
CyberCam  weighs  only  i 
jb.  And  its  picture  quality 
s  stunning.  It  has  digital 
mage  stabilization,  which 
means  the  image  won't 
hake  even  if  you  do,  and 
ligital,  4-channel  sound, 
rlus,  it  has  six  different 
!  hutter  speeds  for  uncon- 
'entional  lighting  needs 
including  low  light),  a 
i  low-motion  feature 
md  three  digital 
coom  settings, 
bp  to  ioox. 


( 


Attach  the  camera  to 
the  supplied  docking  sta- 
tion and  you  can  randomly 
access  up  to  eight  scenes  at 
a  time  and  edit  them  by 
using  a  single  button.  Try 
that  with  a  conventional 
VHS  tape  and  you'll  be 
dipping  into  the  Maalox. 
Now  if  it  could  only 
do  taxes.  JVC  GR-DVi: 
$2,999;  800-252-5722. 

World's  Smallest 
Numerical  Pager 
That's  Also  A  Watch: 
Swatch  The  Beep 

Swatch  has  long  been 
known  for  its  daring  aes- 
thetics. Now  the  company 
has  created  a  watch  with 
the  world's  smallest  nu- 
merical pager  in- 
side. Swatch 


The  Beep  is  the 


size  of  a  standard  wrist- 
watch  but  includes  a  digi- 
tal numerical  display  on 
the  face  to  tell  you  who's 
calling.  There's  even  a 
backup  battery  that  can  be 
switched  in  if  you're 
nowhere  near  a  photo  or 
watch  store.  Swatch  The 
Beep  also  has  a  20-number 
memory  and  a  silent 
mode  function,  and  will 
soon  be  available  in  a 
waterproof  model. 
Swatch  The  Beep:  $99. 
Available  at  all  Swatch  and 
select  retail  stores. 

World's  Smallest 
(Usable)  Personal 
Computer:  US 
Robotics  Pilot  5000 

God  Save  US  Robotics. 
They  have  recently  intro- 
duced the  Pilot  5000,  the 
hottest,  smallest,  simplest 
machine  in  the  Valley. 
The  Pilot  5000  is 
best  defined  by  its 
HotSync  but- 
ton— press  it,  and 


everything  on  your 
computer  is  synced  up 
with  everything  on  your 
Pilot.  Instantly. 

You  can  enter,  edit,  im- 
port and  export  informa- 
tion to  and  from  your 
computer  (or  Pilot)  and 
transfer.  And  do  so  using 
only  one  button.  You  can 
write  on  the  screen  with 
the  stylus  provided,  and  it 
will  understand  you.  Its 
dimensions  are  essentially 
identical  to  a  3"  x  5"  card 
that's  .7"  thick;  it  works 
with  both  Windows  and 
Mac  operating  systems; 
and  it  weighs  just  5.7  ounces 
with  batteries.  With  a  1 
MG  upgrade,  the  pocket- 
sized  computer  will  store 
15,000  messages,  appoint- 
ments, schedules,  phone 
numbers  and  other  neces- 
sities. US  Robotics  Pilot 
5000:  $569;  800-881-7256.  • 
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no  better food  anywhere  than  in... 


The 


By  Geoffrey  Norman 


Photographs  by  Noel  Sutherland 


The  inspiration  came  from  a  man  I  knew  as  "Big  Sugar." 
He  was  my  great-uncle,  Big  Sugar  was,  and  it  was  a  perfectly  descrip- 
tive handle.  He  was  both  big — enormous,  actually,  maybe  even  300 
pounds — and  he  was  also  a  very  sweet  man.  Big  Sugar  liked  the  good 
things  in  life.  He  liked  eating  and  drinking  and  company.  His  wife, 
Meme,  owned  a  restaurant  on  the  Bon  Secour  River  in  south 
Alabama,  where  they  served  some  righteous  food,  especially 
their  gumbo,  and  Big  Sugar  tested  it  regularly  and  liberally  to 
make  sure  it  was  correctly  seasoned.  You  don't  get  to  be  300 
pounds  without  working  at  it. 

Every  now  and  then,  Big  Sugar  would  decide  the  time  was 
right  and  catch  a  boat  downriver  to  Mobile.  From  there,  he 
would  proceed  to  New  Orleans,  where  he  would  stay  for  a  week. 
While  he  was  away,  people  would  say  that  Big  Sugar  had  gone 
to  New  Orleans  on  an  eating  trip. 

In  my  own  poor  way,  I  have  tried  to  honor  Big  Sugar's  mem- 
ory with  the  occasional  New  Orleans  eating  trip.  No  way  could 
I  keep  it  up  for  a  week,  and  no  way  could  I  stay  with  him,  bite 
for  bite,  through  even  one  meal.  But. .  .you  do  the  best  you  can. 

You  need  a  base  of  operations,  and  mine  is  the  Hotel 
Monteleone.  It  is  the  oldest  hotel  in  the  French  Quarter  and 
it  is  the  only  big  hotel  there  that  is  still  family-owned.  The 


Green  tomatoes 
with  remoulade 
sauce  at  Uglesichs; 
cafe  au  /ait  and 
beignets  at  Cafe 
Du  Monde. 
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is  taking  guests  on  tours  to  the  bayou  country  an 
the  plantations  outside  of  the  city.  I  plan  to  mal 
the  trip,  one  of  these  days,  since  Al  says  he  knov 
some  good  restaurants  out  there.  I  believe  hin 
since  he  manifestly  knows  all  the  good  places  t 
eat  inside  the  city. 

.  "What  do  you  think?"  I  said  to  him,  on  my  mo 
recent  eating  trip,  last  October.  My  wife  and  I  ha 
flown  in  that  morning  and  were  ready  for  luncl 
Al  and  I  were  going  over  the  field,  like  a  couple  Q 
horse  players  studying  the  form.  Al  loves  the  trad 

"I  don't  know,"  he  said.  "You  got  anything  pan 
ticular  in  mind?" 

"I  was  thinking  about  Uglesich's." 

Al  touched  his  fingers  to  his  lips  and  rolled  h 
eyes  reverently  toward  the  heavens. 

"None  better,"  he  said.  "Be  sure  you  have  th 
green  tomato  and  remoulade  sauce.  And  take  a  taj 
and  then  call  for  one  from  inside  when  you  ge 
ready  to  go.  (This  last  is  a  depressing  fact  of  li£ 
in  New  Orleans  these  days,  where  crime  is 
growth  industry.) 

Uglesich's  is  in  a  broken-down  clapboard  buik 
ing  in  a  broken-down  neighborhood.  Inside... l 
doesn't  look  much  better.  A  counter  piled  wit 
empty  beer  bottles  and  cleared  dishes.  Menu 
printed  and  scribbled  on  the  wall  behind  th 
counter.  Maybe  a  dozen  non-descript  tables  wif 
unsteady  chairs. 

The  food,  however,  is  fit  for  the  gods.  They'v 
got  a  crawfish  etouffee  that  will  break  your  heart 
but  since  it  wasn't  really  crawfish  season  yet,  w< 
had  oysters  and  potatoes  in  a  bar-b-que  sauce  th 


Do  a  dozen  and  a  Dixie  and  be  right  with  God. 


Monteleones  have  been  running  the  hotel — which  has 
been  lavishly  renovated  recently — since  1886,  and  they 
have  imprinted  upon  it,  and  the  staff,  a  kind  of  gracious- 
ness  and  courtliness  that  you  just  can't  get  in  a  two-week 
training  session.  The  help  at  the  Monteleone  is  friendly 
and  attentive  in  the  fashion  of  the  Old  South,  making  you 
feel  as  though  your  coming  through  the  lobby  that  morn- 
ing on  your  way  out  for  coffee  and  beignets  is  just  about 
the  best  thing  that  has  happened  to  them  in  a  couple  of 
months. 

"Good  mawning,  suh.  And  how  are  you  feeling  today?" 
If  you  weren't  good  already,  you  will  be  after  that 
greeting. 

The  dean  of  all  the  staff  at  the  Monteleone  is  a 
man  named  Hotel  Al.  He  has  been  working  for 
the  Monteleones  for  40  years,  and  while  it  is  ru- 
mored that  he  has  a  last  name,  nobody  knows 
what  it  is.  He  is  known  around  the  Quarter  as  Hotel  Al, 
and  that  is  what  it  says  on  his  business  cards.  His  business 


was  butter  and  pepper  and  lots  of  garlic  and  other  gooc 
things.  Also  the  soft-shelled  crab,  which  isn't  like  an; 
other  soft-shelled  crab  in  the  world.  And  the  green  tomato 
with  remoulade  sauce,  which  Al  had  been  insufficiently  lav- 
ish in  praising.  I  wanted  to  eat  an  oyster  loaf,  but  my  wif« 
wouldn't  let  me. 

"You're  just  getting  started,"  she  said.  "Wait  unti 
tomorrow." 

You  must  always  eat  an  oyster  loaf,  which  consists  o 
fried  oysters  fresh  from  the  grease,  served  on  a  roll  mac 
of  that  wonderful,  soft,  absorbent  bread  they  bake  in  New 
Orleans.  You  must  eat  one  oyster  loaf  on  every  New 
Orleans  eating  trip,  or  you  aren't  doing  it  right. 

"Maybe  we'll  go  to  Eddie's,"  I  said.  I'd  eaten  a  tran- 
scendent oyster  loaf  at  Eddie's,  out  in  Elysian  Fields,  in 
neighborhood  even  more  dubious  than  this  one,  on  a  pre- 
vious eating  trip.  (The  good  news  is  that  Eddie's  has  re- 
cently relocated  to  the  Lake  Forest  Mall.) 

"Someplace  closer,"  my  wife  said.  "How  about  Cas- 
amento's?  It's  right  outside  the  Garden  District." 
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CHOOSE   YOUR  TRAVEL, 


3ack  swimming  suits.  Pack  sunblock.  Pack  golf  clubs.  Pack  your 
<\T&T  Calling  Card.  Because  we  proudly  offer  AT&T  Long 
Distance  Service  for  all  your  AT&T  Calling  Card,  AT&T  Universal 
3ard  and  o  p  e  r  a  t  o  r- a  s  s  i  s  t  e  d  calls.  Even  those  to  the  boss:  Mom. 

!  4  WESTIN  RESORTS  INCLUDING:  THE  WESTIN  RESORT,  HILTON  HEAD  ISLAND, 
"HE  WESTIN  MAUI,  THE  WALT  DISNEY  WORLD  SWAN,  ORLANDO,  THE  WESTIN 
MISSION   HILLS   RESORT,   RANCHO   MIRAGE,   THE  WESTIN   LA   PALOMA,  TUCSON. 


BUT  THEY  STILL 
REPORT    TO  MO 

M 


West! 

HOTELS  8.  RESO 


Call  your  travel  agent  or 

1  -800-WESTIN-1 

WWW.WESTIN.COM 


"Absolu;  '  That  settled,  we  got  a  cab  back  to  the 
Monteleoi;  re  there  were  flowers  and  fresh  fruit 

waiting  for  ■  in  our  room.  We  wanted  to  rest  up  for 
the  c  But  first  I  had  to  report  to  Hotel  Al  for  a 

debriefing. 

"Was  it  like  1  told  you?" 
"Better." 

"That's  good,"  Al  said.  "Now  tonight,  I  want  you  to  try 
NOLA." 

So  after  a  nap  and  a  Sazerac  from  the  Monteleone 
Bar,  we  walked  four  or  five  blocks  to  NOLA,  where 
Chef  Emeril  Lagasse  is  busy  reenergizing  New  Orleans 
cooking.  I  ordered,  among  other  things,  a  bowl  of 
gumbo.  Now,  roux-based  gumbo  is  one  of  those  things 
that  varies  all  over  the  map  depending  on  how  you  sea- 
son it,  but  the  basic,  fundamental  thing  with  the  okra 
and  the  seafood  and  the  andouille  sausage... that  doesn't 
change  because  it  doesn't  need  to.  It  is  rank  and  dark 
and  savory  as  the  bayou  country,  and  if  you  don't  like 


it  the  way  it  is,  then  go  eat  beef  stew. 

The  gumbo  at  NOLA  had  all  the  old,  reliable  flavor? 
and  aromas  and  a  little  something  extra,  something  in  tht 
seasoning  that  I  couldn't  name  but  that  made  that  gumbc 
sit  up  and  talk  to  you. 

"That's  special,"  I  said.  "I  believe  Big  Sugar,  himself 
could  buy  into  this  gumbo." 

"High  praise,"  my  wife  said. 

"The  highest." 

Everything  else  was  also  that  good.  The  duck.  The  red- 
fish.  And  the  spinach  and  oyster  salad,  which  is  the  latest 
way  of  mixing  those  two  things  in  New  Orleans  where 
they  have  done  pretty  well,  over  the  years,  with  oysters 
Rockefeller.  That  salad  was  sublime. 

After  some  coffee,  we  walked  around  the  Quarter,  with 
its  hootchy-cootchy  shows  and  other  trashy  attractions 
until  we  couldn't  stand  it  anymore. 

"Beignets  for  breakfast?" 

"Unless  you're  up  for  Brennans." 


Gumbo  is  rank  and  dark  and  savory  as  the  bayou 
country,  and  if  you  dont  like  it  the  way  it  is,  then 

go  eat  beef  stew. 


^  ^        the  vulgaril 


"Not  this  trip,"  I  said.'Tf  I  have  eggs  Hussard 
and  champagne  in  the  morning,  then  there  is  no 
way  I  can  handle  an  oyster  loaf  and  a  Dixie  beer 
at  lunch." 

Hotel  Al  nodded  while  he  listened  to  my 
after-action  report  from  NOLA. 

"What  about  lunch?"  he  said.  I  told  him  we 
were  thinking  about  Casamento's. 

"Excellent,"  he  said,  and  told  us  he  hoped  we 
slept  well. 

Breakfast... well,  you  know,  cafe  au  lait  and 
beignets  at  the  Cafe  Du  Monde.  Powdered  sugar 
on  your  chin  and  the  front  of  your  shirt.  A  walk 
down  to  the  market  and  a  stroll  around  the 
Quarter,  which  manages  to  look  even  seedier  in 
the  daylight.  You  wonder  if  there  is  any  limit  to 
ty  of  the  local  T-shirt  industry. 
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t  Casamento's,  I  eat  a  dozen  oysters 
raw  while  I  wait  for  my  oyster  loaf. 
The  oysters  have  that  ineffable  taste 
of  salt,  copper  and  something  else. 
New  Orleans  and  oysters  seem  to  go  together, 
and  you  can  make  up  your  own  honor  roll  of  New 
Orleans  oyster  houses — Felix's,  the  Acme,  Pearl. 

Do  a  dozen  and  a  Dixie 
Gumbo,  at  NOLA.      and  be  right  with  God. 


The  Casamento  oyster  loaf  is  austere  and  al- 
most minimalist  in  nature.  In  the  locutions  of 
New  Orleans,  it  is  "undressed."  This  means — 
itio  lettuce,  no  sauce,  nothing  but  perfectly  fried 
oysters  between  two  slices  of  bread. 

"Well?"  my  wife  says. 

"Eddie's  by  a  nose,"  I  say,  "but  it  may  be  too 
dose  to  call.  Maybe  we  should  run  out  there  and 
do  a  comparison." 

"You're  sick." 

We  do  not  drive  out  to  Eddie's.  This  trip  we 
will  eat  no  oyster  dressing,  no  red  beans  and  rice, 
no  fried  chicken.  It  seems  so  sad.  Tragic,  almost. 

"What  about  tonight?"  Al  says,  back  at 
the  hotel. 

"I  don't  know,  Al.  It  seems  like  a  crime  to 
swing  through  New  Orleans  and  not  eat  a  sin- 
gle bar-b-que  shrimp." 

"Yeah,  I  know.  And  Pascal's  Manale  is  as  good  as  it's 
ever  been." 

"Were  they  down?" 

"Couple  of  years.  But  they  came  all  the  way  back.  And, 
then,  you  could  drive  across  the  Huey  P.  Long  Bridge  and 
go  to  Mosca's." 

"That,"  I  say,  "would  be  like  dying  and  going  to  heaven. 
But  we're  meeting  a  friend  at  Galatoire's." 

"Well,  it  ain't  like  you're  going  to  be  suffering." 
At  Galatoire's  the  grilled  pompano  was  as  good  as  it  has 


been  for  a  million  years.  Good 
enough  to  make  me  put  those  fat 
Gulf  shrimp — swimming  in  a 
bowl  of  sauce  that  was  all  butter 
and  garlic  and  hot  pepper,  and 
that  I  soaked  up  with  big  chunks 
of  soft  New  Orleans  bread,  taking 
in  enough  cholesterol  to  give  an  ox 
a  coronary — right  out  of  my  mind. 
I  had  a  cup  custard  for  dessert  to 
ease  the  pain. 

I  woke  up  knowing  it  was  time 
to  go,  since  I  had  no  appetite.  Not 
even  for  beignets. 

"I'm  just  not  the  man  Big  Sugar 
was,"  I  said,  sadly. 

"Not  even  two  thirds  of  him," 
my  wife  said. 
"I  did  the  best  I  could.  Honest." 
"I  know,"  she  said.  "And  your  best  was  pretty  good." 
Al  helped  us  with  our  luggage.  On  the  way  out  of  town, 
I  stopped  off  at  Central  Grocery  on  Decatur  and  picked  up 
a  muffaletta.  World's  greatest  sandwich — made  with 
salami,  ham,  provolone,  mortadella  and  spiced  olives  on 
a  round  loaf  of  bread  that  is  liberally  soaked  with  olive  oil. 

"Now  if  we  get  hungry  on  the  way,"  I  said,  "we  won't 
have  to  stop  at  no  damned  golden  arches." 
"Good  thinking.  Big  Sugar  would  be  proud."  • 


Muffaletta  sandwich,  from 
Central  Grocery. 


Strike  While 
The  Platinum 
is  Hot 


When  platinum 
sold  at  a  $200 
premium  over  gold, 
there  was  a  decision  to  make. 
Now  that  the  premium  is  less 
than  $10,  it's  your  only  choice. 

1-800-BULLION 

Please  ask  for  Extension  131 

Blanchard 


Usually  platinum  trades  at  a  much  higher  price  than  gold. 
Platinum's  greater  value  is  a  reflection  of  it  being  more  than  20  times 
rarer  than  gold  and  in  high  demand  as  one  of  the  most  essential 
industrial  commodities  in  the  world. 

Platinum  has  traded  for  as  much  as  $200/oz.over  gold 

However,  platinum  and  gold  are  currently  trading  for  about 
the  same  price.  Historically,  when  this  unusual  situation  has  occurred, 
it  has  signalled  a  rally  in  the  price  of  platinum. 

Investor  interest  in  platinum  has  been  growing  as  sophisticated 
investors  learn  more  about  platinum's  unique  supply/demand 
fundamentals.  Because  platinum  is  the  essential  element  in  the  war 
against  pollution,  demand  is  higher  than  ever  and  experts  are 
predicting  a  tightening  market.  You  should  seize  the  opportunity  to 
acquire  platinum  for  about  the  same  price  as  gold  today,  because  this 
situation  may  not  last  long.  Make  your  move.  Before  platinum  does. 

The  Maple  Leaf 
The  World's  Bullion  Coin  Standard 

One  of  the  most  practical  and  secure  ways  to  invest  in  platinum  is 
Canada's  Platinum  Maple  Leaf.  Blanchard  and  Company,  America's 
largest  full-service  precious  metals  dealer,  sells  Platinum  Maple  Leafs  at 
just  1%  over  cost. 


Limousine 


A  Short  History 

A  trunkful  of  tales from  the  extended  annals  of  the  cars  of  the  carriage  trade 
Written  and  illustrated  by  Bruce  McCall 
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he  limousine  is  named  after  the  tiny  Alsatian  com- 
munity of  Limouse,  where  an  extra-long-wheel- 
MsSM  base  Renault  landau  attempting  a  turn  wedged 
pelf  between  the  wishing  well  and  the  statue  of  Zola  in 
he  village  square  in  1909  and  stayed  jammed  there  for  two 
rears.  The  first  true  limousine  had  predated  this  more  no- 
orious  version  by  several  years,  in  1904,  when  the  Belgian 
:oachbuilder  Van  der  Zump  welded  together  a  railway  car- 
iage  with  a  Mercedes  at  either  end  for  His  Majesty  King 
/Vaslo  of  Ruritania,  the  noted  "Kegling  King." 

Crowned  heads  were  the  primary  customers  for  the 
>versized  passenger  car  until  the  years  following  the  Great 
/Var.  Then  a  returning  American  doughboy  brought  the 
dea  home  to  Kansas  City,  and  in  1922  his  Kan-Kar  Koach 
Company  introduced  the  62-foot,  five-ton  Komet — not 
mly  the  first  U.S. -built  limo  but  the  first  rocket-engined 
production  car.  Sued  after  its  bank  president  owner  and  the 
Comet  vanished  on  the  first  drive  and  were  never  seen 
igain,  Kan-Kar  did  ditto.  But  though  the  prototype  had 
lematerialized,  the  limousine  had  arrived.  Moguls  and 
:elebrities  by  the  score  were  soon  lording  it  over  the  com- 
non  herd  aboard  their  elongated  autos. 

The  apogee  of  American  limo-mania  was  reached  in 
Chicago  in  1935,  with  the  78-foot  Chrysler  Airflow-based 
:ustom  model  (shown  above)  commissioned  by  Iphogene 
haddock,  wife  of  the  scion  of  the  Haddock  fat-rendering 


fortune  and  the  reigning  grand  dame  of  Windy  City  cul- 
ture. Mrs.  Haddock,  dachshund  fancier  par  excellence,  had 
ordered  her  limousine  outfitted  with  air-cooled  kennels  and 
a  dog  run  so  she  could  bring  along  her  menagerie  and  keep 
them  close  enough  to  visit  during  intermission  on  opera 
evenings.  Faced  with  a  vehicle  too  long  to  negotiate  city  cor- 
ners, the  engineers  solved  the  problem  with  a  unique  dou- 
ble-ended design.  The  limousine  never  had  to  turn.  The 
Haddocks  were  conveyed  downtown  to  the  Illinois  Theatre 
from  their  North  Shore  mansion  in  a  straight  line,  chauf- 
feur at  the  south-end  controls;  after  waiting  at  curbside  dur- 
ing the  performance,  he  simply  switched  to  the  north-end 
driving  position  for  the  run  back  home. 

All  well  and  good — until  the  night  in  1937  when,  exiting 
the  Illinois  Theatre,  Mrs.  Haddock  ordered  the  chauffeur 
to  head  south:  one  of  her  dachshunds,  she  claimed,  wanted 
takeout  from  an  all-night  Clark  Street  German  deli- 
catessen. Mr.  Haddock,  no  dog  lover,  balked.  The  two 
bickered  and  were  soon  trading  blows.  Amid  the  melee  the 
peckish  pooch  escaped,  never  to  be  seen  again.  A  heart- 
broken Iphogene  Haddock  blamed  the  limousine.  It  dis- 
appeared soon  afterward.  Just  last  year,  however,  Dr. 
Robert  Ballard  and  his  underwater  exploration  team  re- 
ported that  they  had  located  "a  long,  dachshund-like  metal 
shape"  in  the  waters  of  Lake  Michigan,  and  Chicagoans 
anxiously  await  this  summer's  dive. 
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The  Ri       Duumvirate  of  the 
ublic  of  Zug 

tiosine" 

1968 

The  infamous  1968  "Days  Of  Rico- 
chets" created  a  unique  joint  leadership  be- 
tween archrival  Generals  Vorp  and  Kez  in  the 
tiny  Balkan  state  of  Zug — and  a  unique  "du- 
osine,"  two  Grand  Mercedes  600  Pullmans, 
joined,  so  to  say,  at  the  hip,  for  travel  to  and 
from  official  state  occasions.  It  was  the  only 
solution  for  two  co-heads  of  state  who  bitterly 
despised  and  distrusted  each  other  but  de- 
manded precisely  equal  perks.  The  streets  of 
Guz,  the  capital,  were  cleared  of  all  traffic  to 
make  room  for  the  15-foot-wide  Duosine  as  it 
sped  along  on  official  missions — and,  tragi- 
cally soon,  cleared  too  of  all  traffic  policemen. 
But  it  proved  to  be  tiny  Zug's  salvation.  The 
bloody  "Revolt  Of  The  Whistleblowers"  in 
1969  toppled  the  two  strongmen.  Today,  the 
constitution  ordains  that  the  leader — or  lead- 
ers— take  the  bus. 

The  Beamish 

"Pentazine" 

1932 

Rex  Beamish  claimed  to  have  in- 
vented  the  penthouse  limousine,  or  "Pent- 
azine," as  his  brochures  called  it,  to  give 
millionaires  of  the  day  a  lush  and  giddy  rid- 
ing life  high  above  the  rooftops  of  everyday 
automobiles.  Wily,  wicked  Beamish!  Onlv 
after  dozens  had  been  built  and  sold  to  New 
York's  wealthy — and  quickly  became  the 
scenes  of  a  serial  crime  wave — did  the  truth 
emerge.  Rex  Beamish,  alias  "The  Cat  Man 
Of  Manhattan,"  had  built  and  sold  the  gawky 
autos  in  an  ingenious  plot  to  further  his  real 
career  as  a  second-story  man.  Waiting  on  a 
highway  overpass  for  a  Pentazine  to  appear, 
the  masked  Beamish  would  leap  down  onto 
the  roof  and  rob  the  helpless  passengers  of 
cash  and  jewels,  before  making  a  clean  get- 
away onto  the  roof  of  an  accomplice-driven 
car.  His  unwitting  leap  onto  the  roof  of  a 
plainclothes  police  car  on  the  Vanderbilt 
Parkway  was  a  mark  of  Beamish's  hubris. 
And  finis  to  his  career. 
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You've  always  heard  owning  a  Mercedes  made  a  statement.  (Even  though 
you  bought  the  car  entirely  for  the  engineering,  of  course.)  Well,  now  you  can 
make  another  one.  With  these  handsome  leather  designs  made  exclusively 
for  Mercedes-Benz  by  Bally  of  Switzerland.  What  kind  of  statement  could 
this  make?  My  other  Mercedes  is  a  handbag,  comes  to  mind.  Hmmm. 
Sounds  like  there's  an  idea  for  a  bumper  sticker  in  there  somewhere. 


TheFleagle 

"Flying  Boardroom" 


1928 


King  E.  Fleagle  was  growing  weary  of  mid- 
night  moves  from  one  Indianapolis  office  suite  to  another. 
Subpoenas,  lawyers'  letters — the  Twenties  penny-stock 
manipulator  found  himself  besieged  enough  at  the  height 
of  his  operations  that  fixed  business  quarters  posed  a  major 
nuisance,  if  not  a  threat  to  his  continuing  in  business. 

His  ingenious  solution:  the  first  100%  mobile  head  of- 
fice in  history.  Fleagle  and  his  loyal  staff  of  assistants  and 
secretaries  set  up  shop  on  wheels,  in  a  converted  Pierce- 
Arrow  limousine  chauffeured  by  an  ex-Indianapolis  500 
race  driver.  The  "Flying  Boardroom,"  camouflaged  with 
an  alfalfa-green  paint  job  as  it  roamed  the  rural  Indiana 
outback  during  office  hours,  was  too  moving  a  target  for 


the  F.B.I,  to  follow.  And  too  fast  for  the  local  constabu 
lary  in  their  Model  T's  to  catch.  Meanwhile,  supersales 
man  Fleagle,  in  lightning  60-second  cold  calls,  inveiglei 
innocent  farm  folk  from  Valparaiso  to  Muncie  to  inves 
in  his  get-rich-quick  schemes,  and  was  gone  before  the 
could  read  the  fine  print. 

It  wasn't  the  Crash  of  '29  but  the  Crash  of  '28  tha 
brought  King  Fleagle  down.  On  a  highway  just  outsid 
Bloomington  in  June  of  that  year,  the  dangerously  imbal 
anced  Pierce-Arrow  hit  a  sudden  manure  slick  at  9* 
m.p.h.,  swerved,  overturned  and  burst  into  flames.  Fleagl 
and  his  staff  escaped,  but  more  than  $2  million  in  cash 
sewn  into  the  headliner,  went  up  in  smoke.  • 
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Contax  G2 


llei  Prego  90  AF 

hpact  with  a  host  of  powerful  features: 
feade  Schneider-Kreuzriach  Variogon 
Siniii  zoom  with  step-zoom  functions, 

infrared  autofocus  w/focus  lock  4;  auto 
p,  auto  exposure  control,  electronic 

;  ned  shutter,  infinity  sw  itch.  10  sec. 

mer.  and  multi-function  auto  flash 
•ed-ev  e  reduction.  \\  ow! 

19 
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msung  l-±5  Zoom 

t-power  38-145mm  compact  zoom 
■a  with  Schneider  Varioplan  lens  for 
who  seek  the  hest  quality  and  perfor- 

Loaded  with  functions  like  intelligent 
ng  modes  (fuzzy,  portrait,  step  zoom): 
fill-in.  off  and  pre-flash  for  red-eye 
lion:  backlight  control;  multi  auto-focus: 
h  more. 
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non 


e  Di  iginal — the  world  s  smallest  and 
[elegant  zoom  camera  with  a  24-48mm 
Iwer  zoom  lens,  all  the  amazing  features 
Ivanced  Photo  Svsiem  technology,  razor 
•  Hybrid  Autofocus  and  sophisticated 
options,  including  Red  Lve  Reduction, 
ivailable  Infrared  Remote  Control. 
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nica  BM  630Z  Zoom 

revolutionarv  new  generation  ol  compact 
ras  includes  such  innovative  features  as 
film  loading  (just  drop  it  in).  a\ailal>ilil\ 
lifferenl  prim  si/i>  from  same  film 
dge.  Index  Print  feature  allows  safe  tiling 
prints  miniature  versions)  and  makes 
ing  reprints  painless,  as  well  as  the  red-eye 
linn.  30-60mm  local  lengths  (2xZoom), 
-v  iew  Portrait  and  Infinity  modes. 

79 


-VII  the  features 
lour  frames  pei 


.fthe'GI 
econd  in 
top  shutter  - 
up  to  1/6000  sec..  \  svm 
1/200  sec.  an  extended  I 
autofocus  svstern  and  six 
Carl  Zeiss  f*  lenses.  Ras 
optional.  Carl  Zeiss  Plan; 
45mm  (2.0  lens  s339. 
( kmtax  G2  Body. 
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hat 
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awi" 
h 


dsof 


ne 

ome 


s1569 


FALL  INTO 

BIG 

IAVINGS 

WILLOTTGHBYS! 

1-800-EST-1898 


Leica  Minilux 

Luxury  in  the  palm  of  your  hand.  Features: 
leather-trim  titanium  body,  40mm  f/2.-t 
Summaril  lens,  auto-focus,  auto  and  manual 
program  modes,  built-in  flash  with  Red-Eye 
Reduction,  auto  film  advance  and  rew  ind, 
exposure  correction,  and  more. 


s899 


Since  1898, 
we've  been 
bringing  you  the 
latest  technology 
in  photographic 
equipment.  Find 
everything  from 
the  latest 
Advanced  Photo 
System  cameras 
and  film  to  the 
most  innovative 
digital  camer  a 
equipment  at 
New  York  (  ily's 
oldest  and  most 
trusted  camera 
store.  Call  us 
toll-free  or  visit 
our  New  York 
showroom. 


Sony  TRV21 

V  new  slim  design,  weighing  under  2  lbs.,  vet 
inch  amazing  features:  2.5"  Swivel-Screen 
display  (see  yourself  while  taping).  Worry-Free 
Recording   svMrm  'gel  5  hi  s.  of  recording 
from  I  tape/battery).  Precision  2-tx  Digital 
Zoom.  SteadvShot*  Picture  Stabilization, 
Digital  Noise  Reduction,  and  more  for  only 

s899 


Fuji  Endeavor 
300Zoom 

A  top-of-the-line  3x  zoom  camera  for  a  new 
age  of  photography — Advanced  Photo  System. 
Unbelievably  slim  with  zoom  range  from 
30-90mm  (equivalent  to  38-112mm  in  35mm 
formal),  multi-programmed  flash,  night 
portrait,  red-eye  reductions  4c  flash  off  modes, 
auto  exposure,  autofocus  with  autofocus  luck, 
auto  film  speed  selling.  Vlsn  innovative  APS 
features  like  drop-in  loading  and  3  prim 
formats,  special  modes  for  landscape  photo- 
graph) and  close-ups,  anil  digital  possibilities. 

$320 

Pentax  IQ  160  Zoom 

A  combination  of  exceptional  image  qualilv  and  utmost 
versatility  in  a  compact  camera  w  ith  high-power  state- 
of-the-art  38-160mm  zoom  lens  full  of  features:  160mm 
tele-photo  capability,  amazing  -f.2-times  zoom  ratio, 
high-precision  autofocus,  wide/spot  switchable  locus  frame, 
unfailing  multi-pattern  metering,  red-eye  reduction,  panorama  SQQO 
mode  w  ith  mid-roll  sw  itching,  and  much  more!  Reg.  Price  5369  -$30  Rebate  OOJ 


Ricoh  RDC-2 
Multimedia 
Digital  Camera 

bring  images  in  life  by  capturing  the  move- 
ment ami  sound  of  your  subjects.  Cei  high  res 
images,  sharpness  and  color  accuracy,  send 
talking  pictures  over  the  internet,  make  mulii- 
media  presentations,  communicate  in  ways 
never  before  possible!  Monitor  included, 

$999 


136  W.  32ndSt.,  NYC  212-564-1600  (across  from  Penn  Station) 
50E.  42ml  St.,  NYC  212-681-7844  (across  from  Grand  Central  Station) 
CORPORATE  [CCOl  WS  WELCOME  -  please  contact  \athan  @  t -800-229- 8999  •  \ext  Day  shipping  available 

1'ftONE  ORDER  TOLL  FREE  1- 800-378-1898 


MADE 


Custom  gifts  give  meaning  to  the  phrase  personalized  service 
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In  a  nutshell,  The  ISew  Republics 
mission  is  to  quash  conventional 
thinking.  Eaeh  week,  our  topics 
include  politics,  hooks,  theater, 
movies,  the  arts.  Our  writers  are 
provocative,  funny,  hrilliant, 
unpredictahle,  ami  utterly  origi- 
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Until  A  Cure 
Is  Found 

Science  And  The  Five-Star  Hangover 


m 


an,  being  reasonable,  must 
get  drunk,"  noted  Lord  Byron  centuries  ago, 
and  it  has  been  ever  thus  since  some  ancient 
human  first  left  a  pile  of  crushed  grapes  to 
fester  for  a  while,  took  a  swig,  and  eventually 
wound  up  with  a  caveman  version  of  a  lamp- 
shade on  his  head — followed  by  the  first 
(hangover  in  human  history.  Despite  this  long 
legacy  of  intoxication,  the  process  of  getting 
a  few  sheets  to  the  wind  and  waking  up  with 
a  sore  head  has  received  little  scientific  scrutiny,  perhaps 
(because,  as  one  researcher  suggested,  it  mainly  occurs  on 
Sunday  mornings,  when  physicians  are  otherwise  disposed. 
[Still,  there  are  bits  and  pieces  than  can  be  pulled  together, 
notes  John  Emsley,  a  chemist  at  London's  Imperial 
(College,  in  a  recent  article  titled  "Through  A  Chemist's 
Eyes:  A  Dispassionate  Look  At  Alcohol." 

Sadly,  the  reports  are  somewhat  grim:  there  is  no  sure- 
fire preventative  for  getting  bombed,  nor  cure  for  its  sec- 
ond act,  a  killer  hangover  (other  than  not  drinking,  which 
is  beside  the  point).  Still,  a  little  science  on  your  side  can 
help  you  as  you  belly  up  to  the  bar  or,  the  next  morning, 
awake  with  a  screaming  headache,  a  profound  sense  of 
nausea  and  a  tongue  the  consistency  of  wool.  There  are  a 
few  tricks  to  ease  the  experience,  and  at  the  very  least,  you'll 
have  the  license  number  of  the  truck  that  hit  you. 

Your  body  is  no  stranger  to  alcohol — tiny  amounts  of  it 


are  produced  naturally  by  bacteria  and  yeasts  in  your  body 
all  the  time.  To  deal  with  this,  as  well  as  the  double  shot  of 
whiskey  you  pour  down  your  gullet,  the  body  uses  an  en- 
zyme in  the  stomach  and  liver  that  converts  the  alcohol  to 
another  substance,  called  acetaldehyde.  It  has  a  nice  sym- 
metry to  it:  alcohol  makes  you  drunk,  and  the  buildup  of 
acetaldehyde  gives  you  a  hangover  the  next  day.  Your  body 
can  burn  off  about  a  half-ounce  of  pure  alcohol — about  the 
amount  in  a  single  drink — in  an  hour.  Women  have  less  of 
this  enzyme  in  their  bodies  (as  do  Japanese  and  Native 
American  men),  and  so  they  get  drunk  faster. 

What  you  drink  has  little  bearing  on  how  fast  or  how 
much  you  get  intoxicated.  Simple  mathematics  demon- 
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strates  that  a  >unce  beer  (which  is  5%  alco 
hoi)  contain'  about  a  half-ounce  of  alcohol; 
the  same  is  true  for  a  five-ounce  glass  of wine 
(which  Is  [2%  alcohol)  or  a  one-and-a-half- 
oupcc  shot  of  80-proof  whisky  (which  is  40%  al- 
cohol;. 1  hus,  knocking  back  three  beers  in  an  hour  is  the 
l  inking  three  martinis  over  the  same  time:  it  puts 
the  same  amount  of  alcohol  in  your  system  and  gets  you 
just  as  intoxicated. 


glasses  of  wine,  for  instance,  you'll 
lose  twice  that  much  liq- 
uid at  the  other  end.  As 
your  body  begins  to  break 
down  alcohol  into  acetaldehyde,  this 
molecule  starts  to  dilate  the  blood  vessels  in  your  skin, 
making  you  feel  warm  and  flushed.  (And  you  wind  up  los- 
ing more  heat  from  your  body — the  brandy  from  the 
proverbial  St.  Bernard  rescue  dog  would  only  hasten  a 


The  Chinese  drink  tea  brewed  from  spinacl 

bananas  with  red  meat.  The  Swis 


In  fact,  drinking  whiskey  neat  or  a  very  dry  martini 
might  actually  give  you  a  slight  advantage,  because  it  slows 
down  the  speed  at  which  the  booze  goes  to  your  head. 
About  20%  -30%  of  the  alcohol  you  drink  is  absorbed  into 
your  blood  through  the  stomach;  the  rest  is  absorbed 
through  the  small  intestine,  and  there  the  rate  of  absorp- 
tion into  the  blood  is  much  faster.  But  to  get  to  the  small 
intestine,  the  drink  has  to  pass  through  a  valve  in  the  stom- 
ach that  is  shut  off  when  it  encounters  a  drink  with  greater 
than  30%  alcohol.  So  drinking  small  amounts  of  high-oc- 
tane spirits  might  actually  cause  the  drink  to  remain  in  the 
stomach  longer,  delaying  the  process  of  inebriation — 
though  it  won't  eliminate  it.  Of  course,  this  little  valve 
kicks  in  because  the  body  knows  that  alcohol  is  a  poison: 
drinking  a  whole  bottle  of  booze  at  a  single  sitting  can 
kill — and  has  killed — people.  This  valve  also  is  responsi- 
ble for  the  infamous  "praying  at  the  porcelain  altar"  that 
occurs  when  you  go  way  over  your  limit — eventually,  the 
body  rejects  the  poison. 

One  way  to  slow  down  the  effects  of  alcohol  is  to  eat  a 
meal  or  drink  a  glass  of  milk  before  setting  out  to  the  local, 
because  food  absorbs  the  alcohol  and  slows  its  entering 
into  your  bloodstream.  Another  is  to  eat  a  bit  of  fruit  or 
honey:  both  contain  fructose,  a  natural  sugar  that  suppos- 
edly speeds  up  the  body's  ability  to  burn  off  alcohol.  There 
is  no  evidence  that  vitamins  help  retard  alcohol's  effects. 

One  thing  that  definitelv  doesn't  work  is  aspirin.  A  re- 
cent study  revealed  that  men  who  took  two  aspirin  before 
having  a  shot  of  whiskey  absorbed  from  40%  to  100%  more 
alcohol  into  their  blood — nearly  over  the  legal  driving  limit 
with  a  single  drink.  Apparently,  aspirin  inhibits  the  action 
of  the  enzyme  that  breaks  down  alcohol. 

Once  in  your  bloodstream,  alcohol  travels  to  various 
parts  of  your  body  and  begins  to  work  its  wonders.  It  re- 
places water  molecules  in  the  nerve  cells  in  your  brain, 
slowing  down  their  signaling  power  (and  hence  your 
thought  processes  and  reaction  times).  It  changes  the  den- 
sity of  the  tissue  in  your  inner  ear,  fouling  the  balancing  act 
this  organ  performs  and  resulting  in  a  stagger  when  you 
walk.  It  breaks  down  your  body's  molecular  energy  stores, 
making  you  hungry.  It  also  shuts  down  production  of  a 
hormone  that  helps  your  body  reabsorb  water.  The  result 
is  you'll  be  going  to  the  bathroom  a  lot:  if  you  drink  two 


stranded  skier's  demise.) 

All  these  bodily  reactions  send  you  on  your  way  to  a 
morning  of  abject  gloom.  As  Boswell  described  it  in  1763, 
"a  bottle  of  thick  English  port  is  a  very  heavy  and  very  in- 
flammatorv  dose... and  this  morning  it  was  boiling  in  my 
veins."  Dilated  blood  vessels  in  your  brain  make  your  head 
pound.  Your  body's  nightlong  binge  of  throwing  water 
overboard  has  left  you  dehydrated  and  your  tongue  dry. 
You  may  be  hungry  and  nauseous  at  the  same  time. 
Alcohol  disrupts  the  kind  of  deep,  restful,  early  sleep  in 
which  we  dream,  meaning  that  you  feel  tired.  Yet  as  the 
alcohol  in  your  body  diminishes,  the  body  responds  by  re- 
leasing adrenaline,  making  you  restless  and  insomniac.  A 
bad  hangover  can  even  impair  your  driving:  several  studies 
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have  shown  that  even  though  alcohol  is  no  longer  in  a  per- 
son's blood  stream,  reaction  times  can  still  be  slowed  well 
into  the  next  day. 

The  intensity  and  particulars  of  a  hangover  depend  a 
lot  on  the  individual.  One  thing  that  can  make  hangovers 
worse  for  some  is  their  reaction  to  so-called  "congeners." 
These  are  the  800  or  so  tiny  bits  of  chemistry  that  might 
come  along  for  the  ride  in  a  bottle  of  booze:  they  may  arise 
from  aging  the  liquor  in  a  wooden  keg  or  some  other  part 

e  Germans  eat 

ck  on  a  can  of  oxygen. 

of  the  fermentation  or  spirit-making  process.  These  con- 
geners are  not  there  just  to  make  sure  you  feel  lousy  the 
next  day:  alcohol  itself  is  tasteless,  and  these  chemicals  are 
essential  to  making  a  good  whiskey  good,  giving  a  drink  its 
color,  flavor  and  character.  Vodka,  which  is  the  liquor  that 
comes  closest  to  being  simply  alcohol  mixed  with  water, 
has  the  fewest  congeners,  followed  by  gin,  which  uses 
herbs  and  spices  to  give  the  liquid  its  unique  flavor. 
Blended  scotch  has  four  times  as  many  of  these  chemicals 
as  gin;  brandy,  rum  and  single  malts  have  about  six  times 
as  many,  and  bourbon  has  eight  times  as  many.  Using 
color  alone  to  judge  the  congener  kick  in  a  drink  can 
be  a  bit  misleading,  however,  since  some  whiskeys 
and  rums  add  a  caramel  to  make  the  color  darker. 

People  appear  to  react  differently  to  different  con- 
geners, meaning  a  drink  that  causes  an  intense  hang- 
over with  one  person  might  not  in  another.  This 
may  be  what  lies  behind  the  old  folk  wisdom — 
never  scientifically  confirmed — that  mixing  drinks 
makes  a  hangover  worse.  It  seems  reasonable  that 
the  more  kinds  of  booze  you  use,  the  more  likely 
you'll  ingest  something  that  may  not  agree  with 
you.  However,  the  general  practice  of  mixing 
drinks  has  been  shown  to  make  no  difference  in 
how  a  person  feels  the  next  morning. 

In  the  end,  it  is  quantity,  not  quality,  that 
makes  a  hangover.  Congeners  merely  enhance  the 
pain,  but  the  real  culprit  is  alcohol  and  the  chem- 
ical your  body  eventually  turns  it  into.  Five  drinks 
in  a  single  evening  is  enough  for  some  folks  to 
wake  up  with  a  sore  head.  Over  half  of  all  drinkers 
will  feel  the  malaise  after  ten  drinks. 

Despite  centuries  of  claims  to  the  contrary, 
there  is  no  cure  for  the  whiskey  blues.  Various  con- 
coctions that  include  raw  eggs,  Tabasco  sauce,  bit- 
ters, etc.,  don't  do  much  more  than  take  your  mind 
off  your  pain  temporarily.  Ditto  for  exercise, 
saunas,  steam  baths  and  the  like.  The  French  pre- 
scribe cafe  et  du  se/,  ^rfffSh 
strong  coffee  with 
salt,  for  la 
gueule  de  bois. 
The  Germans  eat 


bananas  with  red  meat  for  breakfast.  The  Chinese  drink 
tea  brewed  from  spinach.  The  Swiss  suck  on  a  can  of  oxy- 
gen. The  Russians,  perhaps  not  surprisingly,  recommend 
more  vodka. 

"I  pray  thee  let  me  and  my  fellow  have  a  haire  of  the 
dog  that  bit  us  last  night,"  wrote  John  Heywood  in  1546. 
This  centuries-old  remedy  may  work  for  some,  but  pri- 
marily because  their  bodies 
are  suffering  from  acute  alco- 
hol-withdrawal symptoms,  in 
which  case  they  have  more 
problems  than  a  simple  hang- 
over. For  others,  a  nip  may 
provide  temporary  relief — if  it 
doesn't  make  you  sick — but 
merely  delays  the  inevitable. 
There  are  a  few  things  you  can  do  to  help  ease  the  pain: 
before  going  to  bed,  take  an  aspirin  (be  warned  that  as- 
pirin, however,  can  irritate  the  stomach).  Drink  lots  of 
water.  If  you  wake  up  in  the  middle  of  the  night,  drink 
more  water.  When  you  get  up,  drink  more  water.  Take  an 
aspirin  if  you  wake  up  with  a  headache  (again,  be  careful 
of  the  stomach).  Eat  something  as  soon  as  you  can  after 
you  wake  up.  But  in  the  end,  notes  one  observer  in  the 
FDA  Consumer,  only  time — and  a  good  liver — 
can  make  it  go  away.  Of  course,  the  best  rem- 
edy is  prevention.  If  you  are  planning  a  long 
night,  one  remedy  is  to  alternate  between  al- 
coholic and  nonalcoholic  drinks  as  you  go. 
If  you  are  averaging  more  than  one  pop  an 
hour,  you  may  feel  it  the  next  day. 

Ultimately,  a  world-class  hangover  is 
simply  Nature's  way  of  keeping  life  in  the 
balance,  and  it  is  probably  best  not  to  cheat 
your  fate  but  rather  to  take  your  lumps 
stoically.  You'll  have  plenty  of  time  to  re- 
view the  actions  that  brought  you  to  that 
dissolute  state  (and  prepare  any  necessary 
apologies),  as  well  as  contemplate  the 
righteous  pledges  and  promises 
never  to  do  it  again. 

But  as  you  lie  there  cursing 
your  fate,  remember  that  there  is 
no  such  thing  as  a  bad  drink,  just 
bad  drinkers.  In  fact,  numerous  studies 
suggest  that  a  little  bit  of  drinking — one 
or  two  a  day — might  be  beneficial  to  your 
health  (anything  over  that,  however,  puts 
you  in  the  minus  column,  healthwise). 
Studies  suggest  that  moderate  drinking 
may  play  a  role  in  reducing  the  incidence 
of  heart  disease,  for  instance.  And  an- 
other study  reveals  news  that  will  warm 
the  heart  on  a  snowy  winter's  day:  mod- 
erate drinkers  who  don't  smoke,  on  av- 
erage, suff  er  half  the  number  of  colds  as 
do  nondrinkers.  • 
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Tucked  away  in  the  trees,  yet  only  a 
short  drive  from  the  Atlanta  Air- 
port, you'll  find  over  20,000  SF 
of  the  most  inviting  conference 
space  in  the  Southeast.  Plus,  1 
comfortably  appointed  guest 
rooms,  complete  with  the  business 
essentials  you  depend  on  while 
away  from  the  office.  For  more 

1615  Clitt..n  Ritf 

information,  call  404-712-6000.  Atlanta 


emor: 

CONFERENC 
CENTER  HOTj 

The  Cento  ot  Am 


Hilton  Head  Island 


I 

They  say 
the  business 
world  is  starting 
to  relax.  We  say, 
welcome  to 
corporate 
headquarters. 


Call  1-800-523-3373  for  meeting  planner 
and  vacation  information. 

South  Carolina 

Smiling  Faces.  Beautiful  Places. 


Hilton  Riverside 

J  27,000  SF  meeting  space  plus  great  F  &  B  and  other 
support  services-all  within  walking  distance  of 
New  Orleans'  attendance -building  charms. 
Call  Sales  Dept.  504/556-3700 


Acc  tUf  MAGiC  OF  MeXiC 
TO  YOUR  NfXT  MeeTiNG 


For  an  unforgettable  meeting  within  your  budg 
come  to  Fiesta  Americana,  Mexico's  premier  ho 
chain  with  contemporary  accommodations 
and  meeting  facilities  in  the  country's  most 
spectacular  locations. 

FifSTA  AMfRiON 

For  "meeting  in  Mexico"  call  1-800-345-5094 
For  a  free  brochure,  call  1-800-FIESTA2 


Location  IS  Everything 


Irving,  Texas  —  3  hours  from  either  coast 

—  10  minutes  from  DF\V  Airport. 
Location  —  the  hey  to  success  and  just  one 
more  way  Irving  heeps  YOU  in  front. 


800-2-IRVING 


When  top  meeting  planners  ranked  favorite  des- 
tinations, Music  City's  name  kept  popping  up! 
Best  Value.  Best  Family  Activities.  Friendliest 
and  City  for  Best-Ever  Convention. 
Nashville.. .a  two-step  ahead! 
Call  the  Nashville  CVB,  (615)  259-4730 


living  C  onvention  and  Visitors  Bureau 

3333  V.  MacArllwr  Blvd.  #200  •  Ining,  Texas  75062 
19721252-7470 


The  French  Quarter  begins  in  the  lobby  of  th 
Hotel  Monteleone.  With  our  multi-million 
dollar  renovation,  the  hotel  sparkles  anew  as  t 
perfect  business  oasis  in  the  midst  of  the  mos 
exciting  city  on  earth'. 

ToUfree:  1-800-535-9595 


.S.V.P.  MORE  INFORMATION,  PLEASE 
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ACCESSORIES 


CEDES-BENZ  OF  NORTH  AMERICA  1-800-FOR  MERCEDES. 


SPORTS/EXERCISE 


3NTBLANC,  INC.  Visit  a  Montblanc  boutique  and  experience 
orld  of  Montblanc  For  more  information  or  the  nearest 
ion,  call  1-800-388-4810. 


RCIN  ATLANTIC  AIRWAYS  Award-winning,  non-stop  service 
ndon  from  New  York  (JFK  and  Newark),  Boston,  San  Francisco, 
jigeies,  Miami,  Orlando,  Washington,  D  C.  (Dulles)  and 
aukee  (via  Midwest  Express).  For  more  information  or 
vations  call  your  travel  agent  or  800-862-8621. 


DEN  SHOE  Manufacturer  of  custom-quality  shoes  and  boots 
iscriminating  gendemen  since  1884. 

1EN-EDMONDS  SHOE  CORPORATION  World-class  footwear 
ten.  Named  "one  of  the  25  products  America  makes  best"  by 
:  in  the  USA  Foundation.  Distinctive  footwear  hand-crafted  of 
uural  materials. 

iOSS  CREEK  APPAREL  Cross  Creek  Apparel  s  new  Fall  1996 
tollection  features  fashion-forward  fabrics  with  innovative  new 
•s  and  styles.  The  well-rounded  collection  includes  short  and 
.sleeve  basics,  fancies,  fleece  and  French  Terry.  Worn  by  PGA 
i  Pros  such  as  1995  U.S.  Open  Champion,  Corey  Pavin,  our  Pro 
ction  makes  a  statement  on  or  off  the  course. 

NDS'  END  sells  traditionally  styled  clothing  for  men,  women, 
I  :hildren,  as  well  as  sheets,  towels,  and  soft  luggage.  Everything 
laranteed,  absolutely.  Call  1-800-356-4444  for  a  free  catalog. 


AUTOMOTIVE 


!  AB  CARS,  USA  How  can  you  find  your  own  road  if  you  don't 
,  /  who  to  call  for  details?  Call  1-800-582-SAAB  Ext.  208  for  your 
I  iAAB  excursion  kit. 

;GUAR  1-800-4-JAGUAR  or  http://wwwiaguarcars.com* 


CAMERA  VIDEO 


TO  COMPANY  OF  .AMERICA  JVC  GR-DV-1  is  the  world  s  small- 
id  lightest  Camcorder.  Weighing  just  one  pound,  the  DV1 
i  true  digital  audio  and  video  plus  Multimedia  capabilities. 
9  95  Customer  Hotline  1-800-252-5722. 

EICA  CAMERA  INC.  The  Leica  Minilux  is  a  compact,  fully 
natic  camera  with  a  high  performance  Leica  lens  producing 
;cedented  results  for  a  point  &  shoot  camera.  Available  in 
ium  or  Black.  For  more  information,  call  1-800-222-0118. 


CONSUMER  ELECTRONICS 


KENWOOD  USA  To  experience  the  simplicty  of  the  Stage  3 
fe  Theater  Controller  with  the  intuitive  graphic  TouchPanel, 
(all  1-800-KENWOOD  for  the  dealer  nearest  you. 

IM.YMPUS  A  wise  investment:  the  new  business-minded 
:  corder  L250.  For  more  enterprising  information,  call 
kD-622-6372  or  visit  us  at  http://www.olympus.com. 

rnLLOUGHBVS  Established  in  1898,  Willoughbys  is  the  oldest 
»st  prestigious  photographic  &  electronics  retailer  in  New 
'  City.  We  offer  discounted  prices  &  the  largest  selection  of 
bgraphic,  electronic  &  computer  products,  combined  with  the 
i  st  level  of  service. 


EXECUTIVE  GIFTS 


ftAVIDOFF  OF  GENEVA 

jtOUNTAIN  PEN  HOSPITAL  Call  for  Free  Catalog  of  fine  writing 
foments  at  unbeatable  discount  prices.  Largest  selection  of 
we  pens  in  the  world.  Free  sample  Vintage  Pens  Quarterly  price 
tiuaranteed  repairs  on  all  makes.  1-800-253-PENS. 

;  IOTSPUR  STERLING  SILVER  CIGAR  ASHTRAYS  Handmade 
|!ng  silver  cigar  ashtrays  in  limited  editions.  Custom  designed 
says  are  also  available  for  corporations  or  individuals  to  com- 
tiorate  special  occasions.  For  brochure  phone  1-888-ASHTRAY. 

EBOEUF  writing  instruments  combine  old-world  craftsmanship 
Ihe  precision  of  modern  technology.  Call  1-800-454-7367  for 
V  information 

WENASH  SIGNATURES  The  country's  largest  dealer  of  premier 
mg  instruments.  An  outstanding  collection  including  subdy 
Int  pens  and  jeweled  collectables.  Call  for  a  catalog,  and 
(rience  the  pleasure  of  fine  writing.  1-800-PEN-SHOP. 


ILIVER  PEOPLES  An  eclectic  collection  of  quality  ophthalmic 
res,  sun  clips  and  sunglasses  is  available  in  fine  optical 
;ques  and  specialty  stores  worldwide 


21.  BEACON  EYE  INSTITUTE  A  world  leader  in  providing 
Laser-PRK""  vision  correction  services — corrects  nearsighted, 
farsighted  and  astigmatism  without  blades  or  cuts  to  the  eye. 
Call  1-800-PRK-TODAY  (775-8632)  orwww.beaconeye.com. 


22.  THE  BREAKERS,  PALM  BEACH,  FLORIDA  The  Breakers  cele- 
brates its  Centennial  Anniversary  and  features  newly  renovated  guest 
rooms,  two  18-hole  golf  courses,  21  tennis  courts,  half-mile  private 
beach,  children  s  programs  and  much  more. 

23.  DORAL  GOLF  RESORT  AND  SPA  Challenge  the  restored  Blue 
Monster  and  find  rejuvenation  at  the  world-renowned  Spa  at  Doral 
Golf,  tennis  and  spa  packages  start  at  $139  Call  1-800-71 -DORAL. 

24.  THE  PENINSULA  BEVERLY  HILLS  Featuring  196  guest  room 
accommodations  and  offering  personalized  guest  service,  The 
Peninsula  Beverly  Hills  is  the  only  5  Star  and  5  Diamond  hotel  in 
Beverly  Hills 

25.  THE  PENINSULA  NEW  YORK  In  the  heart  of  Manhattan's  most 
prestigious  business,  shopping  and  entertainment  district,  featuring 
241  luxurious  rooms  with  custom  designed  furnishings  and  a 
tri-level  rooftop  spa  overlooking  the  city. 

26.  TRUMP  INTERNATIONAL  HOTEL  &  TOWER  New  York's  most 
luxurious  high-rise  condominiums  in  its  most  perfect  location. 
Spectacular  Tower  Residences  and  Hotel  Suites  available  for  owner- 
ship. For  Hotel  Reservations,  call  1-800-457-4000.  For  information 
about  the  Tower  Residences,  call  212-247-7000. 

27.  THE  WALDORF  TOWERS  This  superlative  New  York  boutique 
hotel  defines  graciousness.  1 18  exquisite  suites  and  101  beautifully 
appointed  executive  accommodations.  For  reservations  call  The 
Waldorf  Towers,  a  member  of  The  Leading  Hotels  of  the  World, 
1-800-WALDORF. 

28.  WESTIN  HOTELS  &  RESORTS  For  a  free  brochure  or  reserva- 
tions at  any  of  the  Westin  hotel  or  resort  destinations  worldwide, 
call  your  travel  counselor  at  1-800-228-3000. 


INSURANCE  FINAN  CIAL 


29.  AMERICAN  EXPRESS  To  apply  call  1-800-THE-CARD. 
httpy/www.americanexpress.com'* 

30.  FIDELITY  INVESTMENTS  CHARITABLE  GIFT  FUND 

1-800-  682-4438 

31.  PLATINUM  GUILD  1-800-BULLION  xl31* 


JEWLERY  &  WATCHES 


32.  BAUME  &  MERCIER  Since  1830,  creators  of  fine  quality  Swiss 
timepieces.  Send  for  our  free  catalog  featuring  our  complete  watch 
collection. 

33-  BREITLING  USA,  INC.  Breitling  combines  three  worlds:  sky  and 
airmen,  past  and  present,  sea  and  seafarers,  and  the  company's 
earliest  efforts  to  provide  enterprising  professionals  with  time 
instruments  of  the  highest  order. 

34.  EBEL  USA  INC.  Versule,  Thin,  Elegant,  Water  Resistant,  Very 
Swiss,  Five-Year  International  Warranty,  Intelligendy  Priced.  For 
the  name  of  an  authorized  Ebel  Jeweler  in  your  area,  please 
call  212-888-3235. 

35.  GUCCI  TIMEPIECES  Sexy,  strong,  self-assured  —  the  Gucci 
style  "G".  Introducing  the  watch  which  boldly  celebrates  the  "G": 
Swiss  made,  stainless  steel  in  three  sizes.  Call  1-8O0-925-O035. 

36.  RADO  WATCHES  Unique  quality  timepieces  with  lasting  beauty. 
Made  from  scratchproof  materials  including  high-tech  ceramics 
and  hard  metals.  For  men  and  women.  Water  resistant.  Swiss  made. 
Please  send  for  free  brochure 

37.  VAN  CLEEF  &  ARPELS 


RESIDENTIAL  COMMUNITY 


38.  DESERT  MOUNTAIN  PRIVATE  GOLF  COMMUNITY  A  master 
planned  community  offering  both  custom  homesites  and  finished 
luxury  homes  in  Scottsdale,  AZ:  features  four  Jack  Nicklaus 
Signature  golf  courses. 


RESTAURANTS 


39.  RUTH'S  CHRIS  STEAK  HOUSE  The  Home  of  Serious  Steaks 
serves  the  finest  corn-fed,  aged  U.S.  Prime  beef  available  in  the 
country  Broiled  to  tender  perfection,  then  served  sizzling.  For 
more  information  and  a  fist  of  locations  call  1-800-544-0808. 


40.  THE  BERETTA  GALLERY  Exclusive  selection  of  worlds  finest 
sport  clothing,  field  wear,  accessories,  footwear,  hats,  country 
shirts  and  pants,  giftware,  and  premium  grade  sporting  arms 
Free  catalog. 

41.  ROLLS-ROYCE  MOTOR  CARS  Additional  information  on 
purchasing  or  leasing  Rolls-Royce  or  Bendey  Motor  Cars. 


42.  TAYLOR  MADE  GOLF  COMPANY  Taylor  Made  Burner® 
Bubble®  Oversize  irons  feature  a  deep,  forgiving  cavity-back 
design  and  the  extraordinary  power  and  control  of  the  patented 
Bubble®  shaft. 

43.  TROTTER  THE  FINES!  FITNESS  EQUWMENT  IN  THE  WORLD 

The  highest  quality  treadmills  and  strength  equipment. 


44.  THE  CLOISTER,  SEA  ISLAND,  GEORGIA  A  Mobil  Five-Star 
resort,  offers  five  miles  of  beach,  full-service  spa,  championship 
golf,  golf  learning  center,  tennis,  horseback  riding,  dancing  Full 
American  Plan.  1-800-SEA-lSLAND. 

45.  THE  IMPERLAL  HOTEL,  TOKYO,  JAPAN  One  of  the  Orient's 
legendary  grand  hotels,  the  glamorous  Imperial  boasts  sophisticated, 
tailored  service,  award-winning  restaurants  and  distinguished 
accommodations,  in  the  very  heart  of  Tokyo 

46.  THE  UDO  RESORTS  BY  SUPERCLUBS®  Luxurious  accommoda- 
tions, gourmet  dining,  24-hour  room  service,  premium  liquors, 
unlimited  water  sports,  tennis.  Everything's  included.  A  private  yacht 
at  Grand  Lido  and  natural  spring  spa  facilities  at  Sans  Souci  Lido. 

47.  MYRTLE  BEACH  GOLF  HOLIDAY  PLANNER  For  the  best  times  in 
golf,  call  today  for  your  free,  168-page  Myrtle  Beach  Golf  Holiday 
Planner  with  over  80  golf  vacation  packages,  90  championship 
courses,  golf  schools,  shopping,  dining,  entertainment,  and  mdes  of 
beautiful  beach  Call  today  1-800-845-4653 

48.  RADISSON  SEVEN  SEAS  CRUISES  Small-ship  luxury  on  three 
unique  vessels  Named  the  world's  best  cruise  line  by  the  readers  of 
Conde  Nasi  Traveler.  Rated  stx  stars  by  Fielding's  Guide  to  Cruising. 


WINE  &  SPOUTS 


49.  REMY  MARTIN  To  learn  more  about  Fine  Champagne  Cognac 
and  the  spirited  world  of  Remy  Martin,  please  call  1-800-678-REMY. 

50.  SKYY  VODKA  -  "The  Intelligent  Drink"  Try  the  cleanest  vodka 
available.  Distilled  in  America  from  American  grain.  Send  for  more 
information  from  SKYY. 


51.  AMWAY  CORPORATION  One  of  the  largest  direct  selling  compa- 
nies in  the  world,  Amway  markets  thousands  of  quality  products 
and  provides  a  business  opportunity  to  people  in  over  60  countries. 
Free  information  packet. 


MEETINGS  &  CONVENTIONS 


52.  DALLAS  CONVENTION  AND  VISITORS  BUREAU  Excellent  hotels, 
facilities  and  DFW  International  Airport  make  Dallas  tops  for 
corporate  meetings.  Fine  restaurants,  entertainment  and  recreation 
including  golf.  Call  1-214-746-6677. 

53-  EMORY  CONFERENCE  CENTER  HOTEL  A  short  drive  to  Atlanta 
Airport,  you  'll  find  over  20,000  SF  of  conference  space  in  the 
Southeast,  plus  198  guest  rooms  complete  with  business  essentials. 
For  more  information  call  1-404-712-6000. 

54.  FIESTA  AMERICANA  For  an  unforgettable  meeting  within  your 
budget,  come  to  Fiesta  Americana,  Mexico's  premier  hotel  chain 
with  contemporary  accommodations  and  meeting  facilities. 

Call  1-800-345-5094. 

55.  HILTON  HEAD  ISLAND,  SOUTH  CAROLINA  They  say  the 
business  world  is  starting  to  relax.  We  say,  welcome  to  corporate 
headquarters.  Call  1-800-523-3373  for  meeting  planner  and 
vacation  information. 

56.  HOTEL  MONTELEONE  The  French  Quarter  begins  in  the  lobby 
of  the  hotel.  With  our  multi-million  dollar  renovation,  the  hotel 
sparkles  anew  as  the  perfect  business  oasis  in  the  midst  of  the  most 
exciting  city  on  earth  Call  1-800-535-9595. 

57.  IRVING  CONVENTION  AND  VISITORS  BUREAU,  Irving,  Texas, 
three  hours  from  either  coast,  10  minutes  from  DFW  Airport. 
Location  -  the  key  to  success  and  just  one  more  way  Irving  keeps 
you  in  front.  Call  1-800- 2 -IRVING. 

58.  NASHVILLE  CONVENTION  AND  VISITORS  BUREAU  When  top 
meeting  planners  ranked  favorite  destinations,  Music  City's  name 
kept  popping  up!  Best  value,  best  family  activities,  friendliest,  and 
the  City  for  the  best  ever  convention  Call  1-615-259-4730. 

59.  NEW  ORLEANS  HILTON  RIVERSIDE  127,000  SF  meeting  space 
plus  great  F&B  and  other  support  services  within  walking  distance 
of  New  Orleans'  charms.  Call  Sales  Dept.  1-504-556-3700. 

60.  NEW  ORLEANS  MARRIOTT  New  Orleans  Marriott  is  located 
in  the  French  Quarter,  near  the  Central  Business  District  and 
Convention  Center,  has  two  restaurants  and  meeting  facilities  for 
up  to  2000.  Call  1-504-581-1000  for  more  information. 

•calls  only  


For  Free  Iiiiormation.  Please  Send  in  Your  R.S.V.P.  Card  Today,  or  Call  Toll  Free:  1-800-465-6903,  or  Fax  Your  Completed  Card  to  Is  at:  1-312-922-3165 
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Ski  gear,  done  to  a  turn 


By  Paul  Hoc h. man 


Ski  technol-  V 
ogy  is  undergoing  a 
revolution  this  year 
that  promises  to  make 
you  a  better  skier  in- 
stantly, and  no  ski 
better  exemplifies  the 
change  than  the  K2  Four. 
The  first  thing  you'll  no- 
tice about  the  Four  is 
its  curvy,  Marilyn-like  sil- 
houette— narrow  waist- 
line, generous  tip  and 
tail  sections.  The  dynamic 
shape  literally  guarantees 
you  a  carved  turn  (once  a 
skill  mastered  only  by  ex- 
perts), but  it's  what's  under 
the  ski's  skin  that  is  trulv 
dramatic:  three  piezoelec- 
tric "smart"  devices  (adapt- 
ed from  Star  Wars  tech- 
nology) that  convert  nasty, 
distracting  vibrations  trav- 
eling down  the  ski  into 
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electrical  energy.  Thev  then 
turn  that  electrical  energy 
back  into  mechanical  en- 
erg}*,  effectively  canceling 
out  the  bad  vibes.  A  little 
red  light  under  the  top-skin 
even  flashes  when  the  sys^ 
tern  is  working.  The  result: 
a  high  performance  ski  foi 
experts  who  seek  thrills  bul 
who  don't  mind  a  smooth 
ride.  K2  Four:  S625;  206- 
46j-j6ji,  or  wn'^j.k: 
sports.com.  (All price: 
MSRP.) 
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W  ICE*USA  Cobalt 

Comp  with  carbon  kevlar 
ind  nickel-plated  graphite 
wrap  is  three  times  lighter 
pan  the  lightest  aluminum 
pole,  and  that  makes  a  long 
hki  day  easier.  Boeing  orig- 
inally developed  the  mate- 
pal  and  applied  it  to  the 
[Stealth  Bomber's  leading 
■idge  to  draw  lightning  away 
ifrom  the  plane's  electron- 
ics. On  the  ground  it  sup- 
plies the  strongest  compo- 
site pole  on  the  market. 
jlCE's  thermoplastic  rubber 
grip  stays  soft  (and  there- 
ore  grippable)  down  to  sub- 
zero temperatures,  and  a 
inique  Delryn  plastic  sheath 
it  the  pole's  base  virtually 
eliminates  edge  damage  to 
:he  pole.  ICE*USA  Cobalt 
Comp:  $160;  801-654-2333. 


If  you've  ever  plan- 
ned to  meet  someone  at  the 
mid-mountain  ski  lodge  for 
lunch  and  got  stuck  in  a  lift 
line  while  your  friends  were 
waiting  for  you  at  the  top, 
you're  not  alone.  Which  is 
why  Motorola  came  up 
with  the  invaluable  Two- 
Way  Sport  Radio  series. 
For  families  or  couples  who 


ski  on  separate  parts  of  the 
mountain  but  who  want  to 
keep  track  of  their  kids, 
these  are  a  must.  They  have 
a  range  of  up  to  five  miles 
(depending  on  the  model 
and  the  conditions)  and 
operate  on  the  FCC's  new- 
ly opened-up  FRS  (Family 
Radio  Service)  frequency. 
When  I  was  testing  skis  in 
Beaver  Creek  recently,  they 
kept  me  in  contact  all  day 
with  other  testers  on  the 
mountain.  Better,  cheaper 
and  easier  than  cellular 
phones,  the  Sport  7X  (with 
external  channel  selector) 
operates  on  3  AA  bat- 
teries and  fits  easily  in 
an  inside  pocket.  The 
Motorola  Sport  Radio 
series  starts  at  $139; 
800-353-2729. 


Revo,  known  to  make 
among  the  best  sunglass 
lenses,  has  introduced  a 
goggle  that  has  been  four 
years  in  development  with 
Indy  car  and  ski  racers. 
Called  simply  the  Revo 
Goggle,  the  goggles  have  a 
single,  rigid,  optical-quality 
molded  polycarbonate  lens 
that  has  multilayer  coat- 
ings to  control  both  visible 
and  invisible  light,  an  anti- 
scratch  coating  and  a  per- 


manent antifog  treatments* 
Using  them  would  be  like 
looking  through  your  own 
eyes  if  your  own  eyes  were 
bionic — the  lenses  are  dis- 
tortion-free and  startling 
in  their  clarity.  Combine 
that  with  swivel  hinges  on 
the  frame  that  keep  the 
goggles  tightly  but  com- 
fortably pressed  to  the  face, 
and  you  have  truly  great  in- 
novation. Revo  Goggle:  $250; 
800-THE-REVO. 
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Briki  e  in  Italy, 
is  never  far  from  the  face  of 
Albert i  :  ,  rhc  world's 
best  ski  racer.  Tomba  wears 
Briko  tic  V.  I. P. ,  which 
is  acr.j  illy  made  of  super- 
light,  aluminum.  Combine 
their  feather  weight  with 
Briko's  now-famous  Thrarna 
+50  resin  lenses  (which 
transform  bright  days  or 
gray  light  into  ultra-clear 
vistas),  and  you  have  a  ter- 
rific system.  A  180-degree 
wrap  means  no  obstructed 
views,  and  the  V.l. P.  is  one 
of  the  only  goggles  in  the 
world  that  has  a  prescrip- 
tion insert  option.  Briko 
V.I.P.:  $250  ($joo  with  Rx 
insert);  800-GO-BRIKO. 


^)  The  Swix  Mach 
1000  is  another  example  of 
military  technology  stumbl- 
ing into  unexpected  terri- 
tory. The  carbon-kevlar 
weave  is  shaped  into  an  el- 
lipse, which  literally  cuts 
wind  resistance  in  half,  no- 
ticeably reducing  wrist  and 
arm  fatigue.  The  Mach 
iooo's  Add  Tab  Grip  al- 
lows a  more  relaxed  hold 
on  the  handle  for  warmer 
fingers.  Swix  Mach  iooo: 
$275;  800-343-8333. 


While  increasing  num- 
bers of  skiers  are  buying 
sport  utility  vehicles  for  their 
go-anywhere,  fit-anything 
convenience,  most  buyers 
still  hate  putting  their  skis, 
poles  and  boots  inside  their 
truck.  One  result:  roof  stor- 
age boxes.  Ugly  boxes.  Now 
one  company,  Packa- 
sport,  has  finally  intro- 
duced an  advanced,  beaut- 


iful box.  The  boxes  are 
ICBM-sleek  (little  noise 
and  wind  resistance),  and 
they're  stiff  (the  alumi- 
num-reinforced fiberglass 
eliminates  the  torque  and 
sway  of  cheaper  rubber 
boxes).  They're  also  hinged 
at  the  front  so  you  can  load 
them  from  either  side,  and 
they're  waterproof.  Packa- 
sport  makes  versions  that 
exactly  match  the  respec- 
tive rooflines  of  today's 
most  popular  SUVs.  And 
unlike  any  other  company 
in  the  industry,  Packasport 
will  custom  paint  yours 
to  match  your  vehicle  pre- 
cisely, for  an  extra  $185, 
including  delivery.  Shown: 
Packasport  System  90,  $743 
(custom  paint,  $183  extra). 
Packasport  Boxes  come  stan- 
dard in  black  or  white,  $393- 
$845;  800-359-9870.  • 


Recreational  ski  hel- 
mets have  always  been  a  hard 
sell  among  tough-guy  expert 
skiers.  Now,  thanks  to  bi- 
cyclists and  in-line  skaters, 
helmets  have  hit.  Big  time. 
Briko's  Windshape 
series  of  ski  helmets,  worn 
by  world  champions  like 
Deborah  Compagnoni,  has 
convinced  even  tough  guys 
that  you  can  look  good  and 
stay  safe,  too.  The  Wind- 
shape  series  is  lightweight, 
compact  and  strong.  Each 
is  constructed  of  three  lay- 


ers, using  a  rigid  kevlar  or 
polycarbonate  outer  shell, 
depending  on  the  model.  The 
two  inner  layers  compress 
to  absorb  shock  and  dis- 
tribute the  force  of  an  im- 
pact. Inside,  the  helmets  have 
a  breathable  internal  pad- 
ding that  makes  it  comfort- 
able to  wear,  and  an  aerator 
that  provides  air  circulation 
across  the  ear  for  better  bal- 
ance. Very  cool.  Briko  Wind- 
shape  Carbon  Kevlar  Helmet: 
$300;  800-GO-BRIKO. 
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At  the  Oberoi 


NOTHING    COMES  BETWEEN 


YOU     AND    YOUR  THOUGHTS. 
(Not   even    you  r  butler.) 


At  times  even  an  innocuous  gesture  can  derail  a  thought.  So  we  ensure  that  our  service  is  more  felt  than  seen. 
Efficient  yet  unobtrusive.  Never  intruding  upon  your  thoughts  and  enabling  you  to  feel  your  best.  Always. 

Yes,  even  when  you're  pondering  over  a  crossword. 


8 

Oberoi  'Zgfyels 

Where  the  pace  is  yours  to  set,  and  ours  to  keep. 


AUSTRALIA  •  EGYPT  'INDIA  •  INDONESIA  •  SAUDI  ARABIA  •  SRI  LANKA 
Reservations  through  vour  travel  agent  or  call  The  Oberoi  Reservation  Service.  USA:  800-5-OBEROI  toll  free;  or  for  hotels  in 
Melbourne,  Cairo.  Bali,  Mumbai,  New  Delhi,  Calcutta,  Bangalore,  cIheFJeadwgHotels  oftheFWorid  :  USA  :  800-223-6800  toll  free. 
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The  Andrew  Lloyd  Webber-Free  Guide  To 


American 


By  Susan  West 


Musical 
Theater 


Y 


ou've  gotta  love  an  art 
brm  that  encourages  plot  lines  like 
this:  a  leprechaun  chases  his  pur-  I 
lloined  pot  of  gold  to  a  Southern  v 
[state  named  Missitucky  and,  among 
;other  things,  turns  a  bigoted  white 
jSenator  black.  And  you've  gotta 
[love  an  art  form  full  of  lyrics  like 
jthis:  "When  I  can't  fondle  the  hand 
il'm  fond  of/I  fondle  the  hand  at 
hand."  To  say  nothing  of  the 
music — whoo,  boy!  Consider  the 
jackpot  that's  poured  from  Amer- 
jican  Musical  Theater  :  "My  Funny 
iValentine,"  "I  Could  Write  A 
iBook,"  "The  Lady  Is  A  Tramp, 
"I've  Grown  Accustomed  To  He 
Face,"  "Come  Rain  Or  Come 
Shine,"  "All  The  Things  You  Are,' 
i "Everything's  Coming  Up  Roses,' 
"Can't  Help  Lovin'  Dat  Man,"  "It 
iNever  Entered  My  Mind,"  "My  Romance,"  "Maria." 
Without  these  shows,  we  Americans  wouldn't  have  any 
American  songs — it's  that  simple.  Cabaret  singers  would 
be  stuck  with  French  chansons\]diZZ  players  would  be  miss- 
ing half  their  lead  sheets.  The  world  would  be  a  sadder,  far 
less  hummable  place. 

It's  no  wonder  that  eight  revived  musicals  are  running 
on  Broadway  right  this  minute. 

So,  to  paraphrase  Alan  Jay  Lerner,  let  a  musical  in  your 
life.  We've  gathered  a  list  of  the  best  for  you.  None  of  the 


singing-cats-on-roller-skates-haunting-an-opera-house- 
in-Argentina  spectacles.  No  sir.  These  are  the  classics: 
Rodgers  and  Hammerstein,  Rodgers  and  Hart,  Lerner  and 
Loewe,  Lane  and  Harburg,  Comden  and  Green,  Adler, 
Styne,  Bernstein  and  Sondheim. 

You  needn't  go  hunting  for  these  recordings.  All  of 
them  can  be  found  in  any  of  your  garden-variety  mega- 
record  stores,  like  HMV  or  Tower  Records.  So,  as  Gypsy 
might  have  said,  "Let  us  entertain  you.  You'll  have  a  real 
good  time,  yessir.  You'll  have  a  real  good  time!" 
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anie  Get  Your  Gun:  Music  and  lyrics  by  Irving  Berlin,  book  by  Herbert 
Fields  and  Dorothy  Fields.  Opened  May  16,  1946  at  New  York's  Imperial 
Theatre.  Girl  sharpshooter  meets  boy  sharpshooter. 


I  &f  j&  %  ,rne  Boys  From  Syracuse:  Music  by  Richard  Rodgers,  lyrics  by  Lorenz 
;  iart,  book  by  George  Abbott.  Opened  November  23, 1938  at  New  York's  Alvin  Theatre. 
Shakespeare's  Comedy  Of  Errors  set  to  music:  twins,  separated  in  childhood,  mix  mates. 

£  "  Cabaret:  Music  by  John  Kander,  lyrics  by  Fred  Ebb,  book  by  Joe  Masteroff. 
Opened  November  20, 1966  at  New  York's  Broadhurst  Theatre.  The  gather- 
ing evil  of  the  Third  Reich  twists  the  lives  of  a  cabaret  singer  and  a  novelist. 


Carousel:  Music  by  Richard  Rodgers,  book  and  lyrics  by  Oscar  Hammerstein  II.  Opened 
April  19, 1945  at  New  York's  Majestic  Theatre.  Love  redeems  a  brutal  carnival  barker. 


Original  cast,  1955: 

MCA  classics  MCAD-10047. 


Off-Broadway  cast, 
1963:  Angel  ZDM  0777 
7  64695  2  2. 


Original  cast,  1966: 
Columbia  CK  3040. 


Damn  Yankees:  Music  and  lvrics  by  Richard  Adler  and  Jerry 
Ross,  book  by  George  Abbott  and  Douglass  Wallop.  Opened 
May  5, 1955  at  New  York's  46th  Street  Theatre.  Middle-aged 
real-estate  man  sells  his  soul  to  help  the  Senators  take  the 
pennant  from  the  Yankees. 


Dreamgirls:  Music  by  Henry  Kreiger,  lyrics  and  book 
by  Tom  Eyen.  Opened  at  the  Imperial  Theatre  in  New 
York  on  December  20, 1981.  The  fall  and  rise  of  a  fe- 
male singer. 


Studio  cast,  1987: 
MCA  classics  MCAD-6209. 


Original  cast, 
1955:  RCA  Victor 
3948-2-RG. 


Original  cast, 
1981:  Geffen 
2007-2. 


Fiddler  On  The  Roof:  Music  by  Jerry  Bock,  lyrics 
by  Sheldon  Harnick,  book  by  Joseph  Stein.  Opened     —-^^  /i^rtfcr' 

September  22, 1964  at  New  York's  Imperial  Theatre.  In  a  rj 
Jewish  village  of  czarist  Russia,  tradition  gives  way. 


■ 


Original  cast,  1964: 
RCA  RCD1-7060. 


ni-nunn  C~ 
<*»Ok 
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Finian's  Rainbow:  Music  by  Burton  Lane,  lyrics  by  E.Y.  ("Yip")  Har- 
burg,  book  by  Harburg  and  Fred  Saidy.  Opened  in  New  York  at  the  46th 
Street  Theatre  on  January  10, 1947.  Satirical  fantasy  mixes  a  leprechaun  who 
grants  three  wishes  and  a  racist  white  Senator  who's  turned  black. 


Follies:  Music  and  lyrics  by  Stephen  Sondheim,  book  by  James  Goldman.  Opened  April  4, 
1971  at  the  Winter  Garden  Theatre  in  New  York.  Two  former  Follies  showgirls  and  their 
stage  door  Johnnies— now  their  husbands — mistakenly  attempt  to  relive  the  past. 


The  Gospel  At  Colonus:  Music  by  Bob  Telson,  lyrics  by  Sophocles  and  Lee  Breuer. 
Opened  at  the  Brooklyn  Academy  Of  Music's  Carey  Playhouse  on  November 
8, 1983.  Sophocles'  play  "Oedipus  At  Colonus" — the  tale  of  Oedipus'  return 
to  Colonus  to  die — is  recast  as  sermons  set  in  a  black  Pentecostal  church. 

Guys  And  Dolls:  Music  and  lyrics  by  Frank  Loesser,  book  by  Jo 
Swerling  and  Abe  Burrows.  Opened  at  New  York's  46th  Street  Theatre 
on  November  24, 1950.  Crapshooters  bet  on  romance;  based  on  short  sto- 
ries by  Damon  Runyon. 


Broadway  cast,  i960: 
RCA  Victor  1057-2-RG. 


Concert  cast,  1985: 
RCA  RCD2-7128. 


Original  cast,  1985. 

Elektra/Nonesuch  9  79191-2. 


Broadway  cast,  1992. 
RCA  Victor  09026-613172. 
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^he  Cast  What's  Special 


thel  Merman  as  Annie, 
j.  ay  Middleton  as  Frank. 


ruart  Damon  as  Antipholus  of  Syracuse, 

aren  Morrow  as  Luce,  Julienne  Marie  as  Luciana, 

lifford  David  as  Antipholus  of  Ephesus. 

pel  Grey  as  the  Master  of 
eremonies,  Jill  Haworth  as  Sally, 
otte  Lenya  as  Fraulein  Schneider, 
ert  Convy  as  Cliff. 

arbara  Cook  as  Julie,  Samuel  Ramey  as  Billy. 


twen  Verdon  as  Lola,  Stephen  Douglass  as  Joe, 
[ay  Walston  as  Mr.  Applegate. 


;nniier  Momday  as  Effie,  Loretta  Devine  as  Lorrell, 
heryl  Lee  Ralph  as  Deena,  Cleavant  Derricks  as 
Lmes,  Ben  Harney  as  Curtis. 


ero  Mostel  as  Tevye, 
laria  Karnilova 
;  Golde,  Beatrice 
xthur  as  Yente. 


;annie  Carson  as 
haron,  Howard  Morris  as  Og,  Biff  McGuire 
;  Woody,  Bobby  Howes  as  Finian. 


arbara  Cook  as  Sally,  Mandy  Patinkin  as  Buddy, 
ee  Remick  as  Phyllis,  George  Hearn  as  Ben. 


Clarence  Fountain  and  the  Five  Blind  Boys  of 
Jabama,  J.J.  Farley  and  the  Original  Soul  Stirrers,  the 
D.  Steele  Singers,  the  Institutional  Radio  Choir. 


Nathan  Lane  as  Nathan  Detroit, 
Peter  Gallagher  as  Sky  Masterson, 
Josie  de  Guzman  as  Sarah  Brown, 
Faith  Prince  as  Miss  Adelaide. 


You  need  one  Ethel  Merman  show,  and  this  sweetly  old-fashioned  record- 
ing is  it.  Merman  busts  out  of  the  speakers;  Middleton's  a  real  smoothie. 
Best  tunes:  "They  Say  It's  Wonderful,"  "Anything  You  Can  Do,"  "The 
Girl  That  I  Marry,"  "There's  No  Business  Like  Show  Business." 

A  little-performed  gem  that  rollicks  along;  witty  and  remarkably  modern. 
Who  could  resist  a  show  with  a  number  called  "Oh,  Diogenes!"  Hit  songs: 
"Falling  In  Love  With  Love"  and  "This  Can't  Be  Love." 


Dark,  decadent,  dangerous  and  delicious.  You'll 
miss  Minnelli's  whopping  vocals  if  you  know  the  ^_ 
movie.  But  what  you  get — Lotte  Lenya's  Weltschmerz 
and  the  unabridged  score — more  than  compensates. 

Best  for  Cook's  experienced  phrasing  and  Ramey's 
thunderous  bass,  this  dark  recording  will  leave  you  weeping.  ^^J^^^^" 

This  classic  recording  holds  up  wonderfully.  You  can  almost 


see  Verdon  shimmy  in  "Whatever  Lola  Wants;"  Walston  rev- 
els as  the  Devil  in  "Those  Were  the  Good  Old  Days."  Listen  for 
Jean  Stapleton  in  the  first  reprise  of  "You  Got  To  Have  Heart."  . 


Pulsing  with  rhythm  and  energy,  the  songs  switch  between 
classic  plot-advancers  and  Dreamgirls'  performance  numbers. 
You've  never  heard  anything  as  magnificent  as  Jennifer 
Holliday  singing  "And  I  Am  Telling  You  I'm  Not  Going." 

Do  a  hora  and  sing  along.  You  know  every  one  of  these  tunes: 
"Tradition,"  "Matchmaker,"  "If  I  Were  A  Rich  Man," 
"Sunrise,  Sunset."  Rarely  has  a  score  tracked  so  beautifully 
with  a  plot.  Rarely  has  there  been  a  Zero  Mostel. 


"Old  Devil  Moon"  is  Lane  at  his  swingin'  best.  And  check  Harburg's 
what-the-hell  lyrics:  "If  this  isn't  love  there's  no  Glocca  Morra.  /  If  this 
isn't  love  I'm  Zsa  Zsa  Gabor-a"  and  "You're  under  my  skin-ish  /  So  please 
be  give  in-ish  /  Or  it's  the  begin-ish  /  Of  the  finish  /  Of  me." 

Audiences  either  loved  or  hated  this  Felliniesque  show.  But  this  live 
recording  puts  the  accent  where  it  belongs,  on  the  soul-baring  music  and 
the  stinging  lyrics.  Show-stoppers:  Phyllis  Newman's  high-kicking  "Who's 
That  Woman,"  Carol  Burnett's  brave  "I'm  Still  Here,"  Patinkin's  manic 
"Buddy's  Blues,"  Cook's  vulnerable  "Losing  My  Mind." 


Not  your  usual  musical,  this  near-cantata  features  rousing 
performances  by  some  of  the  best  gospel  singers  around. 
When  your  legs  give  out  from  dancing,  turn  your  ears  to 
the  timeless  words. 


Such  a  jubilant  score,  such  pure  escape.  Among  the  many  delights  is  Faith 
Prince's  voice,  described  as  a  "trumpet  with  a  Brooklyn  accent."  Hit  tunes: 
Til  Know,"  "A  Bushel  And  A  Peck,"  "If  I  Were  A  Bell,"  "I've  Never  Been 
In  Love  Before,"  "Fuck  Be  A  Lady." 
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Recommended  Records 


by  Jule  Styne,  lyrics  by  Stephen  Sondheim,  book  by  Arthur 
i  i  at  the  Broadway  Theatre  in  New  York  on  May  21, 1959.  A  tale 
itage  mother,  based  on  the  memoirs  of  stripper  Gypsy  Rose  Lee. 


The  King  And  I:  Music  by  Richard  Rodgers,  book  and  lyrics  by  Oscar  Ham- 
merstein  II.  Opened  March  29,  1951  at  the  St.  James  Theatre  in  New  York.  East 
meets  West — and  clashes — as  Thai  king  and  English  governess  fall  in  almost-love. 


Kwamina:  Music  and  lyrics  by  Richard  Adler,  book  by  Robert  Alan  Aurthur. 
Opened  October  23, 1961  at  the  54th  Street  Theatre  in  New  York.  Interracial  ro- 
mance blooms  as  African  country  strives  for  independence  and  modernization. 


The  Music  Man:  Music,  lyrics  and  book  by  Meredith  Willson. 
Opened  December  19,  1957  at  tne  Majestic  Theatre  in  New  York. 
Hustler  salesman  meets  his  match  in  an  upright  librarian  from  River 
City,  Iowa. 


My  Fair  Lady:  Music  by  Frederick  Loewe,  lyrics  and  book  by  Alan  Jay  Lerner.  Opened 
March  15,  1956  at  New  York's  Mark  Hellinger 
Theatre.  Love  follows  a  linguistic  remake  in  this 
charming,  albeit  misogynistic,  story. 

Oklahoma!:  Music  by  Richard  Rodgers,  lyrics 
and  book  by  Oscar  Hammerstein  II.  Premiered 
at  St.  James  Theatre  in  New  York  on  March  31, 
1943.  Boys  meet  girls  against  the  backdrop  of 
Westward  expansion. 


On  the  Town:  Music  by  Leonard  Bernstein,  lyrics  and  book  by  Betty 
Comden  and  Adolph  Green.  Opened  at  the  Adelphi  in  New  York  on  December 
28, 1944.  Three  sailors  on  24-hour  leave  find  love  in  New  York  City. 


Pal  Joey:  Music  by  Richard  Rodgers,  lyrics  by  Lorenz  Hart,  book  by 
John  O'Hara.  Opened  at  New  York's  Ethel  Barrymore  Theatre  on 
December  25, 1940.  A  nightclub  hoofer  gets  more  than  he  bargained  for 
when  he  takes  on  a  society  dame. 

South  Pacific:  Music  by  Richard  Rodgers,  lyrics  by  Oscar  Hammer- 
stein II,  book  by  Hammerstein  and  Joshua  Logan.  Opened  April  7, 1949 
at  the  Majestic  Theatre  in  New  York.  American  nurse  and  French  wid- 
ower fall  in  love  on  a  South  Pacific  island  during  World  War  II. 


West  Side  Story:  Music  by  Leonard  Bernstein,  lyrics  by  (the  27- 
year-old)  Stephen  Sondheim,  book  by  Arthur  Laurents.  Opened  at 
New  York's  Winter  Garden  Theatre  on  September  26, 1957.  Romeo 
and  Juliet  on  New  York's  West  Side. 


Broadway  cast,  1990:  Elektra 
Nonesuch  9  79239-2. 


Broadway  cast,  1992:  Philips  438 
007. 


Original  cast,  1961: 
Angel  ZDM 
°777  7  64891  2  4. 


Original  cast, 
1957:  Capitol 
CDP  7  46633  2. 


Original  cast,  1956: 
Columbia  CK  5090. 


Original  cast,  1943: 

MCA  classics  MCAD-10798. 
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Concert  cast,  1992: 
Deutsche 
Grammophon 
437516-2. 

Broadway  cast, 
1995:  DRG 
Theater  94763. 


Original  cast,  1949: 
Sony  Broadway  SK  53327. 


Original  cast,  1957:  Columbia 

CK  32603.  Or  the 
/  "opera  version,"  1985: 
Deutsche  Grammophon 
415  253-2.  (Don't  get  the 
highlights"  version.) 


•■  '  


yne  Daly  as  Rose, 
inathan  Hadary  as  Herbie, 
;  rista  Moore  as 
ouise/Gypsy  Rose  Lee. 

Iilie  Andrews  as 
Inna,  Ben  Kingsley  as 
ling  Mongkut. 

illy  Ann  Howes  as  Eve, 
ierry  Carter  as  Kwamina. 


Robert  Preston  as  Harold, 
Barbara  Cook  as  Marian. 


A  powerful  story  told  in  a  powerful  score  with  at  least  six  hit  tunes.  Tyne 
Daly  easily  lives  up  to  Ethel  Merman's  original  Rose.  Listen  especially  to 
"Let  Me  Entertain  You" — it's  used  three  times,  in  three  different  settings, 
with  three  different  meanings. 

Beneath  the  fairy  tale  is  a  dark  struggle  with  subjugation,  both  political 
and  personal.  The  songs  are  classics:  "I  Whistle  A  Happy  Tune,"  "Hello, 
Young  Lovers,"  "Getting  To  Know  You,"  "We  Kiss  In  A  Shadow," 
"Something  Wonderful,"  "I  Have  Dreamed,"  "Shall  We  Dance?" 


This  cult  classic  score  has  long  outlived  its  misbegotten  book.  You  might 
not  recognize  any  of  the  tunes,  but  you'll  connect  immediately.  All  the 
performers— especially  Howes  and  Brock  Peters — are  top-notch. 


Julie  Andrews  as  Eliza, 
Rex  Harrison  as  Henry. 


Jfred  Drake  as  Curly,  Joan  Roberts 

;  Laurey,  Celeste  Holm  as 

do  Annie,  Howard  da  Silva  as  Jud. 


ierica  Von  Stade  as  Claire,  Tyne  Daly  as  Hildy, 
larie  McLaughlin  as  Ivy,  Thomas  Hampson 
;  Gabey,  Kurt  Ollmann  as  Chip,  David  Garrison 
;  Ozzie. 


eter  Gallagher  as  Joey,  Patti  Lupone  as  Vera, 
jicki  Lewis  as  Gladys. 


Mary  Martin  as  Nellie, 
Ezio  Pinza  as  Emile. 


Original  cast:  Carol  Lawrence  as  Maria, 

,arry  Kert  as  Tony,  Chita  Rivera  as  Anita.  Opera 

ersion:  Kiri  Te  Kanawa  as  Maria,  Jose  Carreras 

s  Tony,  Tatiana  Troyanos  as  Anita.  Marilyn  Home 

rings  "Somewhere."  Leonard  Bernstein  conducts. 


A  rousing  score,  from  the  faster- than-light  lyrics  of  "Ya  Got  Trouble"  to 
the  barbershop  harmonies  of  "Sincere"  to  the  blow-out  bravado  of 
"Seventy-Six  Trombones."  Lots  of  loveliness,  too,  in  "Goodnight  My 
Someone"  and  "Till  There  Was  You."  Among  the  greatest  musicals,  sung 
by  two  of  the  greatest  musical  stars. 


Considered  the  most  perfect  integration  of  book,  music  and 
lyrics  in  American  musical  theater.  Lerner's  erudite  lyrics 
performed  their  own  Pygmalion  transformation  by  mak- 
ing a  musical  star  of  a  man  who  couldn't  sing. 


The  premier  collaboration  of  Rodgers  and  Hammerstein,  this  was  the  first 
"book"  musical,  where  cleverly  tailored  songs  propelled  the  strong  story 
line  instead  of  interrupting  it.  You'll  find  it  less  wide-eyed,  more  gritty 
than  your  memory  of  it — check  out  "Lonely  Room"  and  "Pore  Jud  Is 
Daid."  Holm  makes  a  feisty  gal  who  cain't  say  no. 

From  a  youthful  collaboration,  a  story  and  score  packed  with  exuberance, 
optimism,  vigor.  This  live  recording,  with  Michael  Tilson  Thomas  con- 
ducting the  London  Symphony  Orchestra,  resurrects  every  bit  of  the  ex- 
citement. The  20  or  so  great  songs  are  topped  off  by  "Some  Other  Time." 


Lupone's  "Bewitched,  Bothered  And  Bewildered" — all  three  times  she 
sings  it — is  worth  the  price  of  this  recording.  Gallagher  is  good  and  oily; 
Lewis  bumps  and  grinds  with  the  best  as  she  belts  out  "I'm  a  red-hot 
mama,  but  I'm  bl-u-u-e  for  you." 

This  marvelous  show  plumbed  depths  rarely  reached  in  musicals — the 
meaning  and  loneliness  of  life,  the  origins  and  stupidity  of  prejudice.  The 
score  is,  simply,  one  of  the  most  glorious.  No  one  has  equalled  Pinza's 
thrilling  bass. 


Probably  the  best  musical  ever  staged — the 
most  heartbreaking  story,  the  richest  lyrics,  the 
most  sublime  music.  Every  song  is  the  best 
song:  "Maria,"  "Tonight,"  "America,"  "One 
Hand,  One  Heart,"  "Somewhere,"  "I  Have  A 
Love."  Carreras'  soul  leaves  his  body  in 
"Maria."  . 
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EXCESSORIES} 


Chris 


This  year,  the  coolest  gifts  are  icy 


blue — such  a  relief  from  so  much  red 


ristmas 


and  green!  And  if  loved  ones  still 
aren't  in  a  holiday  mood,  suggest  how 
blue  they  would  feel  without  you. 


By  Mark  Grischke 


Christmas  decorations 
so  unique,  they  have  names 
One  Small  Step,  $72,  and 
Scheherazade,  $32,  from 
a  selection  of  handmade 
glass  ornaments  by 
Christopher  Radko,  New 
York,  800-97-RADKO. 
Gold-and-diamond 
Bird  On  A  Rock  brooch 
with  90-carat  aquamarine, 
by  Jean  Schlumberger 
for  Tiffany  &  Co., 
800-526-0649. 


f 


TORRES 


Don't  step  on  this  blue 
suede  shoe:  slingback, 
$265,  by  Richard  Tyler,  at 
select  Neiman  Marcus 
stores.  Sunglasses,  $220,  by 
Lunor,  at  Robert  Marc 
Opticians,  New  York, 
212-319-2000.  Frosted  glass 
jar  from  the  Italy  Nautilus 
collection,  $118,  at  Felissimo, 
New  York,  800-565-6785. 


Photographs  by  Monica  Stevenson 

Satin  evening  bag,  $1,255, 
by  Escada  Accessories, 
at  Escada,  New  York,  Las 
Vegas  and  Beverly  Hills. 
Carita  eau  de  parfum, 
$230,  exclusively  at  Saks 
Fifth  Avenue.  Limited- 
edition  teddy  bear,  $350 
(for  Forever  Friends, 
a  set  of  two),  by  Steiff,  at 
Neiman  Marcus.  H-our 
gold-plated  watch,  $975, 
by  Hermes, 
800-441-4488. 
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ADVERT 


Browse  through  the  following  pages  for  great  holiday  gift  ideas. 
You  can  request  more  information  from  the  advertisers  showcased 
by  calling  the  numbers  listed  or  sending  in  the 
Reader  Service  Card  provided. 


Happy  Shopping... And  Happy  Holidays 

from  Forbes  FYI. 


Kodak  DC25  Digital  Camera 

Capture  and  share  pictures  with  the 
Internet  camera  of  choice.  Built-in  flash 
lets  you  take  shots  indoors  or  outside  in 
low  light.  Send  holiday  photos  on-line. 
Create  unique  e-mail  using  Picture 
Postcard  software  (included).  Plus,  receive 
Netscape  Navigator  Gold  software  for  just 
the  shipping  price.  For  details,  visit  us  at 
wvvw.kodak.com. 

©  Eastman  Kodak  Company.  1996. 


best  gifts 
don't  always  fit 
under  the  tree. 


REMY  MARTIN 

■W*     100%  fine  champagne  cognac 
from  the  heart  of  the  most  celebrated 
growing  region  in  France. 


ADVERTISEMENT 


A  NEW  PERSPECTIVE 
ON  MUSIC 


together  BeoSound  9000  is  a  built  on  the  principle  of  maximum  individual- 
ism For  more  information  on  the  entire  line  of  Bang  &  Olufsen  audio,  home 
theatre  and  telephone  products,  call  1  800  323  0378  ext  28 

BANG  &  OLUFSEN 


BALLY 


The  luxurious,  handcrafted 
American  Alligator  Collection. 
For  a  Bally  shop  or  retailer  near  you, 
call  1  -800-96-Bally,  ext.  510. 


lo)inySonq  [Bird CPeecfer  Sys/em 

lo)iih Sound JKoniior 

Wireless  transmitter  located  under 
feeder's  roof  sends  bird  songs  to  a  portable 
receiver  in  your  home. 
Also  available  without  sound  system. 
Call  1-800-692-6056. 


You  can't  catch 

what  you  can't  see. 


Mirage  2001™  employs  radar  masking  circuitry,  rocketing  out  un  seen 
waves  that  almost  "zero-out"  police  clocking  guns.  Even  works  against 
pulsed-radar,  the  new  est  "instant-on"  speed-traps.  Passive  circuitry  operates 
within  FCC  guidelines  and  its  big  jamming  antenna  can  save  you  hundreds 
in  fines.  Jams  X,  K,  and  Ka  bands.  Use  with  your  radar  detector  for 
powerful  protection.  App.  4"x3".  Includes  lifetime  warrantv. 

■  Mirage™  Radar  Scrambler  #M2001  $199.95. 


Sot  availtbU  wbtrt 
frobxbxUd  in  law 


The  Edge  Company 


mi 
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TOOLS,  GIFTS,  &  ACTION  GEAR 
For  Instant  Federal  Express  Delivery,  Call  Toil-Free 

1  -800-732-9976 

24  Hour  Credit  Card  Order  Hotline 


The  Edge  Company  •  P.O.  Box  826-FB1796  •  Brattleboro,  VT  05302 

Add  56.00  FedEx  shipping  and  insurance  per  Mirage,  S3  00  each  additional  unit 
Each  backed  up  by  our  iron-clad,  no-risk  guarantee  you  will  be  completely  satisfied  or  your  money  back. 
The  Edge  Catalog  -  over  80  blazing  color  pages  of  the  hottest  gifts,  tools,  and  unique  stuff  in 
the  world.  Now  for  a  limited  time,  send  $3.00  and  get  a  special  2  year  subscription  -  12  issues! 


MAKE  a  statement 
that's  sure  to  shine  this 
holiday  season  with 
the  exclusive  Sonoma 
task  light.  The  Sonoma 
adds  elegant  style  to 
the  executive  office 
environment  by  illumi- 
nating-desktop areas 
with  cool,  non-glaring 
light.  High-tech  fea- 

V  -4  :  


ttfres,  including  the 
"one-touch"  sensor 
switch  makes  the 
Sonoma  a  brilliant 
choice.  To  order...  or 
for  more  information, 
please  call: 

1.800.634.0007 

Waldmann  Lighting  •» 

...making  light  work.  |_]Jj 


AD    VERTISE  MENT 


N 


COU  YflUHZJ) 


Do  it  for  her 
three  times  for 
the  holidays. 

For  just  $99,  you  can  buy  the  important  women 
in  your  life  a  beautiful  Nicole  Valenza  hosiery 
gift  subscription.  We'll  deliver  four  pair  of 
elegant  designer  hosiery  three  times  to  her 
home  or  office,  starting  with  a  free  pair  of  sexy, 
sensational,  seductive  thigh  highs.  This  great 
"stocking  stuffer"  includes  your  persona 
message  and  holiday  confetti.  You'll  always  stay 
on  her  mind  because  your  name  is  mentioned 
with  each  delivery.  And  she'll  appreciate  the 
convenience  of  not  having  to  rush  to  the  store. 
No  need  to  know  size  or  colors. . . we  handle  it  for 
you  on  the  phone.  And  she  can  always  change 
it  simply  by  calling  us.  For  today's  woman, 
call  today.  And  get  ready  to  get  appreciated. 


164    MADISON  AVE 


N  Y 


l.  800.  304.639  J1 


10  0  16 


Here's  one  gift  that 
encourages  returns 


At  Prince  Resorts  Hawaii,  the  ultimate 
vacation  is  simply  a  matter  of  choice.  Four 
magnificent  hotels  offer  championship  golf, 

Hawaii's  best  beaches  and  more.  Special 
travel  packages  start  from  just  $185  per  night. 

Prince  Resorts  Hawaii  •  <  4i  i  \oir  trwu  igeni  i>k  i-8oo-westin-i 


The  Swivel  Straight" 
tree  stand  solves 
the  frustrating  task 
of  getting  the 
Christmas  tree  to 
stand  up  straight. 
Simply  attach  the 
trunk  receptacle, 
insert  the  tree  into 
the  base,  and  swivel 
it  straight.  Large 
water  reservoir 
keeps  trees  fresh 
Lifetime  limited 
warranty. 
Available  in 
two  sizes. 

Call  1-800-692-6056 

for  a  retailer. 


wwd 


The  One  Minute  Christmas  Tree  Stand 


LECTION 


(As  of press  time,  all  items 
were  available; 
however,  FY1  can  t  guarantee 
that  they  will  be  if  all 
of  you  order  the  same  thing 
at  the  same  time.) 


CREAM  OF  THE  MAIL-ORDER  CATALOGUES 


Shop  til  we 


drop?  No  thanks.  We'll  just  sit 
here  with  our  credit  card  and 
this  dandy  holiday  selection. 

Q  An  Erector  Set?  The  classic  motorized 
ferris  wheel  kit?  With  440  parts?  For  us? 
You  shouldn't  have.  (Oh,  yes  you  should.) 

Item  #31138  $50 

Brainstorms  800-231-6000 

So  that's  what's  at  the  Earth's  core.  All 
the  world's  a  watering  hole  with  this  classy 
wood  and  antiqued-gold-leaf  bar  globe. 
Holds  three  bottles  and  many  glasses. 

Catalog  H896,  Item  #18D  $250 

Horchow  800-456-7000 

Tired  of  straining  your  lumbar  to 
loosen  your  ankles?  Gentle,  rocking  Step 
Stretch  works  calves,  Achilles  tendons  and 
bottom  of  feet  in  no  time  flat.  $50. 
Prism  Technologies  800-432-8722 

^  No  more  clunky  toboggans!  This  four- 
person,  high-density  polyethylene  job  flexes 
over  bumps,  folds  to  the  size  of  a  suitcase. 

Item  #53910H  $100 

Hammacher  Schlemmer  800-543-3366 

Next  time  Junior  needs  to  think  about 
what  he's  done,  send  him  out  to  his  own 
Zen  playhouse.  Peaceful  abode  has  cedar- 
ihingle  roof  translucent  shaji  screens, 
handmade  table  and  waterproof  exterior. 

Item  #134  $10,000 

Veiman  Marcus  800-825-8000 

All  the  fun  of  a  cowboy  poetry  reading 
'without  the  cowboys.  Original  Cowboy 
3oets  features  20  classics,  from  "Streets  Of 
aredo"  to  "Away  Out  West. "  CD  $12; 
assette  $10. 

]MH  Records  800-373-8073 


Bring  back  the  joys  of  flunking  high 
school  geometry  with  this  "complete  &  accu- 
rate" Oxford  Mathematical  Instrument  kit. 
Comes  in  nifty,  stocking-size  tin. 

Item  #APP725.~.  $9 

Levenger  800-544-0880 

Lonely  on  the  plane  without  UV 
Snowball  along?  This  airline-approved 
Sherpa  Roll-Up  keeps  him  snug  under  your 
seat.  With  roll-up  side  panels.  In  three 
sizes for  pets  up  to  22  lbs:  $80-$100. 
Sherpa's  800-743-7723 

Finally,  an  ashtray  worthy  of  our  pre- 
tentious. . .  um,  we  mean  premium  cigars. 
Smokin'  sterling  silver  and  leather  bean- 
bag  comes  with  two  cigar  rests.  Well,  for 
$975  it  should. 

Hotspur  888-ASH-TRAY 

(fy  Not  quite  the  Bayeux  Tapestry,  this 
Afghan  Carpet  depicts  all  the  weapons  that 
made  its fabricators  refugees  today:  grenades, 
AK-47s,  helicopters,  etc.  Off  icial  throw  rug 
of  the  Michigan  Militia. 

Item  #37281  (18"  x  39")  $168 

Item  #37398  (30"  x  44")  $275 

Daily  Planet  800-609-5465 

Keep  the  stomach  fires  burning  with 
this  mouth-shuddering,  four-bottle  collec- 
tion of  gourmet  restaurant  hot  sauces. 
Antacid  not  included.  $22. 
Specialty  Sauces  800-728-2371 

fust  when  you  thought  spitball  couldn't 
get  any  more  fun!  Splatmatic  Blowgun 
unloads  20  paintball pellets  in  ten  seconds. 
Not  a  bad  way  to  paint  the  patio,  either. 

Item  #M16157.".  $20 

U.S.  Cavalry  888-888-7228 
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CONCORD 
SARATOGA® 

Pure  pleasure 
on  the  wrist... 
Gold: 

rich,  solid, 
eighteen  karat 
(coupled  with 
stainless  steel), 
milled  by  hand, 
link  by  link, 
into  a  timepiece 
that  quickens 
the  pulse. 


The  sensation  of  time 


CONCORD 

Watchmakers  Since  1908 

SWISS 


® 


NEIMAN  MARCUS 


SAKS  FIFTH  AVENUE 


BAILEY  BANKS  &  BIDDLE 
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58  U.S.  Surgical 

How  deep  can  you  cut 
before  you  kill 
the  patient? 


150  The  privates 

The  500  biggest 
firms  that 
continue  to  resist 
the  temptations 
of  Wall  Street. 


On  the  Cover 

142  Cyber  power 

Modern,  electronically 
connected  markets  are 
more  powerful  than 
any  politician. 

By  Peter  Huber 

150  The  500  largest 
private  companies 

With  the  Dow  at  6200, 
all  manner  of  once  very 
private  companies  are 
going  public.  But  these 
500  firms  either  don't 
need  the  capital  or  can't 
stand  the  scrutiny. 
Edited  by  Steve  Kichen, 
Tina  Russo  McCarthy 
and  Peter  Newcomb 

Management, 

Strategies, 

Trends 

58  U.S.  Surgical 

Leon  Hirsch  saved  the 
day  by  slashing  costs,  but 
you  can't  restore  a  com- 
pany to  good  health  by 
continual  amputation. 
By  Howard  Rudnitsky 


80  Starting  Your 
Own  Business 
Stillking  Productions 

Matthew  Stillman  was  24 

and  broke  when  he  landed 

in  Prague.  Four  years  later 

he  owns  one  of  Europe's 

hottest  film  production 

companies. 

By  Richard  C.  Morais 

88  Up  &  Comers 
Pioneer  Railcorp 

Owning  a  railroad  isn't 
what  it  used  to  be.  But 
Guy  Brenkman  isn't 
complaining. 

By  Daniel  Roth 


90  Up  &  Comers 
Joyce  Boutique 

Joyce  Ma  imbibed 
retailing  almost  with  her 
mother's  milk — but  it  was 
following  her  own  sense 
of  fashion  that  made  her 
independently  wealthy. 
By  Andrew  Tanzer 

96  Up  &  Comers 
Bonded  Motors 

The  investment  bankers 
didn't  like  touring  the 
shop,  but  they  loved 
the  numbers. 

By  Scott  Woolley 


102  Transocean  Offshore 

Diamond  Offshore  takes 
the  junkyard  approach  to 
building  its  drilling  rigs 
fleet.  Transocean  Offshore 
takes  the  Cadillac 
approach.  Guess  which 
one  Larry  Tisch 
has  bet  on? 
By  Toni  Mack 

118  City  National  Bank 

A  small  bank  in  Los 
Angeles  hopes  to  survive 
by  using  a  niche  strategy. 

By  Seth  Lubove 


234  Connectix 

"Until  you've  sold 
the  market  on  your 
vision,  success  is 
only  in  your  mind." 


67  World  Economic  Forum 

Michael  Bloomberg  and  Bill  Gates 
at  Davos  last  year.  A  meeting  that  gives 
new  meaning  to  the  word  "networking." 


127  For  whom 
the  bell  tolls 

How  the  wine  industry 

pitched  in  to  help 

a  competitor  in  trouble. 

By  Rita  Koselka 

135  Avon's  makeover 

Ding-dong,  nobody's 
home:  50%  of  all  its  sales 
calls  are  now  made 
at  the  workplace. 

By  Dyan  Machan 

226  Marketing 
Ratings  game 

Nielsen  dominates  the 
business  of  television 
ratings.  It  wants  to  do 
the  same  for  the  Internet. 

By  Damon  Darlin 

228  Faces  Behind 
The  Figures 

Ben  Greszes,  Mondo; 
Jeremy  Pearce,  V2;  Sharon 
Fordham,  LifeSavers. 


International 

44  "Diamond  Joe" 
Gutnick  and  the 
Rebbe's  prophecy 

The  Aussie  rabbi  and 
the  Israeli  election. 

By  Matthew  Schifrin 

62  Buying  a  piece 
of  vacationland 

The  time -share  marketers 
take  their  show 
to  Europe. 

By  Richard  C.  Morais 

67  One  of  the  greatest 
shows  on  earth 

Snowy  Davos  in  the  Swiss 
Alps  will  soon  be  crawling 
with  movers  and  shakers. 

By  Tad  Szulc 

110  Great 
expectations 

Europe's  rush  to  create  its 
own  Nasdaq  is  putting  the 
cart  before  the  horse. 

By  Howard  Banks 


Included  with  this  issue  of 
Forbes  magazine  is  our  sup- 
plement, Forbes  ASAP,  mailed 
free  of  charge  to  Forbes'  sub- 
scribers six  times  per  year. 
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135  Avon 

Here  are  the  three  good  reasons  the  door- 
to-door  cosmetics  giant  may  soon 
have  a  female  chief  executive  officer. 
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Money  & 
Investments 

248  The  Funds 
When  your  manager 
sells  out,  should  you? 

Following  takeovers, 
some  big  fund  families 
have  witnessed  a  weaken- 
ing of  performance  and 
a  rise  in  costs.  Maybe 
consolidation  isn't  such 
a  good  thing  for  fund 
investors. 
By  James  M.  Clash 

250  The  Funds 
Should  you  own  a  junk 
money  market  fund? 

So-called  prime  rate  funds 
are  a  sometimes  useful 
cross  between  money 
market  funds  and  junk 
bond  funds.  They  have 
better  yields  than 
the  former  and  more 
safety  than  the  latter. 
By  Thomas  Easton 

248  The  Funds 

Here's  a 

disappointing  fish 
story:  the  results  of 
some  recent  mergers. 


255  The  Forbes/Barra 
Wall  Street  Review 

256  Dividends  Review 

258  Streetwalker 

McDermott  International; 
TeleTech  Holdings; 
MDC  Communications; 
Input/Output. 

Columnists 

48  As  I  See  It 

Dinesh  D'Souza 

85  The  Capitalist  Ethic 

Robert  A.  Sirico 

261  Portfolio  Strategy 
Kenneth  L.  Fisher 

262  Wall  Street  Irregular 
Mark  Hulbert 

264  Stock  Trends 

Laszlo  Birinyi  Jr. 

266  Business  Strategy 

John  Rutledge 

268  Market  Trends 

Martin  Sosnoff 


80  Stillking  Productions 

"It  became  clear  I  didn't  know  what  i 
doing.  They  ordered  me  off  the  set." 


Law  &  Issues 

42  Taxing  Matters 

Why  the  alternative 
minimum  tax  will  soon 
clobber  the  middle  class. 
By  Laura  Saunders 

46  Save  the  males? 

If  white  males  are  pam- 
pered and  privileged,  why 
are  so  many  of  them 
committing  suicide? 
By  Peter  Brimelow 

52  Lender  beware 

The  home-mortgage  mar- 
ket got  in  trouble  again 
with  the  Quota  Cops. 
By  Tim  W.  Ferguson 

122  The  strange  case 
of  the  dangerous 
intersection 

How  computers  are  help- 
ing insurance  companies 
track  down  phony  claims. 
By  Susan  Adams 

Technology 

230  Destination: 
desktop 

Hoping  to  break  a  jinx, 
Toshiba  is  on  track  to  sell 
desktop  PCs  here. 

By  Neil  Weinberg 


234  Real  men  write 
assembly  code 

Connectix  boss 

Jon  Garber  likes 

to  get  his  hands  dirty. 

By  Josh  McHugh 

236  Save  on  dog  food 

Puppies  are  warm,  cuddly 
and  irresistible — even 
digital  ones.  PF.Magic 
moves  to  cash  in. 
By  Rita  Koselka 

240  A  picture  is  worth 
a  thousand  bytes 

One-upping  the  word- 
matchers,  Virage  searches 
files  by  matching  images. 
By  Nikhil  Hutheesing 

246  Parameters 

By  Andrew  J.  Kessler 


Departments 

12  Side  Lines 

14  Follow-Through 

18  On  My  Mind 

22  Readers  Say 

25  Fact  and  Comment 

30  Other  Comments 

35  Commentary 

39  Transparent  Eyeball 

40  Forbes  Index 

285  Flashbacks 

286  Thoughts 

8  Editorial  Index 


Personal  Affairs 

270  Come  hear 
the  band 

If  the  songs  of  Gershwin, 
Berlin,  Kern  and  Rodgers 
still  grab  you,  come  to 
the  cabaret. 
By  Robert  Lenzner 

272  Carte  blanche 
for  crooks 

Banks  are  pushing  new 
ATM  cards  that  double 
as  a  Visa  or  a  MasterCard. 
Avoid  'em. 
By  Alexandra  Alger 

276  Seattle's 
collectors 

"Vasarely  and 
Lichtenstein  had 
premonitions 
of  the  digital 
age. 


270  The  cabarets 

"Man  hungers  for 
melody  the  way  he 
does  for  bread." 


276  Swapping  options 
for  art 

Microsoft  and  its  new 
millionaires  have  made 
the  Emerald  City 
a  hot  market  for 
contemporary  art. 
By  Doris  Athineos 


FORBES  ONLINE  is  an  electronic  edition  of  Forbes  available 
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To  access  Forbes  on  the  Internet,  set  your  browser  to: 
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Every  once  in  a  blue  moon, 
something  new  comes  along  that 
scrambles  your  preconceptions 
and  turns  out  to  be  a  whole  new 
omelet.  like,  whoever  thought 
you  could  say  "luxury  car"  and 
fun"  in  the  same  sentence? 


IN  FACT,  WE  SAID  IT  IN  JUST  ONE  WORD 


For  the  authorized  Catera  dealer  nearest  you,  call 
I  -  8  00 -3  3  3  -  4  C  A  D  or  visit  us  at  www.catera.com. 


(|p  CADILLAC. 


* $3 1. 1 90  MSRP  OF  CATERA  AS  SHOWN.  EXCLUDING  DESTINATION  CHARGE. 

Tax,  license  and  optional  equipment  extra. 


I'JllU.'tll  VJ 
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And  the  roads  we'll  take. 
Let  the  journey  now  begin. 
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Cyber  power 

A   COUPLE   OF   YEARS  BACK 

presidential  adviser  James 
Carville  complained  that  the 
bond  market  w  as  now  more 
powerful  than  the  President 
of  the  U.S.  He  was  right,  and 
his  boss  knew  he  was  right. 
Halfway  through  his  first 
term,  Bill  Clinton  became 
more  conservative.  If  he 
pushed  for  spending  increases 
and  indulged  in  business- 
bashing,  the  markets  would 
trash  the  dollar  and  stocks,  HH 
push  interest  rates  up,  throt- 
tle the  recovery.  Good-bye,  reelection.  In  "Cyber  power,"  Forbes 
columnist  Peter  Huber  explains  how  computer  technology  has 
made  politicians  hostage  to  the  financial  markets.  The  pols  have  no 
choice  but  to  act  prudently.  Unlike  people,  markets  vote  even'  day, 
every  minute,  every  second,  using  computer  networks. 

One  of  the  very  first  to 
understand  how  informa- 
tion technology  had 
changed  the  rules  of  pol- 
itics was  Walter  Wriston, 
retired  Citibank  chair- 
man. In  his  insightful 
1992  book,  The  Twilight 
of  Sovereignty,  he  wrote 
that  "information  has 
always  been  society's 
great  equalizer,"  and  that 
information  was  now 
cheap  and  instantaneous: 
"We  don't  have  a  gold 
MBBBI  standard  but  an  informa- 

tion standard,  which  is 
more  draconian,"  Wriston  told  Forbes  last  month.  "It  imposes 
great  discipline  on  governments  to  behave.  Governments  started 
out  setting  laws  and  providing  for  common  defense,  and  now 
they  are  concerned  with  how  we  dispose  of  kitty  litter." 

Read  Huber's  article.  It  starts  on  page  142.  Then  read  Wris- 
ton's  book,  which  Charles  Scribner's  Sons  still  has  in  print  for 
$25.  Perhaps  more  than  anything  else  I've  read,  they  explain  why 
the  stock  market  has  kept  going  up  and  up  and  up. 

Among  the  first  to  be  wrong 

In  this  issue  we  share  a  heaping  dish  of  crow  (page  14)  with 
writer  Peggy  Noonan,  whose  Apr.  25,  1994  Forbes  cover  story 
predicted  that  Bill  Clinton  would  be  a  one-termer.  Even  when 
she's  eating  crow,  Peggy  does  it  with  class.  At  least,  she  says,  "I 
was  wrong  way  ahead  of  everyone  else."  She's  a  splendid  w  riter 
who  combines  a  common  touch  w  ith  clear  thinking,  and  we  hope 
you'll  be  seeing  more  of  her  in  this  magazine. 


Walter  Wriston 
Equality  via  computer. 


Editor 
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EDITED  BY  DAVID  S.  FONDILLER 


"The  people  have  spoken,  the  bastards" 

By  Peggy  Noonan 


Forbes  has  asked  me  to  expand 
upon  my  article  of  two  years  ago 
(Apr.  25,  1994)  saying  Bill  Clinton 
was  sure  to  be  a  one-term  President. 
This  led  me  to  experiment  with  dif- 
ferent leads,'  such  as:  "After  I  saved  a 
child  from  a  raging  fire  some  time 
back,  I  was  forced  to  use  painkillers 
to  deal  with  the  burns.  Unfortunate- 
ly, I  became  dependent  on  them.  It 
was  at  this  time  that  I  wrote  a  piece 
for  Forbes.  ..." 

Or:  "You  probably  don't  know- 
how  much  Forbes  changes  a  writer's 
copy,  but  let  me  tell  you. ..." 

But  of  course  I  was,  simply, 
wrong.  And  I  cannot 
claim  that  I  didn't 
think  it  through,  for 
I  did;  nor  can  I  say 
that  I  foolishly 
bowed  to  the 
common  wisdom, 
for  I  didn't.  I  was 
wrong  way  ahead  of 
everyone  else. 

This  is  how  I  saw 
it:  Early  on,  Bill 
Clinton  was  so  con- 
fused about  what  he 
wanted  to  do  as 
President,  so  unsure 
as  to  his  Administra- 
tion's reason  for 
being,  that  he  flailed 
about  wildly,  jump- 
ing from  gays  in  the  military  to 
nationalized  medicine  to  budgets  so 
big  and  greasy  they  could  have  been 
served  up  with  hot  sauce  at  a  Texas 
barbecue. 

He  was  like  that — a  walking,  talk- 
ing Human  Blunder — for  two  years. 
And  everywhere  I  went  in  America — 
for  I  often  leave  the  island  of  Man- 
hattan and  journey  to  the  continent 
to  find  out  how  they're  thinking  over 
there — people,  when  I  mentioned 
Clinton,  would  roll  their  eyes.  They 
had  hired  him,  and  now  they  would 
fire  him.  But  he  had  two  years  to 
play  out  his  contract,  and  they'd  have 
to  suffer  through  it.  Here's  some- 
thing they  also  did  that  I  wish  I'd 
paid  more  attention  to:  Every  time 
people  damned  Clinton,  they'd 
smile.  They'd  smile  when  I  brought 
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up  his  name.  They'd  smile  as  if  he 
were  an  erring  younger  brother. 
There  was  a  kind  of  softness  to  their 
disapproval. 

Anyway,  I  never  thought  he'd 
recover  from  his  first  years,  in  part 
because  you  only  get  one  chance  to 
make  a  first  impression,  but  more 
seriously  because  it  involved  imagin- 
ing liberalism  would  change  its 
stripes.  And  that  just  wasn't  likely. 

Then  Clinton  was  blasted  almost 
out  of  his  chair  by  the  1994  Repub- 
lican sweep,  and  as  is  often  the  case 
with  those  who  are  tough  and 
hungry  competitors — and  that,  for  all 
his  much  bitten 
~ "~  I  lower  lip,  is  what  he 
is — defeat  contained 
the  seeds  of  victory. 

He  looked  down 
into  the  abyss  and 
saw  his  death.  He 
called  into  the  Oval 
Office  a  thing  that 
had  not  been  there 
since  Nixon — a  sinis- 
ter force:  Dick 
Morris.  Clinton  lis- 
tened, declared  the 
era  of  big  govern- 
ment over — liberal- 
ism, at  least  rhetori- 
cally, was  changing 
its  stripes! — and 
changed  the  subject 
matter  of  his  presidency.  Now  he  was 
a  new  traditionalist,  a  protector  of 
schoolchildren  and  single  mothers. 
He  eliminated  some  potentially  dan- 
gerous issues,  such  as  welfare,  by 
bowing  to  conservatives,  and  stole 
other  issues  by  obscuring  them.  Thus 
family  values  became  parental  leave. 

Clinton  read,  and  read  well,  the 
emotional  terrain.  And  he  was  smart 
enough  to  step  back  from  the  lime- 
light, letting  Newt  Gingrich  domi- 
nate the  news.  Clinton  smiled  as  the 
fierce  and  dramatic  Georgian  turned 
too  hot.  And  ever  so  slowly,  ever  so 
steadily,  Clinton  recovered. 

People  told  me:  "Watch  out,  Bill 
Clinton  is  a  great  campaigner."  And 
I'd  say:  "No,  he's  not;  great  cam- 
paigners say  great  things,  and  Clin- 
ton never  said  anything  interesting  in 
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THE  CROWN  JEWEL  OF  WALL  STREET 


THE  TRUMP  BUILDING 

 ,   AT 

40  WALL  STREET 


Donald  J.  Trump  and  The  Trump  Organization  will  soon 
complete  construction  of  40  Wall  Street,  returning  this  truly  great 
landmark  tower  to  its  original  grandeur.  At  one  time  the  tallest 
building  in  the  world,  the  72-story,  1.3  million  square  foot 
office  tower  has  long  provided  the  most  exhilarating  views 
in  all  of  New  York.  Now,  with  3,500  brand  new  Wausau 
windows,  two  recently  installed  1,300-ton  York  chillers, 
state-of-the-art  life-safety  and  telecommunications 
systems  and  an  all  new  Italian  marble  and 
bronze  lobby,  40  Wall  Street  is  offering  tenants 
the  top-of-the-line  amenities  they  would 
expect  from  one  of  the  world's  great 
buildings.  When  completed,  The  Trump 
Building  at  40  Wall  Street  will  reclaim  its 
rightful  place  as  the  Crown  Jewel  of  the 
Lower  Manhattan  skyline,  an  enduring 
testament  to  the  City's  splendid  past 
and  a  symbol  of  its  brilliant  future. 
For  information  on  leasing  office 
space  call  Cushman  &  Wakefield 
•j^     at  212.709.0722  or  The  Trump 
Organization  at  212.480.9026. 


Thirty  Countries. 
Six  Continents. 
Let  Vanguard 
Chart  Your  Course. 


In  the  international  markets,  knowing  where  to 
invest  is  important.  But  knowing  who  to  invest  with 
is  crucial.  So  as  you  assess  your  needs  and  investigate 
opportunities,  we  think  you'll  come  to  this  conclusion: 
The  more  you  know  about  international  investing,  the 
more  you'll  want  to  know  about  Vanguard. 

Why  Diversify  Overseas? 

Experts  suggest  a  strategy  of  diversifying  up 
to  25%  overseas.  The  reason:  Attractive  long-term 
potential  and  performance  cycles  that  sometimes 
differ  from  U.S.  stocks  —  which  can  often  help 
reduce  volatility  in  your  total  portfolio. 

Plain  Talk  About  Complex  Markets 

Whatever  your  level  of  experience.  Vanguard's  Plain 
Talk'"  booklet  about  International  Investing  explains 
how  to  use  international  funds  in  a  well- 
balanced,  efficient  portfolio. 
By  describing  overseas 
markets  and  explaining 
the  risks  inherent  in 
international  investing, 
including  currency  and 
country  risk,  we  give 
you  a  solid  foundation 
to  make  the  most 
effective  investment 
decisions. 


A  Broad  Selection  of  Funds 

Total  International  Portfolio  has  broad  exposure 
to  more  than  1,500  stocks  in  30  countries. 

European  Portfolio  offers  a  diverse  selection  of 
stocks  in  Europe's  14  largest  markets. 

Pacific  Portfolio  invests  in  six  Pacific  Basin  markets. 

Emerging  Markets  Portfolio  invests  in  the  world's 
rapidly  developing  countries. 

International  Growth  Portfolio  invests  in  some 
30  markets  outside  the  U.S.  with  above  average 
growth  potential. 

Trustees'  Equity  Fund  International  Portfolio 

invests  in  large  and  mid-cap  value  oriented  companies. 

Horizon  Global  Equity  Portfolio  offers  "value" 
and  "growth"  stocks  of  U.S.  and  foreign  companies 

Horizon  Global  Asset  Allocation  Portfolio  offers 
a  changing  mix  of  stocks,  bonds,  and  cash  reserves. 

Plus  The  Vanguard  Cost  Advantage 

All  Vanguard  international  funds  are  no-load.  And 
our  average  annual  operating  costs  are  just  .43%, 
while  the  industry  average  cost  for  diversified 
international  stock  funds  is  1.58%.  (Source:  Lipper 
Analytical  Services,  Inc.)  So  more  of  your  funds' 
returns  can  be  paid  to  you.  Select  the  funds  you  want 
to  know  more  about  and  call  us  for  an  International 
Investment  Kit. 


For  your  International  Investment  Kit  call:  1-800-962-5028. 

Or  visit  us  on  America  Online,  keyword:  Vanguard.  Or  at  http://www.vanguard.com 

THtVanftyardGROUP 

^  the  more  you  know™ 

Your  kit  will  include  a  prospectus,  with  more  complete  information  about  charges  and  other  expenses. 
Be  sure  to  read  it  carefully  before  investing  or  sending  money. 
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his  life  and  never  will." 

Little  did  I  know,  she  said  defen- 
sively, that  the  Republicans  would 
nominate  to  go  against  him  a  man 
with  even  less  to  say,  and  who  said  it 
even  worse. 

I  didn't  think  Bob  Dole  would  get 
the  nomination.  I  thought  it  wasn't 
his  year,  that  he'd  retire  one  day  as 
one  of  the  great  legislators  of  U.S. 
Senate  history,  go  down  in  the  books 
as  a  man  who  lived  by  shrewdness 
and  shorthand  and  who  expressed 
himself  in  code.  He  would  not  win 
the  nomination  because  Republicans 
know  the  presidency  is  in  large  part 
a  speaking  job,  and  that  isn't  what 
Bob  Dole  does. 

But  in  a  crowded  field  Dole 
emerged  as  the  winner,  and  that  was 
the  final  good  news  for  Clinton. 

Clinton  is  a  lucky  man,  and  that  is 
not  a  put-down.  A  Broadway  musi- 
cal from  my  youth,  Pippin,  had  a 

kittle  did  I  know 
that  the  Republicans 
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character  sing  of  "the  rule  that  every 
general  knows  by  heart/That  it's 
smarter  to  be  lucky  than  it's  lucky  to 
be  smart."  History  gave  Bill  Clinton 
peace.  And  prosperity.  And  a  nation- 
al mood  of  anxious  well-being,  a 
sense  out  there  that  change  can, 
should,  be  incremental  and  inch  by 
inch,  and  that  the  most  interesting 
politician  in  America — our  Newt — 
should  stay  on  as  a  force  and  be  hap- 
pily moderated  by  a  newly  practical 
and  even  chastened  second-termer 
named  Clinton. 

Who  was  it  who  said,  "The 
people  have  spoken,  the  bastards"? 
I  mean,  apart  from  Steve  Forbes. 
Anyway,  whoever  said  it  knew  some- 
thing about  losing,  about  the  proper 
attitude  to  defeat:  Look  'em  in  the 
eye,  and  tell  'em  they  were  wrong. 
In  this  case  I  was  wrong.  Though 
I'd  have  been  spared  this  humiliat- 
ing admission  if  I'd  been  more  pru- 
dently edited  by  Forbes'  editors, 
the  bastards.  MS 
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Award-winning 
locations 


For  reservations,  call  your  travel  consultant  or  USA  &  Canada 
Toll-free:  (1  800)  942  5050  Internet:  http://www  Shangn-La.com 
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Save  Up  To  70% 

On  Life  Insurance. 


If  you're  65  or  under, 
in  good  health  and  a  non-tobacco 
user,  you  may  qualify  for  our  10-year 
Super  Select  Term  Life  Insurance. 
Call  for  a  free  no-obligation  quote. 
Call  us  today  and  see  how  you 
may  save  up  to  70%  on  your 
life  insurance. 

(^ZURICH  DIRECT 

A  Unit  of  Zurich  Kemper  Life 


SHOP  AND  COMPARE 
Super  Select  Monthly  Premiums: 
Years  1-10  Male  Preferred  Non-Tobacco  User 


Age 

$100,000 

35 

$  11.84 

45 

$  18.80 

55 

$  35.94 

Age 

$250,000 

35 

$  20.45 

45 

$  37.85 

55 

$  80.70 

Age 

$500,000 

35 

$  34.80 

45 

$  69.60 

55 

$155.30 

CALL  FOR  A  FREE  QUOTE:  1-800-403-0904 

or  visit  us  at:  http://www.zurichdirect.com 
The  Way  Life  Should  Be.sm 

Zurich  Direct  Insurance  Agency.  Schaumburg,  Illinois.  Super  Select  Term  policies  are  issued  by  Zurich  Life  Insurance  Company  of 
America.  Long  Grove.  Illinois.  Ratings:  A.M.  Best  A  (Excellent);  Standard  &  Poor's  AA-(Excellent);  Moody's  Aa3  (Excellent).  Policy 
Series  Z5002.  70%  savings  based  on  comparison  with  other  leading  insurers.  Non-tobacco  means  no  tobacco  use  within  the 
past  36  months.  Not  available  in  all  states. 


WEST'S  WORRYING  TOP  EXECUTIVES/ EDITED  DY  KATAR2YNA  WANDYC2 


By  Christine  Foster 


it's  not  easy  being  number  two  to  a  successful,  hard-driving  executive.  The  average  tenure 
of  an  understudy  is  less  than  four  years,  according  to  headhunters  Ward  Howell  International. 
What  does  it  take  to  make  such  a  difficult  relationship  work?  Forbes  queried  two  highly  successful 
chief  executive  officer/chief  operating  officer  pairs  for  some  insights. 


Thomas  Murphy  former  chairman 
and  chief  executive  officer,  71 
Daniel  Burke  former  president 
and  longtime  chief  operating  officer,  67 
Capital  Cities/ABC 

Together  they  built  a  small  New  York- based 
broadcasting  company  into  a  media  giant  before 
selling  it  this  year  to  Disney  for  $19  billion. 

Murphy:  I  first  met  Dan  briefly  at  the  time  when 
Dan's  older  brother  and  I  were  roommates 
together  here  on  the  East  Side  of  New  York, 
trying  to  stay  out  of  trouble. 

Six  years  later  I  ran  our  [Capital 
Cities']  original  television  station  up  in 
Albany,  N.Y.,  and  when  I  was  looking 
for  a  replacement  for  myself  I 
thought  of  Dan,  who  was  then 
working  at  General  Foods.  He  had 
no  TV  experience.  I  myself  didn't 
have  any  TV  experience  when  I  first 
started.  I  always  had  a  policy  that 
you  try  to  hire  the  smartest  people 
you  possibly  can.  You  bet  on  brains, 
not  experience. 

Burke:  The  first  time  I  was  ever  in  a 
television  station  he  left  me  there  in 
charge,  and  it  was  interesting  because 
for  at  least  six  weeks,  knowing  I 
had  no  experience,  he  never 
called  or  checked  in.  He  has  no 
great  need  to  meddle  or  super- 
vise or  interfere. 

Murphy:  It  very  quickly 
became  clear  to  me  that  he  was 
the  most  gifted  person  at  our 
company.  That's  what  executives  have  to  do, 
evaluate  what  potential  people  have. 

When  I  became  chief  executive  myself,  which 
was  some  30  years  ago,  I  picked  Dan  to  be  my 
number  two  guy.  He  very  quickly  became  my 
equal  partner  in  every  way.  We  never  disagreed 
on  any  major  issue. 

Burke:  We  had  one  argument  in  35  years,  on 
a  golf  course.  It  wasn't  over  business.  He  was 
way  down  the  fairway  ahead  of  me.  I  got  angry 
and  smacked  the  ball.  One  of  the  best  shots  I've 
ever  hit  and  it  almost  bopped  him  on  the  head. 

Murphy:  We  both  like  to  win.  I  want  you  to 
know  it  gets  pretty  competitive.  But  it  would 
be  hard  to  do  what  we  did  and  not  be  friends. 


time  if  ^ 


in  1 1 


Dan  and  I  have  the  same  value  system.  Our 
families  were  a  very  important  part  of  our  lives. 
That  was  something  we  shared.  We  are  still 
close  friends.  I  had  dinner  with  him  last  Satur- 
day night.  We  live  near  each  other  in  Rye,  N.Y. 

Burke:  I  love  business,  but  it  was  always  no 
better  than  second  on  my  priority  list.  That  has 
significance,  because  as  long  as  that  is  the  case 
you  don't  really  get  excessively  worried.  I  just 
did  the  best  I  could  every  day  and  then  left  it 
here,  and  then  came  back  the  next  day  and  did 
the  same  thing. 

Murph  had  the  ability  to  always  make  me  feel 
as  if  I  was  in  charge  anyway.  I  remember  the 
weekend  when  he  took  me  out 
side  and  said,  "Dan,  I  want 
to  ask  you  one  more  time  if 
you  are  prepared  to 
do  the  ABC  deal," 
because  Warren 
Buffett  had  said  to  us  it  i 
would  make  us  more 
visible  but  would  change 
our  lifestyles,  and  Murph 
said,  "Dan,  I  don't  want 
to  do  this  unless  you  are 
prepared  for  whatev 
might  come."  It  w 
expression  of  confide 
and  I  said  I 
wanted  to 
do  it. 

But  not 
even  then, 
not  once,  did 
we  discuss  my  becoming  number  one. 

Murphy:  Oh,  I'm  sure  he  was  offered  other 
jobs  ...  but  I  hope  he  stayed  because  he  really 
liked  it  here. 

Burke:  Nobody  ever  asked  me  to  do  any- 
thing else.  One  reason  for  that  is  I  probably 
radiated  so  much  satisfaction  and  comfort  with 
my  responsibilities  and  relationship  with  Tom. 

And  then  he  surprised  me,  stood  up  at  a 
management  meeting  and  indicated  that  when 
he  turned  65  he  was  going  to  ask  the  board  to 
elect  me  chief  executive  officer.  That  was  terrif- 
ic, except  that  we  had  a  general  recession 
nationally,  so  within  a  couple  of  weeks  of  my 
being  named  chief  executive  officer  our  stock 
price  was  almost  cut  in  half. 
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cut  here 


A  SPLENDID  HOLIDAY  GIFT  AND  EXACTLY  ENOUGH  PAPER  TO  WRAP  IT. 

)kay,  so  you  have  to  take  it  out  of  its  box  before  wrapping 
t,  but  the  point  is  the  Stylus  Zoom  is  very  compact.  Tiny 
hough  it  is,  it  packs  a  powerful  2X  zoom  lens,  red-eye 
eduction  and  all  the  other  features  of  an  automatic 
amera  into  its  weatherproof  body. 

i  addition  to  the  Stylus  Zoom,  there's  the  award-winning 
Itylus,  or  the  Stylus  Zoom  105  which  boasts  an  incredibly 
lowerful  3X  zoom  lens.  Enough  gifts  for  an  entire  family. 
Hint  for  next  year:  photo  albums.) 

OLYMPUS 

How  the  Big  Shots  take  Snapshots.™ 

i  USA  call  1-800-6-CAMERA  or  write  Olympus  America  Inc.,  2  Corporate  Center  Drive,  Melville,  NY  11747.  In  Canada:  Carsen  Group,  Inc  .Toronto.  Internet:  http://www  olympus.com 


Profile 

of  an 

understudy 

■  The  average 
number  two 
executive  is  a  50- 
year-old  man. 

&  More  number 
twos  come  from 
marketing  than 
any  other  field. 

a  Eighty-six  per- 
cent of  seconds- 
in-command  get 
promoted  to  the 
top  spot. 


Source:  Ward  Howell 
International. 


Murph  was  still  around,  but  I  never  felt  he 
was  second-guessing.  I  always  knew  that  none 
of  the  mistakes  I  made  or  would  make  would 
be  a  source  of  friction  between  us  and  I  never 
operated  with  much  fear  in  business,  and  nei- 
ther did  he. 

Murphy:  I  wouldn't  think  it  would  be  some- 
thing easy  [for  other  executives  to  have  a  rela- 
tionship like  we  had].  First  of  all,  the  number 
one  guys  usually  aren't  head  for  30  years. 
And  I  think  it  would  require  the  personalities 
of  the  two  people  that  were  involved  in 
this  case. 


Charles  Wang  chief  executive  officer,  52 
Sanjay  Kumar  chief  operating  officer,  34 
Computer  Associates 

From  a  startup  business  software  company, 
Wang,  with  Kumar  at  his  side  for  the  last 
decade,  built  Computer  Associates  into 
a  $3.9  billion  industry  leader. 

Wang:  When  you  look  for  a  chief  operating  offi- 
cer the  credentials  are  not  as  important  as  the 
relationship  and  the  trust.  Before  Sanjay,  my 
brother  Tony  was  my  chief  operating  officer — 
you  see,  someone  I  absolutely  trust. 

Sanjay  came  in  an  acquisition  of  uccel  in 
1987.  He  was  one  of  thousands  of  employees. 
He  was  a  development  manager,  he  didn't  even 
run  development.  We  would  have  monthly 
product  owners  meetings  and  I  could  see  how 
people  gravitated  toward  him  and  listened  to 
him,  like  to  a  leader.  He  and  I  had  a  better 
chemistry  than  I  had  with  other  managers. 

Kumar:  I  met  Charles  the  day  of  the  acquisi- 
tion itself.  I  was  25  at  that  time.  I've  always 
been  known  for  being  blunt.  So  if  Computer 
Associates  did  it  X  way  and  UCCEL  did  it  Y  way, 
I  was  suggesting  Z,  which  came  as  a  shock  to 
everybody  because  normally  the  guy  from  the 
acquired  company  is  fighting  what  the  acquirer 
is  doing.  I  said  to  Charles:  "Allow  me  to  do  it 
and  allow  me  to  put  my  neck  on  the  line,  and  if 
it  worked  it  worked,  and  if  it  didn't,  lower  the 
guillotine."  And  he  said:  "Hmm,  okay.  I  see 
you  want  to  put  your  neck  on  the  line.  Great,  it 
must  be  something  you  believe  in." 

A  year  and  a  half  after  I  had  met  Charles,  I 
bought  this  big  house  in  Dallas.  I  remember 
looking  at  Charles  and  saying:  "Charles,  am  I 
going  to  be  in  Dallas  for  a  while?  Should  I 
really  buy  this  big  house?"  Aid  he  goes,  "Ah, 
yes,  yes.  Buy  the  biggest  house  you  can  afford 
and  buy  a  little  bit  bigger." 

So  1  buy  that  house  and  then  three  months 
later  he  calls  me  up  and  says,  "You  know  that 
house?  You're  going  to  have  to  sell  it.  I  want 
you  to  come  up  here  and  work  for  me  doing 
things  in  strategic  planning.  " 


I  said:  "I'd  love  to  do  that,  but  don't  you 
think  I'm  doing  a  great  job?"  His  response  was: 
"I  think  you  arc  doing  a  terrific  job.  It's  time 
for  me  to  move  you  on  and  teach  you  some- 
thing else." 

Wang:  When  I  first  brought  him  in  here 
everybody  was  saying,  "How  old  is  he?  How 
old  is  this  guy  working  directly  for  Charles?" 
But  today  I  think  people  would  say  that's  one 
of  the  more  brilliant  things  I  did. 

Ultimately  the  chief  executive  officers  are  the 
ones  who  run  the  strategy,  the  vision.  Then 
they  need  great  implementers,  whom  they  can 
absolutely  trust.The  last  four  of  five  acquisi- 
tions, he  pretty  much  ran  the  whole  thing. 
Yeah,  we  were  on  the  phone  back  and  forth 
quite  a  bit,  but  just  as  a  sounding  board. 

Kumar:  The  joke  at  Computer  Associates  is 
that  Charles  could  start  a  meeting  and  I  could 
finish  it  and  we  wouldn't  have  to  meet  in  the 
middle.  We've  done  more  acquisitions  than 
anybody  else,  and  it's  a  little  unnerving  for  the 
party  that's  being  acquired  in  that  one  day  I 
show  up  in  negotiation  and  one  day  Charles 
will.  That's  without  even  often  spending  a  lot 
of  time  together  between  meetings. 

Wang:  He  knows  if  anything  happens  to  me 
he's  the  guy.  But  I  plan  to  be  here  another 
50  years. 

Kumar:  I  don't  view  it  as  being  number  two. 
I  really  don't.  We  share  a  unique  working  rela- 
tionship in  that  our  office  is  kind  of  L  shape. 
We  sit  at  either  end  of  the  L.  The  administrative 
staff  sit  between  the  two  ends  of  the  L,  and  it's 
open.  I  go  to  so  many  other  companies  that  are 
much  smaller  where  the  chief  executive  officer 
needs  appointments  to  see  the  president  and  I 
crack  up.  I  mean  we  have  breakfast,  lunch  and 
dinner  together. 

Wang:  We  live  pretty  close  to  each  other. 
Our  wives  know  each  other.  I  saw  him  for  lunch 
on  Sunday.  We  enjoy  each  other's  company. 
You  have  to.  It  has  to  be  fun  working  together. 
Otherwise  I  think  you  have  a  problem. 

We  share  the  same  personal  philosophy.  Both 
of  us  came  here  and  saw  our  parents  struggle 
with  nothing.  His  parents,  my  parents  did  very 
well  in  the  countries  they  came  from,  but  gave 
up  everything  to  start  over.  Appreciation  of 
opportunity  sometimes  stems  from  where  you 
were  and  what  you've  seen.  B 


What's  on  your  mind? 

If  you  are  a  business  executive,  whether 
with  a  big  company  or  a  small  one,  we'd 
like  to  know  what's  bothering  you  these 
days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 


20 


Forbes  ■  December  2,  1996 


INTRODUCING  GOLF  VACATIONS  SO  COMPLETE, 
YOU'LL  HAVE  TO  ACTUALLY  MAKE  STUFF  UP  TO  WORRY  ABOUT. 


With  the  Card,  you  can  enjoy 
the  security  which  comes  from 
more  than  1,  700  Travel  Service 
locations'  in  over  120  countries 
Whether  it  s  quick  access  to  cash 
or  replacement  of  a  lost  Card, 
American  Express  is  ready  to 
assist  you  when  you  need  it  most. 
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Looking  for  the  ultimate  in  worry-free  travel?  Consider  America  West  Golf  Vacations, 
offering  guaranteed  tee  times  up  to  90  days  in  advance  at  exclusive  courses  through- 
out the  Phoenix/Scottsdale  area.  Round-trip  air.  Hotel  accommodations.  Even  a 
rental  car.  All  in  one  affordable  package,  courtesy  of  America  West  and  The  American 
Express®  Card.  If  you're  a  member  of  the  America  West  worldwide  frequent  flyer 
program,  FlightFund,®  you  can  earn  an  exclusive  5,000  bonus  miles**  just  by 
charging  the  trip  to  your  American  Express®  Card.  Which  should  free  your  mind 
considerably.  Not  that  that's  always  a  good  thing,  of  course.  For  information  or  reser- 

jS^i^SSSS  ^America West Golf Vacations 


©1996  America  Wesl  Airlines  *Not  all  services  available  at  all  locations  ** 5,000  FlightFund  bonus  miles  will  be  awarded  for  America  West  Golf  Vacation  packages  completed  1  2/1/96 
through  1/31/97,  and  charged  to  the  American  Express  Card  FlightFund  bonus  miles  will  only  be  awarded  to  one  purchaser  per  package  Bonus  mileage  coupon  received  w.lh  golf  pack- 
age must  be  completed  and  returned  to  AWA  to  be  eligible.  Application  of  FlightFund  bonus  miles  is  in  lieu  of  the  standard  500-mile  bonus  issued  with  all  America  West  Vacation  packages. 
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A  Salem  "witch"  on  trial 
Death,  but  not  at  the  stake. 


itch  myths  revisited 

:  Re  "Salem  revisited"  (Reality 
Check,  Nov.  4).  The  clever  compari- 
son between  environmental  zealots 
and  the  Salem  witch 
trials  is  marred  by  the 
use  of  cultural  myth. 
You  write  of  "women 
.  .  .  convicted"  and 
witches  being  sent  "to 
the  stake."  Of  the  31 
sentenced  to  death  in 
1692,  6  were  men. 
Nine    survived  the 
hysteria;    19  were 
hanged  and  1  man 
was     "pressed  to 
death";  2  died  in  jail. 
No  "witches"  were 
ever  burned  at  the 
stake  in  Salem.  That  MHH 
was  a  method  of  the 
Old  World. 
-Rev.  Craig  Bensen 
Cambridge,  Vt. 

Baseball's  attractions 

Sir:  Re  "A  truly  Yankee  sport"  (Fact 
and  Comment,  Nov.  18).  Two  addi- 
tional aspects  of  baseball  attract.  First, 
it  allows  for  the  enjoyable  application 
of  mathematics  in  the  geometry  of  its 
play  and  the  statistical  analysis  of  its 
results.  Second,  it  is  the  only  major 
sport  in  which,  when  one  team  is  on 
offense,  the  other  (defense)  controls 
the  ball. 

-Douglas  G.  Duncan 
Centreville,  Va. 

Rethinking  our  schools 

Sir:  Re  "The  school  catastrophe" 
(Nov.  4).  Over  the  past  30  years,  we 
as  shareholders  in  the  education 
system  have  asked  it  to  take  on 
responsibilities  it  was  not  designed  to 
handle:  to  feed,  dress  and  "fully" 
educate,  from  the  basics  of  2  plus  2 


to  the  complexities  of  pregnancy  and 
substance  abuse.  If  we  were  to  force 
the  same  scope  of  responsibilities  on 
banks  or  food  stores,  we  might  find 
similar  results.  If  we 
§  don't  wish  to  bear  the 
financial  burden  of  the 
school  system,  we 
shouldn't  ask  it  to 
bear  the  social  burden 
of  raising  our  children. 
-Jon  Williams 
Bend,  Ore. 

Sir:  I  believe  you  miss 
the  point  in  "The 
school  catastrophe." 
That  "relentless  cost 
increase"  of  more 
teachers  per  pupil  is 
fueled  primarily  by  1 ) 
a  growing  faction  of 
students  who  are  not  being  raised  to 
act  in  a  civilized  manner,  and  2) 
administrators  and  teachers  having 
their  powers  of  discipline  eliminated 
(particularly  by  the  threat  of  lawsuits) 
while  at  the  same  time  being 
required  to  include  the  entire  spec- 
trum of  "high  maintenance"  learners 
in  the  "average"  class.  Until  this 
nation  shows  the  will  to  adequately 
address  our  social  problems,  educa- 
tion will  continue  to  use  increased 
manpower. 

-Susan  B.  Hotalling 
Wagoner,  Okla. 

Sir:  Consider  the  future  of  our  coun- 
try's labor  pool  for  a  moment.  Can 
we  expect  government-run  schools  to 
produce  a  strong  work  force  which  is 
supportive  of  a  capitalist  system?  Is  it 
not  time  for  business  leaders  every- 
where to  take  up  the  cause  of  Ameri- 
can education?  We  can  make  a  differ- 
ence now  or  train  them  on  company 
time  later. 

-Jonathan  Norton 
La  Grange,  Ga. 

Recipe  for  longevity 

Sir:  Re  "Spinach  in  a  pill"  (Nov.  4). 
Elementary  knowledge  of  nutrition 
indicates  that  vitamins  must  be  taken 
in  proper  combinations,  and  they 
simply  do  not  function  unless  given 
with  appropriate  mineral  supple- 
ments. Dr.  Linus  Pauling  outlived  all 
his  critics,  actively  working  until  he 


died  at  93.  Even  he  didn't  under- 
stand the  importance  of  minerals,  or 
perhaps  he  would  still  be  living. 
-R.  Russell  Bixler 
Pittsburgh,  Pa. 

The  right  address 

Sir:  Re  "Where  to  find  the  best  small 
companies  in  America"  (Nov.  4).  Our 
correct  address  and  phone  are  as 
follows: 
Amresco 

700  North  Pearl  St. 
Suite  2400,  LB  342 
Dallas,  Tex.  75201-7424 
214-953-7700 
-Robert  H.  Lutz  Jr. 
Chief  Executive  Officer 
Amresco 

Pre-slacker  prescription? 

Sir:  Re  "Deliver  the  paper?  No  way! 
I'm  going  to  the  mall."  (Transpar- 
ent Eyeball,  Nov.  18.)  My  company 
has  employed  over  500  young 
people  from  14  to  18  years  of  age; 
13-to- 15 -year-olds  are  eager  to  work 
and  be  paid  for 
their  efforts. 
Regrettably,  / 
the  do- 
gooders  in 
the  state  legis- 
latures decid- 
ed that  "child 
labor"  causes 
juvenile  delin- 
quency and  poor  school  grades.  They 
have  made  it  virtually  impossible  to 
hire  anyone  under  16.  These  same 
bureaucrats  probably  believe  that 
the  time  to  pour  cement  is  after  it 
has  hardened.  They're  wrong!  The 
work  ethic  is  formed  early. 
-Ray  Hallett 
Sunny  side,  Wash. 

A  cookie  you  can  trust 

Sir:  Re  "DoubleClick  is  watching 
you"  (Nov.  4).  I  have  19  years  of 
experience  in  the  computer  industry, 
and  have  done  enough  research  to 
know  that  there's  no  way  that  a 
cookie  could  be  perceived  as  an  active 
entity  that  would  peruse  your  com- 
puter looking  for  information. 
-Graham  TerMarsch 
Vancouver,  B.C.,  Canada 
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In  a  world  where  time  moves 
ever  faster,  we  need  things 
which  preserve  the  moment. 

Meisterstiick  Solitaire  Platinum 
950  platinum  with  gold  fittings. 
Handcrafted  with  18K  gold  nib 


THE  ART  OF  WRITING 


595  AAADISON  AVE  ,  NEW  YORK  •   100  GRANT  AVE  ,  SAN  FRANCISCO  •  THE  MALI  AT  SHORT  HILLS.  SHORT  HILLS  •  ROOSEVELT  FIELD.  GARDEN  CITY 
ALA  MOANA  CENTER,  HONOLULU  •  900  NORTH  MICHIGAN  AVE  ,  CHICAGO  •  1 5 1  BLOOR  ST  WEST,  TORONTO  •  SOMERSET  COLLECTION,  TROY  •  COPLEY  PLACE,  BOSTON 

FOR  MORE  INFORMATION  CALL  L800-388-4810 
THE  SHOPS  AT  SELECT  BLOOMINGDALE'S,  MARSHALL  FIELD'S,  NEIMAN  MARCUS  AND  SAKS  FIFTH  AVENUE 


There  is  an  entire  world  beneath  this  sky,  and  on  it  daily,  2,066, 706 futures  are  traded, 
69,960,000  barrels  of  oil  are  produced,  136,145  cars  roll  off  assembly  lines,  countless 
disasters  occur  and  governments  govern,  some  well,  some  poorly.  Yet,  with  all  this  diversity, 
one  basic  need  transcends  all  others.  The  need  to  communicate.  This  is  our  planet.  From 
where  we  sit,  there  are  no  borders  dividing  countries,  no  ribbons  of  telephone  lines,  no  dishes, 
just  the  sky.  And  if  you  can  see  the  sky,  you  can  communicate  on  our  planet. 


INTRODUCING 

PLACET  I 

The  first  affordable,  portable,  global  communications  system.  Phone,  fax,  e-mail  and  messaging,  for  about  the  price  of  a  laptop  computer. 
Call  1-888-PLA  NE  Tl  or +1-30 1-2 14-3500  outside  the  I  '.S.  E-mail:  Planetl@comsat.com  Web:  www.comsat.,  om  (^COMSAT 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


NO  TIME  FOR  TIMIDITY 


Republicans  must  resist  the  temptation  to  act  old  and  small. 
The  President  will  appoint  a  commission  or  two  to  grapple 
with  Social  Security  and  Medicare.  Act- 
ing old  would  be  to  go  along  with  the 
usual  "bipartisan,  statesman"  fixes  of 
cutting  benefits  and  raising  taxes.  This 
zero-sum  if-somebody-gains-some- 
body-must-lose  mentality  is  wrong. 
Properly  structured  medical  savings  ac- 
counts would  give  beneficiaries  more 
coverage  and  more  control  at  less  cost. 
The  dynamics  of  consumerism  and 
competitive  innovation  can  save  Medi- 
care. We  can  also  phase  in  a  new  indi- 
vidual retirement  account-like  Social 
Security  system  for  younger  people, 
while  keeping  the  current  system  intact  for  those  who  are  on 
it  and  for  those  who  will  go  on  it  in  the  next  12  to  15  years. 

GET 

The  new  Congress  should  mandate  so-called  dynamic 
scoring  for  calculating  the  revenue  consequences  of  pro- 
posed changes  in  the  tax  code.  Republicans  failed  to  do 
this  two  years  ago  and  paid  a  high  political  price  for  it: 
Liberal  Democrats  quickly  labeled  sensible  tax  cuts  as 
"blowing  a  hole  in  the  deficit."  Now  the  nation  will  pay 
a  price,  too,  as  the  economy  slows  and  the  need  for  pro- 
growth  tax  cuts  becomes  urgent. 

The  Congressional  Budget  Office,  the  Office  of  Manage- 
ment &  Budget  and  the  Treasury  Department  assume  tax 
code  changes  do  not  affect  people's  behavior — they  believe 
we  don't  respond  to  tax  increases  or  cuts.  In  1986,  for 
example,  when  the  maximum  capital  gains  tax  was  boosted 
40%,  revenue  estimators  said  the  higher  rate  would  rake  in 
tens  of  billions  of  dollars  more  in  receipts  over  the  ensuing 
six  years.  Instead,  revenues  effectively  remained  at  1987  lev- 
els. A  flat  tax  may  not  come  to  pass  next  year,  which  is  why 
incentive  tax  cuts  are  essential  to  ward  off  a  recession. 

But  static  analysis  always  portrays  reducing  the  tax  bur- 
den on  the  American  people  as  too  costly.  Static  analysis  also 


Whither  the  GOP  in  microchip  age?  In  In 

dustrial  era,  Roosevelt  was  a  dynamic  reform- 
er; Benjamin  Harrison,  an  amiable  standpatter. 


Acting  small  would  be  the  GOP  proposing  things  such 
as  supplementing  allowances  for  kids  who  clean  their 
rooms  or  mandating  that  doctors' 
offices  have  up-to-date  magazines. 
Instead,  Republicans  should  ham- 
mer home  the  need  to  ax  the  IRS 
and  to  replace  the  corrupting,  com- 
plex, growth -killing,  family-life-de- 
stroying federal  income  tax  code 
with  a  simple,  fair  flat  tax.  And  GOP 
legislators  should  be  showering 
Clinton's  desk  with  tax-cutting  mea- 
sures such  as  halving  and  indexing 
the  capital  gains  tax,  repealing  the 
1990  and  1993  tax  hikes  and  sub- 
stantially increasing  exemptions  for 
children.  Also,  Republicans  should  not  shrink  from  the 
task  of  attempting  again  to  ban  partial -birth  abortions. 

REAL 

has  a  subder  but  equally  pernicious  impact:  the  notion  that 
Washington's  finances  are  the  be-all-and-end-all  criteria  for 
judging  tax  proposals.  Because  of  a  Washington  culture  that 
couldn't  say  no  to  greater  spending,  the  1980s  saw  the 
national  debt  balloon  by  over  $2  trillion,  even  though  fed- 
eral revenues  almost  doubled  during  the  decade.  What  gov- 
ernment-loving statists  won't  tell  you  is  that  the  nation  as  a 
whole  moved  ahead  impressively.  Not  only  were  a  record 
number  of  jobs  created  but  also  the  net  worth  of  die 
nation  (assets  minus  liabilities)  expanded  by  several  trillion 
dollars.  And  what  did  Washington  do?  Raise  taxes  twice, 
thereby  giving  us  the  slowest  recovery  in  U.S.  history. 

Another  quirk  of  this  Beltway  silliness-cum-myopia 
can  be  seen  in  the  way  future  revenues  are  estimated:  It 
is  always  assumed  that  higher  inflation  will  reduce  the 
deficit  because  millions  of  taxpayers  and  small  businesses 
are  effectively  kicked  into  higher  tax  brackets.  Compan- 
ies are  also  hit  because  the  real  value  of  their  depreciable 
assets  are  hurt.  But  rising  inflation  invariably  brings  on 
severe  recessions,  as  the  1970s  demonstrated. 


GROUND  THESE  CHANGES 

The  IRS  has  THROWN  two  rabbit  punches  at  the  airline  Instead,  the  outlay  has  to  be  treated  as  a  capital  invest- 
industry.  Tax  collectors  have  ruled  that  a  regional  carrier  merit,  with  the  cost  spread  over  eight  years  instead  of 
cannot  expense  the  costs  of  inspecting  aircraft  engines,     one.  If  applied  to  all  carriers — as  is  likely,  despite  pious 
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[RS  disclaimers — this  ruling  could 
>st  airlines  over  $1  billion  between 
now  and  2004.  This  in  an  industry 
that  until  recently  had  been  hemor- 
rhaging red  ink. 

Why  punish  air  carriers  for  safety? 
The  second  blow  is  a  proposed 
technical  change  affecting  leasing 
rules  that  could  cost  the  industry 
hundreds  of  millions  of  dollars.  The 
airlines  are  ready  to  place  some  $30 
billion  in  new  aircraft  orders  over 


Airline  engine  inspections:  Why  make 
these  safety  measures  more  costly? 

KNUCKLEHEADS 


the  next  few  years  to  upgrade  their 
aging  fleets.  Leasing  is  a  critical 
instrument  for  buying  many  of  these 
new  jets.  If  unchanged,  the  IRS 
decree  will  reduce  purchases  of  new, 
safer,  more  efficient  aircraft. 

Apparently  the  IRS  is  still  smarting 
from  the  airlines'  successful  thwart- 
ing of  the  agency's  attempt  to  tax 
people's  frequent  flyer  miles.  But 
these  two  rulings  are  a  destructive 
way  to  hit  back. 


Germany,  Italy  and  Turkey  have  demonstrated  how 
obtuse  governments  can  be  about  taxes.  Politicos  don't 
understand  that  taxes  are  a  burden  and  a  cost  as  well  as 
a  means  of  raising  revenue.  If  you  tax  things  excessively, 
such  as  innovation  or  risk-taking,  you  will  end  up  with 
less  of  these  good  things. 

The  German  government  is  considering  a  long-term 
capital  gains  tax  for  individuals.  The  plan  is  to  use  this 
revenue  to  help  finance  the  ongoing  unexpectedly  high 
cost  of  integrating  East  Germany.  The  Teutons,  already 
burdened  with  one  of  the  highest  tax  rates  among  devel- 
oped nations,  wonder  why  their  economy  is  sluggish  and 
unemployment  is  in  double  digits.  Not  having  such  a 


capital  gains  levy  is  the  only  oasis  in  this  desert. 

When  the  Italian  government  proposed  a  passel  of 
new  levies,  hundreds  of  thousands  of  protestors  took  to 
the  streets.  Enactment  is  now  problematic. 

Turkey's  fundamentalist  government  is  demonstrating 
that  Islamic  orthodoxy  is  no  barrier  to  idiotic  tax  policy. 
The  government  is  slapping  what  is  effectively  an  11% 
withholding  tax  on  the  interest  earned  on  state  securi- 
ties. Not  surprisingly,  the  Turkish  lira  has  weakened,  and 
Turkish  investors  are  moving  their  money  into  securities 
denominated  in  other  currencies.  Naturally,  too,  sky- 
high  interest  rates — around  122%  for  one-year  treasury 
bonds — are  heading  higher. 


HEROIC  AMERICAN 

Founding  Father:  Rediscovering  George  Washington —  After  reading  this  book,  you  won't  think  it  particular- 
by  Richard  Brookhiser  (The  Free  Press,  $24.50).  Remark-     ly  partisan  to  observe  the  contrast  between  the  current 


Founding 
Father 


ably  well- written,  perceptive  appreciation  of  our 
nation's  founding  father.  George  Washington 
had  an  extraordinary  combination  of  ability, 
honor,  sense  of  duty  and  self-abnegation.  Rarely 
in  history  has  there  been  a  figure  who  not  only 
achieved  so  much  but  also  resisted  the  tempta- 
tion to  take  on  more  power  than  he  should  have 
when  circumstances  allowed.  Washington's 
sense  of  proportion  and  appropriateness  en- 
abled him  to  voluntarily  give  up  power  after  the 
American  Revolution  and  again  after  serving  two 
terms  as  President  (had  he  wished,  he  could  have 
been  President  for  life).  Founding  Father  brilliantly  discuss- 
es why  this  amazing  man  seems  so  remote  to  us  today. 
Especially  good  is  the  chapter  "Father  of  His  Country." 

RESTAURANTS— GO, 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  o 

•  Periyali— 35  West  20th  St.  (Tel.:  463-7890).  Nine 
years  young  and  maintaining  its  chann  and  appeal,  with  the 
food  better  than  ever.  For  appetizers  try  charcoaled  octopus 
in  red  wine  marinade  or  traditional  soupa  avgolemono — 
rich  chicken  soup  finished  with  egg  and  lemon.  Main 
courses:  charcoal-grilled  filet  mignon  with  brown-butter 
garlic;  a  special  roast  leg  of  Iamb;  and  grilled  swordfish. 

•  Le  Bernardin— 155  West  51st  St.  (Tel.:  489-1515). 
Still  one  of  New  York's  finest,  with  superb  service. 
Although  the  founder  died  two  years  ago,  the  new  team 
turns  out  seafood  second  to  none. 

•  Fiorello's  Roman  Cafe — 1900  Broadway,  near  64th 


President  and  our  first. 

Excerpt:  "Men  are  very  apt  to  run  into 
extremes,"  Washington  wrote  [Congressional 
President  Henry]  Laurens;  "hatred  to  England 
may  carry  some  into  an  excess  of  Confidence  in 
France  ....  [BJut  it  is  a  maxim  founded  on  the 
universal  experience  of  mankind,  that  no 
nation  is  to  be  trusted  farther  than  it  is  bound 
by  its  interest. 9 

Washington  may  have  been  guided  to  this 
insight  by  the  long  perspective  of  his  career.  In  the 
French  and  Indian    War,  he  had  fought 
Frenchmen  at  the  side  of  Britons;  in  the  Revolutionary 
War,  he  had  done  the  reverse.  The  wheel  had  turned  once;  it 
might  turn  again. 

iR,  STOP 

ther  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 
St.  (Tel.:  595-5330).  This  Lincoln  Center  area  restaurant 
deserves  applause.  Food,  delicious  and  served  in  ample  por- 
tions. Space,  welcoming.  Service,  as  professional  as  it  gets. 

Remi— 145  West  53rd  St.  (Tel.:  581-4242).  Attractive 
in  a  chic,  upbeat  Italian-modem  way.  Sometimes  the  food  is 
quite  good:  roast  duck  breast  appetizer  and  a  tuna  main 
course;  more  often,  what's  served  up  is  decidedly  unspecial. 

•  Rainbow  and  Stars — 30  Rockefeller  Plaza  (Tel.: 
632-5000).  Not  to  be  confused  with  the  Rainbow  Room, 
this  is  one  of  the  most  enjoyable  cabaret  experiences  in 
New  York.  Space,  intimate;  view,  great;  shows,  first-rate; 
and  you  won't  go  away  hungry.  ■ 
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Taste  the  warmth 

of  fine  cognac 
blended  with  the 
smooth  pleasure  of 

jr  \ 
A  LEGENDARY  LIQUEUR. 


jf  the  largest  fortunes 

vlADE  0f  LOST  along  this 
tree  tare  by  the  pebple 

RESPONSIBLE  for 

operating  the  buildings. 


len  you  think  about  Wall  Street,  you 
ibably  think  buildings  and  money.  Now 
ik  about  the  connection  between  the  two. 
e  people  at  Johnson  Controls  have.  And 
at  we've  come  up  with  is  absolutely 
wishing.  In  fact,  it  cost  over  $70  billion  to 

the  buildings  in  North  America  last  year. 

Much  of  the  money  was  terribly  mis- 
:nt.  On  energy,  maintenance,  repair 
[  staffing.  Even  more  on  the  other  build- 
;  systems  and  support  operations  that 
a  part  of  a  modern  building  or  facility, 

D     SERVICE    BUILDING  O 


from  reprographics  to  communications 
to  security  and  corporate  real  estate. 

No  one  understands  facility  operational 
costs  better  than  Johnson  Controls.  And 
no  one  does  more  to  control  them.  We  can 
engineer  highly  efficient  building  energy 
systems.  We  can  streamline  and  manage 
the  operations  or  a  building  or  multiple  facil- 
ities. We  can  help  manage  your  properties. 
We  can  write  performance  contracts,  with 
guaranteed  savings.  We  can  help  compa- 
nies that  are  restructuring  make  the  best  use 


of  excess  or  underutilized  facilities.  And 
with  offices  in  200  cities  worldwide,  we  can 
bring  a  global  perspective  to  your  buildings 
and  their  operations. 

It's  a  vast  range  of  services.  But  the  goal 
is  simple.  Create  building  environments  that 
work  better  and  save  you  money.  Lots  of 
it,  often  millions.  Call  1-800-972-8040, 
ext.  298.  You  could  discover  a  fortune. 
Right  within  the  walls  of  your  building. 

JOHNSON 

CONTROLS 

C  E    NETWORK  INTEGRATION 


Jther  Comments 


Teach  by  Example 

Teachers  must  be  willing  to  convey 
and  articulate  values  to  children. 
More  important  than  courses  [on 
values  is]  how  teachers  treat  children 
and  each  other. 

-William  J.  Bennett,  former  Secre- 
tary of  Education,  Washington  Times 

The  Best  Policy 

People  respond  to  prices.  But  Con- 
gressional scorekeeping  rules  today 
don't  take  into  account  the  fact  that 
when  you  make  something  more 
expensive,  by  taxing  it,  people  buy  and 
produce  less  of  it.  And  when  you  cut 
taxes  on  something,  you  reduce  its 
price  and  increase  its  production  and 
consumption.  Ignoring  that  reality 
skews  the  rules  so  that  tax  increases 
look  far  more  attractive  than  they  real- 
ly are,  and  tax  cuts  appear  to  drain  the 
federal  budget  far  more  than  they  real- 
ly would.  Dynamic  scoring,  because  it 
is  more  honest  analysis,  would  elimi- 
nate this  bias  toward  big  government. 
-Representative  Dick  Armey 
(R-Tex.) 

Shocker 

"At  this  auspicious  period,  the 
United  States  came  into  existence  as 
a  Nation,  and  if  their  Citizens  should 
not  be  completely  free  and  happy, 
the  fault  will  be  intirely  their  own." 

The  shock  of  this  sentence  [from 
George  Washington's  Farewell  Ad- 
dress] is  partly  stylistic.  After  its  long 
compound  predecessors,  as  relentless 


as  breakers  on  a  beach,  it  seems  terse, 
almost  curt.  The  real  shock  is  'the 
thought.  After  such  a  stem-winding 
warm-up,  we  expect  an  affirmation. 
Instead,  we  get  a  warning  so  blunt  that 
it  is  almost  a  rebuke.  With  so  many 
blessings,  how  could  we  fail?  Easily 
enough,  he  tells  us;  see  that  you  don't. 

It  is  one  of  the  most  sobering  mo- 
ments in  any  major  American  speech — 
even  more  sobering  than  the  bleak  mys- 
ticism of  Lincoln's  Second  Inaugural. 
-Richard  Brookhiser, 
Founding  Father 

Antisocial  behavior  increases  in 
proportion  to  the  excuses  that 
intellectuals  make  for  it. 

-Theodore  Dalrymple, 
City  Journal 

More  Than  Good  Food 

Through  blizzards,  gentle  storms, 
slush,  midwinter  blues,  transporta- 
tion delays,  leaking  roofs,  flooded 
basements,  stalled  cars,  bouts  of  flu 
[and]  gray  rain,  there  has  been  one 
incontrovertible  comfort:  soup. 

Heart  and  spirit  warming,  nutrient- 
rich  soup  has  the  dual  ability  to  nour- 
ish both  eater  and  maker.  The  satisfac- 
tion of  stirring  together  simple  and 
often  wildly  inexpensive  ingredients 
into  a  memorable  potage  is  a  great  and 
simple  pleasure.  But  having  it  stocked 
in  the  freezer  ready  for  any  great  or 
minor  emergency  doubles  the  reward. 


A  great  soup  can  be  the  culinary  equiv- 
alent of  the  great  basic-black  dress. 
-Suzanne  Hamlin,  New  York  Times 

Wealth  of  the  Nation 

Americans  are  depending  less  on 
government  for  wealth  accumulation 
and  more  on  the  private  sector.  The 
question  is  whether  government  can 
help  more  Americans  tap  into  equity 
markets.  Many  Americans  are  al- 
ready invested  in  stocks,  through 
pension  plans,  individual  retirement 
accounts  and  401  (k)  plans. 

Stocks  do  not  always  rise.  But  over 
the  long  term,  they  have  risen  faster 
than  the  overall  economy,  and  for  the 
21st  century,  they  seem  likely  to  be  a 
much  more  robust  base  for  retirement 
income  than  promises  of  public-sector 
benefits  that  almost  surely  would 
require  sharply  higher  payroll-tax  rates. 
-Michael  Barone, 

U.S.News  &  World  Report 

Brilliant 

Walt  Disney  got  rid  of  the  companies 
he  had  originally  hired  to  provide  food 
for  his  guests  [at  Disneyland].  People 
were  complaining.  When  Walt  first 
took  over  the  food  operation,  he  gave 
his  money  men  a  scare.  "We  have  to 
feed  people  that  come  here,"  he  told 
them.  "But  I  don't  want  to  make  any 
money  on  food."  Seeing  their  aston- 
ished expressions,  he  backed  up.  "Well, 
I  don't  mind  breaking  even.  But  coffee 
is  only  worth  a  dime.  As  long  as  I  run 
this  park  it's  only  a  dime." 
-Katherine  and  Richard  Greene, 
The  Man  Behind  the  Magic 

How  Fetching 

Missouri  candy  entrepreneur  Gregg 
A.  Miller  has  paired  his  knowledge  of 
miniature  jawbreakers  with  a  desire  to 
boost  canine  self-esteem.  His  creation: 
Neuticles  testicular  implants  for  dogs, 
ranging  in  size  from  Chihuahua  to 
Rottweiler,  stitched  into  pups  during 
otherwise  routine  neuterings.  Miller 
claims  Neuticles  don't  just  make  dogs 
look  more  fetching,  they  reduce  "post- 
neutering  trauma."  Counters  one  vet, 
"It's  definitely  an  owner  thing." 
-Newsweek  WM 


"You  can't  object,  Charlie— you're  not  in  court  now." 
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ThinkPad 


120  or  133MHz1  Pentium 
processor  runs  software 
at  lightning  speeds. 


At  a  mere  six  pounds. 

you  can  take  your 
ThinkPad  anywhere. 


With  TrackPoinl  III. 
your  hands  never  have 
to  leave  the  keys. 


■  -  1 


Introducing  the  new  ThinkPad  365.  Because  everyone  could  use  an 
affordable  place  to  think.  Now,  even  if  youre  short  on  work  space,  you 
can  still  stretch  your  mind  as  far  as  youd  like. 

The  IBM  ThinkPad  365  brings  you  award-winning  ThinkPad 
technology -with  Pentium  processor  power  -  starting  at  $2,499.' 

Its  a  very  comfortable  place  to  work.  It  offers  an  inspiring  view 
(a  bright,  10.4"  or  11.3"  color  screen)  as  well  as  a  hard  drive  with 
room  enough  to  store  ideas  as  big  as  yours.  It  comes  complete  with 
Lotus  SmartSuite  for  instant  produc- 
tivity. And  select  models  are  designed 
with  full  multimedia  capabilities, 
including  an  integrated  CD-ROM  drive. 

Call  1  800  426-7255,  ext.  4730,  or 
visit  us  at  www.pc.ibm.com/thinkpad 
lor  details  on  the  new  ThinkPad  365. 
You  11  find  it's  not  only  affordable,  it's 
absolutely  thought-provoking. 
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'  Model  2E9/3E9  Eslimaled  IBM  authorized  retailer  puce.  Actual  prices  may  vary  Other  models  range  up  to  $3,499  -'SmartSuite  may 
be  preloaded,  included  on  a  CD  or  available  to  order  on  a  CD  Diskettes  and  hard  copy  documentation  available  at  extra  charge  lM  -  F, 
Sam  -8  pm  EST  In  Canada,  call  1 800  465-3299  (ID#  45294)  'MHz  denotes  internal  clock  speed  ol  the  microprocessor  only,  other 
factors  also  alfect  application  performance.  'Actual  weight  may  vary  Supports  Windows  95,  Windows  NT  v3 .51,  v4  0  {when  available) 
IBM.  ThinkPad,  TtackPoint  III  and  Solutions  lor  a  small  planet  are  trademarks  ol  International  Business  Machines  Corporation. 
Microsoft  and  Windows  are  trademarks  or  registered  trademarks  ot  Microsoft  Corporation  Other  companies,  products  and  service 
names  may  be  trademarks  or  service  marks  ol  others  ©  1996  IBM  Corp 


Solutions  for  a  small  planet 


There's  Only  One  Place  On  This 
list  Where  We  Come  Up  Short. 

The  List  Price. 


1997  Lincoln  Continental  $37,950 


Lincoln  Continental 

Cadillac  Seville  SLS 

Engine 

100,000-mile  Scheduled  Tune-up  Interval" 

Anti-lock  Brakes  (ABS) 

All-Speed  Traction  Control 

Auto  Load-leveling  Suspension 

Power  Driver/Front  Passenger  Seats 

Remote  Keyless  Entry  System 

Solar  Tint  Glass 

Automatic  On/Off  Headlamps 

Dual  Power  Heated  Outside  Mirrors 

Dual  Power  Front  Seat  Recliners 

Auto-dimming  Inside  Mirror 

Dual  Illuminated  Visor  Mirrors 

Automatic  Parking  Brake  Release 

Computer-managed  Suspension 

Leather  Seating  Surfaces 

5-passenger  Seating  with  Center  Console 

Anti-theft  Alarm  System 

Driver/Passenger  Power  Lumbar 

Virtual  Image  Instrument  Cluster 

Particulate  Air  Filtration  System 

12-function  Memory  Profile  System 

Memory  Driver  Seat 

Memory  Mirrors 

Easy  Entry/Exit  Driver  Seat 

Driver  Selectable  Steering  Effort 

Driver  Selectable  Suspension 

Reverse  Tilt-down  Outside  Mirrors 

Rear  Seat  Center  Shoulder  Safety  Belt 

Concealed  Radio  Antenna 

Electronic  Compass 

4.6L  DOHC  InTcch™  V-8 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 

4.6L  DOHC  Northstar  V-8 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 
STANDARD 

Manufacturer's  Suggested  Retail  Price 

$37,950 

$40,660 

Equipment  Standard  on  Lincoln  Continental  and 
Optional  on  Cadillac  Seville  SLS 

Options  Price 

Leather  Seating  Surfaces 
Driver/Passenger  Power  Lumbar 
Sport  Interior  with  Console 
$1,223 

Manufacturer's  Suggested  Retail  Price, 
Comparably  Equipped 

$37,950 

$41,883 

Buy  a  Lincoln  Continental  and  Save 

$3,933 

'Under  normal  driving  conditions  wiih  routine  fluid  filicr  changes. 
Based  on  MSRP  comparison  of  comparably  equipped  vehicles. 

*_ompriiuvr  iuu  nuni  on  national  imormiuon-  fc 

I  LINCOLN 

•12531  What    A    Luxury   Car    Should  Be 

To  receive  a  free  brochure  call  1  800  446-8888. 


Commentary  f'm\ 


on  events  at  home  and  abroad 

By  Caspar  W.  Weinberger,  Chairman 


MALAYSIA— A  COUNTRY  ON  THE  MOVE 


If  one  is  looking  for  a  major  boomtown  in  Asia,  a  visit 
to  Kuala  Lumpur,  capital  of  Malaysia,  is  recommended. 
This  city  is  the  largest  construction  zone  I  have  seen 
since  the  early  days  of  the  oil  boom  in  Saudi  Arabia. 
There  are  huge  construction  cranes  everywhere,  with 
older  buildings  being  torn  down  to  make  room  for  new, 
massive  office,  apartment,  hotel  and  other  developments 
that  are  proceeding  at  a  rapid  pace.  The  most  striking 
new  buildings  are  the  twin  1,483-foot  Petronas  Towers, 
now  officially  classified  as  the  world's  tallest  buildings. 

There  are  plans  by  another  Malaysian  builder  to  con- 
struct the  world's  longest  building — 1.2 
miles  of  a  massive  multiuse  structure, 
sometimes  spanning,  sometimes  occupy- 
ing one  or  the  other  bank  of  the  Kelang 
River.  This  project  consists  of  a  basic  ten- 
story  structure  with  additional  towers, 
condominiums  and  shopping  malls.  The 
Malaysian  government  is  very  interested 
in  the  idea,  which  will  cost  roughly  $4  bil- 
lion and  will  also  include  a  5 -mile  mono- 
rail running  through  the  heart  of  Kuala 
Lumpur.  It  is  hoped  this  will  eventually 
reduce  the  city's  horrendous  traffic 
congestion.  But  until  completion,  the 
monorail  construction,  along  with  all  the 
other  projects,  promises  to  keep  auto 
traffic  in  near  gridlock  for  years  to  come. 

Malaysia  is  also  building  a  new  inter- 
national airport  south  of  Kuala  Lumpur,  as  well  as  an 
administrative  center  that  will  not  be  quite  as  big  as 
Brazil's  Brasilia  or  Australia's  Canberra,  but  may  well 
serve  as  a  new  capital  for  Malaysia.  There  is  also  a  new 
Technology  Park  Malaysia,  which,  in  a  beautiful  garden 
setting,  will  serve  as  a  splendid  research  and  development 
facility,  providing  room  for  many  companies,  foreign  or 
domestic.  Driving  all  this  construction  is  the  desire  to 
present  a  stunning  facade  to  the  world  during  the  Com- 
monwealth Games  that  Malaysia  is  hosting  in  1998. 

Privatization  is  a  word  heard  frequently  in  Malaysia. 
Prime  Minister  Mahathir  bin  Mohamad,  the  prime 
mover  behind  most  of  these  projects,  is  fully  dedicated 
not  only  to  privatization  but  also  to  a  generally  free- 
enterprise  economy — despite  his  occasional  less-than- 
friendly  comments  on  Western  materialism  and  the 


CWW,  Dr.  Mohamad  Salleh  Ismail, 
Managing  Director  of  Technology 
Park  Malaysia,  planting  in  the  park. 


West's  failure  to  understand  the  Asian  mind  and  culture. 

Malaysia's  economy  is  growing  rapidly  enough  to  accom- 
modate this  vast  structural  explosion,  even  though  it  is  a 
country  of  about  20  million  people.  Even  after  adjusting  for 
inflation,  the  economy  has  grown  by  an  average  of  9%  a  year 
for  the  past  eight  years.  But  all  this  building  has  caused 
fears  of  surging  inflation,  which  thus  far  has  not  occurred. 

As  part  of  its  Seventh  Plan  (economic  proposals  for  the 
next  five  years),  Malaysia  is  trying  to  attract  technology 
investments.  This  has  led  to  major  incentives  in  labor, 
immigration  and  tax  laws.  Prime  Minister  Mahathir  is 
well  aware  that  Malaysia  should  no 
longer  rely  as  heavily  on  outside  private 
investment,  and  preaches  that  productiv- 
ity increases  must  be  achieved  for  eco- 
nomic growth.  Malaysia  has  a  labor 
shortage,  which  eliminates  unemploy- 
ment but  requires  labor  to  be  imported, 
with  the  country  bringing  in  at  least  1 
million  workers,  primarily  from  Indo- 
nesia and  Bangladesh.  This  demand  for 
labor  resulted  in  a  27%  increase  in  man- 
ufacturing wages  between  1990-94. 

The  ruling  party's  regular  convention 
did  not  reelect  three  ministers  to  high 
party  positions  (usually  ministers  who 
lose  their  party's  endorsement  do  not 
maintain  their  Cabinet  posts),  in  what 
was  seen  by  some  as  a  defeat  for  Dr. 
Mahathir.  Even  were  Mahathir  to  be  replaced  as  prime 
minister,  which  now  seems  quite  unlikely,  it  is  not  felt 
that  many  economic  policies,  if  any,  would  be  changed. 

On  balance,  Malaysia  is  extremely  attractive  for  for- 
eign investment,  having  a  set  of  government  policies 
hospitable  to  profitmaking  and  a  well-educated  work 
force  that  is  gearing  up  for  high-tech  development, 
along  with  an  extraordinarily  ambitious  set  of  infrastruc- 
ture improvement  plans  that  will  require  the  expenditure 
of  billions  of  dollars  in  the  immediate  years  ahead. 

As  with  Indonesia,  the  more  Americans  know  about  Ma- 
laysia, the  better  will  our  future  interests  in  Asia  be  served. 
We  are  fortunate  to  have  Ambassador  lohn  R.  Malott  rep- 
resenting us  in  a  professional,  effective  and  knowledgeable 
way  that  benefits  us.  We  have  a  warm  relationship  with 
Malaysia,  but  we  cannot  afford  to  take  that  for  granted.  H 
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eputational  value  protected  for  our  clients. 


with  foresight. 
Damage  can  be  controlled 


with  hindsight. 


Your  choice. 


Coopers  &  Lybrand  L.L.P. 


Not  Just  Knowledge.  Know  How.5 


Our  profession-leading  standards  for  assessing,  measuring  and  controlling  risks  protect  billions  of 
dollars  in  reputational  value  for  our  clients.  This  proactive,  preventive  approach  to  risk  is  at  the 
heart  of  our  audit,  assurance  and  consulting  services.  Which  lets  your  senior  management  spend 
more  time  building  your  business  and  less  time  putting  out  fires.  It's  your  call.  1-800-660-8027. 


Coopers     «*-p«*w— ^ 

^LyDr3nd  a  professional  services  firm 


Open  doors  of  communication.  Avenues  to  reach  the  right  person.  These  are  the  routes  to  productivity 
that  active  partnership  travels.  By  maintaining  ongoing  dialogue  among  customers,  brokers  and  our  people, 

we  work  to  create  custom-tailored  risk  management  products  and  solutions  that  yield  superior  results  in 
areas  like  cost  management  and  customer  service.  As  a  member  of  The  Worldwide  Zurich  Insurance  Group, 
we  provide  extensive  financial  strength,  and  offer  long-term  active  partnership  to  you.  For  more  information, 


contact  your  agent  or  broker,  or  call  1-8OO-382-2150  today.  ■ 


A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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The  new  status  symbol 


Miele  owners 
like  to  leave 
their  designer 
vacuums  out 
when  guests 
stop  by. 


"It's  European,  small, 
and  it's  this  great  color 
green,"  enthuses  Robin 
Migdol  Freiman,  a  high 
school  teacher.  "I've 
never  experienced  a 
product  like  it,"  testi- 
fies Paul  Teven  of  Best 
Vacuum,  a  retailer  in 
Chicago.  "The  power; 
the  durability;  the 
beauty." 

The  object  of  this 
passion:     a  vacuum 
cleaner  made  by  Ger- 
many's Miele  &  Cie. 
According  to  a  recent 
issue    of    House  & 
Garden,  Miele's  White 
Pearl  model  is  "the 
vacuum  of  the  mo- 
ment." "For  the  first  time  in  my  life,  I  find  it's 
fun  to  vacuum,"  writes  one  recent  Miele  pur- 
chaser, a  convert. 

Miele  owners  report  that  they  like  to  leave 
their  fancy  vac  out  when  guests  stop  by. 
Those  in  the  know  will  immediately  recognize 
their  host  as  someone  with  good  taste  in 


vacuum  cleaners. 

And  as  someone  with  money.  The  typical 
vacuum  cleaner  goes  for  about  $130,  accord- 
ing to  Trendata  Inc.,  but  White  Pearls  cost 
$700  to  $1,000— each.  From  selling  only 
15,000  units  in  1990,  Miele  (which  rhymes 
with  Sheila)  expects  to  sell  some  50,000  vac- 
uums in  the  U.S  this  year.  That's  not  a  lot  in 
the  15-million-unit-a-year  U.S.  vacuum 
market,  but  then  Rolls-Royce  doesn't  have  a 
big  chunk  of  the  U.S.  car  market,  or  Patek 
Philippe  of  the  watch  market,  or  Gucci  of  the 
loafer  market. 

I  called  Miele.  The  next  day  marketing  man 
Robert  Loeffler  showed  up  at  my  office  car- 
rying a  beautiful  metallic-blue  Miele.  It 
reminded  me  of  a  vacuum  cleaner.  For  an 
hour  we  discussed  power  heads,  motes,  mites, 
shag  carpets  and  air  filters.  Loeffler  explained 
that  only  350-odd  U.S.  retailers  have  the  right 
to  sell  Miele,  and  each  one  is  prepared  to 
spend  two  hours  with  a  potential  customer. 

"Our  goal  is  to  redefine  the  way  Americans 
think  about  vacuum  cleaners,"  explains  Nick 
Ord,  who  runs  Miele's  U.S.  operations.  I 
must  confess  that  previous  to  this  I  never 
thought  about  them  at  all.  Am  I  missing 
something?  -N.M. 


Many  happy  returns 


BY  RANDALL  LANE 


To  emphasize 
the  impor- 
tance of 
bipartisan- 
ship, party 
chairmen  bury 
a  hatchet  in 
the  sand. 


The  Governor  of  Delaware 
beats  his  wife.  Or  so  his  oppo- 
nent, State  Treasurer  lanet  Rzew- 
nicki,  allegedly  tried  to  imply 
during  the  just-finished  cam- 
paign. The  charge  didn't  wash 
with  the  voters,  who  reelected 
Democrat  Thomas  Carper  by  39 
points. 

End  of  story?  Not  in  our 
nation's  first  state,  home  of 
Return  Day.  Held  two  days  after 
Election  Day,  in  Georgetown, 
Del.,  Return  Day  requires  that 
victorious  candidates  parade 
through  town  in  a  horse-drawn 
carriage  sitting  beside  their 
former  opponents — even  those 
who  may  have  accused  them  of 
wife-beating. 

"The  first  time  I  came  to  HHB 
Return  Day,  I  thought  it  was  bar- 
baric," says  Carper  as  he  sits  awkwardly  next  to 
Rzewnicki  during  the  two-hour  parade.  "But  it 
didn't  take  long  to  figure  out  that  it's  a  good 
start  in  the  healing  process." 

Not  always.  Senator  William  Roth  recalls  a 


Janet  Rzewnick 
Enemies  just  a 


and  Thomas  Carper  on  Return  Day 

few  days  earlier,  they're  now  forced  to  be  friendly. 


defeated  opponent  browbeating  him  because  he 
chose  to  bring  along  his  campaign's  mascot:  a 
Saint  Bernard.  And  after  a  particularly  testy  race 
six  years  ago,  Senator  Joseph  Biden  walked  the 
two-mile  parade  route  rather  than  ride  in  a  car- 


Forbes  ■  December  2,  1996 


39 


ANSPAREHT  EYEBALL 


riage  with  his  opponent.  But  according  to  local 
historians,  such  flare-ups  are  rare. 

Return  Day  is  believed  to  date  back  to  1792. 
It  has  evolved  into  a  carnival  of  sorts.  Besides  the 
parade,  which  features  every  candidate  down  to 
the  state  insurance  commissioner  and  the  clerk 
of  the  peace,  there  are  fireworks,  an  ox  roast  and 


speeches  on  the  importance  of  coming  togeth- 
er to  govern.  To  emphasize  the  point,  various 
party  chairmen  bury  a  hatchet  in  a  pile  of  sand. 

Return  Day  sends  a  fine  message.  Still,  most 
politicians  will  likely  take  Janet  Rzewnicki's 
comments  to  heart:  "At  Return  Day,  it's  always 
better  to  be  on  the  winning  end." 


Lots  of  pain;  no  gain 


BY  KATRINA  BURGER 


4<You  may  feel 
you've  exer- 
cised ten 
minutes,  but 
you're  still 
only  exercis- 
ing five 
minutes." 


Popping  up  in  GYMS  nationwide  is  something 
called  the  Hypoxic  Room,  a  $32,000  8-by-8- 
by-7-foot  plastic  chamber  in  which  the  oxygen 
level  is  just  15% — a  level  you'd  find  at  9,000 
feet  above  sea  level.  According  to  Nicholas 
Ohotin,  a  vice  president  of  Hypoxico  Inc.,  his 
machine  will  give  you  a  30-minute  workout  in 
just  15  minutes. 

Better  yet,  says  he,  the  Hypoxic  Room  can 
improve  your  fitness  without  a  stick  of  exercise. 
All  that's  needed  is  to  sit  in  the  chamber.  "We 
can  set  it  up  in  your  bedroom,"  offers  Ohotin. 

But  before  you  rush  out  and  buy  one,  listen 
to  Dr.  Robert  Kutnick,  a  pulmonary  specialist 
in  New  York.  "You  may  feel  you've  exercised 
ten  minutes,  but  you're  still  only  exercising  five 
minutes,"  Dr.  Kutnick  says.  "Sounds  like  a 
gimmick  to  me,"  concurs  Dr.  Gilbert  Gleim, 
director  of  research  at  New  York's  Nicholas 


Institute  of  Sports  Medicine  &  Athletic  Trauma 
at  Lenox  Hill  Hospital. 

Gleim  and  Kutnick  say  that  people  with 
heart  problems  could  be  in  serious  trouble  if 
they  use  the  Hypoxic  Room.  They  could  suffer 
a  collapse  or  even  die  because  oxygen-deplet- 
ed air  forces  the  heart  to  work  harder.  And 
since  heart  trouble  is  often  hidden,  a  gym-goer 
might  not  suspect  he  was  in  danger — until  it 
was  too  late. 

Of  course,  Ohotin  and  Hypoxico  President 
Gary  Kotliar,  inventor  of  the  Hypoxic  Room, 
deny  that  it  is  dangerous.  While  they  lack 
formal  degrees  in  medicine,  that,  insists  Kotliar, 
is  no  drawback. 

"All  I  needed  to  know  I  could  find  in  the 
library,"  he  says.  Judging  from  what  the  docs 
have  to  say,  it  sounds  as  though  he  didn't 
search  hard  enough.  H 
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James  Barkocy,  economist  at 
Brown  Brothers  Harriman, 
argues  that  Americans  can 
expect  continued  modest 
economic  growth  in  1996's 
fourth  quarter  and  in  all  of 
1997.  We  stress  "modest." 
Barkocy  forecasts  no  more 
than  a  2.5%  (annualized)  rise 
in  gross  domestic  product. 
He  cites  growing  inventories 
as  one  factor  holding  the 
growth  rate  down.  During  the 
third  quarter  nonfarm  inven- 
tories grew  by  $41.2  billion, 
versus  $11.7  billion  in  the 
second  quarter. 
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Close-up  on  the  Forbes  Index 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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Schwab's  advice  to  investors 


If  You  Don't  Have 
A  Strategy  For  Retirement, 
Consider  This  A  Wake-up  Call. 


Investing  for  retirement  is  the  most 
important  investing  many  people  will  ever 
do.  Yet  too  many  of  them  just  haven't  put 
all  the  pieces  together. 

They  may  have  an  IRA  or  two, 
401(k)   plan   and  funds   in  a 
money  market  account.  But  what 
they  don't  have  is  a  disciplined 
approach  that  can  bring  order 
and  purpose  to  their  investments. 

So  how  does 
an  intelligent 
investor  go 
about  it? 

We  at  Schwab  believe  the  best  way 
is  to  develop  a  well-conceived  invest- 
ment strategy  that  takes  into  account 
your  time  horizon,  investment  objec- 
tives and  tolerance  for  risk. 

If  you're  years  away  from  retirement, 
you  may  want  to  invest  in  equities.  No 
other  form  of  investment  has  matched 
their  performance  over  the  past  70  years'. 

If  you're  closer  to  retirement,  you 
may  want  to  pursue  a  more  conservative 
strategy  that  emphasizes  fixed  income 
investing.  Bonds  and  bond  funds  typi- 
cally deliver  consistent  income  without 


IRAs,  and  that  same  determi- 
nation to  innovate  has  allowed  us 
to  expand  our  line  of  retirement  prod- 
ucts today. 

We  offer 
401  (k)  services 
and  a  variety 
of  small 

According  to  Charles  R.  Schwab, 

company       ,    .         ,    .  .  , 

r       J        adopting  a  productive  strategy  is  the 
best  way  to  manage  your  investments. 


retire- 


If  you  aren't  paying  attention  to  your 
retirement  accounts  now,  it  could  all 
seem  like  a  bad  dream  later  on. 


the  volatility  that  characterizes  equities. 

(Of  course,  no  one  can  guarantee 
that  by  actively  managing  your  retire- 
ment investments,  you're  going  to  pro- 
duce great  results.  Your  investment 
skills,  ability  to  process  information  and 
stock  market  performance  will  all  play  a 
role  in  the  outcome.) 

Our  commitment 
to  your  retirement. 

Charles  Schwab  was  one  of  the  first 
companies  to  introduce  no-aniiual-fce 


r 

..  Aji^V  '      mi  nt  plans.  And  if  you  dont 
want  to  manage  your  investments 
yourself,  we  can  even  connect  you  with 
professional    investment  managers 
through  Schwab  AdvtsorSource?' 

Bottom  line?  If  you  want  to  be  better 
prepared  for  retirement,  it's  time  to  wake 
up  to  the  possibilities. 


A  Valuable  Guide 
For  Retirement 
Investing: 
Yours  Free. 


For  a  free  copy  of 
Schwab's  Personal  Guide  to  Retirement 
Planning,  call  our  toll-free  number: 

1-800-540-6713 


Charles  Schwab 


Past  performance  is  no  guarantee  of  future  results.  Source:  Stocks,  Bonds,  Bills  and  Inflation,  1995  Yearbook,  Ibbotson  Associates,  Chicago. 
©1996  Charles  Schwab  it  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (12/96) 
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Did  you  think  the  alternative  minimum  tax  applies  only  to  fat  cats? 
Just  wait.  The  way  the  law  is  written,  it  will  soon  clobber  the  middle  class. 

And  now  for  the 
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Bracket  creep 

AMT  tax  returns  expected  (millions) 


kulaks 


By  Laura  Saunders 

A  stunning  change  is  overtaking 
the  tax  code.  Unless  Congress  acts, 
the  number  of  taxpayers  who  owe 
the  alternative  minimum  tax  will 
grow  from  600,000  to  6  million  over 
the  next  ten  years  (see  chart).  By 
2005  a  familv  that  is  earning 
$58,300  in  1996  dollars  will  owe  this 
tax,  even  without  claiming  a  dime  in 
itemized  deductions. 

"The  alternative  minimum  tax  will 
soon  reach  the  middle  class,"  says 
Kenneth  Kies,  chief  of  staff  of  Con- 
gress' Joint  Committee  on  Taxation 
and  the  keeper  of  such  statistics. 

Surely  Congress  didn't  mean  to 
sock  the  middle  class  when  it 
brought  in  the  minimum  tax  to  soak 
the  rich.  The  tax  was  originally  con- 
ceived as  a  way  of  nailing  rich  people 
who  paid  no  tax  because  they  had  so 
many  writeoffs — oilmen  with  wells, 
movie  producers  with  railcar  leases. 
But  the  list  of  offending  writeoffs 
(most  of  them  are  called  "prefer- 
ences") has  gotten  rather  long.  It 
now  includes  not  only  intangible 
drilling  costs  and  accelerated  depre- 
ciation, but  property  taxes,  state  and 
local  income  taxes,  some  medical 
expenses  and  the  exemptions  you 
claim  for  your  kids. 

Here's  how  the  AMT  works.  First 
you  calculate  your  income  tax  the 
usual  way,  claiming  all  deductions, 
credits  and  exemptions.  Then  you 
calculate  the  AMT  using  a  different  set 
of  rates  and  a  much  broader  defini- 
tion of  income.  In  effect  you  add 
back  to  taxable  income  all  but  a  few 
deductions,  plus  some  municipal 
bond  interest.  You  owe  whichever 
tax  is  higher — regular  tax  or  AMT. 


In  1993  Clinton  and  Congress 
raised  AMT  rates.  You  now  owe  up  to 
28%  of  your  AMT  income.  The  mar- 
ginal rate — what  it  costs  you  to  earn 
an  additional  dollar  of  income — can 
go  as  high  as  35%. 

But  how  could  the  AMT  ever  hit  a 
family  that  claims  no  deductions  at 
all?  Bracket  creep.  The  AMT  rate 
schedule  isn't  indexed  for  inflation, 
while  the  regular  tax  schedule  is.  So 
inflation  will  eventually  push  middle- 
income  families  into  income  brackets 
that  look,  to  the  AMT,  like  fat-cat 
brackets. 

Thus  the  family  that  is  making 
$76,000  in  2005— the  equivalent  of 
$58,300  now — would  owe  alterna- 
tive minimum  tax  even  if  it  has  no 
preferences,  because  the  AMT  tax 
brackets  will  be  so  eroded  by  infla- 
tion. And  the  family's  tax  bracket 


Who's  a  fat  cat? 


Taxable 
income' 

"Preference"  total  if  income  is 
all               half  ordinary/ 
ordinary            half  cap  gain 

$50,000 

$28,795 

$28,795 

150,000 

34,445 

29,190 

200,000 

37,413 

21,370 

300,000 

47,500 

5.985 

500,000 

130,356 

28.552 

'Joint  return. 
Source:  Ernst 

&  Young. 

Here  are  preference  amounts  that 
trigger  the  AMT  for  different 
incomes,  depending  on  whether 
the  income  is  all  ordinary,  or  half 
ordinary  and  half  capital  gain. 
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Source:  Joint  Committee  on  Taxation. 

The  AMT  isn't  indexed  for  inflation,  so 
it  will  hit  more  taxpayers  each  year. 


would  be  26%  instead  of  15%.  The 
first  year's  bite  might  be  only  $100 
excess  over  regular  tax,  but  it  could 
mount  rapidly  after  that — especially 
if  the  family  does  well  financially. 

Of  course,  families  with  higher 
incomes  could  fall  victim  to  the  AMT 
long  before  2005,  especially  if  they 
have  capital  gains.  That's  because  the 
1993  hike  in  AMT  rates  sharply  exag- 
gerated an  ugly  interaction  between 
capital  gains  and  the  alternative  tax. 
The  more  gains  you  have,  the  lower 
the  threshold  at  which  the  alternative 
minimum  tax  starts  to  bite. 

For  a  joint  return  showing 
$200,000  of  taxable  income  this 
year,  the  threshold  is  $37,413  of 
preferences  if  all  the  income  is  ordi- 
nary income  like  salaries.  But  if  half 
is  ordinary  and  half  is  capital  gains, 
the  threshold  drops  to  $21,370, 
notes  Ernst  &  Young's  Robert 
Coplan. 

You  don't  have  to  have  executive 
stock  options  to  run  up  $21,000  in 
preferences  on  a  $200,000  net 
income.  lust  pay  property  and  state 
income  taxes.  Already,  says  New  York 
City  CPA  Stuart  Becker,  "we  are 
seeing  returns  that  owe  AMT  simply 
because  of  New  York  income  and 
property  taxes." 

Congress  and  the  White  House 
could,  of  course,  do  something 
about  AMT  bracket  creep,  but  it 
won't  be  easy.  Think  of  all  the  juicy 
tax  revenues  they  would  have 
to  forgo. 

Rut  what's  surprising?  When  the 
Bolsheviks  ran  out  of  czars  to  shoot, 
they  went  after  the  middle-class 
kulaks.  um 
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Three  years  ago  this  Australian  rabbi  was  a  laughingstock. 

Now  he  controls  companies  worth  $2.4  billion  and  is  calling  Israeli  elections. 

"Diamond  Joe"  Gutnick 
and  the  Rehbe's  prophecy 


By  Matthew  Schifrin 

On  his  second  visit  to  the  U.S.  after 
becoming  prime  minister  of  Israel, 
Benjamin  Netanyahu  visited  a  small 
cemetery  in  Queens,  N.Y.,  not  far 
from  Kennedy  airport.  There  he  paid 
respects  at  the  grave  of  Menachem 
Mendel  Schneerson,  the  Rebbe 
(grand  rabbi)  of  Judaism's  ultraortho- 
dox  Lubavitcher  sect.  Netanyahu  was 
paying  a  political  debt. 

Escorting  the  prime  minister  was 
another  Hasidic  rabbi,  Joseph  Gut- 
nick,  a  Schneerson  disciple.  But  Gut- 
nick  is  more  than  a  rabbi. 

Little-known  outside  of  Australia 
and  Israel,  the  bearded,  black-coated 
Gutnick,  44,  has  amassed  a  $400  mil- 
lion fortune  in  Australian  mining.  But 
for  Gutnick,  Bibi  Netanyahu  and  his 
Likud  Party  would  probably  have  lost 
the  Israeli  elections. 

The  story  begins  in  Brooklyn,  N.Y. 
in  1990,  when  Rebbe  Schneerson 
became  concerned  about  Israel's  left- 
leaning  politics.  He  summoned  the 
wealthiest  among  his  200,000  follow- 
ers— Joseph  Gutnick —  and  made  him 


his  special  emissary  for  the  "integrity 
of  the  land  of  Israel." 

Lubavitchers  and  most  other 
Orthodox  Jews  felt  Israel's  Labor  gov- 
ernment was  giving  too  much  to  the 
Palestinians  for  too  little  in  return. 
Gutnick  reportedly  spent  millions 
campaigning  against  the  Labor  Party 
and  for  Netanyahu,  who  takes  a 
harder  line  with  the  Palestinians. 

With  money  and  propaganda  from 
Gutnick,  5,000  Lubavitcher  volun- 
teers went  door-to-door  in  Israel  cam- 
paigning— especially  among  Russian 
immigrants.  "Netanyahu  is  good  for 
the  Jews,"  proclaimed  Gutnick- 
financed  bumper  stickers  and  bill- 
boards throughout  Israel.  Netanyahu 
and  Likud  won  by  a  narrow  margin — 
probably  supplied  by  Gutnick. 

Whence  came  all  those  millions 
Gutnick  spent  supporting  Likud? 
From  his  stockholdings  in  Australian 
mining  companies.  Gutnick  is  the  son 
of  Russians  who  immigrated  to  Mel- 
bourne. He  comes  from  a  long  line  of 
rabbis;  his  father  is  currently  the  chief 


The  messiah  of  mining  stocks 


Company/business 


Great  Central  Mines/gold  mining 

Centaur  Mining/gold,  nickel,  cobalt  mining;  Gutnick  stocks 

Astro  Mining/diamond  exploration,  mining 

Mt.  Kersey  Mining/nickel,  gold  exploration/mining 

Australia  Gold  Resources/Gutnick  stocks,  gold  mining 

Quantum  Resources/Gutnick  stocks 

Johnson's  Well  Mining/gold  exploration,  mining 

Australia  Wide  Industries/Gutnick  stocks,  biotech 


Gutnick's   Operating  12-month  Market 


stake* 

profitt 

price 

cap 

($thou) 

change 

($mil) 

20% 

$36,439 

58% 

$764 

14 

-3,070 

181 

619 

26 

-623 

NA 

276 

15 

-938 

940 

245 

13 

-4,303 

164 

156 

18 

-1,552 

472 

126 

20 

-1.438 

25 

124 

18 

-714 

1,271 

122 

All  stocks  are  Australian  except  for  Great  Central  Mines,  which  is  an  ADR.  *  Does  not  include  cross  ownership 
through  affiliated  companies.  tFiscal  1996,  before  extraordinary  items  and  income  tax.  NA:  Not  available. 
Sources:  Company  reports;  www.ausgold.com. 

Judging  by  Gutnick's  stocks'  lofty  gains,  Australian  institutions  are  true  believers. 


Joseph  Gutnick  (above,  right)  at  a  mine  in 
Western  Australia,  and  in  front  of  a  portrait 
of  the  late  Lubavitcher  Rebbe 
From  Australian  mining  magnate 
to  Israeli  political  power  broker. 


rabbi  of  the  State  of  Victoria. 

After  marrying  the  daughter  of  a 
wealthy  Australian  textilemaker,  Max 
New,  in  1974,  Gutnick  studied  to 
become  a  rabbi  at  Lubavitcher  head- 
quarters in  Brooklyn  and  returned  to 
run  a  girls'  seminary  in  Melbourne. 

But  his  father-in-law's  business 
beckoned,  and  soon  Gutnick  found 
himself  more  interested  in  trading 
stocks  than  in  making  garments.  He 
bought  mostly  mining  shares  and 
eventually  accumulated  enough  large 
stakes  to  sit  on  more  than  a  dozen 
boards,  including  that  of  gold  mining 
company  Great  Central  Mines.  In  the 
1970s  and  1980s  Gutnick  rode  the 
boom  in  Australian  mining  stocks. 

By  the  mid-1980s  he  had  built  an 
initial  $200,000  or  so  into  over  $100 
million,  but  he  then  lost  two-thirds  of 
it  when  the  Australian  stock  market 
collapsed  in  October  1987. 

"I  learned  that  cash  flow  assets  are 
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much  more  important  than  paper 
assets,"  says  Gutnick,  whose  Australian 
accent  is  right  out  of  Crocodile 
Dundee.  What  he  means  is  that  paper 
assets  can  lose  their  value  in  a  short 
time  but  income-producing  properties 
keep  money  coming  in  day  after  day. 
To  that  end  he  invested  in  gold  pro- 
duction at  Great  Central  Mines. 

Unlike  most  religious  Jews  who 
believe  in  keeping  a  low  profile,  Gut- 
nick  understood  the  value  of  publici- 
ty. He  began  saying  that  Rebbe 
Schneerson  had  encouraged  him  to 
forge  on  after  the  crash  by  blessing 
him  and  assuring  he  would  make 
major  discoveries  in  gold  and  dia- 
monds. He  even  displayed  a  video 
showing  the  Lubavitcher  Rebbe  bless- 
ing him  while  he  held  a  map  of  West- 
ern Australia.  Great  Central  had 
already  announced  gold  discoveries 
(but  no  production)  in  Western  Aus- 
tralia, and  the  prospect  of  diamond 


finds,  bolstered  by  the  alleged  prophe- 
cy, sent  Great  Central's  ADRs  from  $5 
to  over  $12  per  share  in  a  fortnight. 

The  rapid  runup  caused  the  Aus- 
tralian Stock  Exchange  to  question 
Gutnick's  claims.  DeBeers,  Gutnick's 
partner  in  diamond  exploration  at  the 
time,  cautioned  that  his  diamond  finds 
in  the  Nabberu  region  of  Western 
Australia  had  yet  to  prove  economical. 
The  DeBeers  statement  sank  Great 
Central's  ADRs  to  $7.50,  and  Gutnick 
was  widely  ridiculed. 

But  Gutnick  had  the  last  laugh.  His 
20%-owned  Great  Central  is  now  Aus- 
tralia's fourth-largest  gold  producer,  at 
a  rate  of  600,000  ounces  per  year,  and 
owns  reserves  of  4.8  million  ounces. 
In  1996  it  should  generate  $38  mil- 
lion in  net  income.  Its  market  capital- 
ization exceeds  $764  million. 

Of  Gutnick's  eight  actively  traded 
Australian  companies  (see  table),  the 
only  other  that  actually  produces  min- 


erals is  14%-owned  Centaur  Mining  & 
Exploration.  It  produced  some 
80,000  ounces  of  gold  this  year  and 
has  the  potential  to  produce  nearly 
250,000  by  1998.  Centaur,  which  has 
also  discovered  nickel  and  cobalt,  has 
a  market  capitalization  of  more  than 
$600  million. 

These  days  the  Australian  press  calls 
Gutnick  "Diamond  Joe."  His  26%- 
owned  diamond  mining  company, 
Astro  Mining,  was  recently  relisted  on 
the  Australian  Stock  Exchange,  and 
though  it  is  not  yet  producing  dia- 
monds, its  shares  have  since  climbed 
2 5 -fold  to  give  it  a  market  capitaliza- 
tion of  $276  million. 

Seven  of  the  eight  public  companies 
have  yet  to  turn  an  operating  profit, 
but  all  eight  have  a  combined  market 
capitalization  of  $2.4  billion. 

One  of  the  most  highly  touted 
issues  is  Mt.  Kersey  Mining,  which  has 
all  the  mineral  rights  to  lands  sur- 
rounding a  major  nickel  discovery, 
called  Silver  Swan,  just  north  of  Kal- 
goorlie  in  Western  Australia.  Mt. 
Kersey's  stock  has  run  from  80  cents 
to  $5,  even  though  it  hasn't  produced 
one  ounce  of  nickel.  At  least  45%  of 
Mt.  Kersey's  shares  are  owned  by  Gut- 
nick or  his  companies.  Typically  he 
controls  these  outfits  through  a  web 
of  cross  ownerships.  Even  the  Luba- 
vitch  main  charity  owns  his  stocks. 

Australian  institutions  seem  to  take 
the  Rebbe's  alleged  prophecy  serious- 
ly and  have  bid  up  Gutnick's  stocks. 
But  while  he  pursues  wealth  in  Aus- 
tralia, his  political  interests  are  in  Israel. 
Gutnick  says  he  is  planning  to  buy  a 
newspaper  there  to  present  a  conserv- 
ative voice  in  a  media  dominated  by 
liberals.  He  recently  bought  a  house 
next  to  the  Rebbe's  gravesite  in 
Queens,  where  pious  visitors  can  pray 
and  study.  Each  Friday  he  takes  out 
small  advertisements  on  the  front  page 
of  the  New  York  Times  urging  Jewish 
women  to  light  Sabbath  candles. 

At  home  in  Australia,  Gutnick  cuts 
a  prominent  figure.  He  has  a  city 
home  and  a  beach  home  in  Mel- 
bourne. A  Bentley  transports  his  wife 
and  ten  children  around  Melbourne. 
His  name  is  frequently  in  the  head- 
lines, his  face  and  voice  on  TV.  He  is 
courted  by  Australian  politicians, 
including  the  prime  minister.  "They 
even  serve  me  kosher  food  when  I 
dine  with  them,"  he  brags.  H 
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If  white  males  are  pampered  and  privileged, 
why  are  so  many  of  them  committing  suicide? 

Save  the  males? 


By  Peter  Brimelow 
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If  men  are  such  chauvinist  pigs,  why  are  they  so 
disproportionately  dead  meat? 

Male  suicides  exceed  females'  at  a  staggering, 
accelerating  rate  (see  chart  below).  And  it's  not 
just  a  gender  difference.  Those  evil  white  men 
commit  suicide  far  more  than  blacks,  reaching  a 
recent  record  high  after  President  Clinton's  first 
inauguration  (a  coincidence,  of  course). 

Funny  thing:  No  one  seems  interested  in  draw- 
ing any  grand  social  morals  from  the 
white  male  suicide  story. 
Typically,  a 
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White  males 


long  Washington  Post  story  this  summer 
focused  exclusively  on  signs  that  suicides  in  the 
young  black  male  subgroup  were  rising — 
although  the  rate  still  remains  below  that  of 
white  men. 

The  extent  to  which  suicide  is  a  white  male 
disease  in  America  is  dramatically  expressed  by 
our  chart  (see  top  right)  of  the  absolute 
numbers  of  suicides  in 
1993.  White  males 


12.4 


Black  males 


Suicide  is  an  unequal  opportunity 

Male  suicide  rates  far  exceed  female  rates,  which 
have  been  trending  down.  And  white  male  rates 
far  exceed  black  male  rates. 
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Source:  National  Center  for  Health  Statistics 
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Number  of  U.S.  suicides  in  1993 
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A  white  male  disease 

White  males  committed  almost  three- 
quarters  of  total  suicides  (22,524  out 
of  31,102)  in  1993,  the  latest  year 
available.  Less  than  10%  of  suicides 
were  committed  by  nonwhites. 


Other 

Black  females 
Black  males 
White  females 
White  males 


4,000  - 
2,000  - 


5-14  15-24 

Note:  Estimated  number  of  suicides  calculated  using  1993  U.S.  population  figures  and  suicide  rates. 
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Source:  National  Center  for  Health  Statistics 


accounted  for  some  three-quarters  of  the  total.  Older 
white  men  were  notably  well-represented — making  up  for 
their  dwindling  numbers  in  the  population  by  an  increase 
in  their  suicide  rate  that  can  only  be  called  astronomical 
(see  chart  below). 

"Why  haven't  we  heard  about  this?"  says  Warren  Far- 
rell,  a  San  Diego-based  author  and  consultant  whose 
book  The  Myth  of  Male  Power  (Berkley,  $13)  is  a  gold 
mine  of  hard-to-find  facts  and  figures  contradicting  the 
conventional  wisdom  about  who  is 
U.S.  suicides  and  who  isn't  oppressed  in  our  soci- 

per  100,000  in  1993  ety  (Forbes,  Mar.  14,  1994).  "Can 
by  age  group  you  imagine  what  would  be  going 

on  if  it  was  older  women  who 
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Sacrificed  to  society? 

White  male  suicides  consistently  far 
exceed  white  female  rates.  And  in  old  age, 
the  gender  gap  becomes  astronomical. 


had  that  kind  of  suicide  rate?" 

Farrell  believes  that  the  male  suicide  rate  could  be 
reduced  easily  through  familiar  measures  like  crisis  hot 
lines  and  readily  available  counseling.  "But  we  don't 
care,"  he  says. 

Suicide,  Farrell  argues,  is  caused  by  the  same  process  of 
disciplining  and  repressing  emotion  that  is  necessary  for 
professional  and  economic  success.  "And  society  needs 
successful  men,"  he  says.  "Liberals  and  conservatives  have 
an  unconscious  investment  in  forcing  men  to  be  success- 
ful. Men  are  sacrificed  to  society,  as  they  are  in  war.  Men 
are  disposable." 

Why  do  fewer  black  men  commit  suicide?  Far- 
rell thinks  they  may  simply  elect  to  "check  out 
of  life"  in  different  ways,  such  as  risky  drug- 
dealing  and  homicide. 

"People  worry  about  saving  the 
whales,"  Farrell  says.  "No  one  worries 
about  saving  the  males."  M 
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Research:  Edwin  S.  Rubenstein, 
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The  one-drop-of-blood  rule 


BY  DINESH  D'SOUZA 


Dinesh  D'Souza 
is  a  John  M.  Olin 
scholar  at  the 
American  Enterprise 
Institute  in 
Washington,  D.C. 
and  the  author  of 
The  End  of  Racism 
(Free  Press). 


Susan  Graham  is  a  white  woman  married  to  a 
black  man.  When  she  received  her  form  from 
the  U.S.  census  a  few  years  ago,  she  realized 
there  was  no  descriptive  category  for  her  chil- 
dren. She  called  the  Census  Bureau  and  was 
told  that  her  children  should  take  the  race  of 
their  mother.  They  were  white.  At  her  son's 
school,  however,  the  teacher  was  asked  to 
classify  the  child  based  upon  observation  of 
his  features.  The  verdict:  black.  "White  on  the 
U.S.  census,  black  at  school  and  multiracial  at 
home,"  marvels  Graham. 

The  Census  Bureau  and  other  federal  and 
state  agencies  categorize  American  citizens 
into  six  groups:  white,  black,  Hispanic, 
Asian/Pacific  islander,  American  Indian, 
other.  Congress  and  several  federal  agencies 
are  holding  hearings  on  proposals  to  add  a 
new  "multiracial"  category,  or  perhaps  to 
eliminate  race-based  classification  altogether. 

For  more  than  a  decade  scholars  have 
pointed  out  that  the  existing  racial  boxes 
make  no  sense.  Hispanic  and  Asian  are  not 
racial  but  rather  cultural  and  continental  cate- 
gories. Hispanic  is,  more  precisely,  a  linguistic 
classification  whose  heritage  includes  white, 
black  and  native  Indian. 

The  category  "black"  is  equally  dubious. 
Biologists  and  anthropologists  tell  us  that  the 
overwhelming  majority  of  African-Americans 
have  both  black  and  white  heritage.  So  why 
are  people  like  Whitney  Houston  and  Jesse 
Jackson,  despite  their  mixed  ancestry,  auto- 
matically classified  as  black? 

The  answer  will  not  please  the  people  who 
favor  this  kind  of  classification.  The  system 

One-fourth  of  Hispanics  now 
marry  outside  their  group,  and 
one-third  of  Asians  living  in 
the  U.S.  are  married  to  non-Asians. 


can  be  traced  to  a  U.S.  peculiarity  called  the 
"one-drop  rule,"  according  to  which  a  single 
drop  of  black  blood  is  sufficient  to  assure 
membership  in  the  black  race. 

The  one-drop  rule  was  invented  by  south- 
ern slaveowners.  It  guaranteed  that  the  illegit- 
imate offspring  of  a  white  slavemaster  and  his 
black  concubine  remained  a  slave.  In  adopting 
the  one-drop  rule  and  tracing  racial  descent 
through  the  mother,  the  Census  Bureau  is 


strictly  following  antebellum  precedent. 

Intermarriage  is  growing  by  leaps  and 
bounds.  Only  about  5%  of  African-Americans 
marry  whites,  but  each  year  the  number 
increases.  One-fourth  of  Hispanics  now  marry 
outside  their  group,  and  one-third  of  Asians 
living  in  the  U.S.  are  married  to  non-Asians. 
There  will  soon  be  millions  of  children  like  my 
own  22-month-old  daughter  Danielle  who  are 
literally  beyond  racial  classification. 

It  makes  eminent  sense  to  get  rid  of  these 
historically  and  scientifically  absurd  classifica- 
tions, but  powerful  political  interests  have 
mobilized  to  preserve  the  status  quo.  They 
want  to  protect  the  racial  privileges  that  the 
current  system  provides,  while  others  seek  to 
amend  their  racial  titles  in  order  to  expand 
their  race-based  entitlements. 

Testifying  at  the  hearings,  civil  rights 
activists  condemned  proposals  to  eliminate 
racial  classification.  They  seemed  unconscious 
of  the  irony  that  they  were  perpetuating  the 
racial  lexicon  of  their  oppressors  and  rejecting 
the  colorblind  principle  for  which  generations 
of  black  leaders  from  Frederick  Douglass  to 
Martin  Luther  King  Jr.  had  labored. 

The  motives  of  these  activists  were  entirely 
pragmatic.  They  pointed  out,  correctly,  that  if 
the  government  stops  counting  its  citizens  by 
race,  this  could  mean  the  end  of  college  admis- 
sions, faculty  recruitment,  scholarships,  hiring, 
promotion,  government  contracts,  race-based 
set-asides  and  voting  districts  based  on  race. 

The  chicanery  that  emerged  at  the  hearings 
was  even  a  little  comic.  The  National  Council 
of  La  Raza  astonished  scholars  by  asserting  that 
Hispanics  were  not  a  cultural  group  but  rather 
a  distinct  brown-skinned  "race."  The  Arab- 
American  Institute  insisted  that  Americans  of 
Middle  Eastern  descent,  heretofore  counted  as 
white,  should  be  given  a  separate  affirmative 
action  category.  Hawaiian  groups  demanded  to 
be  moved  from  the  Asian/Pacific  islander  box 
to  the  American  Indian  box,  thus  making  them 
eligible  for  gambling  concessions  currently 
available  to  Indians  but  not  to  Asians. 

These  displays  show  racial  preferences  for 
what  they  really  are:  Pure  political  pork — or 
rent-seeking,  to  use  the  term  economists  use. 

Consistent  with  Martin  Luther  King's  vision, 
the  government  should  stop  color-coding  its  citi- 
zens. A  new  generation  of  Americans,  like  Susan 
Graham's  children  and  mine,  should  be  able  to 
think  of  themselves  as  Americans,  and  not  have 
to  go  through  life  checking  racial  boxes  that 
force  them  into  artificial  categories.  M 
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Just  because 

you  buy  a  minivan 

doesn't  mean 

you  have  to 

lose  your 

identity. 

talented  and  humble  individual  that  you  are. 

The  Odyssey  still  does  the  kinds  of  things  ths 
regular  minivans  do.  Like  move  people.  And  thing; 
People  and  things.  But  it  accomplishes  these  feat 
with  a  bit  of  personality  and  smarts. 

First,  it  doesn't  look  like  your  typical  minivar 
The  Odyssey  strikes  more  of  a  sleek,  sophisticate! 
silhouette  than  those  clunky-looking  "Momnr 
Mobiles"  out  there.  In  fact,  given  its  streamlinec 


Hello?  Hello  out  there?  It's  no  fun  being  lost  in 


the  crowd,  shuttling  along  with  a  herd  of  anonymous, 


unenlightened  mini- 


vans.  Which  has  much 


to  do  with  why  we've 


created  the  Odyssey.  A 


minivan  that  recognizes 


you  as  the  exceptionally 


savvy,  spirited,  unique, 


This  is  gray. 
Gray  is  neither  black 
nor  white.  Neither 
here  nor  there.  Our 
advice?  Avoid  gray, 
both  in  your  life  and  in 
your  choice  of  minivan. 


•7-pasicnscr  seating  available  on  LX  model  onty  KX  model  with  acicssorv  niof  rack  shown.  ®  19%  American  Honda  Mora  Co,  Int. 


I  shape,  it 


may  come  as  somewhat  of  a  surprise  that  remarkable  agility. 


it  seats  up  to  seven  adults  comfortably* 


Although  you 
may  have  been 

told  you  look 
like  someone  on 
a  sitcom,  there's 
only  one  of  you 

in  this  world. 
Something  that 

we,  and  the 
Odyssey,  respect. 


you'd  go  to  the  gym.) 


The  rear  seat  is  an 


Like  the  car  you're  driving  now,  the  Odyssey  has  engineering  wonder, 

four  doors  for  easy  comings  and  goings.  (We  figured  It  folds  away  into  the 


if  you  wanted  the  daily  work-  floor  in  just  a  matter 

out  of  a  heavy  sliding  door,  of  seconds.  Allowing 


you  to  effortlessly  go 


When  you  step  into  the  from  bringing  home 


Few  can  agree  what 
milquetoast  really  looks 
like.  Its  meaning,  however, 
as  something  bland  or 
ineffectual,  is  not  up  for 
debate.  You  can  avoid  a 
milquetoast  existence 
through  independent 
thought,  assertive  action 
and/or  an  Odyssey. 


Odyssey  you  don't  feel  like  an  antique  dresser  to  taking  the  gang  out  to  dinner. 


you're  climbing  into  the  cab 


Whv  settle  for  the  life  of  a  wallflower  when  you 


of  a  truck.  The  step-in  height  can  get  out  there  and  drive  something  with  a  spirited 

is  low  to  the  ground.  Go  for  a         sense  of  self?  Call  1-800-33-HONDA,  ext.  156,  for  a 


spin  and  you'll  find  handling  to  be  tight.  Starts  and  brochure.  Or  visit  us  at  www: honda.com. 


stops,  crisp.  On  the  whole,  it  conducts  itself  with 


The  Odyssey  USES 


The  home  mortgage  market  got  into  trouble  again 
with  the  Quota  Cops.  The  industry  is  damned 
if  it  does  and  damned  if  it  doesn't. 

Lender  beware 


By  Tim  W.  Ferguson 

The  latest  "fair  lending"  settlement 
forced  on  lenders  by  the  U.S.  govern- 
ment was  only  for  $4  million,  but  it 
has  the  $30  billion  (revenues)  mort- 
gage-lending industry  on  edge.  The 
Justice  Department  action  targeted  a 
wholesaler  of  real  estate  loans,  and 
effectively  held  it  responsible  for  the 
commercial  practices  of  the  indepen- 
dent mortgage  brokers  that  bring  it 
business.  It's  almost  as  if  your  broth- 
er-in-law committed  a  crime  and  the 
cops  arrested  you  instead  of  him. 

The  lender-in-the-middle  in  this 
case  is  $107  million  (1994  revenues) 
Long  Beach  Mortgage  Co.  of  Orange 
County,  Calif  Long  Beach  is  a  spe- 
cialized type  of  mortgage  originator. 
It  goes  after  "subprime"  borrowers 

Headed  upstairs 


who  wouldn't  meet  credit  standards 
in  the  commodity  loan  pool.  Long 
Beach  has  a  retail  operation — and 
that,  too,  was  cited  by  Justice — but 
like  most  wholesalers,  it  relies  on  inde- 
pendent brokers  to  bring  in  many  of 
its  applicants.  The  relationship 
between  Long  Beach  and  those  inde- 
pendent brokers  is  the  nettle  of  the 
Justice  Department  action. 

Brokers  now  account  for  nearly  half 
of  all  mortgage  originations,  up  from 
20%  in  1987,  according  to  David 
Olson  of  Wholesale  Access,  a  Colum- 
bia, Md.  research  firm.  Every  one  of 
these  small  businesses  is  fair  game  for 
the  Justice  Department's  Quota 
Cops,  who  are  constantly  on  the 
prowl  for  statistical  disparities  that 
suggest  bias.  As  Forbes  has  repeated- 
ly pointed  out  {Jan.  4, 


1993  and  Dec.  18,  1995,  for  example) 
these  statistical  disparities  may  be  evi- 
dence of  nothing  more  than  sensible 
lending  practices. 

The  ten  previous  legal  battles 
between  Justice  and  the  mortgage 
lenders,  beginning  in  1992,  were  set- 
tled with  the  mortgage  companies 
agreeing  to  establish  internal  controls 
against  racial  and  national  origin  bias. 
"The  prior  cases  are  basically  about 
how  you  train  and  monitor  your  loan 
officers  and  underwriters  and  handle 
your  marketing  in-house,"  says 
Thomas  Noto,  an  attorney  at  Kirk- 
patrick  &  Lockhart  in  Washington, 
D.C.,  counsel  to  Long  Beach  Mort- 
gage. "What  makes  Long  Beach  signif- 
icant is  that  this  case  raises  the  issue  of 
what  do  you  know  about  people  who 
are  not  your  employees  and  on  whom 
you  depend  for  your  livelihood." 

Brokers  qualify  borrowers  and  set 
points  (effectively,  their  margins)  on 
top  of  the  lender's  own  fees  and  inter- 
est rates.  Where  mortgage  firms  seek 
out  customers  with  riskier  credit  pro- 
files— as  they  increasingly  are  doing 
(see  chart) — these  premiums  can  vary 
widely.  It  costs  more  to  originate  these 
loans  to  people  with  weak  credit  his- 
tories because  the  yield  of  ultimately 
approved  files  is  lower,  and  therefore 
the  prospecting  burden  is  greater. 
Moreover,  the  loans  in  question  tend 
to  be  smaller  and  therefore  generate 
less  profit  at  normal  markups. 

To  see  the  statistical  sticking  point 
for  a  wholesaler,  consider  a  simple 
hypothetical   example.    Broker  A 
worked  a  tough  stretch  of  town  and 
brought  Long  Beach  Mortgage  two 
loans  to  black  clients  and  one  to  a 
white.  The  three  borrowers'  credit 
profiles  were  similar;  for  his 
work  the  broker  charged  them 
all  origination  fees  of  4  points 
(4%  of  the  loan  amount). 
Broker  B  canvassed  a  middle-class 
neighborhood  and  brought  in  one 
black  borrower  and  two  whites, 
charging  each  of  them  2  points. 

If  Long  Beach  funded  only  those 
six  loans',  its  data  would  indicate  that 
blacks  were  twice  as  likely  to  be 
charged  extra  fees  as  whites.  That 
would  be  true  even  though  none  of 
the  three  business  entities — Long 
Beach  or  Brokers  A  and  B — had  in 
fact  differentiated  by  race. 

Granted,  subprime  lending  is  a  field 


Two  market 
trends  have 
thrust  lenders 
like  Long  Beach 
Mortgage  into  the 
middle  of  the  dis- 
crimination wars. 
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All  figures  are  estimates.  Source:  Wholesale  Access. 
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nowadays,  people  tend  \ 
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London's  General  Post  Office  once  redirected  this  letter 
from  Czechoslovakia  to  The  Savoy.  No  wonder.  Sir  Noel 
Coward  played  piano  here.  Caruso  sang.  Churchill 
conferred  with  Roosevelt. 

And  The  Savoy  is  constantly  evolving  to  meet  our 
guests' everchanging  needs.  For  instance,  you'll  now  find 
us  at  a  brand  new  Internet  site. 

It's  one  of  the  ways  we  make 
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LONDON. 

AND    NOWHERE    ELSE    IN    THE  WORLD. 


business  a  rare  pleasure:  from  apartments  with  ISDN  and 
dedicated  fax  lines  to  legendary  but  state-of-the-art 
meeting  rooms.  Moments  from  the  City,  yet  at  the  heart  of 
London's  theater  district,  The  Savoy  respects  the  past  while 
understanding  the  future. 

Discover  The  Savoy  at  http://www.savoy-group.co.uk 
or  in  person  at  our  traditional 
London  address. 


For  reservations,  call  800-63-SAVOY, 
800-223-6800,  or  your  travel  agent. 


THE  SAVOY  GROUP 
England's  most  distinguished  and  individual  hotels. 
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['11  never  view 
variable  annuities 
the  same  way  again. 


This  innovative 
software  is  the  first 
of  its  kind  and  the 
most  up-to-date 
way  to  learn  about 
variable  annuities 
and  how  they 
work.  Compare 

the  T.  Rowe  The  T.  Rowe  Price 

Price  No-Load  Variable  Annuity  Analyzer™ 
Variable  Annuity 

to  a  mutual  fund  investment — 
and  consider  which  will  allow 
you  to  accumulate  greater  assets 
as  well  as  provide  you  with  more 
income  during  retirement. 


and  4  MB  of  RAM. 
A  VGA  or  higher 
resolution  monitor 
is  recommended. 


With  the  Analyzer,  you  "point 
and  click"  your  way  through  the 
process,  stopping  for  definitions 
or  more  detailed  explanations  if 
you  wish.  To  use  the  Analyzer, 
you  need  Windows  31  or  higher 
with  a  386  processor  or  greater,  a 
hard  drive  with  4MB  free  space, 


Call for  the 
free  disk  and 
kit  today. 
We'll  also 
enclose  a  pro- 
spectus that 
contains  more  complete 
information,  including 
charges.  Read  the  prospectus 
carefully  before  you  invest 
or  send  money.  Minimum 
investment  $10,000. 


Call  1-800-341-1209 
for  your  free 
Variable  Annuity  Analyzer 
and  Decision  Guide. 


Invest  With  Confidence 

T.RoweRice 
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The  T.  Rowe  Price  No-Load  Variable  Annuity  is  issued  by  Security  Benefit  Life  Insurance  Company.  Form  V6021  [in 
New  York,  it  is  issued  by  First  Security  Benefit  Life  and  Annuity  Company  of  New  York,  White  Plains,  New  York, 
FSB201  (4-94)  ]  and  distributed  by  T.  Rowe  Price  Investment  Services,  Inc.;  T.  Rowe  Price  Insurance  Agency,  Inc.;  and 
T.  Rowe  Price  Insurance  Agency  of  Texas,  Inc.  The  Security  Benefit  Group  of  Companies  and  the  T.  Rowe  Price  companies 
are  not  affiliated.  The  Variable  Annuity  and  Analyzer  may  not  be  available  in  all  states.  This  variable  annuity 
contract  has  limitations.  Call  a  representative  for  costs  and  complete  details  of  the  coverage.  WINDOWS  is  a  trademark  of 
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where  cowboy  brokers  can  flourish. 
The  Justice  Department  investigators 
found  some  Long  Beach -funded  loans 
to  blacks  that  carried  broker  origina- 
tion fees  of  6  points.  But  usurious 
practices  are  getting  rarer  every  day  as 
the  subprime  lending  business  gets 
more  competitive  (Forbes,  Nov.  18). 
Taken  as  a  whole,  mortgage  brokers 
perform  a  real  service.  In  the  sub- 
prime  market  they  channel  money  to 
borrowers  whom  big  financial  institu- 
tions would  overlook. 

Officials  at  Justice  say  Long  Beach 
was  a  special  case  because  the  compa- 
ny was  actually  making  loans  and  not 
simply  acting  as  a  passthrough  like 
many  wholesalers,  and  because  the 
racial  targeting  there  was  "egregious." 

Brokers  out  looking 
for  big  margins  can 
be  a  risky  borrower's 
link  to  credit. 


They  also  say  statistical  disparities  are 
okay  when  justified  by  legitimate  mea- 
sures of  creditworthiness.  But  the  mar- 
ketplace defies  neat  pricing  schedules. 

What  can  a  wholesale  lender  like 
Long  Beach  do  to  protect  itself  from 
statistical  lies  and  rogue  brokers? 
Three  things,  none  of  them  pleasant. 
It  could  insist  on  no  extra  fees  on  bro- 
kered loans — in  which  case  its  volume 
would  shrivel  as  brokers  took  their 
business  elsewhere.  Or  the  lender 
could  reject  a  high-points  deal,  then 
go  around  the  broker  to  try  to  offer 
better  terms  to  the  borrower.  Aside 
from  being  unethical,  that  practice 
would  undermine  the  broker  sector, 
hardly  a  help  to  subprime  borrowers. 

What  if  the  lender  simply  rejected 
the  high -fee  minority  loan?  Thus  dis- 
qualified by  race,  the  borrower  would 
have  a  surefire  lawsuit  against  the 
wholesaler.  Lending  bias,  like  other 
forms,  is  difficult  to  ascertain  numer- 
ically. "If  you  listened  to  Bill  Clinton 
in  the  campaign,  he  was  saying  that 
the  affirmative  action  laws  don't  guar- 
antee equality  of  result,  just  equality  of 
opportunity,"  observes  Laurence  Piatt 
of  the  Kirkpatrick  &  Lockhart  law 
firm.  "What's  frustrating  here  [in  the 
Long  Beach  Mortgage  case]  is  that 
the  Justice  Department  was  insisting 
on  equality  of  result."  WK 
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And  how  we  can  provide  international  reach  to  over  105  countries. 
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GUT 


Also  known  as : 

"the  big  decision  maker" 


Often  forced  to  make  decisions 
about  stuff  it  doesn't  understand 
(like  technology),  the  gut  is  much 
more  effective  when  it  has  some- 
thing solid  to  go  on. 
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Leon  Hirsch  saved  his  U.S.  Surgical  Corp. 

by  slashing  costs,  but  you  can't  restore  a  company 

to  good  health  by  continual  amputation. 

On  the  mend 


By  Howard  Rudnitsky 

At  the  podium  during  a  convention 
of  surgeons  in  San  Francisco  in  Octo- 
ber, 69-year-old  Leon  Hirsch  had  all 
the  bounce  of  a  much  younger  man. 
The  founder  and  chief  executive  of 
$1.2  billion  (sales)  U.S.  Surgical 


Corp.,  maker  of  surgical  instruments, 
announced  more  than  a  dozen  new 
products,  some  of  them  very  promis- 
ing. U.S.  Surgical  has,  for  example, 
developed  a  new  technology  to  treat 
benign  prostate  enlargement.  It  has 


just  licensed  from  NeoVision  Corp. 
an  ultrasound  device  to  detect  breast 
cancer;  Hirsch  says  his  company 
hopes  to  get  FDA  approval  to  market 
the  device  next  year. 

As  a  result  of  these  new  products, 
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> 
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U.S.  Surgical  Chief  Executive  Leon  Hirsch 
Will  the  company  become  takeover  bait? 
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The  best  gifts  dont 
always  fit  under  the  tree. 


REMY  MARTIN 

100%  fine  champagne  cognac  from  the  heart  of  tht 
most  celebrated  growing  region  in  France. 


To  learn  more  about  cognac  and  the  world 
ofRemy  Martin,  call  1-800-678- REMY  for  01 
10-miniite  video.  Complimentary, 
while  supplies  List;  offer  expires  5-31-97. 


Hirsch  expects  U.S.  SurgicaPs  rev- 
enue growth,  which  analysts  say  will 
be  about  9%  this  year,  to  accelerate 
next  year.  Some  investors  were 
expecting  good  news.  U.S.  SurgicaPs 
shares  quickly  rose  almost  10%,  to 
45%  (now  4VA). 

Is  U.S.  Surgical  finally  well  again? 
If  so,  it  has  passed  through  a  long, 
painful  illness,  during  which  its  stock 
plunged  from  a  high  in  January  1992 
of  134  a  share  to  a  low  of  16  in  Feb- 
ruary 1994. 

In  1987  Leon  Hirsch  introduced 
the  first  automated,  minimally  inva- 
sive laparoscopic  surgical  device, 
which  allows  doctors  to  perform 
surgery  with  only  small  incisions.  For 
the  next  seven  years  the  Norwalk, 
Conn. -based  company  dominated  the 
laparoscopic  market. 

In  1991  Hirsch  entered  the  sutures 
market  to  compete  with  Johnson  & 
Johnson's  dominant  Ethicon  unit.  A 
cocky  Hirsch  boasted  he'd  soon  take 
a  sizable  chunk  out  of  J&i's  $1.3  bil- 
lion sutures  pie.  It  was  a  silly  boast. 
One  of  the  world's  best-managed 


companies  (Forbes,  Feb.  26),  j&j 
wasn't  about  to  stand  still  for 
Hirsch's  jabs.  Instead,  it  cut 
Ethicon's  suture  and  laparoscopic 
prices  by  about  15%  and  lost  at  least 
$100  million  just  to  buy  up  laparo- 
scopic market  share. 

But  Hirsch  kept  expanding.  By 
1992  he  had  borrowed  nearly  $200 

Then  came  the  Clintons' 
health  care  plan.  Hospitals 
cut  back  on  purchases.  This 
was  especially  painful 
for  U.S.  Surgical. 

million  to  expand  two  laparoscopic 
facilities  in  Connecticut  and  build  a 
new  one  in  Elancourt,  France. 

In  early  1993  came  Bill  and  Hillary 
Clinton's  health  care  plan.  Hospitals 
cut  back  on  equipment  purchases  and 
started  slashing  costs.  This  was  espe- 
cially painful  for  U.S.  Surgical 
because  its  laparoscopic  equipment 


sold  at  prices  15%  higher  on  average 
than  J&j's  competing  Ethicon  line. 

Hirsch  sued  them  for  patent 
infringement  as  U.S.  SurgicaPs  1993 
sales  plunged  by  some  $200  million, 
to  $1  billion.  Gross  margins  fell  to 
43%  from  57%  as  j&j's  Ethicon  unit 
took  nearly  45%  of  the  domestic  lap- 
aroscopic market  in  just  three  years. 
As  U.S.  SurgicaPs  stock  swooned, 
Hirsch  and  other  directors  were  sued 
by  shareholders  alleging  insider  trad- 
ing and  excessive  compensation. 
(Hirsch  and  his  wife  exercised  $126 
million  in  stock  options  in  1991-92, 
when  the  stock  was  between  60  and 
120.)  The  company  says  the  last  suit 
is  about  to  be  setded. 

Leon  Hirsch  is  a  survivor.  He  grew 
up  in  the  Bronx  and  once  peddled 
refrigerators  and  storm  windows  with 
mixed  results.  To  save  U.S.  Surgical 
he  began  to  amputate.  He  temporar- 
ily shut  down  facilities  in  Connecticut 
and  sold  part  of  the  French  opera- 
tion. He  fired  25%  of  his  8,500 
employees,  cut  research  spending  by 
26%  (now  mostly  restored)  and 


How  you  begin  ultimately  determines  what  yo 


slashed  U.S.  Surgical's  dividend  by 
74%.  All  told,  Hirsch  squeezed  close 
to  $150  million  in  annual  operating 
costs  out  of  the  company  in  1993 
alone  and  took  a  restructuring  charge 
of  $138  million. 

To  cut  the  company's  $505  million 
debt,  Hirsch  sold  $200  million  in 
convertible  preferred  stock  in  March 
1994,  using  die  proceeds  to  pay  down 
bank  debt.  "It  was  a  lifesaver,"  he  says. 

Fully  aware  that  a  company  cannot 
indefinitely  cut  its  way  to  good 
health,  Hirsch  is  now  aggressively 
courting  the  hospital  administrators 
he  once  ignored.  U.S.  Surgical  used 
to  just  sell  equipment.  Now  the  com- 
pany goes  into  hospitals  and  helps 
train  nurses  and  technicians  on  how 
to  use  it. 

Hirsch  has  improved  service  in 
other  ways.  For  example,  U.S.  Surgi- 
cal has  invested  substantial  sums  in 
warehouses  and  computerized  inven- 
tory control  systems  to  provide  just- 
in-time  delivery  of  its  products  to  its 
customers.  This,  too,  reduces  the 
hospitals'  operating  expenses  and 
makes  U.S.  Surgical  a  more  attractive 


vendor.  The  company  recendy  landed 
sole-source  contracts  with  Kaiser  Per- 
manente  North,  Yale  New  Haven 
and  Cornell  medical  centers. 

Meanwhile,  J&j's  Ethicon  unit  is 
no  longer  cutting  laparoscopic  prices. 
Shares  have  stabilized  in  the  $1  bil- 
lion worldwide  market. 

This  year  U.S.  Surgical's  earnings 

To  cut  the  company's  $505 
million  debt,  Hirsch  sold 
$200  million  in  convertible 
preferred  stock.  "It  was  a 
lifesaver,"  he  says. 


after  preferred  dividends  may  hit 
$85  million,  $1.40  a  share,  a  vast 
improvement  from  the  dark  days  of 
1993.  The  company  should  generate 
$240  million  free  cash  flow  in  1997- 
98,  enabling  it  to  further  reduce  its 
remaining  $153  million  in  debt. 

So  much  restored  is  Hirsch's  con- 
fidence that  the  company  sold  4.3 
million  shares  in  May  and  in  August 


launched  a  $230  million  cash  hostile 
tender  offer  for  Circon  Corp. 

Based  in  Santa  Barbara,  Calif, 
Circon  is  a  $160  million  (sales)  maker 
of  endoscopic  and  sterilization  equip- 
ment for  the  urology  and  gynecology 
markets.  The  still-pending  deal  is  tied 
up  in  court  as  Hirsch  tries  to  invali- 
date Circon's  "poison  pill"  bylaw 
provision. 

Will  U.S.  Surgical  itself  become  a 
part  of  a  larger  company?  Next  year 
Leon  Hirsch,  who  owns  4.9  million 
shares  worth  $203  million,  will  be 
70.  He  has  anointed  no  heir  appar- 
ent. With  its  vastly  improved  financial 
structure  and  its  basic  business  on  the 
rebound,  U.S.  Surgical  could  make 
an  excellent  fit  with  one  of  the  larger 
medical  equipment  industry  consol- 
idators.  Paired  with  Medtronic 
(market  cap  $16  billion),  say,  or 
Boston  Scientific  ($10  billion),  U.S. 
Surgical  ($2.6  billion)  could  offer 
hospitals  package  deals  on  a  wide 
range  of  products. 

Hirsch  tells  Forbes  he  has  no 
interest  in  selling.  But  that  could 
change  if  the  price  were  right.    .  H 


ecome 


the  beginning,  we  selected  the  best  independent  agents,  low-risk 
kets,  and  a  conservative  yet  aggressive  plan  jor  growth.  From 
those  initial  choices,  we've  carved  an  impressive  history.  Increased 
dividends  jor  35  consecutive  years.  A  total  return  oj  174% 
compared  to  the  S&P  500s  115%  ('91-95  with  dividends 
reinvested}*  And  an  A++  rating  by  A.M.  Best  jor  our  property 
casualty  insurance  operations.  Today,  when  you  look  at 
Cincinnati  Financial  Corporation,  you'll  see  a  company  that 
has  appreciated  in  value.  Look  deeper  and  you'll  recognize  the 
principles  behind  that  success  ingrained  throughout.  For  a  CFC 
jact  sheet,  call  1-800-955-CINF  (2463 


Cincinnati    Financial  Corporation 

Making  our  strength  your  future 


CINCINNATI 

INSURANCE  COMPANIES 
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After  revolutionizing  the  U.S.  holiday  time-share  market, 
companies  like  Marriott  International  are  taking  their  show  to  Europe. 

Buying  a  piece 
of  vacationland 


By  Richard  C.  Morais 


Scale  model  of  Marriott's  resort-in-progress  in  Marbella,  Spain 

All  the  latest  gadgets,  luxuries  for  the  weeklong  vacationer. 


In  an  office  building  tucked  away 
behind  Knightsbridge,  London,  a 
platoon  of  80  people  work  the 
phones  selling  vacation  time-shares  in 
Marbella,  Spain.  Since  March  they've 
booked  well  over  $8  million,  con- 
vincing some  500  European  and 
Middle  Eastern  families  to  lay  out  an 
average  $13,500.  In  return  they  get 
a  place  to  spend  a  week  in  sunny 
Spain  every  year  for  the  next  80  years. 

This  is  Marriott  Vacation  Club 
International,  a  small  division  of  the 
$9  billion  revenue  American  hotel 
chain,  Marriott  International.  Mar- 
riott runs  a  network  of  some  30  time- 
share  resorts  across  the  U.S.  in  places 
like  Hawaii  and  Colorado.  They're 
occupied  by  some  80,000  Marriott 
customers  with  average  incomes  of 
$120,000. 

Time-sharing  is  well-accepted  in 
the  U.S.  but  until  recently  has  had  a 
bad  smell  in  Europe,  where  time- 
sharing salespeople  are  regarded  as  a 
step  below  racetrack  touts  and  only  a 
small  step  above  pimps.  Even  the 
quality  U.K.  papers  regularly  run 
horror  stories  with  titles  like 
"Ambush  in  the  Sun,"  "Hustlers" 
and  "I  was  a  Timeshare  Rep." 

Today  Marriott's  American  sales- 
men in  Munich,  Barcelona  and 
London  use  direct  marketing  to  sell 
time-sharing  as  a  quality  product. 
They  presell  5 1  weeks  of  vacation — 
the  fifty-second  is  for  maintenance — 
in  288  one-  to  three-bedroom  apart- 
ments at  the  Marbella  Beach  Resort. 

The  apartments  will  be  fully 
loaded — with  video  recorders,  voice 
mail,  access  to  whirlpools,  kidney- 
shaped  heated  swimming  pools, 
masseuses  and  tennis  courts.  To  keep 
it  all  spiffy,  mcvi  customers  pay  a 
$500  maintenance  fee  per  annual 
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What  energy  company  is  aggressive  enough 
to  survive  in  a  competitive  environment? 

Our  game  plan  is  play  to  win.  As  a  result,  we  provide  electricity  at  a  cost  that's  16%  below  the  national 
average  and  have  won  80%  of  the  business  we've  competed  for.  It's  an  edge  we  don't  intend  to  lose. 

SOUTHERN  mL 
COMPANY 

http://www.southernco.com  Energy  to  Serve  Your  World  u 

I  1996  Southern  Company        "   ,'   '  '  '  'v 


vacation  week.  Move-in  date  will  be 
August  1997. 

Tired  of  Spain?  Marriott's  system 
allows  time-share  owners  to  trade  in 
their  villa  weeks  for  everything  from 
time  at  Marriott's  280  hotels  to  a 
luxury  Cunard  cruise. 

The  American  brand-name  stamp 
of  quality  is  proving  attractive  to 
Europeans:  Marriott  is  making  almost 
100  sales  a  month. 

Once  time-sharing  was  regarded  as 
a  shoddy  product  in  the  U.S.  as  well, 
but  in  1985  legislation  clamped 
down  on  sleazy  sales  and  building 
practices,  squeezing  out  the  cowboys. 
Marriott  moved  in  at  the  top  end  of 
the  market,  followed  by  Disney, 
Hyatt,  Radisson  and  Hilton.  These 
hotel  chains  account  for  just  20%  of 
the  U.S.  time-share  market,  but  they 
have  lifted  standards. 

Reassured,  consumers  rushed  in. 
In  1990  estimated  time-share  sales 
were  $1.3  billion.  "We  estimate  U.S. 
sales  volume  rose  above  $2.5  billion 
in  1996,"  says  Tom  Franks,  president 
of  the  American  Resort  Development 
Association.  "It  was  another  record 
year.  All  our  resorts  are  reporting  the 
best  sales  ever."  Fact:  Holiday  time- 


shares  are  the  fastest-growing  seg- 
ment of  the  U.S.  travel  and  tourist 
industry. 

New  American  service  companies 
have  sprung  up.  Indiana's  Resort 
Condominiums  International,  Inc., 
and  Florida's  Interval  International, 
have  formed  huge  pools  of  time-share 
resorts  and  created  a  flourishing 
"exchange"  industry.  For  an  annual 
fee  of  around  $65,  and  another  $90 
or  so  per  swap,  time-share  owners  can 
use  the  services  of  these  companies  to 
trade  their  time-share  weeks  for  holi- 
days in  some  4,300  resorts  in  81 
countries  around  the  world.  About 
2.7  million  time-share  owners  tap  the 
services  of  these  two  U.S.  companies. 

In  April  1997  the  European  Union 
will  enact  legislation  based  on  the 
U.S.  model,  mandating,  for  example, 
a  "cooling  off"  period  that  allows 
buyers  time  to  review  their  purchase 
away  from  the  hard  sell.  The  same 
time -share  rules  throughout  the  con- 
tinent will  make  Europe,  with  its 
aging  populations  and  long  vacations, 
an  attractive  market  for  experienced 
U.S.  time-share  operators.  According 
to  the  American  Resort  Development 
Association,  Europe  recently  "sur- 


passed the  U.S."  in  terms  of  growth 
of  "new  owners." 

Marriott's  phased  development  in 
Marbella  will  cost  around  $100  mil- 
lion to  build  over  the  next  eight  years, 
and  Forbes  figures  the  company  will 
spend  another  $65  million  or  so  on 
sales  and  marketing.  If  all  goes  well, 
the  288  apartments  will  generate 
almost  $200  million  in  sales,  leaving 
the  hotelier  with  about  a  $30  million 
profit.  Marriott  will  announce  a  devel- 
opment in  Majorca,  Spain  next  year, 
followed  by  European  ski  resorts  and 
an  English  country  experience. 

Marriott  Vacation  Club  Interna- 
tional's 125-man  European  operation 
faces  competition  not  just  from 
estabished  European  operators  but 
from  other  American  outfits  as  well. 
Hyatt  and  Disney  could  be  next.  "A 
penguin  has  hit  the  water,"  says 
Christian  Hayes,  MVCl's  head  of 
direct  marketing,  "and  all  the  other 
penguins  are  huddled  at  the  edge  of 
the  ice  waiting  to  see  if  it's  going  to 
be  swallowed  bv  a  killer  whale." 
Unlikely. 

So  far,  no  whale  in  sight.  Just  a  lot 
of  opportunity  for  another  service 
industry  invented  in  the  U.S.  H 
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Possession 
Collection 


Exceptional  Character. 


Maitre  Joaillier  a  Geneve 


Possession.  Circle  inside  circle. 
Bracelet  and  rings  in  18  karat  gold 
set  with  diamonds  and  sapphires. 


MgeT 


NEMAN  MARCUS 


Maitres  Artisans  d  Horlogerie 

SUISSE 


A  true  collector's  item.  "A  little  something  for  your  great-great-grandson." 

The  Coram  Coin  watch:  an  authentic  gold  coin  sliced  in  two  with  an  ultra-thin  mechanical  movement  inserted  between  the  two  halves 
The  reverse  of  the  $20  coin  hears  the  Coronet  Liberty  Head  Available  in  $  10,  $5  and  $2.5  coins  (for  ladies)  or  other  gold  coins. 


WESTIME:  Los  Angeles,  CA,  310-470-1388 


Snowy  Davos  in  the  Swiss  Alps  will  soon  be  crawling  with  movers  and  shakers. 
For  six  days  hundreds  of  the  world's  most  powerful  people  in  business 
and  politics  will  rub  shoulders  and  compare  notes  there. 

One  of  the  greatest 
shows  on  earth 


By  Tad  Szulc 

Davos,  Switzerland  has  given  a  whole 
new  meaning  to  the  word  "networking." 
In  this  alpine  resort  village  the  twenty-sev- 
enth annual  World  Economic  Forum  will 
run  for  six  days  beginning  Jan.  30.  To  the 
conference  will  come  more  than  1,000 
chief  executives  and  other  senior  officers 


from  the  world's  largest  corporations,  and 
nearly  as  many  ranking  politicians  and 
bureaucrats,  heads  of  institutions  and  think 
tanks,  and  reporters.  Among  the  potential 
attendees  this  time  are  Vice  President  Al 
Gore,  Speaker  Newt  Gingrich,  Senator  Bill 
Bradley  and  Forbes  Editor-in-Chief  Steve 


Clockwise  from  top:  Participants  enter  the  World  Economic 
Forum  Plenary  Hall  in  February;  South  Africa's  de  Klerk  and 
Mandela  meet  in  Davos  in  1992;  Klaus  Schwab;  panel  featur- 
ing Toyota's  Shoichiro  Toyoda  (left),  Nestle's  Helmut  Maucher, 
Enron's  Kenneth  Lay  and  ABB's  Percy  Barnevik 
Klaus  Schwab's  mixers  give  leaders  and  competitors 
from  business,  politics,  the  media  and  academe 
the  chance  to  mingle. 
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Forbes;  the  presidents  of  China, 
France  and  Poland;  the  prime  minis- 
ters of  India  and  Russia;  and  British 
Prime  Minister  John  Major's  top  three 
cabinet  members:  Sir  Kenneth  Clarke, 
Malcolm  Rifkind  and  Michael  Portillo. 
It  is  the  grand  mixer  where  ge's  Jack 
Welch  and  gm's  Jack  Smith  rub  shoul- 
ders with  Siemen's  Heinrich  Peirer 
and  Toyota's  Shoichiro  Toyoda.  Ditto 
for  Wayne  Allen  of  Phillips  Petroleum 
and  David  Simon  of  BP.  Money  men, 


academics  and  humanitarians  includ- 
ing George  Soros,  former  Federal 
Reserve  Governor  Alan  Blinder  and 
Nobel  laureates  Elie  Wiesel  and  Arno 
Penzias  are  also  regulars. 

A  leading  British  investment 
banker  says:  "I  could  spend  a  year  cir- 
cling the  globe  and  I  would  not  get 
to  see  one-tenth  of  the  important 
people  I  meet  in  Davos." 

At  the  World  Economic  Forum  in 
1990,  West   German  Chancellor 


Helmut  Kohl  and  East  German  Prime 
Minister  Hans  Modrow  met  in  a  ses- 
sion that  accelerated  German  reunifi- 
cation— while  in  another  quarter  of 
Davos,  F.W.  de  Klerk,  then  president 
of  South  Africa,  had  his  first  private 
meeting  with  Nelson  Mandela  of  the 
African  National  Congress  and  Man- 
gosuthu  Buthelezi,  president  of  the 
Inkatha  Freedom  Party.  Last  year  Bill 
Gates  and  Michael  Bloomberg  debat- 
ed new  technologies  in  the  so-called 


Clockwise  from  above:  A  panel  on  Russia's  future 
led  by  Gennady  Zyuganov,  U.S.  Senator  Bil 
Bradley,  ABB's  Percy  Barnevik  and  Grigory 
Yavlinsky;  Zyuganov  with  his  translator;  Yasser 
Arafat  says  something  interesting  to  Argentina's 
Carlos  Menem;  Norwegian  Prime  Minister  Gro 
Harlem  Bruntland  addresses  a  small  session; 
Shimon  Peres  promised  the  Israeli  economy 
was  ready  to  take  off. 

The  Davos  Forum  is  a  great  shortcut  to 
meeting  heads  of  states  in  which  the  private 
sector's  leaders  do  their  business— and  the 
pols  know  they  need  to  make  a  good 
impression  to  attract  capital. 
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On  vacation,  we 
find  it  really  easy  to 
take  lots  of  luggage. 

Luckily  so  does 
our  suitcase!9 


Our  family  used  to  be 
bogged  down  every  time 
we'd  travel 


Ther 
was 

no  way  to 
carry  all  our  bags  at  once. 
But  with  the  new  Epsilon 
Piggyback8  from  Samsonite, 
all  that's  changed.  I  can 
load  on  one  bag  with 
the  QuickHook!  or 
everyone's  bags  with 
the  Piggyback  strap, 
and  I'm  flying  with  one  hand. 
With  its  streamlined  design  and  extra- 
wide  wheelbase,  it  really  moves.  I  can  even 


adjust  the  height  of  the  curved  handle 
to  my  most  natural  pulling  position: 
hunched  over,  hanging  on  to  a 
bouncing  little  kid.  But  thanks  to 
Samsonite  Brands,  travel  has 
never  been  easier. 


m  http://www.Samsonite.com  or 
call  1-800-262-8282  for  more  information 


Make  your  next  trip  an  EZ  one™ 
^  #  Samsonite  j 

Samsonite!  A  proud  member  of  the  Samsonite, 
American  Tourister*  and  Lark*  family. 


©1996  Samsomlc  Corp 


digital  economy.  Gates  will  be  back 
this  year  to  mingle  and  to  lead  a  ses- 
sion on  the  Internet. 

Being  in  Davos  at  forum  time  is  a 
shortcut  to  getting  the  ear  of  digni- 
taries who  might  be  hard  to  find  in 
their  respective  capitals  because  of 
protocol  and  bureaucracies.  It  also 
enables  bigwig  politicians  to  mix  with 
business  people  and  opinion  molders 
in  an  informal  setting.  At  last  year's 
meeting  Mexican  President  Ernesto 
Zedillo  held  meeting  after  meeting 


with  businessmen  and  journalists  to 
emphasize  that  his  country  was 
recovering  from  the  peso  crisis.  His 
Argentinean  and  Peruvian  counter- 
parts did  likewise  to  insist  that  the  so- 
called  tequila  effect — panic  capital 
flight  from  much  of  the  region  after 
the  collapse  of  the  Mexican  peso  — 
had  worn  off.  China,  which  always 
sends  a  high-level  delegation  to 
Davos,  came  scouting  both  for 
investors  to  take  home  as  well  as  for 
markets  for  her  own  products  abroad. 


Davos  isn't  all  deep-think  trend 
analysis  and  deal-doing.  Last  year 
Polish  President  Aleksander  Kwas- 
niewski  brought  a  first-rate  jazz  trio 
called  Chopin  in  Jazz,  which  played  at 
the  Saturday  black-tie  soiree,  as  guests 
quaffed  Poland's  new  Chopin  export 
vodka.  In  1995  Argentinean  President 
Carlos  Menem  flew  a  complete  tango 
orchestra,  with  a  professional  dance 
troupe,  from  Buenos  Aires  to  Davos  to 
play  at  the  Saturday  dance.  (Many  par- 
ticipants bring  their  spouses.) 


Clockwise  from  above:  Money  man 
George  Soros  courts  new  friends; 
German  central  banker 
Hans  Tietmeyer  and  others  talk 
world  money;  a  new  media  panel 
led  by  MIT's  Nicholas  Negroponte 
(seated  at  right);  Bill  Gates  lets 
Michael  Bloomberg  make 
a  point  at  last  year's  session 
on  the  digital  economy. 
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ON  THE  INTERNET 

Wp//www.autobytel.f 


car  Buying  Pain  Belief 

The  newest,  fastest,  most  hassle-free  way 
ever  invented  to  shop  for  a  new  car. 


And  it's  FREE!  No  fees.  No  clubs  to  join. 
Not  just  a  "shopper's  guide"  or  directory.  With 
Auto-By-Tel  you  can  really  BUY  at  low-cost, 
LEASE  at  low-cost  and  INSURE  at  low-cost  a 
new  car  or  truck  on  the  Internet.  Just  make  a 
purchase  request  and  the  Auto-By-Tel 
Subscribing  Dealer  nearest  you  will  call  you 
immediately  with  your  low  price. 

Visit  Auto-By-Tel  online  today.  Join  the 


http://www.autobytel.com 

 — — Ttilpi^" 

LOW-COST  LOW-COST  LOW  CCST 

CAR  BUYING  INSURANCE  FINANCING 


hundreds  of  thousands  of  customers  who  have 
saved  time,  money  —  and  headaches  —  by 
using  this  revolutionary  new  program! 


You  can  also  reach  Auto-By-Tel 
through  America  Online,  Prodigy, 
CompuServe  and  Microsoft  Network. 


USA 


CANADA 


©  1996  Auto-By-Tel  Corporation 


BANK  &  THRIFT  SPECIALISTS 


ADVISORS  TO 
DIRECTORS  &  MANAGEMENT 


375  Park  Avenue,  New  York,  NY  10152  (212)  754-2000 
Keefe  &  Keefe  International  Inc. 


POTENTIAL  IN  MID-CAPS 


T.  Rowe  Price  Mid- Cap  Growth 
Fund  can  help  you  benefit  from 
the  performance  potential  of  some 
of  America's  leading  mid-size 
companies.  These  companies  are 
often  small  enough  to  adapt  quickly 
to  change,  yet  mature  enough  to 
have  proven  products  and  seasoned 
management. 

The  fund  has  consistently  outper- 
formed its  Lipper  Category  Average. 
Mid- cap  stocks  tend  to  be  less  volatile 
than  those  of  small  companies  but 
are  more  volatile  than  larger-company  M 
stock.  $2,500  minimum  ($1,000  for  IRAs 


Average  Annual  Total  Returns 

as  of  6/30/96* 

I  Mid-Cap  Growth  Fund 

H  Upper  Mid  Cap  Funds  Average 


34.45% 

22.45 

ill 


25.92% 


22.45%  jjxjb 

18.24% 

16.20%  1 

III 

1 

1  year 


3  years      Since  inception 


No  sales  charges. 


Call  24  hours  for  a  free  report  and  prospectus 
1-800-541-8335 


Invest  With  Confidence 

T.RoweRice 


*Source:  Lipper  Analytical  Services,  Inc.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and 
capital  gain  distributions  since  inception  (6/30/92).  Investment  return  and  principal  value  will  vary  and 
shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase. 

Past  performance  cannot  guarantee  future  results.  Read  the  prospectus  carefully  before  investing.  T.  Rowe  Price 
Investment  Services,  Inc.,  Distributor.  MCG032204 


The  impresario  behind  this  splen- 
did show  is  Klaus  Schwab,  58,  a 
slightly  built  German  intellectual  who 
holds  doctoral  degrees  in  mechanical 
engineering  and  economics,  and  a 
master's  degree  in  public  administra- 
tion from  Harvard. 

With  a  staff  in  Davos  of  500  and 
state-of-the-art  computerized  confer- 
ence technology,  each  of  Schwab's 
Davos  forums  costs  upwards  of  $10 
million  to  stage.  The  cost  is  easily 
borne  by  the  938  multinational  com- 
panies and  banks  (150  are  from  the 
U.S.)  that  pay  Schwab's  Geneva-based 
World  Economic  Forum  foundation 
membership  dues  of  around  $12,000 
a  year  ($15,000  for  banks),  plus  Davos 
forum  attendance  fees  in  1997  of 
about  $7,200  (invited  journalists  and 
politicians  are  admitted  free). 

After  all  the  receipts  are  banked 
and  the  bills  paid,  each  Davos  confer- 
ence now  makes  around  $12  million 
for  the  not-for-profit  WEF. 

In  1971  Schwab  was  teaching  busi- 
ness management  in  Geneva.  With 
the  support  of  the  European  Eco- 
nomic Community,  Schwab  orga- 
nized a  meeting  of  European  execu- 
tives to  persuade  them  to  learn 
American  management  methods.  He 
decided  to  hold  it  in  Davos  because 
he  enjoyed  skiing  and  thought  Davos' 
slopes  would  help  draw  an  audience. 

To  Schwab's  great  surprise,  444 
executives  signed  up  for  his  two-week 
symposium.  He  wound  up  with  a 
$25,000  surplus  and  a  wife,  Hilde 
Schwab,  one  of  his  first  three  full- 
time  employees. 

The  profit  allowed  Schwab  to  form 
the  European  Management  Forum, 
which  in  time  became  the  World 
Economic  Forum — its  focus  then 
shifted  to  the  global  political  econo- 
my. In  1976,  when  petrodollars  were 
still  sloshing  around  the  world,  the 
ever  imaginative  Schwab  talked  40 
Arab  banks  and  40  European  banks 
into  jointly  financing  a  conference  of 
Arab  and  European  business  leaders. 
Around 2,000  businessmen  attended. 

Although  the  World  Economic 
Forum  is  a  business,  it  is  built  upon  a 
high-minded  premise:  that  a  continu- 
ing dialog  between  businessmen  and 
government  leaders  will  help  produce 
more  rational  decisions  on  both  sides. 
At  the  forum  the  two  sides  meet  not 
as  antagonists  but  as  confreres. 
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fa  44  We  Chose 

Zenger  Miller 


Because  Of  Their 


Reputation  As  A 
Top  Management 

1  Development 

Consulting  Firm." 

Charles  Vauchan-Johnson,  President  &  CEO,  The  Bank  Of  Bermuda 

"The  Relationship 
Has  Really  Been  An 

Excellent  One." 

Alan  Richardson,  Senior  VP,  Banking  (Bermuda),  The  Bank  Of  Bermuda 


"In  1993,  the  Bank  of  Bermuda  created  an 
International  Banking  School,  to  focus  on  staff 
training  and  development.  There  had  been  a  lack 
of  coherence  in  our  earlier  on-the-job  training 
efforts.  We  were  intent  on  doing  far  better. 

"We  wanted  to  build  a  consistent  manage- 
ment culture  for  the  Bank.  We  wanted  skills- 
development  dealing  with  the  issues  people 
actually  face  in  financial  services.  We  wanted 
the  role-modeling  power  of  internal  training. 
And  we  wanted  all  our  efforts  to  reinforce, 
not  contradict,  each  other. 

"Zenger  Miller  provides  us  training  that  is 
creative,  interactive,  applicable  and  affordable. 


The  Bank  of  Bermuda  provides  banking,  trust  and  investment 
services  to  institutional  and  private  clients  worldwide. 

From  its  base  in  Bermuda,  the  Bank  maintains  an  inter- 
national network  of  offices  in  London,  Luxembourg,  the  Isle 
of  Man,  the  Channel  Islands,  Dublin,  the  Cayman  Islands, 
New  York,  Hong  Kong,  Singapore,  Mauritius,  New  Zealand, 
the  Cook  Islands  and  Western  Samoa. 


Net  Income 
(in  $  millions)  41.1 
35.9 

28.4 


Total  Assets 
(in  $  billions) 


Ml 


h, 

Every  communication,  every  transaction,  every 
implementation  has  been  first  class. 

'We  valued  their  willingness  to  fit  the 
training  to  our  culture.  The  climate  within  our 
organization  is  now  a  much  healthier,  more 
productive  one.  Zenger  Miller  has  presented 
meaningful  solutions  which  have  helped  us 
move  our  Bank  forward." 

To  learn  more  about  Zenger  Miller,  call 
1-800-566-0630.  Or  fax  us  at  1-408-452-1155. 
Or  log  on  at  http://www.zengermillerlibrary.com 
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ZengerMiller 


A  Reputation  For  Results" 
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The  deserts  of  the  Sinai  have  been  wasteland  for 
five  thousand  years.  And  farmland  in  Egypt,  then  as 
now,  is  scarce.  Which  is  why,  when  the  government 
announced  a  plan  to  channel  water  from  the  Nile  to 
farm  the  Sinai— it  seemed  almost  miraculous. 

The  obstacles  were  daunting:  Daytime  temperatures 


of  120°  F  (49°  C).  Fierce  storms.  Sand  that's  so  corrosi' 
it  eats  tools  away.  A  waterway  that  has  to  cross  a  barrer 
waste— and  then  cross  the  Suez  Canal. 

As  is  often  the  case  on  the  toughest  jobs,  Caterpill 
played  a  major  part.  Our  machines  are  built  for  puni; 
ing  conditions.  And  our  dealers  around  the  world— 


tral  inHf 


)cal,  independent  companies— know  the  territory, 
o  far  we've  moved  30  million  tons  of  sand  and  helped 
anstruct  the  massive  siphons  that  will  draw  Nile  water 
inder  the  Suez  Canal. 

But  proud  as  we  are  of  our  biggest  projects,  we  also 
^member  the  everyday  things  we  help  to  accomplish. 


And  making  crops  grow  where  they  never  grew  before  — 
or  simply  bringing  drinking  water  to  a  desert  village- 
seem  miracles  enough  for  us  at  Cat. 


CATERPILLAR 


msm 


Schwab  explains  his  forum's  appeal 
this  way:  "Even  if  you  are  famous  your- 
self, there  are  many  people  in  the  world 
who  are  still  important  to  you:  It  might 
be  die  prime  minister  of  India,  it  might 
be  the  minister  of  finance  of  Mexico, 
it  might  be  die  head  of  Daimler-Benz. 
In  principle,  everybody  who  is  in 
Davos  is  interesting  in  some  way  for 
other  participants." 

Global  investments  and  the  flow  of 
capital  in  general  are  obviously  key 
topics  at  Davos.  Schwab,  who  teach- 
es business  policy  nine  months  a  year 


at  the  University  of  Geneva,  believes 
the  forum  should  also  identify  and 
forecast  trends.  The  forum's  8-person 
program  development  team,  drawn 
from  the  foundation's  permanent 
professional  staff  of  80,  spends  every 
year  tracking  and  identifying  new 
trends  and  ideas  and  finding  experts 
to  present  them  for  discussion  to  the 
membership. 

Schwab  has  reached  his  own  con- 
clusion that  around  the  year  2000  the 
world  will  face  a  severe  capital  short- 
age. "There  will  be  a  big  run  for  cap- 


ital," Schwab  predicts.  "At  the 
moment  you  have  a  relatively  high 
liquidity  in  the  world  markets.  But  if 
you  look  at  all  the  needs,  you  will  see 
that  Latin  America  alone  needs  $1 
billion  a  week  in  order  to  capture  the 
most  wanted  investments  for  the 
infrastructure.  Then  there  is  China. 
These  are  figures  of  hundreds  of  bil- 
lions over  the  next  five  to  ten  years." 

Schwab  concedes  that  this  danger 
has  been  raised  before,  but  doesn't 
regard  it  as  a  false  alarm.  "It  has  been 
predicted  quite  often  that  we  would 


Clockwise  from  above:  U.S.  State  Department's  Richard  Holbrooke  woos 
International  Herald  Tribune  columnist  William  Pfaff;  William  Bennett 
brought  reflections  on  morals  and  values  to  Davos;  South  African 
delegates  celebrate  a  televised  rugby  victory;  State's  Holbrooke  with  writer 
William  Shawcross  and  journalists  from  the  New  York  Times 
and  the  Washington  Post;  Nobel  laureate  Elie  Wiesel. 
The  media  are  very  much  in  evidence  at  Davos. 
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Bill  Dotter.  Your  best  plant  manager.  Wnner  of  dozens  of  productivity 
awards.  Real  team  player.  His  team  is  50%  behind  its  goal. 


I  want  out. 


11 


The  problems  that  box  in 
your  finest  people  aren't  always 
easy  to  see.Your  plant  may  be  capable 
of  producing,  but  could  the  underlying 
problem  be  a  lack  of  teamwork  with  your 
suppliers? 

To  understand  the  real  problems  and  find  real 
solutions,  come  to  Arthur  Andersen. 

Accomplished  Arthur  Andersen  business 
advisors,  applying  their  breakthrough,  one-of-a- 
kind  Global  Best  PracticesSM  knowledge  base,  can 
expose  your  people  to  many  different  viewpoints. 
They'll  work  to  develop  insights  into  creative  ways  to 
polish  performance  -  throughout  your  organization. 


Find  out  how  Arthur  Andersen  can 
help  build  teamwork  and  knock  down  walls 
that  keep  your  people  from  being  inventive, 
more  confident  -  and  reaching  your  company's 
goals.  Call  1-800-804-6620  or  visit  our  Web  site  at 
http://www.arth  urandersen.  com/gbp. 

Global  Best  Practices™ 

Putting  Insight  Into  Practice™ 


.Arthur 
Andersen 


©1996  Arthur  Andersen,  Andersen  Worldwide  SC.  All  rights  reserved. 


This  announcement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  an  offer  to  buy, 
any  of  these  securities.  The  offer  is  made  only  by  the  Prospectus. 

November,  1996 

9,200,000  Shares 
Domi  nick's 

Dominick's  Supermarkets,  Inc. 

Common  Stock 

Price  $18  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  such  of  the  undersigned  as  may 
legally  offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


Donaldson,  Luf  kin  &  Jenrette 

Securities  Corporation 

Morgan  Stanley  &  Co. 

Incorporated 

BT  Securities  Corporation 

Chase  Securities  Inc. 

Bear,  Stearns  &  Co.  Inc.     Alex.  Brown  &  Sons     CS  First  Boston     Deutsche  Morgan  Grenfell 

Incorporated 

A.G.  Edwards  &  Sons,  Inc.  Goldman,  Sachs  &  Co.  Lehman  Brothers  Merrill  Lynch  &  Co. 
Montgomery  Securities  J.P.  Morgan  &  Co.  PaineWebber  Incorporated 

Prudential  Securities  Incorporated  Salomon  Brothers  Inc  Smith  Barney  Inc. 

Arnhold  and  S.  Bleichroeder,  Inc.  Robert  W.  Baird  &  Co.  William  Blair  &  Company 

Incorporated 

The  Chicago  Corporation  Cleary  Gull  Reiland  &  McDevitt  Inc.  Dain  Bosworth 

Incorporated 

Everen  Securities,  Inc.  First  of  Michigan  Corporation  GS2  Securities,  Inc. 

Interstate/Johnson  Lane  Legg  Mason  Wood  Walker  McDonald  &  Company 

Corporation  Incorporated  Securities,  Inc. 

The  Ohio  Company       Ormes  Capital  Markets,  Inc.       Parker/Hunter       Ragen  MacKenzie 

Incorporated  Incorporated 

Redwine  &  Company,  Inc.  Rodman  &  Renshaw,  Inc.  Ryan,  Beck  &  Co. 

Sands  Brothers  &  Co.,  Ltd.  Scott  &  Stringfellow,  Inc.  Stephens  Inc. 

Sutro  &  Co.  Incorporated  Tucker  Anthony  Vector  Securities  International,  Inc. 

Incorporated 

Wedbush  Morgan  Securities  Wheat  First  Butcher  Singer 


run  short  of  capital  and  it  hasn't  hap- 
pened, but  I  feel  that  it  doesn't  give 
us  the  assurance  that  it  will  never 
happen;  I'm  personally  tempted  to 
believe  that  it  will  happen  sooner 
rather  than  later." 

This  is  bad  news  for  many  of  the 
politicians  who  attend  the  forum.  In 
a  capital-short  world  they  will  have  to 
avoid  policies  that  scare  capital  away. 
This  makes  it  hard  for  them  to  stay  in 
power  by  pandering  to  special  inter- 
ests. Earlier  this  year  the  forum  issued 
a  250-page  global  competitiveness 
report  based  on  a  survey  of  over 
2,000  executives  in  49  countries.  The 
report  concluded  that  "small,  open 
economies  with  relatively  small  gov- 
ernments and  low  tax  rates"  perform 
the  best.  As  for  Europe,  it  concluded 
that  "the  European  Union  is  slipping 
behind  many  parts  of  the  world." 

But  Schwab  believes  that  business 
people  must  listen  to  politicians  as 
well  as  the  other  way  around.  Sound 
money  policies  can  do  a  lot,  but  they 
cannot  do  much  about  population 
growth,  the  environment  and  family 
problems.  Globalization  and  compet- 


itiveness, he  says,  "are  creating  big 
strains  on  the  social  system  and  on 
social  coherence,  leading  to  growing 
disparities  in  income.  And  when  you 
look  long  term,  you  have  to  ask  your- 
self, where  we  will  wind  up?" 

In  Schwab's  vision,  technology  plays 
a  big  role  in  determining  where  we 
wind  up.  The  main  theme  of  1997's 
Davos  meeting  will  be  "Building  the 
Network  Society,"  with  Bill  Gates  and 
Andy  Grove  of  Intel,  among  others, 
appearing  as  "digital  revolutionaries." 

The  forum  itself  is  a  heavy  user  of 
electronics:  welcom,  a  multimedia 
system  linking  all  its  members 
through  a  private  "Intranet,"  will  be 
formally  launched  at  Davos. 

Schwab  has  come  under  some  criti- 
cism for  limiting  the  World  Economic 
Forum's  membership  to  the  world's 
biggest  corporations.  To  qualify,  a 
company  must  have  annual  sales  of  at 
least  $1  billion  (or,  for  banks,  $1  bil- 
lion in  capital).  Schwab  says  he  is 
determined  to  keep  the  wef  an  exclu- 
sive club,  with  a  ceiling  of  1,200  mem- 
bers— exclusivity  is,  of  course,  central 
to  the  forum's  success.  But  earlier  this 


year  he  created  a  new  group,  called  the 
Global  Growth  Companies,  for  small- 
er but  outstanding  corporations. 
Schwab's  GGC  group  of  up-and-comers 
now  has  80  members,  each  paying 
nearly  $5,000  in  annual  dues.  Presum- 
ably many  of  these  will  ultimately  grad- 
uate to  full  forum  membership. 

In  a  further  extension  of  the 
forum's  activities,  in  1992  Schwab 
inaugurated  annual  wef  regional 
summits,  attended  by  heads  of  state 
of  the  respective  regions.  In  1997 
Schwab  will  put  on  eight  regional 
summits:  in  Washington,  D.C.;  Zim- 
babwe; Sao  Paulo;  Beijing;  Hong 
Kong;  Salzburg;  Cairo  and  New 
Delhi.  Each  is  likely  to  be  attended 
by  representatives  from  between  400 
and  600  wef  member  corporations. 

With  travel,  hotels  and  meals,  the 
six  days  at  Schwab's  mother  forum  in 
Davos  can  add  up  to  $30,000  or 
$40,000  per  head.  Extravagance?  The 
head  of  a  giant  Chicago- based  corpo- 
ration remarked  quietly  during  a 
celebrity-studded  dinner  at  a  Davos 
hotel  last  February:  "I  could  not 
afford  not  to  come."  H 


Looking  for  something?  Excite  on  Sun. 

Sun,  one  of  ihe  biggest,  smartest  powers  behind  the  Internet,  is  now  the  power  behind  one  of  the  biggest,  smartest  search 
engines  on  the  Web- Excite.  PC  World  was  so  impressed  ihey  gave  them  an  A+  and  said,  "Quite  simply,  I  xcite  delivered  faJfo 
what  we  were  looking  for  belter  I  han  any  other  engine."  All  we  can  say  is  way  to  go  team.  THE  NETWORK  IS  THE  COMPUTER™ 


microsystems 
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Matthew  Still  man  was  24  and  broke  when  he  landed 
in  Prague.  Four  years  later  he  owns  one  of  Europe's 
hottest  film  production  companies. 


Go  east 

By  Richard  C.  Morais 

Any  doubts  about  the  prestige  of 
filmmaker  Matthew  Stillman  were 
dispelled  the  moment  my  British  Air- 
ways flight  from  London  touched 
down  at  Prague's  airport.  With  much 
bowing  and  scraping,  I  was  separated 
from  the  crush  and  ushered  into  a 
waiting  car — with  chauffeur. 

And  this  just  because  I  was  Still- 
man's  guest.  Who  is  this  guy? 

In  the  spring  of  1992,  at  the  age  of 
24,  this  6-foot-5,  boyishly  handsome, 


middle-class  Londoner  arrived  in 
Prague  on  a  week's  vacation.  It 
changed  his  life.  He  had  been  trying 
to  get  film  work  in  London,  working 
as  an  extra  one  day,  making  a  chari- 
ty's documentary  the  next.  "London 
was  a  gray  entity,"  he  says. 

Prague,  by  contrast,  was  alive, 
throwing  off  its  past.  Stillman  and  a 
friend  spent  their  vacation  investigat- 
ing the  crumbling  Barrandov  Film 
Studios,  which  had  been  founded  by 


President  Vaclav  Havel's  uncles  in 
1931.  They  found  sprawling,  raw 
soundstage  space  and  skilled  crafts- 
men. "A  kind  of  dust  had  settled  on 
it  all,"  recalls  Stillman.  But  the  facili- 
ties were  intact  and  there  were  plenty 
of  skilled  technicians  looking  for 
work,  at  wages  that  were  very  low  by 
international  standards. 

Stillman's  job-hunting  days  were 
over.  On  the  spot  he  became  an 
entrepreneur.  In  late  1992  he  and  a 
partner  founded  Stillking  Produc- 
tions Ltd.  with  $500.  They  put  a 
typewriter  and  an  answering  machine 
in  a  $150-a-month  room  in  the  Bar- 
randov Film  Studios. 

The  partners  raised  some  cash  run-  J  I 
ning  a  hot  Prague  nightclub,  and  Still-  i 
man  immediately  rolled  the  money  % 
into  an  airline  ticket  to  Los  Angeles.  3 
Pop  singer  k.d.  lang  was  looking  for  a  | 
Central  European  location  for  her  § 
next  video,  and  Stillman  pitched  her  « 
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global 
reach. 


via  satellite. 


high-quality 


communications 


access  to  anywhere 


in  the  world. 


without  the 


mitations  of 


land-based  systems. 


voice,  data,  broadcast. 


multimedia,  internet. 


n  ATM.  to  anywhere. 


^COMSAT 

Wor/d  Systems 

Bethesda,  Maryland 
301-214-3165 
http://www.comsat.com 
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production  executives.  "I  knew  noth- 
ing," recalls  Stillman.  "They  asked  me 
detailed  production  questions,  like 
was  there  negatives  insurance,  and  I 
said,  'Yes,  we  have  insurance.'  Some- 
how they  agreed  to  do  it  with  us." 

When  the  k.d.  lang  team  arrived  in 
Prague  for  the  two-day  shoot,  Still- 
man  got  his  first  reality  check.  "It 
became  clear  I  didn't  know  what  I 
was  doing.  The  producer  ordered  me 
off  the  set,"  he  says  tersely. 

Stillman  was  out  of  business,  but 


In  1994  the  United  Nations  tapped 
Stillman  to  make  a  commercial  for  its 
fiftieth  anniversary  series,  to  be  aired 
worldwide  on  the  Turner  networks. 
Stillman  had  a  budget  of  some 
$150,000  for  this  assignment  and  the 
pick  of  any  director  in  the  region.  He 
chose  Ivan  Zacharias,  a  22-year-old 
Czech  film  school  student. 

Zacharias    made    a  deceptively 
simple  but  deeply  moving 
spot  about 
the  courage 


The  stars  and  set  of  NBC's  The  King,  shot  at  Barrandov  Studios,  Prague 
Stillman  saved  NBC  $100,000,  and  more  films  are  in  the  works. 


entrepreneurs  don't  give  up.  A  beer- 
and-goulash  in  Prague  cost  about  a 
dollar,  and  Stillman  slept  in  a  base- 
ment flat  with  no  windows.  Six 
months  later  he  got  another  break. 
Dentsu,  the  biggest  Japanese  ad 
agency,  wanted  a  Prague  location  for 
a  cigarette  commercial  and  hired  him. 
His  Stillking  Productions  netted 
$24,000  on  the  $250,000  budget. 
Stillman  was  learning  fast.  "The  pro- 
ducer gave  me  lessons  in  what  dollies 
and  pieces  could  do  what,"  he  says. 

Stillman's  partner  grew  disen- 
chanted and  left  in  1994,  and  Still- 
man replaced  him  with  a  local  part- 
ner, Dan  Bergman,  who  had 
production  skills.  Word  about  Still- 
king's  ability  to  deliver  quality  pro- 
ductions at  costs  30%  to  50%  lower 
than  in  London  or  New  York  spread. 


of  the  frontline  U.N.  soldiers  who 
try  to  keep  peace  among  warlords. 
Since  then,  Stillking  has  nurtured 
Zacharias,  and  the  young  Czech  is 
now  a  regular  award  winner  who 
shoots  international  campaigns 
exclusively  through  Stillman's  com- 
pany and  its  affiliates. 

In  July,  for  example,  the  ad  agency 
bbdo  asked  Stillking  to  bid  competi- 
tively on  a  $1.5  million  commercial  for 
LM  Ericsson's  mobile  phones.  Still- 
king won  the  job,  and  by  October 
Zacharias  was  shooting  in  Hong 
Kong,  Iceland,  Italy,  New  York  and 
Prague.  Stillking  should  pick  up 
almost  $200,000  on  this  one  ad. 

In  Stillman's  expanded  Barrandov 
offices  today  the  taciturn  Englishman 
quietly  orchestrates  events  over  his 
mobile  phone  and  the  Macintosh 


laptop  on  his  glass  desk — all  covered 
with  dust,  ash,  sticky  coffee  and  Coke 
stains.  Next  door,  26  full-time  pro- 
ducers and  assistants— all  bilingual 
Czechs — smoke  Marlboro  Lights  and 
work  the  phones  under  a  white  board 
stretching  across  an  entire  wall. 

The  board  drives  the  pace.  On  it 
Stillman  has  laid  out  the  1996  shoot- 
ing schedule,  400  shooting 
days  for  over  100  commercials: 
Fiat,  AT&T,  Heineken,  Kel- 
logg's,  Audi,  Mazda,  Goldstar. 
Stillman  says  that  almost  60% 
of  the  jobs  are  returning 
clients. 

James  Studholme,  man- 
aging director  of  Blink  Pro- 
ductions London  Ltd.,  first 
commissioned  Stillking  to 
shoot   a    Gothic  night 
scene  in  a  Czech  field.  The 
client:  Polaroid.  "I  would  conserva- 
tively say  the  same  thing  anywhere 
else  would  have  cost  three  times  as 
much  to  shoot,"  says  Studholme. 
Stillking  Production's  revenues  of 
1.8  million  two  years  ago  have 
umped  to  $10  million,  and  the  awards 
on  the  walls  have  multipied.  Net  profit 
this  year  should  be  in  the  region  of 
$500,000;  Stillman  owns  90%  of  the 
company. 

Movies  are  next.  In  the  last  year  he 
has  overseen  production  of  four 
American  television  films,  each  deliv- 
ered under  budget.  The  King,  a  film 
starring  Natassja  Kinski  and  Michael 
York,  aired  on  NBC  in  late  October. 
Stillman  saved  NBC  $100,000  on  its 
$2.3  million  budget. 

Of  course  Stillman  dreams  of 
making  his  own  films.  That  will  take 
more  money  than  Stillking  has,  but  it 
shouldn't  be  a  problem.  Mick  Hawk, 
the  34-year-old  American  president  of 
Bonton  AS,  the  Czech  Republic's 
largest  media  company  (Forbes,  June 
20,  1994),  intends  to  personally  put 
up  some  of  the  money  Stillman  needs. 

At  Hawk's  fashionable  Jugendstil 
apartment  in  downtown  Prague,  the 
volatile  young  executive  yells  at  Still- 
man to  turn  off  the  mobile  phone 
that  keeps  interrupting  the  dinner  of 
grilled  beef  and  rosemary.  Now  with 
the  machine  no  longer  squawking, 
Hawk  tries  to  ferret  out  the  secret  of 
Stillman's  pull  at  the  Prague  airport. 
Stillman  narrows  his  eyes.  "Trade 
secret,"  he  savs.  ■■ 


82 


Forbes  ■  December  2,  1996 


CD 
CD 
CL 
(S) 


st 

;s 
t 


Vvisioneer  ^ 


pro 


Thes 
Still! 


entr 
and- 
doll 
men 
mor 
Den 
ager 
acig 
His 
$24 
Stilh 
duce 
and 
St 
char 
man 
ner, 
proc 
king 
duel 
than 

82 


When  you  have  PaperPort  Vx, 

everything  else  is  just  plain  manila — and  you  don't  need  that. 


Scandinavian 
Style 


Few  trends  of  the  1 950s 
have  endured  ifj  symbols 
of  good  taste  and  high 
quality  quite  like 
Scandinavian  furniture 
has.  With  simple.  Junc- 
tional designs  that 
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NEVER  AGAIN  WASTE  TIME  RETYPING 


PaperPort  Vx'"  can  scan  thousands  of  words  in  minutes — from  virtually  any  type  of 
document.  Reports.  Memos.  Letters.  Articles.  Then  PaperPort's  integrated  OCR 
software  converts  these  words  to  digital  format  so  they  can  be  edited  or  copied. 


PAPERPORT  Vx  FITS  EASILY  INTO 
YOUR  WINDOWS  OR  MAC  SYSTEM 

It's  sleek  and  small.  It  rests  right  between 
your  keyboard  and  monitor. 


KEEP  TRACK  OF  YOUR 
CONTACTS 


Tired  of  forgetting  people's 
names  and  numbers? 
Just  scan  business  cards 
into  PaperPort,  and  its 
CardScan  SE™  software 
automatically  creates  an 
electronic  card  file  of 
your  business  contacts. 


SCANDIRECT 
MAKES  WORKING 
A  BREEZE  

Our  PaperPort  Deluxe™ 
Software  (which  is 
sold  separately) 
enables  you  to  do 
some  other  amazing 
things.  It  offers 
ScanDirect,  which 
lets  you  scan  a 
document  directly 
into  the  application 
you  want — and 
automatically  adjusts 
PaperPort  to  the 
correct  scan  settings. 


UNIQUE  SIMPLESEARCH  CAPABILITY 
HELPS  YOU  RETRIEVE  ANYTHING 


Another  advantage  of  our  new  PaperPort 
Deluxe  Software  is  its  search  capabilities. 
Say  you're  looking  for  that  chinchilla 
article.  SimpleSearch  will  help  you  find  it. 
By  typing  in  a  keyword,  you  can  retrieve 
the  exact  file  you  want — pronto.  (PaperPort 
quickly  searches  through  every  word  of 
every  document  you've  ever  scanned.) 


HOPE  FOUND 
FOR  PACK  RATS 

MEW  YORK      Raarthcu  will 

t!.j-;  1  Uudt  !Od*T  th»  'in  ~  .  ihciC 

>i  toait  pimmn  iA  hope  tor 
Amrtiui  l  *  billion  pick  mi — 
il  -  t  .ifi>.iO)'  ut  iet«o  want  nn  hold 
i r i v,  onto  xiip  of  papa,  old  nujp- 
nnt  jmdo.  *nd  nc*i  dippinp-  In 
mctu  *c*nnfi<  rrvv  lihouiory 
Kinnrl  detornined  (hii  pack- rat 
txtuvKir  nr»v  in  fact.  compJerrlj 
hcren<  pari  of 


■  11m  n 


need  they  could  Uk  <hc  dut- 
■  ■  r  t  -  Jir,  not.  fubir  if  ttx  ouhl 

took  Reicwchcn  in  iw»  in  t  quea 
(o  determine  "hai  (how  loolt  mijhl 
be  A  (cam  of  more  than  500  wen- 
iito  bdior  (hey  found  I  hat 

tool  m  a  product  invented  by  Pile 
Al)o-bMd  Viuonerf 


AutaHaus 

GET  ORGANIZED  WITH 
NESTED  FOLDERS  

Fully  Windows  95  native, 
our  PaperPort  Deluxe  Soft- 
ware lets  you  put  folders 
into  folders — up  to  10,000 
folders,  five  levels  deep! 


DEAL  INTELLIGENTLY  WITH  PAPER 


PaperPort  helps  you  deal  with  all 
the  paper  in  your  life,  so  you  never 
waste  your  time.  Looking  for  a 
way  to  create T3n  archive?  Simply 
scan  your  precious  documents, 
and  file  them  electronically.  Need 
to  fill  out  a  form?  Buy  Visioneer's 
FormTyper™  software.  Like  magic, 
it  brings  up  the  form  on  your  com- 
puter and  finds  all  the  fields  you 
need  to  fill  out.  All  you  have  to  do 
is  tab  from  field  to  field,  and  type. 


PUT  POWER  BEHIND 
YOUR  E-MAIL  

Find  a  good  tidbit  about  a 
competitor?  Scan  it  into 
PaperPort  and  send  it  off 
to  your  colleagues  using 
e-mail.  Or  send  it  over  the 
Internet  using  Netscape 
Navigator.  It's  cheaper 
than  conventional  faxing, 
and  a  lot  more  private. 


TURN  YOUR  PRINTER  INTO  A  COPIER, 
AND  YOUR  PC  INTO  A  FAX  MACHINE 

Save  desk  space — not  to  mention 
dollars.  Scan  a  document  into 
PaperPort  and  print  it  from  your  PC. 
Or  fax  it  using  your  fax  modem. 

PAPERPORT  IN  THREE  EASY  STEPS 

Q  Feed  in  a  document.  In  as  little 
as  2  seconds,  it's  scanned. 

Q  Drag  and  drop  it  onto  more  than 
150  popular  applications. 

Q  Edit,  copy,  print,  e-mail,  fax, 
file,  or  organize  the  material 
as  necessary. 


GET  RID  OF  CLUTTER 

Then  there  are  all  of 
those  newspaper  articles, 
financial  statements, 
meeting  notes,  and  Dear 
Binky  columns  you  just 
can't  bear  to  part  with. 
You  can  use  PaperPort  to 
scan  paper  as  long 
as  30  inches,  and  photos 
in  up  to  256  shades  of 
gray.  So  you  can  save 
them  forever,  and  get  rid 
of  the  originals — with 
no  remorse. 
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TRY  OUR  KEYS  TO  SUCCESS 

Check  out  PaperPort  ix — the 
smallest  scanning  keyboard 
for  Windows  PCs. 


GET  THE  PLAIN  FACTS:  

1-800-787-7007,  ext.999 
http://www.visioneer.com 
Contact  an  authorized  reseller. 
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True 
morality 


BY  ROBERT  A.  SIRICO 


Father  Robert  A.  Sirico 
is  president  of  the 
Acton  Institute  for  the 
Study  of  Religion  and 
Liberty  in  Grand 
Rapids,  Mich. 


Business  leaders  have  a  natural  interest  in 
promoting  a  public  understanding  of  market 
economics,  yet  they  often  cave  in  when  the 
left-wing  opposition  wraps  itself  in  religious 
banners. 

It  doesn't  have  to  be  that  way.  Take  the 
case  of  Milwaukee's  Briggs  &  Stratton,  man- 
ufacturer of  small  and  medium-size  engines. 
It  was  attacked  in  December  1994  by  the 
moguls  of  the  liberal  Catholic  press  for 
laying  off  workers.  Now  the  company  is 
fighting  back  with  a  libel  lawsuit  and  a  coun- 
tercampaign  on  behalf  of  the  market  econo- 
my. In  a  one-sided  broadside,  editor  Thomas 
Fox  and  the  National  Catholic  Reporter 
identified  three  of  the  Briggs  senior  execu- 
tives as  Catholics  and  charged  that  they  had 
"strayed  from  the  social  teachings  of  the 
church."  The  paper  accused  the  three  of 
being  in  "denial  or  moral  blindness"  about 
the  evil  of  the  layoffs. 

The  assumption  behind  the  article  was  that 
it  is  immoral  for  a  company  to  move  opera- 
tions even  if  such  a  move  is  necessary  for  sur- 
vival. According  to  the  NCR's  moral  code, 
employers  must  guarantee  present  workers 
high-paying  jobs  for  life,  whether  or  not  the 
workers  are  earning  their  keep. 

Let's  consider  what  really  happened.  In 
1983  all  Briggs  &  Stratton  engines  were  made 
in  Milwaukee  by  union  workers.  With  65%  of 
the  U.S.  lawn-mower-engine  market,  the 
company  paid  wages  roughly  30%  higher  than 
its  competitors,  supporting  a  middle-class 
lifestyle  for  many  Milwaukeeans.  Relations 
with  the  union  were  friendly. 

With  its  comfortable  lead  in  the  market,  the 
company  was  able  to  meet  most  of  the  union's 
demands  and  pay  for  them  by  raising  the 
prices  of  its  engines.  But  this  eventually  drew 
other  domestic  and  Japanese  competitors  into 
the  market.  Management  realized  that 
changes  had  to  be  made  in  order  to  maintain 
its  lead. 

Fred  Stratton,  Briggs'  chief  executive  and 
president,  explained  to  the  union  the  necessity 
for  wage  freezes,  lower  starting  wages  for  new 
hires  and  greater  flexibility  in  organizing  work 
flow.  But  the  radical  Briggs  workers  who  con- 
trolled the  union  refused  the  requests  and 
staged  a  three-month  strike. 

As  the  union  intended,  it  forced  a  crisis. 


The  company  could  not  fulfill  orders,  and  its 
customers  began  looking  elsewhere  for  their 
engines.  Briggs  responded  by  moving  some 
production  to  plants  in  Murray,  Ky.  and 
Poplar  Bluff,  Mo.,  which  could  employ  cheap- 
er labor.  Note  that  it  was  not  management 
"greed"  but  union  intransigence  that  forced 
the  move.  Note,  too,  that  most  Briggs  pro- 
duction remained  in  Milwaukee. 

Things  got  worse.  In  1989  Briggs  experi- 
enced a  $20  million  net  loss.  Still,  the  com- 
pany tried  to  keep  most  of  its  operations  in 
Milwaukee.  Briggs'  management  got  the 
union  to  accept  a  four-year  wage  freeze  and 
promised  not  to  move  more  operations  for 
three  and  a  half  years.  The  union  proceeded 
systematically  to  violate  the  spirit 
of  the  deal.  Union  leadership  refused  to 
staff  new  departments,  orchestrated  an 
illegal  slowdown  and  in  many  ways  refused 
to  cooperate. 

With  competition  mounting  and  costs  out 
of  line  with  those  of  rivals,  Briggs  gave  a  year's 
notice  to  2,000  workers  and  began  moving 
jobs  to  newer  plants  in  lower-wage  areas.  If 
the  NCR  had  really  wanted  to  help  Milwaukee 
workers,  it  should  not  have  condemned  the 
managers  but  should  instead  have  told  work- 
ers to  accept  economic  reality  and  cooperate 
in  cost-cutting  moves.  It  should  have  remind- 
ed the  workers  that  they,  too,  have  moral 

The  paper  accused  Briggs' 
Catholic  executives 
of  violating  church 
teaching  because  they  laid 
off  workers. 


obligations.  They  must  give  a  day's  work  for  a 
day's  pay  and  avoid  inflicting  harm  on  the 
business  that  employs  them. 

But  people  like  Thomas  Fox — and  the  rest 
of  the  religious  left — are  less  interested  in 
helping  workers  than  in  malting  antibusiness 
propaganda.  Given  the  difficult  choices  that 
confronted  them,  what  the  Briggs  executives 
did,  satisfying  consumers  and  creating  new 
jobs,  was  consistent  with  being  good 
Catholics  and  with  their  obligations  to 
society.  It  is  not  they  but  the  NCR  and  the 
union  that  have  violated  social  justice  and 
moral  precepts.  H 
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WHAT  MICHELANGELO  WOULD  HAVE  CREAT 

The  world's  automotive  press  have  declared  it  nothing  short  of  a  masterpiece.  Presenting  the  1997  BMW  5  Series.  Stron 


THE  5  SERIES 


ferjark  are  registered. 


For  information  1-800-334-4BMW.  Or  http://www.bmwusa.com 

I 

HE  WORKED  WITH  GALVANIZED  STEEL.  Q 

.    ,       _  .  THE  ULTIMATE 

veight.  Spacious  yet  nimble.  Luxurious  yet  involving.  Once  again,  BMW  elevates  engineering  to  an  art  form.  driving 

MACHINE. 


EDITED  BY  NINA  HUNK 


Owning  a  railroad  isn't  what  it  used  to  be. 
But  Guy  Brenkman  isn't  complaining. 

It's  a  nice  living 


By  Daniel  Roth 

Rail  baron  James  J.  Hill  collected 
paintings  by  Renoir,  Constable  and 
Daumier.  Jay  Gould  lived  in  a  Gothic 
castle.  These  days  owning  a  railroad 
isn't  quite  so  glamorous.  Consider 
Guy  Brenkman.  He  owns  1 1  railroads 
in  eight  states,  but  wears  dull,  off-the- 
rack  suits  and  drives  a  Ford  Crown 
Victoria.  No  James  J.  Hill  he.  The 
headquarters  for  his  Pioneer  Railcorp 
is  no  skyscraper  but  a  tired,  onetime 
bank  office  in  Peoria,  111.  marked  only 
by  a  small,  undistinguished  sign. 

Save  for  the  occasional  merger,  Wall 
Street  has  scant  interest  in  railroads 
these  days.  Says  A.G.  Edwards  trans- 
portation analyst  Thomas  Albrecht, 
"Pioneer?  They're  not  even  on  our 
radar." 

They  should  be. 

In  the  last  ten  years  Brenkman,  49, 
has  created  a  lean  and  fast-growing 
multiple  short  line  operator  with  410 
miles  of  track.  His  trains  compete  with 
trucking  firms  to  haul  grain,  food 
products  or  manufactured  goods  from 
small  towns  to  bigger  connection 
points  where  the  cargo  cars  are  linked 
onto  giant  railroads  like  Southern 
Pacific.  Although  Pioneer  will  gross 
only  an  estimated  $12  million  this 
year,  its  20%  operating  margins  are 
almost  twice  those  of  competitors 
RailAmerica  and  Genesee  & 
Wyoming,  and  slightly  more  than 
short  line  giant  RailTex. 

How  do  you  get  outsize  profits  in  a 
murderously  competitive  business?  By 
running  a  tight  ship  and  pinching 
pennies.  While  rival  short  line  opera- 
tors like  RailTex  and  RailAmerica 
engage  in  bidding  wars  for  tracks, 
Brenkman  sticks  to  buying  second-tier 
lines  largely  ignored  by  his  competi- 
tors. "Guy  will  take  a  real  turkey  and 
turn  it  into  a  successful  operation," 
marvels  Garreth  McDonald,  editor  of 
TJoe  Short  Line  magazine. 

Rails  are  in  Brenkman's  blood.  Like 
his  father,  grandfather  and  great- 
grandfather, he  worked  for  a  railroad 


after  high  school,  spending  seven  years 
switching  cars  in  the  rail  yard  and  con- 
ducting on  the  Toledo,  Peoria  8c  West- 
ern Railway.  His  working-class  back- 
ground helps  his  deaJmaking.  When  he 
finds  a  short  line  railroad  he  wants  to 
buy  he  chats  up  aging  owners  over  a 
cup  of  coffee  and  swaps  railroad  yarns. 
In  Brenkman,  rail  owners  see  a  kindred 
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spirit — his  tie  clip  is  adorned  with  a 
locomotive  and,  like  a  proud  grandfa- 
ther, he  keeps  photos  of  his  trains  in  a 
family-style  photo  album. 

Brenkman  first  got  into  business  by 
buying  rundown  buildings  around 
Peoria.  By  leveraging  his  little  proper- 
ties, Brenkman  was  able  to  build  a 
small  but  impressive  portfolio.  But 


when  Peoria's  economy  went  bust  in 
the  late  1970s,  Brenkman  was  left 
with  100  rental  units,  a  marina  and  no 
income.  He  declared  bankruptcy.  It 
was  time  to  get  back  to  his  roots. 

The  federal  government  helped 
out.  In  1980  Congress  fostered  the 
modern  short  line  industry  by  allow- 
ing big  carriers  to  shed  their  less  prof- 
itable lines.  This  action  created  an 
&  opportunity  for  small  proprietors 
>  who  could  operate  cheaply  and  effi- 
ciently— freed  from  trade  union 
featherbedding. 

Brenkman  tried  convincing  bankers 
to  underwrite  his  company.  But  with 
no  railroads,  no  management  experi- 
ence and  a  bankruptcy  on  his  record, 
he  found  no  takers.  So  he  went  public 
on  his  own.  With  a  legal  pad  and  a  Bic 
pen,  Brenkman  and  his  attorney, 
Daniel  LaKemper  (now  Pioneer's 
general  counsel),  mapped  out  a  plan 
and  raised  $35,000  in  a  private  place- 
ment. They  used  the  money  to  cobble 
together  an  initial  public  offering, 
using  examples  from  other  prospec- 
tuses and  securities  law  books.  On  the 
second  try  the  Securities  &  Exchange 
Commission  gave  Pioneer  clearance. 

Brenkman's  underwriting  was  as 
homemade  as  his  business  plan.  He 
hawked  his  $1 -apiece  shares  at  places 
like  the  Heart  of  Illinois  county  fair 
and  Valentine's  restaurant  in  Free- 
burg,  111.  He  posted  fliers  and  bought 
ads  in  train  hobbyist  magazines.  He 
got  local  papers  to  take  up  his  cause. 
Orville  Minteer,  a  columnist  at  The 
Times  Record  in  Aledo,  111.,  bought 
100  shares  of  Pioneer  and  announced 
to  his  readers,  "I  want  you  to  know 
that  I'm  very  excited  and  even  proud 
of  myself!" 

By  October  1988  Brenkman's  year- 
long IPO  had  raised  $235,000.  With 
1,800  investors  in  41  states,  the  aver- 
age Pioneer  shareholder  had  anted  up 
about  $130.  Enough  to  purchase  the 
assets  of  an  18 -mile  New  Jersey  short 
line.  Brenkman,  working  out  of  an  old 
freight  house,  ran  the  rail  yard  himself 
for  a  year.  He  hauled  soda  ash  from  a 
Conrail  line  to  a  glass  factory  in  Salem 
and  carried  frozen  meats  to  a  Woods- 
town  warehouse.  Once  up  and  run- 
ning, Brenkman  moved  to  his  second 

Pioneer  Chief  Executive  Guy  Brenkman 
Railroads  are  in  his  blood. 


purchase,  this  time  in  Arkansas. 

Since  1990  Pioneer  has  snagged  ten 
more  lines.  Again  the  federal  govern- 
ment has  helped  out.  Rate  deregula- 
tion cut  rail  prices  to  half  what  they 
were  in  1980,  but  railroad  owners  are 
struggling  to  keep  up  with  the  cost  of 
ever-increasing  safety  regulations. 
That's  convinced  more  and  more 
small  railroad  owners  to  say  the  hell 
with  it  and  sell  out.  "The  small  oper- 
ators just  throw  their  hands  up  and 
say,  T  can't  comply  with  all  this  stuff 
anymore,'"  says  Brenkman.  When 
they  do,  Brenkman  is  standing  by, 
ready  to  buy. 

Last  year  Pioneer  spent  $3.2  million 
in  cash  buying  out  $2.4  million  (sales) 
Keokuk  Junction  Railway.  This  38- 
mile-long  line  ships  corn  from  the 
Toledo,  Peoria  &  Western  and 
Burlington  Northern  Santa  Fe  rail- 
roads to  Roquette  America's  Iowa 
plant.  It  ships  corn  syrup  back  out.  By 
cutting  seven  people  from  the  staff 
(thus  leaving  just  one  on-site  manag- 
er), centralizing  insurance  and  consol- 
idating such  departments  as  account- 
ing and  sales,  Keokuk's  expenses  have 
been  cut  by  20%.  The  line,  which 
wasn't  for  sale  until  Brenkman 
stopped  by  the  owner's  office  for  a 
chat,  is  now  Pioneer's  most  profitable. 

Only  a  year  ago  Brenkman's  goal 
was  to  own  20  lines  by  2000.  Now 
Brenkman  figures  he'll  reach  that 
point  by  1998.  With  the  recent 
merger  of  Union  Pacific  with  South- 
ern Pacific,  and  the  pending  purchase 
of  Conrail,  analysts  estimate  that  some 
20,000  miles  of  short  line  track  will 
come  on  the  market  within  the  next 
three  years.  Brenkman  isn't  going  to 
buy  everything  in  sight,  but  count  on 
him  to  be  in  there  bidding  when  he 
sees  things  he  likes. 

This  year,  on  an  estimated  $12  mil- 
lion in  revenues,  Pioneer  expects  to 
earn  $555,000  (or  12  cents  a  share) 
in  net  income.  Neither  he  nor  his 
original  shareholders  have  gotten  rich. 
From  a  split-adjusted  initial  offering 
price  of  50  cents  a  decade  ago,  Pio- 
neer's stock  now  sells  for  around  2K, 
giving  the  company  a  market  value  of 
$11  million. 

Brenkman's  stake  is  worth  $3.8  mil- 
lion— not  enough  to  line  his  walls 
with  old  masters,  but  a  nice  living  for 
a  guy  who  loves  every  minute  of  what 
he's  doing.  ■» 
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Joyce  Ma  imbibed  retailing  almost  with  her  mother's 
milk— but  it  was  following  her  own  sense  of  fashion 
that  made  her  independently  wealthy. 

Joyce's  world 


By  Andrew  Tanzer 


Joyce  Boutique  Holdings  founder  Joyce  Ma 

Hong  Kong's  doyenne  of  fashion.  She  quit  the  family  business 
and  built  her  own  retailing  empire. 


When  Joyce  Ma  reminisces  about 
her  childhood  in  Shanghai — before 
the  great  city  fell  to  the  Commu- 
nists— she  sounds  wistful,  almost 
dreamy.  "I  grew  up  in  a  very  glam- 
orous surrounding  in  Shanghai," 
muses  the  petite,  elegant  Ma,  her  hair 
boyishly  cropped.  "We  had  a  beauti- 
ful, beautiful  home  there,  a  huge 
garden  and  a  large  pond." 

The  idyll  ended  with  the  Commu- 
nist victory  in  China.  Her  wealthy 
family  fled  to  Hong  Kong  in  1948  on 
a  chartered  plane  and  set  about 
rebuilding  their  lives. 

Ma  was  a  fashionable  housewife 
when,  in  1969,  her  uncle  gave  her  a 
300-square-foot  cubbyhole  in  the 
family's  Wing  On  department  store 
in  Hong  Kong.  She  filled  it  with  fash- 
ion and  accessories  from  Europe. 
This  space  soon  expanded  to  650 
square  feet,  then  to  a  whole  floor. 
But  she  had  a  business-related  falling- 
out  with  her  family.  Her  uncle  said 
she  was  spending  too  much  money. 
Ma  argued  that  to  sell  glamorous 
clothing,  her  shop  needed  to  be 
glamorous,  too. 

So  in  1970  she  resigned  from  the 
family  company,  and  the  next  year  set 
up  her  first  Joyce  boutique  in  the 
shopping  arcade  of  the  luxury  Man- 
darin Oriental  Hotel.  It  was  an 
instant  success.  Hong  Kong  was 
becoming  prosperous  and  no  one 
else  was  supplying  European  fashion 
to  upper-crust  women.  An  Italophile, 
Ma  rode  the  Italian  ready-to-wear 
wave  in  the  1970s,  stocking  her 
shops  with  labels  like  Valentino, 
Armani  and  Gucci.  Today  two-thirds 
of  Ma's  fashion  and  accessory  mer- 
chandise comes  from  Italy.  And  Joyce 
Ma  has  been  decorated  by  the  Italian 
government  for  her  role  in  promot- 
ing Italian  fashion  in  Asia. 

As  founder  and  chief  executive  of 
Hong  Kong-listed  Joyce  Boutique 
Holdings  Ltd.,  she  is  today  the  most 
influential  retailer  of  designer  cloth- 
ing and  accessories  in  the  territory, 
selling  labels  such  as  Giorgio  Armani, 
Prada,  Gucci,  Missoni,  Dolce  &  Gab- 
bana,  Hugo  Boss,  Jil  Sander,  Donna 
Karan  and  Issey  Miyake  through 
more  than  20  franchised,  freestand- 
ing designer  shops  and  half  a  dozen 
multibrand  Joyce  stores. 

In  the  last  several  years  this 
dovenne  of  fashion  and  stvle  has 
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For  a  catalog  and  the  authorized  Baume  &  Mercier  jeweler  in  your  area,  phone  1-800-MERCIER.  http://www.baume-et-mercier.com 


expanded  to  lifestyle  retailing,  adding 
chic  flower  shops,  decorative  home 
furnishings,  cosmetics,  restaurants 
and  a  magazine  called — what  else? — 
Joyce.  Hong  Kong's  swelling  ranks  of 
newly  affluent  young  professionals — 
the  bulk  of  customers  are  ages  25  to 
34 — like  to  flaunt  it,  with  items  like 
$750-plus  handbags  from  Ma's  Prada 
shop  in  Hong  Kong's  tony  Landmark 
shopping  center. 

At  first  Joyce  Boutique  shops  had 
a  reputation  for  catering  to  wealthy 
actresses  and  the  wives  and  mistress- 
es of  the  rich.  In  recent  years  the 
luxury  retailer  has  broadened  its 
market  by  targeting  young  profes- 
sionals with  less  expensive,  more 
casual  lines  like  Emporio  Armani, 
Prada's  Miu  Miu,  Dolce  &  Gab- 
bana's  D&G  and  Donna  Karan's 
DKNY.  Joyce  Boutique  is  also  boost- 
ing sales  to  men  by  bringing  in 
designers  with  strong  men's  collec- 
tions, such  as  Hugo  Boss.  "The  new 
breed  loves  to  have  labels  and  labels 


Managing  Director  Roberto  Dominici  and  labels,"  marvels  Ma,  55. 

"Joyce  Ma  is  the  eyes  of  the  company.  It  is  my  duty  to  make  a  profit."  With    homes    in    New  York, 

HH  London,  Paris  and  Milan — as  well  as 


(The  Montgomery  Select  50  Fund) 

Our  50  BEST  IDEAS, 
ALL  WRAPPED  UP  IN  ONE  FUND. 


37.00 


0. 


0 


One  Year/ Life  of  Fund  (9/30/95) 

Average  annual  total  return  for  the  period  ending  9/30/96 


What  happens  when  our  five  best  fund 
managers  choose  their  ten  favorite  equity 
investments?  The  Montgomery  Select 
50  Fund,  the  first  of  its  kind.  To  make 
their  selections,  these  fund 
managers  can  pick  any 
°,"r.Ct^'"  company  in  any  country 
1-800-5-NO-LOAD  in  the  world,  as  long  as 


they  believe  strongly  in  diat  company's  potential— 
making  this  global  diversification  at  its  finest. 
We'd  be  pleased  to  send  you  the  details  about 
this  100%  no-load  fund.  For  a  prospectus,  simply 
contact  us  by  phone  or  through  our  web  site. 

(800)  572-3863 

www.xperts.mpntgomery.com/1 


The  Montgomery  Funds 
Invest  wiselyr 

The  Montgomery  Select  50  Fund  is  100%  no-load  with  a  $1,000  minimum,  initial  investment.  Investments  in  smaller  capitalisation  stocks  involves  special  risks.  Foreign 
investing  involves  special  risks  including  currency  fluctuations  and  political  and  economic  uncertainty.  Past  performance  is  no  guarantee  of  future  results.  Return  and 
principal  value  of  an  investment  will  fluctuate  so  that  your  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  For  complete  information,  including 
charges  and  expenses,  call for  a  prospectus  to  read  carefully  before  investing.  Montgomery  Securities,  Distributor  fio/96/ 

Charles  Schwab  &  Co.,  Inc.  'Member  SIPC/NTSE)  provides  recordkeeping  and  shareholder  services  for  shares  purchased  through  its  Mutual  Fund  OneSourceP 
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"Visibility  is  a  key  element." 


'We've  built  a  $400  million  company  by  providing  key  elements  for  success  —  instruments  and  materials  —  for  biotech, 
medical  and  other  hi-tech  industries/'  says  David  Schwartz,  President  of  Bio-Rad  Laboratories.  "And  the  Amex  provides  us 

with  a  key  to  success  in  the  stock  market.  High  visibility  among  investors."  David  Schwartz  is  big  on  the  Amex. 


AMERICAN  STOCK  EXCHANGE.  To  learn  about  the  advantages  the  Amfx  can  bring  to  your  company, 
contact  Chairman  Dick  Syron.  Phone  212-306-5353.  E-mail  rsyron@ame.x  com.  Web  site  http://zouno.amex.com 


With  all  due  respect  to  RISC/UNIX-based  systems,  we  think  you'll  find  the  Compaq  Professional 
Workstation  offers  something  that's  been  sorely  missing  in  proprietary  workstations.  Namely,  freedom. 

To  begin  with,  you'll  have  plenty  of  power  to  run  your  specialized  applications.  This  is  made 
possible  through  a  range  of  cutting-edge  performance  features.  Including  Compaq's  advanced  system 
architecture  which  is  optimized  for  Windows*  NT  and  can  run  up  to  two  Pentium*  Pro  processors.  And 
because  our  workstation  is  based  on  open  systems  standards,  you'll  find  it  will  integrate  easily  into  your 

distributed 

^s».  »^  existing  network.  So  instead  of  having  to  work  within  the  constraints  of  a  proprietary 

system,  you'll  have  the  flexibility  to  accommodate  your  needs,  whatever  they  are.  Of 
course,  with  Distributed  Access,  you'll  also  be  assured  of  a  transparent  connection 

access 

to  all  the  information  you  need  throughout  your  enterprise.  Even  in  RISC/UNIX  environments. 

Another  benefit  is  the  result  of  our  partnerships  with  leading  independent  software  vendors 
like  Microsoft,  SDRC,  Autodesk  and  PTC.  Because  these  solutions  have  been  thoroughly  tested,  you'll  get 
optimum  performance  and  compatibility. 


Your  Reliance  On  Conventional  Workstations 
Is  About  To  Change  Forever. 


Finally,  our  workstation  provides  a  lower  cost  of  ownership — not  only  through  price:  performance 
but  also  through  Compaq's  industry-leading  management  features 
and  comprehensive  service  and  support  programs.  Including 
hundreds  of  resellers  specially  trained  for  your  market. 

All  said,  the  Compaq  Professional  Workstation  is  unlike 
any  workstation  you've  ever  used  before.  Which,  of  course,  is 
exactly  the  point.  For  more  information  on  Compaq 
workstations  or  Distributed  Access,  visit  us  at 
www.compaq.com  or  call  1-800-318-7774. 


So  what's  under  the  hood?  1~2  200MHz  Pentium  Pro  processors  with  NT  4.0,  a  256K  cache,  up  to  512MB 
of  ECC  DIMM  memory,  an  Ultra-Wide  SCSI  controller,  and  advanced  2D/3D  graphics  accelerators. 


COMPAQ. 

Has   It   Changed  Your   Life  Yet? 


The  investment  bankers  didn't  like  touring 
Aaron  Landon's  Bonded  Motors, 
but  they  loved  his  numbers. 

Oil  on  Guccis 


in  Hong  Kong — Ma  spends  nine  to 
ten  months  of  the  year  abroad,  walk- 
ing city  streets  and  observing  the 
latest  trends.  She  attends  fashion 
shows,  meets  designers  and  takes  the 
pulse  of  lifestyle  and  fashion  in  capital 
cities  by  going  to  movies,  museums, 
the  theater,  nightclubs  and  flea  mar- 
kets. "I  like  to  participate  in  and  share 
street  life,"  she  says.  "I  go  to  where 
the  young  people  are,  to  feel  their 
vibrating  influence  on  society.  You 
can't  close  yourself  in  the  office  and 
know  what  is  happening." 

While  Ma  lives  the  glamorous  life 
abroad  looking  at  fashion,  Roberto 
Dominici,  managing  director,  runs  the 
shop.  A  former  Alitalia  executive,  Ital- 
ian-born Dominici  explains  the  divi- 
sion of  labor  this  way:  "She  is  the  eyes 
of  the  company.  When  she  returns  to 

Joyce  Ma  studies  fashion 
and  lifestyle  by  strolling 
and  observing.  <cYou  can't 
close  yourself  in  the  office." 

Hong  Kong,  she  shares  with  us  her 
interpretation  of  how  society  is  evolv- 
ing in  Europe  and  the  U.S.  It  is  my 
duty  to  align  myself  with  her  vision — 
and  make  a  profit." 

To  that  end  the  company  has 
opened  Emporio  Armani  boutiques  in 
Macau,  Bangkok  and  Manila;  Prada 
stores  in  Seoul,  Taichung  and  Kuala 
Lumpur;  and  World  of  Joyce  lifestyle 
emporia  and  Joyce  Cafe  restaurants  in 
Taipei  and  Bangkok.  Dominici 
expects  the  share  of  sales  from  outside 
Hong  Kong  to  double  from  the  cur- 
rent 18%  within  a  few  years. 

The  family  business,  Wing  On,  is 
still  a  leading  department  store  chain 
in  Hong  Kong,  but  department  stores 
aren't  Ma's  style.  "I  don't  like  depart- 
ment stores.  There's  too  much  variety 
[in  them],"  she  declares  with  a  gri- 
mace. "We  pride  ourselves  on  being 
good  editors.  I'd  like  [our  stores]  to 
stay  small  and  precious." 

It  works.  In  the  latest  fiscal  year 
ended  Mar.  31,  publicly  held  Joyce 
Boutique  earned  $10.5  million  after- 
tax on  $128  million  in  sales  and 
achieved  a  return  on  equity  in  excess 
of  20%.  The  Ma  family's  53%  stake  is 
worth  $40  million.  OH 


By  Scott  Woolley 

Bonded  Motors'  headquarters  and 
factory  building  in  South  Central 
Los  Angeles  doesn't  draw  many 
investment  bankers.  South  Central 
spawned  Los  Angeles'  1992  riots. 
Bonded  Motors'  fences  are  topped 


with  razor  wire.  Broken-down  cars 
dot  the  streets.  Groups  of  unem- 
ployed men  loiter  nearby. 

But  in  April  Bonded  Motors  Inc. 
went  public.  As  part  of  their  due 
diligence,  a  handful  of  nervous 
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Common-sense  knowledge  is  acquired  one  way -by  listening 
to  people  who  know.  That's  why,  at  Fleet  Operations, 
we've  established  The  Sounding  Board,  a  customer  advisory 
panel  composed  of  fleet  managers  and  administrators  - 
people  very  much  like  you  —  who  review  our  programs  and 
advise  us  on  the  special  automotive  needs  of  business.  If  you 
have  a  question  or  comments  you'd  like  to  direct  to  any  of 
the  board  members  —  whose  names  appear  below  -  call  us 
at  1-800-FLEET-OPerations.  Listening  is  not  simply  an 
exercise  at  Fleet  Operations.  It's  an  obligation. 
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Sitting  Board  Members 

Patsy  Brownson  (Cox  Enterprises,  Inc.),  Marc  Carney 
(Eastman  Kodak  Co.),  Del  DeBilzan  (Coca-Cola  Enterprises 
Inc.),  John  DeLuna  (Mary  Kay  Cosmetics,  Inc.),  Denise  Gizzo 
(Hoffman-La  Roche,  Inc.),  Tina  Kourakos  (CIGNA  Companies), 
Stephen  Levine  (Pharmacia  &  Upjohn,  Inc.),  Henry  Paetzel 
(General  Mills,  Inc.),  Robert  Parham  (William  Wrigley  Jr.  Co.), 
Richard  Prettyman  (DuPont),  Mary  Sabathne  (USG  Corp- 
oration), Greg  Tarring  (Philip  Morris,  Inc.),  Ronald  Vogt  (Home 
Savings  of  America),  Ellie  Walsh  (ABM  Industries,  Inc.). 


you 


on 
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1-800 -FLEET-OPerations 
FLEET  OPERATIONS.  ALL  TOGETHER  BETTER. 


UP  &  COMEBS 


Bonded  Motors'  assembler  Juan  Rodriguez  replaces  worn-out  parts  in  a  used  engine 
It's  grimy  work,  but  the  nation's  aging  car  fleet  guarantees  there  are  plenty  of  customers 


bankers  had  to  visit  the  company's 
place  of  business.  What  they  saw  was 
grimy  and  low-tech.  Bonded 
Motors'  business  is  remanufacturing 
car  and  light  truck  engines.  Workers 
take  the  metal  cores  of  broken 
engines,  retool  worn  surfaces  and 
then  refit  them  with  new  pistons  and 
other  parts.  Oil  frequently  splatters 
on  visitors.  Some  of  the  investment 
bankers,  says  Aaron  Landon, 
Bonded's  founder  and  chief  execu- 
tive, "weren't  too  happy  with  what 
happened  to  their  $500  shoes." 

It's  not  pretty,  but  it  is  profitable. 
Bonded  Motors  sold  $13  million 
worth  of  remanufactured  engines  last 
year  and  netted  $1.3  million  (65 
cents  a  share),  20%  more  than  it 
made  the  year  before.  In  April  Com- 
monwealth Associates,  a  small  New 
York  underwriter  with  a  few  blemish- 
es on  its  record,  managed  to  sell  one- 
third  of  the  company  to  the  public 
for  $5.9  million,  with  all  proceeds 
being  added  to  Bonded's  capital.  The 
new  shares  are  up  slightly  from  the 
5%  offering  price,  to  a  recent  7!4. 

How  can  a  company  in  the  heart 
of  the  inner  city  turn  in  such  solid 


numbers?  Landon's  reply:  By  using 
what  the  inner  city  has  to  offer. 

South  Central  has  plenty  of  old 
cars,  and  old  car  engines  are  Bonded 
Motors'  raw  material.  Lots  of  local 
moonlighters  cruise  nearby  junk- 

It's  not  hard  to  find 
workers  in  a  neighborhood 
with  17%  unemployment. 
<cWe  have  a  very  dedicated 
work  force  who  respect  a 
good  job  when  they  see  it." 


yards  for  engines,  then  show  up  at 
Bonded  looking  to  resell  them.  Most 
businesses  wouldn't  like  having  men 
who  are  covered  in  engine  grease 
and  drive  beat-up  pickup  trucks 
hanging  around  the  shop.  Landon 
loves  them:  They  are  his  best  suppli- 
ers. He  picks  up  used  engines  from 
them  for  half  of  what  he  pays  orga- 
nized resellers. 

Are  some  of  the  engines  filched? 
It's  impossible  to  tell  with  most  old 


engines,  and  Landon 
doesn't  ask  too  many 
questions. 

Landon  likes  the 
neighborhood's 
labor  force,  too. 
Bred  on  southern 
California's  car  cul- 
ture, many  of 
Bonded's  employees 
have  been  retooling 
old  engines  since 
they  were  teenagers. 
Noting  that  the 
area's  unemploy- 
ment rate  is  nearlv 
17%,  Bonded's  chief 
financial  officer,  Paul 
Sullivan,  says:  "We 
have  a  very,  very 
dedicated  work  force 
who  respect  a  good 
job  when  they  see 
it."  Turnover  among 
Bonded  Motors'  220 
employees  is  under 
3%,  and  firing  for 
cause  is  rare.  There  is 
no  need  to  advertise 
job  openings;  word- 
of-mouth  brings  in 
five  qualified  applicants  for  every 
new  spot. 

Hiring  locally  has  another  advan- 
tage: South  Central  Los  Angeles  is 
part  of  a  state  "revitalization  zone," 
which  qualifies  Bonded  for  tax  cred- 
its for  each  new  neighborhood  hire. 
This  year  Landon  expects  his  com- 
pany to  get  nearly  $600,000  in  state 
tax  credits,  much  more  than  it  can 
use.  With  California's  onerous  9.3% 
corporate  tax  rate,  the  credits  add 
about  6%  to  Bonded's  bottom  line 
every  year. 

A  testament  to  the  power  of  lower 
taxes  as  a  cure  for  inner-city  unem- 
ployment? You  bet.  The  extra  money 
has  helped  fund  expansion  of 
Bonded's  factory  into  nearby  build- 
ings and  has  increased  the  compa- 
ny's distribution  reach. 

What's  more,  if  Bonded  had  to 
pay  the  same  tax  rate  as  it  would 
have  to  in  the  suburbs,  its  aftertax 
profit  margins  might  not  have 
impressed  investors  enough  to  let  it 
go  public  in  the  first  place. 

Landon  expects  even  more  tax 
help  from  federal  credits  aimed  at 
moving  people  off  the  government 
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With  our  policyholders  we  are  encaged  in  a  great  mutual  enterprise  it  is  great  because  it  seeks  to  preventcrippling  injuries  and  death  by  removing  the  causes  oe  home,  highway  and  work  accidents,  it 


Liberty  Mutual's  managed  care  is  as  fast  as  Hector's  fast  break.  After  his  accident,  Hector's 
employer  called  our  24-hour  claims  service  hotline.  We  found  the  right  doctor  to  treat  him,  at 
the  right  price.  A  rehabilitation  nurse  coordinated  a  return-to-work  plan.  And  through  our  on-site 
rehabilitation  program,  a  therapist  worked  to  help  Hector  properly  do  his  job  and  avoid  reinjury, 
so  today  Hector  is  back  on  the  job  (and  on  the  boards)  leading  a  safer,  more  secure  life. 

There's  more  information  we'd  like  to  share.  So  please  call  John  Ryan  L JTB E I Y 

MUTUAL 

at  (617) 574-5842  or  visit  our  website  at  http://www.libertymutual.com      'fy.e  freedom  of  L'berty 
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HIGH  YIELDS 


Current 
30-day  yield 

as  of 
10/20/96 


T.  Rowe  Price  High  Yield  Fund.  If  you  are  seek- 
ing high  income  and  can  accept  the  greater  risks  . 
of  investing  in  high-yield  bonds,  consider  this 
fund.  It  aggressively  seeks  high  current  income 
from  long-term,  medium-  to  lower-quality  "junk" 
bonds.  Our  own  credit  analysis  and  broad  diversi- 

 fication  help  you  benefit  from  these  securities. 

Yield  and  share  price  will  vary  substantially  more  than  higher- 
quality  bond  funds.  $2,500  minimum.  No  sales  charges. 

Call  24  hours  for  a  free  report  and  prospectus 
1-800-541-6151 

http://www.  troweprice.  com 


Invest  With  Confidence1' 

T.RoweRice 


-Ik 


10.74%,  10.98%,  and  8.76%  are  the  1-year,  5-year,  and  10-year  average  annual  total  returns, 
respectively,  for  the  periods  ended  9/30/%.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital 
gain  distributions.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption 
than  at  original  purchase.  Past  performance  cannot  guarantee  future  results.  Read  the  prospectus  carefully  before 
investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  HYF032939 


It's  Time  For  A 
Business  Jet  Solution 
For  People  Who 
Never  Thought 
They  Could  Afford 
A  Business  Jet. 

All-inclusive  fractional  ownership 
of  Learjet  *  and  Challenger* 
aircraft  with  costs  tailored 
to  your  exact  requirements. 
Call:  1-800-590-JETS 


B  U 


E  S 


JetSolutkms 

The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


Education? 
Retirement? 
Peace  of  Mind? 

You  have  your 
reasons. 


Whether  it's  for  education, 
retirement  or  simply  for  the 
peace  of  mind  that  comes  from 
knowing  your  money  will  be 
there  when  you  need  it. 

Ask  your  employer  or  banker 
about  saving  with 
U.S.  Savings  Bonds. 


V  SAVINGS  fas 
id.  BONDS 

A  public  service  of  this  magazine 


dole.  With  the  large  number  of  wel- 
fare recipients  in  its  labor  pool,  the 
company  figures  that  its  effective 
federal  tax  rate  could  drop  from  34% 
to  28%  next  year. 

There  is  more  to  Bonded's  success 
than  just  its  inner-city  location. 
Much  of  the  company's  growth  is 
fueled  by  the  rapid  consolidation  in 
the  retail  auto  parts  market  (Forbes, 
Mar.  11).  Big  stores  such  as  Auto- 
Zone and  Pep  Boys  (Manny,  Moe  8c 
Jack)  are  chasing  small-fries  out  of 
business.  These  big  chains  want 
bigger  suppliers,  like  Bonded. 

Landon,  54,  has  been  rebuilding 
engines  since  he  was  in  high  school. 

With  45  million  cars  over 
a  decade  old  now  cruising 
the  country's  highways,  the 
market  for  remanufactured 
engines  is  humming.  That's 
good  news  for  Bonded. 


Fresh  out  of  the  nearby  University  of 
Southern  California  with  an  under- 
graduate business  degree  in  1964, 
Landon  took  a  $150,000  loan  to 
start  a  small  rebuild  shop. 

For  the  next  20  years  he  was 
much  like  the  small  engine-remanu- 
facturers  that  still  dot  South  Central, 
selling  to  local  garages.  But  Landon 
was  one  of  the  few  to  bet  big  on 
retail  consolidation.  Now  four  large 
chains  account  for  72%  of  his  com- 
pany's sales. 

While  the  retail  market  has  con- 
solidated, the  $3  billion  engine  - 
remanufacturing  business  remains 
fragmented.  Landon  is  looking  to 
acquire,  which  is  one  reason  he 
raised  public  money  in  April,  and 
may  soon  raise  some  more. 

A  secondary  offering  should 
be  easier  than  the  first.  Landon 
couldn't  get  a  single  appointment  in 
Los  Angeles  for  the  iro  road  show, 
which  he  blames  on  South  Central's 
bad  image.  Most  of  the  original 
investors  were  found  on  the  East 
Coast.  "There  was  neither  sympathy 
nor  compassion,"  says  Paul  Sullivan 
of  potential  investors'  response  to 
the  company's  promise  of  providing 
jobs  in  the  inner  city.  "But  they  did 
like  the  numbers."  Bi 
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"WHY  DID  ARAMARK 

COME    UP    WITH    A    PLAN    TO    HELP    SCHOOL  CHILDREN 

CROSS  THE  ROAD? 


"Because  quite  frankly,  they  needed  to  get  to  the  other  side.  Of  course,  we  never  told  Julie  and  her  team  from  ARAMARK 
to  get  in  the  crossing  guard  business.  We  didn't  have  to.  They  saw  that  the  city  handing  us  the  responsibility  would  cause  a 
budgetary  problem.  And  they  saw  a  way  to  step  up  for  us.  It  reminded  me  how  significant  this  partnership  has  been  and  will 
continue  to  be.  On  paper,  it  looks  like  they  just  added  the  crossing  guard  duties  to  their  cafeteria,  playground  and 
custodial  work.  But  it's  bigger  than  that.  They  took  on  a  problem.  And  that  has  allowed  us  to  focus  our  resources  on  what 
we  do  best:  education."  Guy  Cahill,  Pekin  School  District.  At  ARAMARK,  we  do  a  lot  of  things  for  a  lot  of  partners.  But  what 
it  all  really  comes  down  to  is  solving  problems.  Facing  them.  Digging  into  them.  And  ultimately,  coming  up  with  a  solution 
to  make  them  go  away.  Guy,  of  course,  loves  doing  the  math:  "The  crossing  guard  program  would've  put  the 
school  district  over  budget.  ARAMARK  got  it  done,  by  my  calculations,  at  a  38%  savings."  /\7^/A/VlA/?/C 

OF  COURSE  THERE'S  MORE  TO  TELL  ABOUT  UNLIMITED  PARTNERSHIP.  PLEASE  CALL  1  -800-ARAM  ARK.  Managed  Services,  Managed  Better. 


Diamond  Offshore  takes  the  junkyard  approach 
to  building  its  drilling  rigs  fleet.  Transocean  Offshore 
takes  the  Cadillac  approach.  Guess  which  one 
Larry  Tisch  has  bet  on? 

Learning  from 
experience 


By  Toni  Mack 


Here's  how  hot  demand  for  off- 
shore oil  drilling  rigs  has  gotten: 
Rental  rates  for  deepwater  rigs  have 
shot  above  $130,000  a  day,  double 
the  year-ago  level,  and  are  heading 
higher.  Cash  is  flooding  into  the  cof- 
fers of  rig  operators  who  were  nearly 
broke  a  few  short  years  ago. 

This  squeaky-tight  market  has  put 
Diamond  Offshore  Drilling,  Inc. 
Chief  Executive  Robert  Rose  and 
Transocean  Offshore  Inc.  Chairman 
Michael  Talbert  in  the  catbird  seat. 
Transocean  (expected  1996  revenues, 
$520  million)  and  Diamond  ($600 
million)  are  both  based  in  Houston, 
Tex.,  and  both  specialize  in  rigs  that 
drill  in  water  as  deep  as  1  mile. 

Thanks  to  some  huge  offshore  oil 
discoveries,  and  new  technology  that 
makes  those  deposits  profitable  to 
extract,  the  cash  is  pouring  into  Dia- 
mond and  Transocean.  Both  Rose  and 
Talbert  are  using  the  cash  to  increase 
their  fleets.  But  their  growth  strategies 
reflect  the  two  men's  sharply  different 
backgrounds. 

Talbert,  49,  spent  most  of  his 
career  at  oil  companies,  then  five 
years  at  a  Dallas  natural  gas  utility. 
His  first  experience  with  drilling  rigs 
came  when  he  became  chairman  of 
Sonat  Offshore  Drilling  Inc.  in  1994; 
it  was  renamed  Transocean  this  year. 
He  has  decided  the  current  boom 
could  last  as  long  as  20  years  and  is 
willing  to  pay  high  prices  to  expand 
Transocean's  fleet. 

By  contrast,  Bob  Rose,  58,  has 
spent  all  his  working  life  in  the  highly 
cyclical  rig  business  and  has  the  scars 
to  prove  it.  During  the  decadelong 
depression  that  ended  only  last  year, 
he  fired  hundreds  of  workers  to  keep 
Diamond  afloat.  This  made  Rose  wary 
of  the  industry's  boom-and-bust 
cycles.  Like  Talbert,  he  is  expanding, 
but  in  a  more  cautious  way. 

Some  $7  billion  of  investors'  money 
is  riding  on  Rose  and  Talbert. 
Transocean  sports  a  total  stock  market 
capitalization  of  $3  billion;  Diamond, 
just  under  $4  billion — lofty  sums 
when  combined  revenues  are  just  over 
$1  billion.  At  a  recent  $59  a  share, 

Diamond  Offshore  Drilling's  Bob  Rose 
Bearing  the  scars  of  the  highly 
cyclical  rig  business  and  wary 
of  boom  and  bust  cycles. 
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HOTELS  RESORTS  SUITES 


5ENTINA  ARUBA  AUSTRALIA  AUSTRIA  BAHAMAS  BERMUDA  CANADA  COSTARICA  ECUADOR  '97  EGYPT  EL  SALVADOR  '97  FRANCE '97  GERMANY  GREECE  GUATEMALA'97  HONGKONG 
vIGARY  INDONESIA'99  JAPAN  JORDAN  KOREA'98  LEBANON  MAIAYSIA'97  MEXICO  THE  NETHERLANDS  PAKISTAN  PANAMA'98  POLAND  PUERTO  RICO  ROMANIA'98 
JDl  ARABIA   SINGAPORE    SWITZERLAND  '97  THAILAND   UNITED  ARAB  EMIRATES    UNITED  KINGDOM    USA    •   WWW  MARRIOTT  COM   •    AT&T  DIRECT  SERVICE  NOT  AVAILABLE  IN  PAKISTAN 


EXCELLENT  HAND' 


STARTING  AT 


*18. 


ICE  •  24-VALVE,  DOHC  DURATEC  V-6  ENGINE"*  SPEED-SENSITIVE  POWER 
STEERING  •  QUADRALINK  REAR  SUSPENSION  •  STANDARD  DUAL  AIR 

"97  Taurus  G  MSRP;  LX  Shown  w/PEP  210A  MSRP  $23,870.  Tax,  title  extra.  "LX  model  only. 


I'm  getting  a 
lot  more  car 
than  what 
I'm  writing 
a  check  for." 

Steve  Schlief 

Former  Acura  Owner 


"It  handles 
extremely 
well." 

Kenneth  Wilburn 
Former  Saturn  Owner 


sIG.  GREAT  RESPONSE 


FORD  TAURUS 

THE  BEST-SELLING  CAR  IN  AMERICA. 


3AGS  (ALWAYS  WEAR  YOUR  SAFETY  BELT)  •  SAFETY  CELL  CONSTRUCTION 
AVAILABLE  SIX-PASSENGER  SEATING  •  www.ford.com 

HAVE  YOU  DRIVEN  A  FORD  LATELY? 


Diamond  trades  at  29  times  estimated 
1996  earnings  of  $2.02  a  share.  At 
$62,  Transocean's  price/earnings 
multiple  is  24  times  its  estimated 
$2.65-a-share  profit. 

Diamond  was  built  on  the  cheap. 
In  1989,  during  the  slump,  Loews 
Corp.'s  bottom-fishing  chairman, 
Laurence  Tisch,  purchased  Diamond 
and,  with  Rose's  guidance,  continued 
to  buy  rigs  at  fire-sale  prices.  Loews' 
total  investment  in  Diamond:  $665 
million,  of  which  Tisch  recouped 
$360  million  when  Diamond  went 
public  in  October.  At  Diamond's 
recent  price,  Loews'  remaining  52% 


stake  is  worth  $2  billion. 

Last  December  Rose  spotted  anoth- 
er bargain  and  agreed  to  pay  $575 
million  in  Diamond  stock  and 
assumed  debt  for  Arethusa  Off-Shore 
Ltd.,  a  13-rig  firm  based  in  Houston. 
The  Diamond  shares  Rose  issued  for 
the  merger  are  now  worth  over  $1  bil- 
lion— but  the  new  rigs  went  on  Dia- 
mond's books  at  the  far  lower  Decem- 
ber price,  with  the  happy  result  that 
depreciation  charges  are  much  lower 
than  they  would  be  if  Rose  were  to 
buy  the  rigs  at  today's  high  prices. 

Compare  this  with  Mike  Talbert's 
situation.  In  September  he  merged 


Different  strokes:  Transocean  built  this  deep- 
water  rig  (above)  for  $80  million  in  1988. 
Diamond  refitted  its  Ocean  Quest  rig  (left) 
last  year  for  a  mere  $65  million. 


Sonat  with  a  Norwegian  firm, 
Transocean  ASA,  paying  a  very  gener- 
ous $1.5  billion  in  cash  and  stock  for 
the  12 -rig  company.  He  paid  so  much 
that  depreciation  on  the  rigs  will  run 
about  $40  million  a  year,  nearly  twice 
as  much  as  the  additional  depreciation 
for  Diamond's  new  rigs.  In  a  bad  year 
that  difference  can  mean  reported 
earnings  for  Rose's  Diamond  and 
losses  for  Talbert's  Transocean. 

Still  building  Diamond  on  the 
cheap,  Rose  has  refitted  one  of  Dia- 
mond's old  rigs  to  work  in  deeper 
water  and  has  contracts  to  upgrade 
three  more,  for  a  total  $350  million. 
Over  at  Transocean,  Talbert  is  expand- 
ing his  deepwater  fleet  by  four  rigs, 
too — but  shelling  out  a  total  $522 
million,  50%  more  than  Diamond. 

Why  the  difference?  Again,  Rose 
moved  earlier  and  got  better  terms. 
He  already  had  a  cheaply  bought  rig, 
the  Ocean  Quest,  that  could  be  refit- 
ted for  deepwater  work.  Late  last  year 
he  contracted  to  pay  $65  million  to 
reinforce  the  rig's  hull  and  enlarge  its 
deck,  adding  3,000  tons  of  steel  to  its 
previous  5,000  tons.  In  September 
the  Ocean  Quest  went  to  work 
drilling  wells  for  Chevron. 

Talbert,  on  the  other  hand,  waited 
until  this  year  to  announce  similar 
upgrade  plans.  But  first  he  had  to  buy 
a  rig  to  refit,  then  pay  more  for  the 
refitting:  Shipyard  fees  had  risen. 
Total  costs  for  Transocean's  first  refit 
will  come  in  at  $157  million,  more 
than  double  Diamond's. 

Transocean's  new  rig,  dubbed  the 
Marianas,  will  start  drilling  for  Shell 
Oil  next  September.  Here's  another 
difference:  Shell  will  pay  $117,000  a 
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Through  Taiwan  InnovalueSM  Tom  Anthony  finally 
faced  his  fear  of  foreign  travel. 


Selected  Taiwan  products 
carry  this  Symbol  of  Excellence 
It  is  awarded  by  a  panel 
of  judges  only  to  those  products  which  excel 
in  quality  and  innovation 


TAIWAN. 
Your  Source 
for  Innovalue5 


Composer  Tom  Anthony  hates  making  trips.  He  is  a  diabetic.  On  planes,  in  restaurants  or  hotels 
he  never  knows  how  much  sugar  his  food  may  contain. 

Recently  in  Taiwan  he  found  the  perfect  safeguard,  the  Sensorex 
Blood  Glucose  Monitor.  Using  ampermetric  measurements,  Sensorex 
from  Metertech  can  analyze  a  pin -prick  of  Tom's  blood  in  30 
seconds,  storing  data  up  to  180  times. 

Metertech  is  one  of  those  clever  Taiwan  companies  that  create 
Innovalue,  bringing  innovation  to  design  and  manufacturing  that 
gives  added  value  to  the  product. 

Innovalue  is  a  key  element  in  Taiwan's  business  success,  and  it 
exists  in  many  product  areas,  including  yours.  To  discover  more, 
reach  us  by  fax  or  via  the  Internet.  You'll  find  it's  not 
just  ideas  and  products,  but  values  that  are 
VERY  WELL  MADE  IN  TAIWAN. 


WWW:  http:  //  innovalue. cetra. org. tw 
Our  Fax  Number:  886-2-723-5497 
E-mail:  mitnews@cetra.org.tw 


lli<   Sensorex  I  II  I  ( Glucose  Monitoi  will 

soon  he  upgraded  to  measure  cholesterol 
and  uric  acid. 


This  year,  the  nation's  20  largest  discount 
brokers  were  surveyed  in  nine  separate  categories: 


Trading  Costs 
Breadth  ol  Products 
Mutual  Fund  Offerings 


Automation 
Extra  Services 
Extra  Costs 


Responsiveness 
Account  Statements 
Staying  Out  of  Trouble 


Based  on  surveys  conducted  by  SmartMoney,  the  Wall  Street 
Journal  Magazine  of  Personal  Business,  1994,  1995,  &  1996 


Our  Comprehensive  Scope  of  Services  Includes: 


Access  to  over  5,000  mutual  funds 

The  largest  selection  of  mutual 
funds  without  transaction  fees 
(over  900  and  growing) 
No-Load/Low-Load  Annuity  and 
Life  Insurance  Buying  Service 
(over  500  products) 


On-line  trading  discounts 
through  ComputerPATHSM 
and  PATH  On-LineSM  ($25 
per  trade  up  to  1 ,250  shares 
or  20  per  share  over  1,250 
shares,  $25  minimum) 

No  Annual  Fee  IRA  and  QRP 


PLEASE  call  for  free  reprints  of  the  SmartMoney  surveys 
and  for  information  about  our  investor-oriented  services. 

(800)431-3500 


The  West  Coast's 
First  Discount  Broker 
Continuous  Service 
Since  1973 


SIPC 


Open  24  hours, 
7  days  a  week 
for  order  execution 
and  personalized 


service 


Jack  White,  President 


day,  for  a  total  $128  million,  over  the 
three-year  life  of  the  contract.  That 
covers  only  80%  of  the  upgrade  cost, 
and  none  of  the  rig  workers'  salaries  or 
other  operating  costs.  In  effect,  Tal- 
bert  is  gambling  that  when  the  Mari- 
anas and  his  other  rigs  come  off  con- 
tract, in  the  next  five  years  or  so,  he 
can  find  lucrative  work  for  them.  If 
not,  Transocean  will  be  left  with  high- 
priced  assets  and  drastically  reduced 
revenues. 

By  contrast,  Chevron  will  pay  Dia- 
mond $82  million  over  the  Ocean 
Quest's  three-year  contract — enough 
to  cover  all  the  refitting  and  operat- 
ing costs  for  those  three  years.  "We're 
not  willing  to  take  the  risk  of  an 
unrecouped  investment,"  says  Rose. 

"I  don't  ever  again  want  to 
come  home  at  night  knowing 
that  I'll  have  to  fire  people 
the  next  day,"  says  Rose. 


Talbert  insists  his  bet  is  sound 
because  the  cyclically  has  been 
wrung  out  of  the  drilling  rig  busi- 
ness. "This  is  fundamentally  different 
from  the  last  [early- 1980s]  boom," 
he  argues.  "That  was  based  on  expec- 
tations of  $50  or  $100  [a  barrel]  oil 
prices.  Hundreds  of  rigs  were  built 
without  firm,  long-term  contracts. 
Today  a  rig  doesn't  get  built  without 
a  long-term  commitment,  and  oil 
companies  assume  oil  prices  will  stay 
in  the  upper  teens." 

True,  but  rigs  operating  in  waters 
3,000  feet  or  more  deep  have  swelled 
over  the  last  four  years  from  5  to  25. 
Once  they  all  come  off  the  long-term 
commitments  Talbert  cites,  a  new 
supply  glut  may  well  force  operators 
to  slash  prices.  Then  the  operator 
with  the  lowest-cost  assets — Bob 
Rose's  Diamond — would  likely  win. 

If  the  market  stays  tight  and  Tal- 
bert's  gamble  does  pay  off, 
Transocean's  shareholders  will  make 
a  lot  of  money — but  Diamond's  w  ill 
make  even  more. 

"A  man's  job  is  everything,"  says 
Rose,  explaining  why  he  builds  Dia- 
mond on  a  shoestring  even  when  the 
times  are  good.  "I  don't  ever  again 
want  to  come  home  at  night  knowing 
that  I'll  have  to  fire  people  the  next 
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countries,  regardless  of  national  law, 
and  eliminates  borders  for  stock 
exchange  trading. 

One  result  is  Easdaq — standing 
for  European  Association  of  Securi- 
ty Dealers  Automated  Quotation — 
based  in  Brussels  and  open  to  com- 
panies with  sales  of  $100  million  or 
more.  Our  own  Nasdaq  is  providing 
technical  assistance  and  has  put  up 
$650,000  for  a  5.4%  stake  in 
Easdaq. 

Also  jumping  into  the  game,  and 
mostly  aimed  at  companies  with 
revenues  of  less  than  $100  million, 
is  the  French-led  Euro  NM  (for 
Nouveau  Marche,  or  New  Market). 
The  German,  Belgian  and,  most 
recently,  Dutch  stock  exchanges 
have  joined.  Britain  has  the  much 
more  developed  Alternative  Invest- 
ment Market  aimed  mostly  at  $50 
million  companies. 


Bill  Lupien  and  his  pet  Labrador,  Chili,  on  his  Durango,  Colo,  ranch 

He  hasn't  let  the  view  distract  him  from  developing  a  new  computer-based  trading  system  called  Optimark. 


Europe's  rush  to  create  its  own  Nasdaq 
is  putting  the  cart  before  the  horse. 

Great  # 
expectations 


By  Howard  Banks 

Brussels-based  Eurocrats  moan, 
oh  dear,  Europe  needs  lots  of  new 
jobs  to  reduce  its  chronic  high  unem- 
ployment. They  look  at  the  U.S. 
Here  they  see  small,  mostly  entrepre- 
neurial high-technology  companies 
creating  jobs  by  the  millions. 

The  bureaucratic  mind  jumps  to 
bureaucratic  conclusions.  Small-com- 


pany stocks  in  the  U.S.  tend  to  be 
listed  on  Nasdaq.  So  what  Europe 
must  need  is  an  exchange  for  trading 
small  stocks,  too. 

In  1993  the  European  Council  of 
Ministers  passed  the  Investment  Ser- 
vices Directive,  which  became  EU  law 
in  January.  It  allows  banks  to  trade  in 
securities  in  all  European  Union 
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For  mtoirnjti.  •  i .  .r  i      .r . ' .  '         authorized  retailers  and  other  watches  in  the  collection,  please  contact  Patek  Philippe ,  Dept .  104,  One  Rockefell 


Begin  your  own  tradition. 

Whatever  innovations  Patek  Philippe  introduces,  every  watch  is  still 
crafted  by  hand.  The  men's  Annual  Calendar  is  the  first  self-winding 

calendar  watch  in  the  world  to  require  resetting  only  once  a  year. 
And  because  of  the  exceptional  workmanship, 

each  one  is  a  unique  object.  Which  is  perhaps  why  some 
people  feel  that  you  never  actually  own  a  Patek  Philippe. 
You  merely  take  care  of  it  for  the  next  generation. 
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Unfortunately.,  this  European  rush 
to  create  markets  puts  the  cart  before 
the  horse.  Europe  simply  lacks  any- 
thing like  the  number  of  genuinely 
public  smaller  companies  that  Amer- 
ica has.  Easdaq  is  an  exchange  creat- 
ed for  stocks  that  do  not  by  and  large 
exist.  Nasdaq  emerged  in  the  early 
1970s  so  investors  could  trade  in 
3,000  or  so  over-the-counter  stocks. 
There  are  now  more  than  5,000 
companies  listed  on  Nasdaq.  Most 
smaller  European  public  companies 
that  do  exist  are  also  simply  unaccus- 
tomed to  operating  in  the  required 
glare  of  public  disclosure. 

"There  is  a  great  expectation  in 
Europe  that  just  creating  Easdaq  will 
create  a  market  like  the  one  we  have 
in  the  U.S.,""  says  William  A.  Lupien, 
whose  computer  trading  system  Insti- 
net,  now  owned  by  Reuters,  helped 
in  the  development  of  Nasdaq  (see 
box).  "But  creating  a  market  is  far 


from  the  only  thing  that  has  to 
happen." 

Lupien  has  put  his  finger  on  the 
bigger  reasons  why  there  are  so  few 
small-growth  companies  in  Europe: 
excessive  regulation,  heavy  taxation, 
massive  social  costs  and  tough  labor 

For  all  the  excitement, 
do  not  expect  a  flood 
of  companies  to  list 
on  these  new  markets. 
Listings  are  moving  slowly. 

laws — plus  an  attitude  by  many  man- 
agements that  their  affairs  are  none  of 
the  public's  business. 

Note  the  obvious  exception,  post- 
Thatcher  Britain,  which  has  by  far  the 
best-developed  small-company  sector 
in  Europe.  There  are  212  small  com- 


panies on  London's  fast-growing 
Alternative  Investment  Market. 

The  chairman  of  Easdaq,  Stanislas 
Yassukovich,  an  investment  banker 
for  30  years  and  former  chairman  of 
Merrill  Lynch  Europe,  believes  things 
are  beginning  to  change  for  the 
better.  There's  the  Investment  Ser- 
vices Directive,  for  example.  And  laws 
are  beginning  to  change  in  continen- 
tal Europe  to  allow  pension  funds 
there  to  invest  directly  in  equities 
rather  than  only  in  government 
bonds,  as  British  funds  already  can. 

Venture  capital,  though  rudimenta- 
ry by  U.S.  standards,  is  beginning  to 
thrive  in  Western  Europe.  Venture 
funds,  through  the  European  Venture 
Capital  Association,  have  been  big 
pushers  of  Easdaq.  They  see  it  as  a 
way  to  get  their  money  out  of  suc- 
cessful startups.  They  also  hope  that 
floating  a  company  on  Easdaq  will  get 
Nasdaq-style  multiples,  rather  than 


Making  markets 
better 

Filling  traders'  long- 
felt  wants  is  Bill  Lupien's 
specialty.  In  the  early 
1980s  he  took  over 
Instinet,  a  computer  trad- 
ing system  particularly 
suited  to  trading  by  large 
institutions.  In  1986  he 
sold  80%  of  the  company 
to  Reuters,  the  British- 
based  news  and  financial 
information  service  that 
already  owned  20%.  The 
price  was  $8.50  a  share, 
valuing  Instinet  at  $120 
million. 

Lupien  retired  from 
Instinet  in  1988,  by  which 
time  trading  volume  on 
the  system  had  risen 
1,100%  since  it  began 
operating.  The  system  has 
continued  to  be  a  winner 
for  Reuters. 

Lupien,  54,  a  respected 
expert  in  electronic 
market  trading  systems, 
bought  a  ranch  in  Duran- 
go,  Colo.  "The  view's 
spectacular,"  he  says. 


"Visitors  can't  believe  it." 
But  he  hasn't  spent  all  the 
time  feasting  his  eyes. 
Lupien  has  now  developed 
a  totally  different  comput- 
er-based trading  system 
called  Optimark.  The 
math  involved  comes  from 
Terry  Rickards,  who  has  a 
Ph.D.  in  mathematics  and 
has  spent  most  of  his  life 
working  in  the  defense 
industry. 

Lupien  explains:  "Large 
traders  will  pay  different 
prices  for  the  same  stock, 
depending  on  circum- 
stances. One  told  me  he 
once  wanted  to  buy  2  mil- 
lion [shares  of]  Intel.  If  he 
could  have  picked  up,  say, 
1  million  in  a  block,  he'd 
have  happily  paid  a  premi- 
um of  a  point  or  so.  For 
smaller  blocks  he  would 
pay  less  of  a  premium,  and 
such  a  trader  would  not 
bother  to  buy  in,  say, 
10,000-share  lots."  Pay  a 
premium?  In  today's 
market,  trading  in  such 
large  blocks  would  raise 
the  price  by  much  more 
than  a  point. 


"Mention  one  word  of 
a  major  trader's  intent, 
and  the  price  moves 
anyway,"  Lupien  contin- 
ues. "So  we've  got  a  pro- 
gram that  takes  this  desire 
and,  totally  anonymously, 
matches  it  with  sellers' 
desires.  Sellers,  too,  know 
that  if  they  signal  a  wish  to 
sell,  the  price  will  drop, 
especially  if  they  indicate 
they  want  to  sell  a  large 
block." 

The  system  is  a  bit 
like  the  dealer  being 
able  to  see  everybody's 
hand,  with  the  dealer  (in 
this  case  Optimark's 
computer)  staying  neu- 
tral and  not  telling.  The 
program  even  allows 
traders  to  make  prior 
trading  commitments 
that  vary  with  a  number 
of  outside  influences: 
Should  the  unemploy-  . 
ment  numbers  or  the 
Dow  do  this,  then  my 
trading  range  moves  like 
this;  if  the  Japanese  gov- 
ernment falls  (again), 
then  my  trading  range 
alters  like  that;  and  so  on. 


Success  will  obviously 
turn  on  order  flow — get- 
ting enough  big  traders 
onto  the  system.  One 
piece  of  bait:  a  $50  mil- 
lion bond  posted  by  one 
of  the  big  six  accounting 
firms  that  will  guarantee 
no  leaks  of  traders'  inten- 
tions from  Optimark. 

IBM  is  an  investor  in 
Optimark  and  is  providing 
the  massive  parallel  super- 
computer technology  that 
will  make  the  trades.  Dow 
Jones,  the  Pacific  Stock 
Exchange  and  the  Chica- 
go Board  Options 
Exchange  have  already 
agreed  to  use  Optimark, 
while  State  Street  Infor- 
mation Partnerships  is  a 
strategic  partner  involved 
in  marketing  and  distribu- 
tion. The  system  should 
be  up  and  running  in 
late  1997. 

What  of  Lupien's  old 
friends  at  Reuters?  "They 
see  Optimark  as  a  rival  for 
Instinet,"  he  says.  "But 
they'll  change  their  minds 
and  join  Optimark  once 
it's  established."  -H.B.MI 
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[  Warning:  Side  effects  include 
acute  feelings  of  euphoria. ] 
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$1, 995  down /30mos. 


Riviera  by  Buick 


Riviera  by  Buick:  No  other  luxury  coupe  provides  such  a  personal  expression  of  power,  confidence  and  control.  With  its  head-turning  design  and  supercharged 
240-hp  engine,  Riviera  can  do  wonders  for  your  state  of  mind.  For  all  the  details  of  this  limited-time  lease,  see  your  local  Buick  dealer.  Visit  our  Web  site  at 
http://www.buick.com  or  call  1-800-4-RIVIERA  for  personalized  information. 

'$399.00  per  month  for  30  months.  $1 ,995.00  DOWN  PAYMENT.  $2,844,00  due  at  lease  signing  (first  month's  payment  of  $399.00,  plus  $450.00  refundable  security  deposit,  plus  down  payment).  Taxes,  license,  title  fees,  and  insurance  extra. 
GMAC  must  approve  lease.  Special  lease  program  available  only  on  a  '97  Buick  Riviera  equipped  with  option  package  SB,  3800  Series  II  Supercharged  engine,  leather  trimmed  bucket  and  heated  memory  seats,  and  Astroroof  (in  CA,  OR,  WA.  and 
ID,  Riviera  equipped  with  option  package  SG  and  Astroroof).  Monthly  payments  total  $11,970.00.  Payments  may  be  higher  in  Alabama.  Connecticut.  Hawaii.  New  York,  Rhode  Island,  Texas  and  Virginia.  Option  to  buy  at  lease  end  for  price 
determined  at  lease  signing.  Mileage  charge  of  $.15  per  mile  over  30,000  miles.  Lessee  pays  for  excess  wear.  You  must  take  retail  delivery  out  of  dealer  stock  by  December  31, 1996.  This  is  a  special  GMAC  lease  program.  See  your 
participating  dealer' for  qualification  details. 


If  International  Investing  Seems 
Foreign,  Our  Strategy  Will  Make 
You  Feel  Right  At  Home. 


Select  Ten 
International  Series 


The  global  marketplace  offers 
diversified  investment  potential.  And 
with  this  Series'  time-honored  buy-and- 
hold  strategy,  you  can  feel  comfortable 
with  opportunities  in  Hong  Kong, 
Japan  and  the  United  Kingdom. 

It's  a  simple  strategy  in  any 
language.  Each  of  the  three  Portfolios 
buys  and  holds  the  10  highest 
dividend-yielding  stocks  of  a  major 
foreign  Index  for  one  year,  then 
reinvests  the  proceeds  into  a  new 
trust  containing  the  then-current 
highest  yielding  stocks.  International 
investing  has  special  risks,  including 
currency  fluctuations  and  political 
developments. 

The  minimum  investment  for  the 
Select  Ten  International  Portfolios  is 
only  $250.  Call  today  for  a  free 
prospectus  and  our  Select  Ten 
International  Series  Guide  which 
describes  how  you  can  feel  at  home 
investing  in  international  markets. 

1-800-562-2926  ext.  866 


Buy  With  Knowledge. 


E 


efined  Asset  Funds5 


Hold  With  Confidence. 


Family  of  funds  offered  by 

Merrill  Lynch 
Smith  Barney 
PaineWebber 
Prudential  Securities 
Dean  Witter 

A  free  prospectus  containing  more  complete 
information  on  any  Equity  Income  Fund 
Select  Ten  International  Portfolio,  including 
all  charges  and  expenses  and  the  special 
considerations  associated  with  international 
investing,  is  available  from  any  of  the  above 
sponsors.  Read  the  prospectus  carefully 
before  investing. 

©  1996  Merrill  Lynch,  Tierce,  Fenner  &  Smith  Inc.  Member  SIPC. 


Stanislas  Yassukovich,  Easdaq's  chairman  (left),  and  Jacques  Putzeys,  chief  executive 
Things  are  changing  slowly,  for  the  better,  in  Europe. 


the  five-to-ten  range  now  common 
for  small-company  stocks  in  Europe. 

But  listing  on  Easdaq  will  require  a 
company  to  have  a  chief  financial  offi- 
cer, and  do  internal  monthly  report- 
ing and  quarterly  public  reporting — 
something  not  even  big  European 
companies  do.  "Compliance  won't 
be  cheap — and  continental  small 
companies  aren't  used  to  reporting  at 
all,"  says  Geoffrey  Douglas,  a  leading 
small-company  analyst  with  London- 
based  bzw  Securities. 

One  difference  between  Easdaq 
and  Nasdaq  is  that  the  former  is  not 
a  marketmakers'  cooperative,  as 
Nasdaq  is,  but  is  investor-owned. 
There  are  lots  of  banks  and  venture 
funds  as  well  as  brokers  among 
Easdaq's  91  shareholders.  It  may  thus 
be  less  susceptible  to  manipulation 
and  the  charging  of  excessive  spreads 
by  brokers. 

On  the  negative  side,  Easdaq's 
rules  are  rather  vague.  They  require 
publishing  material  information  "in  a 
timely  fashion,"  without  defining 
what  that  means.  Bear  in  mind  that 
insider  dealing  is  a  way  of  life  in  much 
of  continental  Europe.  What's  timely 
in  Diisseldorf  would  not  be  accept- 
able in  Detroit. 

The  eu's  investment  directive  elim- 
inates European  borders  as  they  affect 
securities  or  equities  dealing.  So  a 


share,  or  especially  a  public  offering, 
approved  in  one  country  (normally 
where  the  particular  company  is 
headquartered),  should  mean  that  a 
public  offering  is  accepted  in  all  EU 
member  countries.  Even  though  the 
directive  took  effect  in  January,  many 
European  countries,  including  Ger- 
many and  the  Netherlands,  have  yet 
to  implement  the  Investment  Services 
Directive. 

For  all  the  excitement,  therefore, 
do  not  expect  a  flood  of  companies 
to  list  on  these  new  markets.  Listings 
are  moving  slowly.  Easdaq  got  its 
computer  trading  system  in  place  by 
late  September  and  hopes  to  have  five 
companies  listed  by  Christmas.  The 
Paris-based  Nouveau  Marche  so  far 
has  21  companies  listed. 

Interest  has  been  shown  in  Easdaq 
from  outside  Europe,  notably  from 
Israel,  which  has  52  companies 
already  listed  on  Nasdaq,  and  from 
South  Africa,  which  is  anxious  to 
attract  European  capital. 

The  hardest  sell  for  Easdaq  will 
probably  be  the  110  European  com- 
panies listed  on  Nasdaq.  While 
Nasdaq  gets  them  access  to  U.S.  cap- 
ital, Easdaq  is  untried.  The  idea  of  a 
European  Nasdaq  may  be  a  turn-on 
to  Brussels  bureaucrats,  but  its  appeal 
to  sophisticated  global  investors  is  a 
lot  less  certain.  H 
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future 


The  Guardian  Life 
Insurance  Company 
of  America  offers 
today's  intelligent 
financial  tools. 

It  takes  the  right  financial  tools  to  help 
secure  the  future  for  your  business. 
Today,  one  of  the  most  intelligent  tools 
to  do  the  job  is  a  Guardian  Life 
Insurance  Policy.  Your  policy,  for 
example,  can  help  protect  your 
investment  in  your  business  and  keep 
the  business  going  in  the  event  a 
partner  passes  away  unexpectedly 

In  fact,  a  Guardian  Life  Insurance  Policy 
should  be  the  centerpiece  of  your 
personal  financial  planning  for  your 
business.  First,  because  The  Guardian 
has  been  helping  secure  the  future 
for  businesses  for  over  136  years. 
And  second,  because  Guardian  life 
insurance  incorporates  some  of  the 
best  features  of  every  other  financial 
product:  from  flexibility  and  minimum 
risk  to  tax  advantages. 

Buying  insurance  shouldn't 
be  a  wrenching  experience. 

The  Guardian  Life  Insurance  Company 
of  America  gives  every  policyowner 
something  special:  the  comfort  of 
knowing  that  their  insurance  carrier  is 
one  of  the  strongest  financial  companies 
in  America*  Every  year,  year  after  year, 
The  Guardian  Life  Insurance  Company 
of  America  has  received  the  highest 
ratings  from  the  leading  independent 
ratings  services.** 

Call  1-800-662-1006  now  and  learn 
why  The  Guardian  is  The  Intelligent 
Choice  for  Life  Insurance,  Group 
Insurance,  Reinsurance,  Disability 
Income  Insurance,  Equity  Products*** 
or  Group  Pensions. 

4&  TheGuardiair 

The  Intelligent  Choice" 


i  n 
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'Financial  information  concerning  The  Guardian  Life  Insurance 
Company  of  America  as  of  12/31/95:  Admitted  Assets  =  $10,961 
billion;  Liabilities  =  $9,846  billion  (including  $7,585  billion  of 
reserves);  and  Surplus  =  $1,115  billion. 

**As  of  March  1996.  the  ratings  received  were  Standard  &  Poor's: 
AAA;  Duff  &  Phelps:  AAA;  and  A.M.  Best:  A++. 

***Equity  products  are  offered  through  Guardian  Investor  Services 
Corporation  ,  an  indirect  wholly-owned  subsidiary  of  The  Guardian 
Life  Insurance  Company  of  America.  Member  NASD,  SIPC. 
©1996  The  Guardian  Life  Insurance  Company  of  America 
201  Park  Avenue  South,  New  York,  NY  10003 


As  a  small  bank  in  a  town  dominated  by  behemoths,  Los  Angeles'  City  National 
hopes  to  survive  and  grow  by  using  a  niche  strategy. 

Would  you  rather  do 
business  with  a  computer? 

By  Seth  Lubove 

i  and  hiring  specialists  to  push 
5  into  agricultural  lending  and 
foreign  exchange  trading. 

Best  known  as  the  "bank  to 
the  stars"  for  its  good  rela- 
tionships with  Hollywood  per- 
formers and  their  business 
handlers,  City  National  knows 
a  lot  about  personalized  ser- 
vice. By  emphasizing  this, 
Goldsmith  is  convinced  City 
National  can  grow  in  an  envi- 
ronment where  its  bigger 
rivals  are  abandoning  personal 
service.  He  believes  there  are 
many  thousands  of  customers 
disaffected  by  this  April's  Wells 
Fargo-First  Interstate  merger 
and  other  combinations  that 
have  eliminated  the  friendly 
bankers  they  used  to  deal 
with.  Goldsmith  is  hiring  First 
Interstate  bankers  fired  by 
Wells  after  the  two  banks 
merged.  For  example,  Gold- 
smith hired  First  Interstate's 
entire  agricultural  lending 
department  of  four  people,  an 
area  in  which  City  National 
had  no  prior  dealings. 

Walking  into  one  of  City 
National's  23  branches,  mostly 
clustered  on  Los  Angeles' 
Russell  Goldsmith,  chairman  and  chief  executive  officer  of  City  National  Bank  West  Side,  is  like  revisiting 

Is  he  standing  in  the  way  of  a  technological  steamroller?  Eisenhower-era  banking. 

WBKSMK  Human   tellers  outnumber 

bank  machines;  bank  officers 

Wells  Fargo  &  Co.  (forbes,  Oct.  sees  Wells  Fargo's  replacement  of  sit  at  their  desks  in  the  lobby.  If  you 
21)  hopes  to  become  America's  first  people  with  computers  as  an  opportu-  need  to  speak  with  any  of  the  execu- 
real  cyberbank.  To  that  end  it  is  clos-  nity.  In  an  area  dominated  by  behe-  lives,  they're  just  an  escalator  ride  up 
ing  branches  all  over  the  place  and  moths  Wells  and  Bank  of  America,  on  the  second  floor  of  City  National's 
replacing  them  with  thousands  of  City  National,  with  a  modest  $3.9  bil-  Beverly  Hills  main  branch.  "We  try  to 
computerized  points  of  contact  with  lion  in  assets,  is  the  leading  indepen-  be  very  accessible,  very  visible,  very 
the  public  in  supermarkets  and  the  dent  bank.  If  the  giants  abandon  per-  down-to-earth,"  says  Goldsmith, 
like.  As  a  competitor,  Russell  Gold-  sonalized  service,  Goldsmith  will  Contrast  that  style  of  banking  with 
smith,  46,  chairman  and  chief  execu-  embrace  it.  He's  acquiring  banks  in  Wells  Fargo's  high-tech,  low-cost 
tive  of  smallish  City  National  Bank,    nearby  Riverside  and  Ventura  counties    assault  on  the  business.  Wells'  cus- 
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Stephanie  Kwolek  is  a  chemist, 
gardener  and  an  inventor  of  DuPont 
Kevlar";  the  world's  strongest  fiber. 
It's  in  the  brakes  of  trains,  planes 
and  automobiles.  It's  in  skis, 
I    '   helmets,  protective  clothing  and 
most  anyplace  else  requiring  a 

\m 

\S;MWk  unique  combination  of  light  weight 
P   \kl    and  strength.  How'd  she  do  it? 

With  innovation  and  determination. 


1 


I  f 
81  r 


With  a  single  idea  she  can  stop  trains. 


How  else  can  you  stop  a  train? 
Stop  a  bullet?  Save  a  life? 
Visit  us  at  www.dupont.com 


iomers — even  small  businesses — are 
more  likely  to  do  their  banking  at  a 
supermarket  "banking  center"  or  over 
the  phone  than  with  a  human  being  in 
an  old-fashioned  branch.  But  Gold- 
smith figures  some  customers,  espe- 
cially small,  entrepreneurial  business- 
es, still  want  die  human  touch  that  his 
bank  provides  and  will  pay  somewhat 
higher  rates  and  fees  to  get  it. 

Is  Goldsmith  fighting  progress?  Is 
he  standing  in  the  way  of  a  tech- 
nological steamroller?  A  small  15b 
business  can  get  a  loan  of  up  to  ^ 
$100,000  from  Wells  by  filling  * 
out  a  simple  two-page  form  and 
mailing   it   or   faxing   it  in; 
approval  generally  comes  on  the 
same  day.  Wells  is  now  the 
nation's  leading  small  business 
lender.  At  City  National  bor- 
rowers almost  always  apply  in 
person,  and  approvals  typically 
take  several  days. 

Wells  figures  clients  want 
money,  not  lunch  with  a  banker. 
"They  want  to  run  their  busi- 
ness, and  when  they  want  to  see 
me,  it's  not  for  golf  or  martini 
lunches,"  says  Colleen  Ander- 
son, a  Wells  executive  vice  presi- 
dent overseeing  small  business 
loans  in  southern  California. 

Maybe  so,  but  City  National 
figures  there  are  still  plenty  of 
customers  who  want  hand-hold- 
ing. City  National  is  willing  to 
make  even  top  executives  avail- 
able for  that  personal  touch.  Is  a 
round  of  golf  called  for?  Russell's 
father,  Bram,  chairman  of  the 
bank's  holding  company,  is  a 
regular  at  nearby  Hillcrest 
Country  Club:  "I'm  still  alive 
and  functioning  and  working  my 
tail  off,"  he  says. 

If  need  be,  a  customer  can  talk  ■ 
with  City  National's  president 
and  chief  operating  officer,  George 
Benter,  54.  Benter  is  every  bit  the 
banker,  right  up  to  his  helmet  of  dis- 
tinguished graying  hair.  He  was  hired 
by  Bram  Goldsmith  in  1992  to  help 
City  National  work  through  its  trou- 
bled construction  loan  portfolio. 
Benter  and  the  elder  Goldsmith  man- 
aged the  bad  loans  brilliandy,  bringing 
the  bank's  return  on  assets  back  to  a 
respectable  1.81%.  It  helps  that  almost 
half  of  City  National's  $2.6  billion  in 
core  deposits  are  in  checking  and 


other  accounts  that  earn  no  interest. 

If  Goldsmith's  niche  strategy  does 
not  work,  the  bank  will  almost  cer- 
tainly be  sold.  The  financial  markets 
seem  to  be  anticipating  a  sale.  Recent- 
ly 18/4,  the  stock  trades  at  12.5  times 
this  year's  likely  earnings  and  at  2 
times  book  value— above-average 
ratios.  City  National  would  be  attrac- 
tive for  its  low-cost  deposits  and  high- 
margin  customer  relationships. 


smith  retorts  testily.  "I'm  fully  engaged 
[in  banking]  and  was  from  the 
moment  I  decided  to  do  it." 

A  lawyer  by  training  who  only  in 
1995  took  charge  of  the  bank  his 
father  controls,  Goldsmith  does  not 
exactly  pretend  to  be  expert  in  bank- 
ing. An  interviewer  asks:  "What's 
City's  leverage  ratio?"  Goldsmith 
buzzes  a  bank  officer  to  find  out  what 
the  definition  of  a  leverage  ratio  is. 


Bram  Goldsmith,  chairman  of  City  National  Bank's  holding  company 
Can  his  son  expand  the  bank  that  he  built? 


Adding  fuel  to  the  rumor  of  a  sell- 
out was  a  recent  report  in  a  trade 
magazine,  USBanker,  reviewing  Rus- 
sell Goldsmith's  first  year  on  the  job. 
The  article  concluded  he  is  a  "reluc- 
tant banker,"  who'd  radier  be  running 
the  old  Republic  Pictures  movie 
studio  (Dad  had  a  stake  there)  and 
cutting  syndication  deals  for  TV  shows, 
as  he  did  before  Republic  was  sold  to 
Spelling  Entertainment  in  1994. 

"There's  absolutely  nothing  'reluc- 
tant' about  what  I'm  doing,"  Gold- 


( Basically,  it's  a  bank's  tangible  equity 
over  its  average  quarterly  assets — the 
higher  the  ratio  the  more  scope  to 
increase  lending  activities.  City  Nation- 
al's leverage  ratio  is  9.6%,  versus  7.1% 
for  the  top  50  U.S.  banks.) 

But  Goldsmith  sees  his  role  as  that 
of  a  strategist,  not  a  technician,  and 
thinks  he  can  zig  when  the  bigger 
banks  zag.  "Is  there  room  in  this 
market  for  an  independent  bank?"  asks 
Benter  rhetorically.  "Unequivocally, 
yes."  Time,  as  they  say,  will  tell.  Mi 
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Computers  are  helping  insurance  companies  track  down  phony  claims. 
Good  news  for  the  average  motorist. 

The  strange  case  of  the 
dangerous  intersection 


By  Susan  Adams 

Why  were  there  so  many 
accidents  at  the  corner  of 
North  Avenue  and  North 
Lake  Shore  Drive  in 
Chicago?  The  routine 
always  seemed  to  be  the 
same:  A  beat-up  car 
would  pull  in  front  of,  say, 
a  new  Jeep  Cherokee  and 
slam  on  its  brakes.  The 
Jeep  would  rear-end  the 
heap.  Then  a  lawyer 
would  file  claims  on 
behalf  of  the  three  passen- 
gers in  the  heap,  all  of 
whom  were  suffering 
from  sprains,  strains  and 
whiplash — so-called  soft 
tissue  injuries  that  are 
impossible  to  confirm  by 
X  ray.  The  Jeep  driver's  HBB 
insurance  company  would 
shell  out  as  much  as  $20,000  for 
each  group  of  "victims." 

State  Farm  Insurance  Cos.,  which 
processed  many  of  the  claims, 
smelled  something  fishy.  Reviewing 
the  files  by  hand,  investigators  found 
15  accidents  in  the  same  locations, 
where  the  same  lawyers  represented 
the  claimants,  who  were  treated  by 
the  same  doctors.  Hmmm. 

State  Farm  put  a  four-man  inves- 
tigative unit  on  the  case.  They 
tapped  into  two  powerful  industry 
databases  that  together  contain 
claim  information  from  virtually 
every  U.S.  insurer:  claimant  names, 
addresses,  phone  numbers,  driver's 
license  numbers,  the  lawyers  and 
doctors  involved,  vehicle  identifica- 
tion numbers  and  police  report  data. 

Bingo!  More  matchups.  "How 
probable  would  it  be  for  1,173  peo- 
ple from  Chicago  to  all  be  involved 
in  349  nearly  identical  accidents,  and 


Dennis  Schulkins  supervises  State  Farm's  antifraud  effort  in  I 
His  team  spent  13  months  cracking  a  car  crash  fraud 


be  subsequently  represented  and 
treated  by  the  same  small  group  of 
lawyers  and  doctors?"  asks  Dennis 
Schulkins,  the  State  Farm  investiga- 
tor who  ran  the  Chicago  probe. 

Result:  a  $9  million  treble  damage 
lawsuit  filed  in  October  by  State 
Farm — charging  a  ring  of  21  lawyers, 
doctors,  chiropractors  and  street- 
level  organizers  with  bilking  the 
company  out  of  more  than  $3  mil- 
lion. The  ring  had  staged  349  "sud- 
den-stop" accidents  since  1988.  The 
suit,  the  largest  of  its  kind  ever  filed, 
also  seeks  punitive  damages. 

Fraudulent  insurance  claims  are 
nothing  new,  but  their  toll  is  mount- 
ing. In  the  end  the  bill  is  paid — not 
by  the  insurance  companies,  but  by 
the  majority  of  honest  drivers  whose 
premiums  reflect  the  companies'  loss 
experience.  Phony  claims  may 
account  for  a  good  25%  of  the  $200 
billion  paid  out  each  year  in  proper- 


llinois 
ring. 


ty/casualty  claims,  says 
John  Di  Liberto,  chief 
executive  of  the  National 
Insurance  Crime  Bureau. 
He  figures  the  cheaters  cost 
the  average  motorist  as 
much  as  $200  a  year  in 
higher  premiums.  The 
bureau  has  a  team  of  200 
investigators  who  are,  in 
effect,  working  for  the  pol- 
icyholders. Di  Liberto  says 
there  are  staged-accident 
rings  of  varying  sizes  in  vir- 
tually every  U.S.  city. 

Until  recently,  they've 
been  hard  to  crack. 
Insurance  companies — 
which  have  been  glacial  in 
their  efforts  to  embrace 
technology — have  also  been 
loath  to  share  information 
with  one  another  about  claim  pat- 
terns, for  fear  of  claimant  lawsuits 
alleging  defamation,  bad  faith,  priva- 
cy violations  or  even  antitrust. 

National  records  have  been  spotty 
at  best.  The  Insurance  Crime  Bureau 
always  kept  computerized  records,  but 
until  two  years  ago  many  of  them  were 
just  lists  of  suspect  claims.  Another 
group  called  the  American  Insurance 
Services  Group  kept  records  of  all 
claims — but  until  five  years  ago,  half 
were  still  on  3 -by- 5  cards. 

All  that's  changed.  Now  both 
organizations  are  building  databases 
of  all  claims  nationwide,  and  use  of 
them  by  insurance  company  security 
departments  has  increased  dramati- 
cally. This  year  fraud  inquiries  to  the 
Crime  Bureau,  for  instance,  will  top  2 
million,  up  from  1.3  million  last  year. 

Eleven  states,  including  Wisconsin, 
Florida  and  Tennessee,  have  recently 
passed  so-called  immunity  laws  to 
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We  have  no  stop-and-go  traffic 

and  speeding  is  always  encouraged. 


Only  Sprint 

frame  relay  service  supports  sustained  data  bursts  worldwide 
for  uninterrupted  data  delivery-at  no  extra  cost. 


You  can't 
afford  to  be 
stuck  in  a  jam 
when  it  comes 
to  sending  data. 
With  Sprint's 
bursting  advantage, 
data  bursts  get  full  access  to 

the  top  channel  speed  as  needed. That 

means  your  mission-critical  data  is  transmitted 
with  exceptional  speed  and  efficiency.  As 
for  reliability,  we're  committed  to  bringing  you 
the  highest,  most  reliable  data  transport  in  the 
industry.  We  also  minimize  the  worries. 
Sprint's  self-healing  SONET-based 
fiber  network  automatically 
reroutes  around  problems 
in  milliseconds, 


making  them 
transparent 
to  you,  the  cus- 
tomer-even in 
the  event  of  fiber 
cuts  or  equip- 
ment failures.  What's 
more,  we've  replaced  multiple 
private  line  connections  with  a  single 
point  of  access  to  simplify  network  management 
and  reduce  costs.  Should  you  need  to  expand 
or  upgrade  your  frame  relay  service,  we  make  it 
simple  with  on -call  planning  and  design.  And  with 
20  years  of  packet  switching  experience, 
you  can  count  on  us  to  ramp  up  your 
data  to  an  open  road- 
with  no  red  lights  and 
no  speed  limits. 


Call  Sprint  Business 

1  800  588  DATA 

www.  sprin  t.  com/data  1 

Sprint 
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make  it  easier  for  insurance  compa- 
nies to  share  claim  information  with 
one  another  without  fear  of  legal 
reprisal. 

Insurers  are  expanding  their  fraud 
detection  efforts.  Allstate  Insurance 
Co.  now  has  600  special  investiga- 
tors, up  from  zero  ten  years  ago. 
Fireman's  Fund  Insurance  Co.  is  tak- 
ing the  unusual  step  of  contracting 
its  own  100  investigators  out  to 
smaller  regional  insurers  that  can't 
afford  their  own  fraud  staffs. 

And  28  states  now  have  formal 
insurance  fraud  bureaus,  up  from 
just  8  in  1990.  Bureau  investigators 
work  closely  with  companies  and  rely 

There  are  staged-accident 
rings  of  varying  sizes  in 
virtually  every  U.S.  city. 


heavily  on  the  two  national  databas- 
es. The  bottom  line:  More  bad  guys 
are  about  to  be  caught. 

Columbus,  Ohio-based  Nationwide 
Insurance  Enterprise,  for  instance,  is 
running  a  pilot  project  in  Florida 
with  new  software  that  taps  the 
phone  directory  and  state  incorpora- 
tion records  to  track  suspect  claims 
activities  by  identifying  companies 
and  individuals  that  may  be  listed 
under  several  different  names.  Since 
the  project  began  in  1995, 
Nationwide  has  uncovered  a  half- 
dozen  alleged  fraud  rings. 

Multiple  arrests  in  several  states 
are  coming  soon.  Nationwide  has 
uncovered  a  suspected  international 
staged-accident  scheme  linked  to 
Nigerian  criminals,  and  is  working 
with  law  enforcement  agencies  to 
target  the  crooks,  who  have  filed  $1 
million  worth  of  phony  claims 
against  nearly  100  other  companies. 

Investigations  by  the  California 
Department  of  Insurance  resulted  in 
convictions  that  broke  up  85  fraud 
rings  this  year,  up  from  only  about 
20  in  1991.  In  April  a  Sherman  Oaks 
lawyer,  his  wife  and  four  accomplices 
were  arrested  and  charged  with 
orchestrating  a  $20  million  staged- 
accident  ring  in  South  Central  Los 
Angeles. 

Message  to  the  cheaters:  Big 
Computer  is  watching  you.  m 
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NOBLIAs 
STAR  CLASS 

Appearing  Exclusively  At  The  Following  Locations: 


ALASKA 

ANCHORAGE 
Gold  N  Diamond  Co. 

4300  Old  Seward  Hwy 
907-562-2571 

ARIZONA 

PHOENIX 

The  Watch  Company 

1912  ECamelback  Rd 
602-241-8999 

TUCSON 
Mall  Time 

Tucson  Mall 
520-293-0353 

CALIFORNIA 

ANAHEIM 

Hallock  Coin  &  Jlry  Inc. 

2060  W  Lincoln 
714-956-2360 

ARTESIA 
Highglow  Jewelers 

18618  Pioneer  Blvd 
310-402-0112 

BAKERSFIELD 
Knight's  Jewelers 

8200  Stockdale  Hwy 
805-397-5070 

Taffera  Jirs 

5440  Stockdale  Hwy 
805-324-2248 

BEVERLY  HILLS 
14  Karat  Jewelers 

314  S  Beverly  Dr 
310-551-1212 

BURBANK 
Kessler  Jewelers 

313  N  San  Fernando  Blvd 
818-954-8884 

CANOGA  PARK 
Marvin  Dash  Jewelers 

6600  Topanga  Canyon  Blvd 
818-888-8304 

CITY  OF  COMMERCE 
Nat'l  Time  Trade  Ctr  Inc. 

100  Citadel  Dr  *1 78 
213-724-1020 

COSTA  MESA 
A&Z  Jewelry 

488  E  17th  St 
714-642-7828 

Star  Time 

401  E  17th  St 
714-642-5453 

The  Watch  Connection 

3033  Bristol  St 
714-432-8200 


Time  Zone 

2801  Harbor  Blvd,  Ste  B 
714-850-0223 

GRASS  VALLEY 
Swarthout's  Stucki  Jlrs 

148  Mill  St 
916-272-1266 

HUNTINGTON  BEACH 
Time  Center 

9940  Adams  Ave 
714-962-6220 

LA  MESA 

Blumcnthal's  Jewelers 

8353  La  Mesa  Blvd 
619-463-8663 

LAGUNA  HILLS 
Raffi's  Fine  Jewelry 

24291  Avenida  de  la  Carlota 
714-457-1344 

Watch  Plus 

Laguna  Hills  Mall 
714-583-9282 

LAKE  FOREST 

14K  Jewelry  Mart  Exch 

23704  ElToroRd*6 
714-855-4739 

Watch  Tech 

23647  El  Toro  Rd 
714-859-4411 

LAKEWOOD 
Michael's  Jewelers 

Lakewood  Center  Mall 
310-602-2125 

LOS  ALAMITOS 
Imperial  Jewelry 

11072  Los  Alamitos  Blvd 
310-598-9523 

LOS  ANGELES 
Leslie  Gold  Jlrs 

607  South  Hill  St,  Ste  800 
213-626-3253 

Michael's  Jewelers 

3650  Martin  Luther  King  Blvd 
213-295-0917 

Time  Island 

4001  Wilshire  Blvd 
213-384-7712 

MILP1TAS 

Gold  &  Diamond  Oudet 

104  Great  Mall  Dr 
408-934-1800 

NEWPORT  BEACH 
Time  Center 

4678  Campus  Dr,  Ste  C 
714-476-9489 

ORANGE 
Time  Center 

1715  EKatella  Ave 
714-538-7546 


OXNARD 

Joyeria  Cinco  De  Mayo 

1 20  W  Channel  Island 
805-483-0019 

PALM  SPRINGS 
Rohann's  Jewelers 

125  S  Palm  Canyon  Dr 
619-325-9603 

SAN  DIEGO 

Collins  Family  Jewelers 

8170-EMira  Mesa  Blvd 
619-578-6670 

Watch  Gallery 

4435  La  Jolla  Village  Dr 
619-623-9944 


Gemonte 

1 350  E  Flamingo  Rd 
702-731-1139 

Gilbert  Jewelers 

3655  S  Durango  Dr 
702-341-7293 

MJ  Christensen 

The  Forum  Shops  at  Caesar 
702-734-2300 

NEW  MEXICO 

FARMINGTON 
Garcia  &  Co. 

San  Juan  Plaza 
505-326-7353 


SAN  JUAN  CAPISTRANO     SANTA  FE 

1 4K  Jewelry  Mart  Exch       R&M's  Jewel  Mark 

33955  Dohney  Park  Rd  =A     228  Old  Santa  Fe  Tra.; 


714-488-0172 

SAN  LUIS  OBISPO 
Serengeti  West 

951  Monterey  St 
805-546-8706 

SANTA  BARBARA 
Family  Jewels 

716  State  St 
805-965-6554 

SANTA  MARIA 
Melby's  Jewelers 

109  W  Main  St 
805-925-1678 

VAN  NUYS 
Continental  Coin 

5627  Sepulveda  Blvd 
818-781-2312 

WEST  LOS  ANGELES 
Timeland 

10846  W  Olympic  Blvd 
310-474-5161 

WESTMINSTER 
Tick  Tock 

9200  BolsaAve  =121 
714-892-1625 

WOODLAND  HILLS 
Timekeeper 

22401  Ventura  Blvd 
818-225-1514 

HAWAII 

HONOLULU 

Liberty  House  Fine  Jlry 

Ala  Moana  Ctr 
808-945-5689 

NEVADA 

LAS  VEGAS 
Don's  Jewelers 

3743  Las  Vegas  Blvd 
702-262-6950 


505-820-6304 

OREGON 

PORTLAND 
Joe  Kassab  Jlrs 

12000  SE  82nd  St 
503-653-7767 

Joe  Kassab  Jlrs 

1252  Lloyd  Ctr 
503-282-5333 

WASHINGTON 

KIRKLAND 
O'Day  Gem  Gallery 

123  Lake  St  S 
206-828-4436 

MONROE 
Broughton  Jewelers 

106  E  Main  St 
206-794-7373 

POULSBO 

Dahlquist  Fine  Jewelry 

Poulsbo  Village  S/C 
360-779-3013 

TUKWILA 

International  Jewelers 

921  StranderBlvd 
206-575-3800 

UNION  GAP 
Morgan  Jewelers 

2515  Main  St 
509-452-8858 

VANCOUVER 
Bassam  R.  Kassab 

Vancouver  Mall 
360-944-7875 

YAKIMA 
Morgan  Jewelers 

Yakima  Mall 
509-453-8843 


NOBLIA  '12' METER 

Official  Timepiece  of  the 

1995  Louis  Vuitton  Cup 

Challenger  Races  for  the  America's  Cup 
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Mark  Reynolds 

World  Champion,  1995 


Malin  Burnham 

World  Champion,  1945 


Introducing  A  Gold  Star  As  Rare  As  The  Champions  It  Honors. 


PL 


VlNCE  BRUN 
World  Champion,  1986 


Buddy  Melges 

World  Champion,  1978,  79 


DURWARD  KNOWLES 
World  Champion,  1947 


'4 


Lowell  North 

World  Champion,  1957, 
59,  60,  73 


The  1996  Noblia  Star  Class 

Gold  Star  Limited  Edition 


The  Noblia  Gold  Star  Limited  Edition  timepiece  was  created  to  honor  the  proud  tradition  of 
Star  Class  World  Champions.  Only  999  Noblia  Gold  Stars  have  been  created  worldwide. 
Each  is  carved  from  a  single  block  of  stainless  steel  and  individually  numbered. 
Each  one  has  a  solid  18K  gold  bezel  and  a  gold  star  on  the  dial 
recognizing  the  skill  of  the  world's  finest  skippers. 


NOBLIA, 


Tom  Blackaller 

Vorld  Champion,  1974,  80 


STAR  CLASS 

International  Star  Class" 

NORTH   AMERICAN     |  CHAMPIONSHIPS 


Dennis  Conner 

World  Champion,  1971,  77 
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Australia  II 

1983,  John  Bertrand 


A 


A 


Freedom 

1980,  Dennis  Conner 


Stars  &  Stripes 

1987,  Dennis  Conner 


Columbia 

1958,  Briggs  Cunningham 


Introducing  The  First  12  Meter  For  A  Lady. 


The  Noblia  12'  Meter 

Ladies'  Diamond  Watch 

A  beautiful  interpretation  of  the  original  Noblia '12'  Meter, 
elegantly  proportioned  for  a  lady. 

This  ladies'  timepiece  is  set  with  52  diamonds.  The  bezel  is  solid  18-karat  gold. 
Mother-of-pearl  dial.  Scratch-resistant  sapphire  crystal.  Water-resistant  to  333  feet. 

El 

NOBLIA. 
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C0UR.AGF.0US 
1977,  Ted  Turner 
1974,  Ted  Hood 


Official  Timepiece  of  the 

1995  Louis  Vuitton  Cup 

Challenger  Races  for  the  America's  Cup 


Weatherly 

1962,  Bus  Mosbacher 


| 

Constellation 

1964,  Boh  Bavier 
&EricRidder 


Intrepid 

7967,  Bus  Mosbacher 
1970,  BillFicker 


From  sunny  Sonoma  Valley,  a  sunny  tale  of  how 
an  industry  pitched  in  to  help  a  competitor  in  trouble. 

For  whom 
the  bell  tolls 


By  Rita  Koselka 


Carmenet's  Michael  Richmond  and  winemaker  Jeffrey  Baker 

They  guarded  the  winery  from  the  fire  all  night,  taking  naps  in  their  cars. 


Tin  Carmknkt  vinkyard,  belonging 
to  the  Napa,  Calif,  based  Chalonc 
Wine  Group,  c  arves  sinuously  ac  ross 
the  Mayacamas  mountains  above 
Sonoma  Valley.  This  beautiful  spot 
became  a  scene  of  horror  in  July 
when  flames  raced  through  the  grass 


es  and  mulch  that  prevent  soil  ero 
sion  on  the  steep  slope  s    I  he  searing 
heat  killed  the  vines  and  roaste  d  the 
ripening  cabernet  sauvignon,  caber 
net  franc  and  mcrlot  grapes. 

Managing  director  Michael  Rich 
mond,  winemaker  Jeffrey  Baker  and 


1 1 1 ree  othet  employees  hosed  dow  n 
the  rooJ  oi  the  winery  to  keep  h  from 
.ate  hm;',  fire  and  spenl  the  night 
guarding  it.  Tree  branches,  aglow  like 
huge  charcoal  chunks,  threatened 
them.  The  winery  survived,  but  75% 
of  Carmenet's  valuable  crop  was 
destroyed. 

But  this  LS  1101  a  Story  about  a  lire. 
It  is  a  man  bites  dog  Story  aboul  how 
Chalone's  competitors,  instead  of 
taking  advantage   of  its  setback, 
pitched  in  to  help  it  recover. 

The    loss    was    a    disaster  for 
Carmcnet.  Two  years  of  poor  liar 
vests  had  pushed  prices  ofhigh  qua! 

ilY  grapes  Irom  about  $1,100  a  ton  in 

1994  to  over  $1,800.  The  losi  grapes 
represented  just  1 0%  of  <  lhalone's 

volume  but   some  of  its  highest 

margin  and  fastest  growing  wines. 

The  day  after  the  fire  Joel  Peter 
son,  of  the  competing  Ravenswood 
Winery,  got  on  the  phone.  Within 
hours    Carmenel    was  receiving 

pledges  for  grapes.  The  Sonoma 

Vallcv  Vintners  &  Growers  Alliance 
fired  off  a  letter  to  its  135  members 

and  was  Hooded  with  oilers  "Even 
the  smallest  growers  with  only  an 

acre  called,"  says  Executive  Directoi 
Christine  Finlay.  "  They  all  thought  it 
could  have  been  them."  Benziger, 
ECunde  and  other  locals  sold  grapes  to 
Chalone  even  though  it  shaved  then- 
own  production  ofhigh  pi  iced  wines 

and  the  profits  from  thai  production. 

The  incident  revealed  a  sense  oi 
community  among  the  competing 

producers  of  high  priced  wine. 
"Everyone  figures  that  the  lifestyle, 
and  growing  your  own  share  of  the 
pie,  is  what  we  worry  about,"  says 
Ravenswood's  Peterson,  "It's  to  my 
advantage  to  have  Carmenel  around. 
They're  good  people,  they  produce 

good  wine,  and  they're  out  in  the 

market  supporting  the  stuff  1  believe 
in."  Peterson  says  upper  end  wines 
don't  enjoy  much  brand  loyalty.  The 
c  ustomers  are  brow  se  rs  They  want  a 
Carmenel  cabernet  tonight,  a 
Ravenswood  zinfandel  tomorrow  ,  .1 
Talbott  chardonnay  the  day  after. 
What  they  want  is  general  availability. 
In  that  sense  the  premium  wines  are 

not  so  much  competitors  as  cOlhptc 
mentary  parts  of  the  market.  "By  sell 
ing  their  |  Chalone's  |  wine,  I'm  m 
effect  selling  my  own,"  says  Peterson. 
Chalone  was  founded  in  1966  by 
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Chalone  Chief  Financial  Officer  William  Hamilton  and  Chief  Executive  W.  Philip  Woodward 
Their  competitors'  help  kept  the  fire  from  incinerating  Chalone's  turnaround. 


Richard  Graff.  Chief  Executive  W. 
Philip  Woodward  joined  from 
Touche  Ross  in  1972.  In  1984,  with 
the  help  of  venture  capitalist  William 
Hambrecht,  a  Chalone  board  mem- 
ber and  founder  of  San  Francisco 
investment  bank  Hambrecht  & 
Quist,  Chalone  became  the  only  pub- 
licly traded  winery  in  the  country. 
"We  raised  $5  million  with  only  $1.7 
million  in  sales,"  says  Woodward. 

To  be  sure,  shareholders  got  more 
than  just  the  promise  of  capital  appre- 
ciation. They  got  discounts  of  up  to 
30%  off  Chalone's  wines.  Investors 
come  from  across  the  country  for  its 
lavish  annual  shareholder  party  in 
May  and  the  chance  to  luxuriate  in  a 


fantasy  of  the  winemaker's  life. 

As  it  turned  out,  those  perks  were 
about  it.  With  the  fresh  capital, 
Woodward  and  Graff  went  on  a 
spree,  buying  Acacia,  a  maker  of  pre- 
mium chardonnays  in  1986,  and 
Canoe  Ridge  Vineyard  in  Washing- 
ton in  1988.  They  further  leveraged 
the  business  by  issuing  convertible 
debentures,  part  of  which  were  used 
to  buy  an  11%  stake  in  the  presti- 
gious Les  Domaines  Barons  de  Roth- 
schild (DBR),  the  wine  company 
owned  by  the  Lafite  Rothschild 
family. 

The  wine  market  slowed  in  the 
early  1990s,  and  Chalone  lost  a  com- 
bined $1.4  million  in  1992  and 


1993.  It  barely  broke  even  the  subse- 
quent two  years.  The  stock  lan- 
guished at  around  $5  a  share,  well 
below  its  $8  offering  price. 

Woodward,  who  with  his  family 
owns  6%  of  Chalone,  woke  up  from 
his  own  fantasy.  He  slashed  his  salary 
and  those  of  Graff  and  Chief  Finan- 
cial Officer  William  Hamilton  and 
started  charging  shareholders  $65  for 
the  annual  bash.  He  converted 
DBR's  debentures  into  a  41%  equity 
stake  in  Chalone  and  exchanged 
Chalone's  11%  of  DBR  for  a  24% 
holding  in  its  Chateau  Duhart-Milon 
vineyard  in  Pauillac,  France.  Chalone 
has  earned  $240,000  (pretax)  from 
the  Chateau's  earnings  so  far  in  1996. 

At  the  time,  Carmenet  was  the  lag- 
gard among  Chalone's  brands.  It 
produced  high-priced  (about  $40  a 
bottle,  retail)  red  and  white  wines. 
Aged  in  moist  caves  dug  into  the  vol- 
canic rock  of  the  Mayacamas,  these 
wines  had  a  French  sophistication — 
more  tannin,  less  fruit.  Too  dry  for 
less-educated  American  tastes. 

In  1993  Woodward  sent  in  Rich- 
mond, one  of  the  founders  of  Acacia. 
Richmond  introduced  a  rich,  grapey, 
lower-priced  ($16,  retail)  wine,  called 
Carmenet  Dynamite  Cabernet.  Last 
year,  just  two  years  after  its  introduc- 
tion, the  wine  sold  20,000  cases. 
Winemaker  Baker  also  gave  the  better 
wines  a  softer  taste,  partly  by  reduc- 
ing the  tannin  during  the  winemak- 
ing  process. 

Chalone's  sales  of  the  higher- 
priced  wines  almost  doubled  last  year. 
Carmenet  went  from  the  least  prof- 
itable of  Chalone's  brands  to  one  of 
its  best  performers  in  1995.  Although 
it  constitutes  only  10%  of  Chalone's 
volume,  its  wines  are  some  of  the 
highest-margin  and  fastest  growing 
products  and  helped  Chalone  turn 
the  profit  corner.  Earnings  went  from 
a  loss  of  $221,000  for  the  first  nine 
months  of  1995  to  a  profit  of  $1.5 
million  on  sales  of  $22  million  for  the 
first  nine  months  of  this  year.  The 
stock  is  up  to  10^. 

Far  from  feeling  threatened  by  this 
success,  Chalone's  competitors  un- 
derstand that  anything  that  bolsters 
the  market  for  premium  California 
wines  helps  them,  too.  "There's  a 
camaraderie  in  the  wine  country  that 
you  don't  find  everywhere,"  boasts 
Woodward.  H 
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Heading  Toward 
the  Top  Ten 


1  he  World  Bank  predicts  that  by 
I    I  the  year  2020,  Thailand  will 

rank  among  the  world's  top  ten 
economies.  Long  gone  are  the 
days  when  the  kingdom  was 

■  .  regarded  as  a  backwater  and 
jhn  inexpensive  offshore  manufactur- 
ing base.  Thailand  is  now  an  indus- 
trial giant:  Southeast  Asia's  biggest 
jiutomaker,  a  leading  international 
producer  of  electronics  and  comput- 
er components,  self-sufficient  maker 
hf  petrochemicals  and  a  global  sup- 
plier of  foodstuffs. 

Thailand's  progress  since  1961 
lias  been  charted  by  a  series  of 
live-year  development  plans.  The 
Jlrst  set  the  tone  and  agenda  for 
Ihe  ones  that  followed,  and  the 
country's  average  annual  GDP 
ferowth  of  7.8%  over  the  past  30 
rears  indicates  that  the  economic 
poals  set  in  these  blueprints  have 
been  met  to  a  large  degree:  Per 

•apita  annual  income  rose  from 

584  to  $2,720  between  1961  and 
1995,  physical  and  social  infrastruc- 
ture have  been  vastly  improved, 
hnd  Thailand  has  achieved  interna- 

ional  standards  of  credit  worthi- 
ness and  impressive  progress  in 
Industrialization. 

In  October  1996,  Thailand 
embarked  upon  its  eighth  five-year 
plan,  a  program  that  will  take  the 
country  into  the  21st  century. 
Given  Thailand's  economic  expan- 
sion and  the  role  it  has  to  play  in 

he  emerging  economies  of  its 
immediate  neighbors  —  Vietnam, 
jvlyanmar,  Cambodia,  Laos  and 
Southern  China  —  this  is  a  vital 
period,  and  much  depends  on  the 
manner  in  which  the  "macro  plan" 

s  implemented. 

The  eighth  plan  represents  a 
major  focus  shift  from  those  preced- 

ng  it,  by  stressing  human  resource 
I  development  as  an  integral  part  of 
j  he  country's  future. 

National  Economic  and  Social 

Development  Board  Chairman  Dr. 
hippanondha  Ketudat,  chief  archi- 
tect of  the  plan,  says  that  the  main 
iim  of  the  earlier  programs  was  to 
create  macroeconomic  stability.  The 
pighth  plan  has  had  much  broader 
participation  in  its  design:  Local 
community  leaders,  nongovern- 
nental  organizations  and  private 


companies  have  all  contributed 
ideas  in  brainstorming  sessions 
held  around  the  country  during  a 
two-year  period. 

"Private  support  has  funded 
independent  research  in  areas  of 
education  and  human  resource 
development,"  he  says.  "All  this  was 
incorporated  into  the  plan,  along 
with  strategies  for  solving  problems 
faced  by  Thai  people.  That's  why 
we  can  say  that  this  is  the  first  'peo- 
ple-centered' plan." 

Sippanondha  says  this  plan  will 
change  the  direction  of  develop- 
ment in  Thailand,  as  it  recognizes 
the  forces  of  the  market  and  of 
information  technology,  and  also 
that  Thai  people  must  be  flexible 
and  acquire  new  skills  if  they  are  to 
solve  their  problems  and  build  a 
sound  and  rewarding  future.  The 
private  sector  has  a  major  role  to 
play  in  this. 

"Whereas  past  plans  didn't 
mobilize  resources  from  the  private 
sector,  this  is  now  a  major  goal. 
Industry,  education  and  the  informal 
sector  will  be  more  effectively 
tapped  and  channeled  through 
incentives.  In  fact,  human  resource 
development  and  other  social 
aspects  will  be  financed  through  tax 
incentives,  higher  budget  priorities 
and  other  schemes,"  he  explains. 

Although  the  plan  itself  is  not  a 
financial  one,  it  provides  strategies 
and  targets  that  government  depart- 
ments must  take  into  account  when 
they  themselves  plan  and  draw  up 
budgets. 

On  the  effectiveness  of  the  past 
plans,  Sippanondha  says  that  if  you 
look  at  Thailand's  modern  history, 
even  as  governments  change,  each 


one  has  followed  closely  the  basic 
policy  recommendations  of  succes- 
sive national  plans. 

"That's  because  in  a  country 
like  ours,  where  the  political  party 
system  is  not  developed,  certainly 
not  along  ideological  lines,  govern- 
ments rely  on  the  plan  to  provide 
them  with  a  broad  policy  frame- 
work. The  plans  have  provided  sta- 
bility and  continuity,  which  explains 
why  Thailand  has  been  so  consis- 
tent in  its  macroeconomic  policies 
through  a  series  of  very  different 
governments  and  even  during  peri- 
ods of  political  instability,"  he  says. 
"National  plans  play  an  important 
role  here  that  doesn't  exist  in  the 
West." 

Sippanondha  adds  that  the  pri- 
vate sector  is  in  the  best  position  to 
know  the  areas  in  which  skill  short- 
ages are  most  severe,  and  that  many 
universities  and  training  schools  are 
already  cooperating  with  industry  to 
train  people  in  the  most  crucial 
areas.  This  private/public  coopera- 
tion will  be  further  boosted  and 
encouraged  with  more  incentives 
under  the  new  plan. 

As  for  those  considering  invest- 
ing in  Thailand  right  now,  he  says 
that  Thailand  has  many  strengths: 
"But  I  think  its  basic  social  stability 
and  free  market  approach  underlie 
everything.  You  know  what  you're 
getting  here.  You  know  there  is  a 
system  that  allows  governments  to 
change  without  disrupting  economic 
policies,  and  you  don't  have  to 
worry  about  civil  wars  or  issues  of 
succession.  There  are  many  oppor- 
tunities. And  with  60  million  people, 
there's  lots  of  scope  for  human 
resource  development." 


Energetic  Expansion 


s  there  a  future  for  coal  in 
Thailand?  The  answer  is  "yes," 
and  more  so  than  ever  before. 
Thailand's  surging  industrial 
development  needs  energy,  and 
■  development  of  the  power  gen- 
eration sector  is  one  of  the  prime 
policies  of  the  government. 

Peak  electricity  consumption, 
which  has  reached  an  annual  level 
of  12,500  megawatts  in  Thailand,  is 
forecast  to  continue  rising  at  the 
rate  of  at  least  10%  a  year.  Private 
industry  continues  as  the  major 
energy  user,  accounting  for  45%  of 
total  consumption.  By  2030,  it  is 
estimated  that  industrial  electricity 
consumption  will  have  reached  over 
17  times  its  1990  level,  with  the 
non-metallic,  fabricated  metals  and 
basic  metal  industries  continuing  to 
utilize  over  two-thirds  of  total  con- 
sumption. 

In  the  face  of  rising  demand  for 
energy,  the  Electricity  Generating 
Authority  of  Thailand  (EGAT)  is 
aiming  to  diversify  energy  sources. 
In  its  long-term  sourcing,  the 
agency,  which  is  in  the  process  of 
privatizing  itself,  has  excluded 
nuclear  power,  which  is  still  not 
acceptable  to  the  public,  as  well  as 
natural  gas  and  liquefied  natural 
gas,  which  the  agency  considers 
limited  in  supply  and  potentially 
overpriced.  In  spite  of  the  country's 
present  reliance  on  petroleum, 


EGAT  considers  it  too  prone  to 
international  price  fluctuations  for 
stable  long-term  planning. 

For  EGAT,  the  alternative  show- 
ing strong  potential  is  coal.  Reserves 
of  quality  coal  in  the  world  market 
are  abundant,  and  production  costs 
are  low.  Moreover,  the  impact  on 
the  environment  of  sulfur  dioxide 
emissions  from  burning  coal  can  be 
reduced  to  world  emission  stan- 
dards by  altering  existing  power 
plants  and  by  building  the  new 
power  stations  to  relevant  interna- 
tional standards. 

Thailand  is  itself  a  coal-produc- 
ing country,  although  its  reserves 
are  almost  entirely  of  lignite  — 
"brown  coal"  —  and  tend  to  be 
high  in  sulfur  content  and  low  in 
heating  quality.  Banpu  Public 
Company  Ltd.  is  Thailand's  largest 
coal  company.  A  relatively  young 
organization,  it  was  founded  in  1983 
with  a  modest  200,000  tons-per-year 
of  production.  However,  demand 
for  Banpu  has  grown  so  much  that 
the  company,  which  was  listed  on 
the  Stock  Exchange  of  Thailand  in 
1989,  will  this  year  market  over  four 
million  tons  of  coal.  And  in  many 
ways,  this  is  just  the  beginning. 

Halfway  through  a  ten-year  con- 
tract to  assist  EGAT  to  mine  lignite 
from  the  Mae  Moh  opencast  mine  in 
Northern  Thailand,  Banpu  is  already 
a  major  player  in  the  energy  sector. 


r  i'  * 

Chanin  Vongkusolkit 

However,  the  kingdom's  coal 
reserves  are  limited,  in  addition  to 
being  of  relatively  low  quality. 
Banpu's  policy  therefore  has  been 
to  source  high-quality  coal  from 
overseas,  primarily  Indonesia  and 
Australia.  The  company  has  located 
sizable  coal  reserves  in  Sumatra  anc 
Kalimantan  and  plans  to  start  pro- 
duction by  early  1998  with  initial 
annual  production  of  about  one  mi 
lion  tons. 

In  addition,  Banpu  has  investec 
in  Oakbridge  Ltd.,  a  major  coal  min 
ing  company  in  New  South  Wales, 
Australia,  with  over  one  billion  tons 
of  high-quality  coal  resources  to 
secure  a  long-term  supply  for 
Thailand. 

In  the  fiscal  year  ended  in  June 
1996,  the  company  imported  nearly 
one  million  tons  of  coal.  With 
future  needs  being  met  by  imports, 
the  forecast  is  that  in  the  next  five 
years  Thailand  will  buy  some  sever 
million  tons  for  industrial  use. 
Banpu  is  set  to  achieve  50%  of  that 
volume. 

Although  Thai  industry,  particu- 
larly the  nation's  cement  plants,  has 
always  been  a  large  user  of  coal, 
the  new  area  of  use  will  be  for 
power  generation.  In  order  to 
provide  enough  electricity  for 
Thailand's  needs,  the  government 
has  recently  given  the  green  light  tc 
the  private  sector  to  build  power 

Bucket  wheel  excavator  at 
Mae  Moh 


Central  utilities  plant  at  Mab  Ta  Phut 


plants  and  sell  the  output  to  EGAT 
for  use  on  the  national  grid.  The 
private  sector  falls  into  the  Small 
Power  Producer  (SPP)  and 
Independent  Power  Producer  (IPP) 
sectors. 

The  SPP  plants  are  expected  to 
be  major  consumers  of  coal:  The 
first  is  due  to  begin  operating  in 
1998  and  will  use  approximately 
one  million  tons  of  imported  coal 
annually.  Within  five  years,  it  is  pre- 
dicted that  coal  demand  from  the 
SPP  plants  will  reach  over  two  mil- 
lion tons  a  year. 

Under  the  IPP  program,  import- 
ed coal  will  also  be  used.  Estimates 
are  that  by  2001  there  will  be  at 
least  2,000  megawatts  coming  from 
the  IPPs  and  that  they  will  be  using 
around  six  million  tons  a  year. 

Recognizing  that  power  genera- 
tion was  going  to  be  a  key  to 
Thailand's  further  industrial  devel- 
opment, Banpu  has  itself  moved 
into  the  power  generation  sector. 
Through  its  55.5%  owned  sub- 
sidiary, the  Cogeneration  Public 
Company  Ltd.  (CoCo),  which  was 
listed  on  the  Thai  Stock  Exchange 
in  February  this  year,  Banpu  has 
been  an  early  and  successful  pio- 
neer of  cogeneration  in  Thailand. 

CoCo  is  involved  in  a  two- 
phase,  300-megawatt  electricity  and 


steam  cogeneration  project  on  the 
country's  Eastern  Seaboard,  the 
prime  industrial  region:  400  tons- 
per-hour  of  steam  and  120 
megawatts  of  electricity  are  sold  to 
petrochemical  and  other  plants, 
while  180  megawatts  of  electricity 
are  sold  to  the  national  grid.  It  is 
the  first  and,  at  present,  only  indus- 
trial utilities  supplier  in  Mab  Ta  Phut 
Industrial  Estate,  where  most  of  the 
country's  petrochemical  industries 
are  situated. 

CoCo  has  additionally  launched 
the  first  step  of  its  third  phase  with 
the  installation  of  a  70-megawatt 
cogeneration  plant  to  be  in  service 
by  the  end  of  the  first  quarter  of 
1997.  The  plant  will  also  be  capable 
of  producing  160  tons-per-hour  of 
steam. 

Besides  CoCo's  own  activities, 
Banpu  itself  has  entered  the  IPP  pro- 
gram, having  teamed  up  with  lead- 
ing international  energy  sector  com- 
panies to  bid  for  the  constmction 
and  operation  of  two  power  stations. 
Both  bids  have  been  shortlisted. 

Geographically  surrounded  by 
emerging  economies,  Banpu  sees 
great  promise  for  energy  in  other 
countries  around  the  region.  The 
company  is  therefore  following  a 
strategy  of  locating  minerals  and 
energy  resources  elsewhere,  in  addi- 


tion to  the  two  coal-development 
projects  it  currently  has  in 
Indonesia.  Vietnam  and  Laos,  in 
particular,  are  the  focus  of  explo- 
ration, and,  in  the  meantime,  more 
exploration  and  discussions  are  tak- 
ing place  in  both  Indonesia  and 
Australia. 

Banpu  sees  much  continuing 
potential  in  Thailand's  energy  sec- 
tor. Strong  growth  in  demand  is 
expected  to  continue,  and  in  fact 
has  to  do  so,  because  of  the  coun- 
try's relatively  low  consumption  rate 
of  only  around  945  kilowatts  per 
hour,  a  figure  that  is  significantly 
lower  than  that  of  neighboring 
Malaysia,  which  is  at  a  comparable 
stage  of  economic  development. 
And  it  has  to  be  borne  in  mind  that 
the  kingdom's  consumption  rate  is 
only  one-tenth  that  of  the  U.S. 

To  maximize  its  own  potential, 
Banpu  has  implemented  a  new 
management  structure  based  on 
business  clusters  and  delegated 
authority.  Under  the  company's 
President,  Chanin  Vongkusolkit, 
there  are  now  four  major  core 
operating  divisions,  or  business 
groups,  namely:  coal  and  minerals; 
engineering  services;  utilities, 
which  concentrates  on  steam  and 
power  generation;  and  international, 
which  oversees  the  further  expan- 
sion of  Banpu  overseas.  An  inten- 
sive training  program  for  its  staff  is 
ongoing,  to  further  internationalize 
the  company. 

Banpu  is  now  moving  ahead 
strongly  to  implement  key  projects 
related  to  coal  resources,  port 
development,  transportation  and 
power  projects.  With  the  National 
Economic  and  Social  Development 
Board  forecasting  that  in  the  next  15 
years,  20,523  megawatts  of  power 
plants  need  to  be  developed,  the 
watchword  is,  indeed,  "energy." 

BANPU 

25th-28th  Floors,  Grand  Amarin  Tower, 
1550  New  Petchburi  Road,  Bangkok 
10310,  Thailand.  Tel:  (662)  207  0688, 
Fax:  (662)  207  0695 
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Few  guessed  in  1983  that  a  small  company 
formed  to  supply  IBM  computers  and  software 
to  government  agencies  and  state  enterprises 
would  grow  within  a  few  years  to  be  Thailand's 
leading  —  and  some  would  say  most  innovative 
—  communications  conglomerate. 

Shinawatra  Computer  and  Communications 
Public  Company  Ltd.,  which  was  originally 
founded  with  less  than  $1  million,  is  now  a 
giant  with  interests  covering  five  areas  of 
telecommunications  concerns  and  23  compa- 
nies. 

The  group's  founder,  Thaksin  Shinawatra, 
Ph.D.,  foresaw  the  trend  toward  telecommuni- 
cations growth  in  Thailand  and  Southeast  Asia, 
and  others  have  since  followed  suit.  The  origi- 
nal company  diversified  in  1985  to  encompass 
both  telecommunications  and  broadcasting, 
with  the  foundation  of  the  International 
Broadcasting  Corporation  Pic.  (IBC).  This  com- 
pany successfully  bid  for  a  20-year  concession 
to  operate  Thailand's  first  subscriber-based, 
commercial-free  television  network.  It  has 
since  moved  from  strength  to  strength  and  is 
listed  on  the  Stock  Exchange  of  Thailand. 

Always  in  the  technological  vanguard  of 
broadcasting,  IBC  has  introduced  direct-to- 
home  television  using  the  high-frequency  Ku 
Band  offered  by  Shinawatra's  Thaicom  satel- 
lites to  bring  added  convenience  to  subscribers 
around  the  country. 

The  establishment  of  Advanced  Info 
Service  Pic.  with  $200,000  in  1986  heralded  the 
approach  of  a  technological  tidal  wave  to 
Thailand's  shores.  The  advent  of  the  country's 
first  mobile  telephone  by  the  company  in 
1990,  using  a  Nordic-type,  900  MHz  system, 
was  the  beginning  of  a  new  era  for  fast,  con- 
venient and  inexpensive  mobile  communica- 
tions in  Thailand. 


Not  content  with  this  groundbreaking 
achievement,  the  company  went  ahead  in  1994 
with  the  introduction  of  the  digital  Global 
System  for  Mobile  Communications  (GSM). 
With  an  increase  of  profits  by  over  60%  in 
1994,  it  is  currently  pursuing  plans  for  a  series 
of  international  roaming  agreements  to  allow 
Thai  subscribers  access  to  global  communica- 
tions networks. 

Shinawatra's  investments  in  broadcasting 
and  cellular  communications  began  to  take  on 
a  more  global  aspect  in  1991,  when  the 
Ministry  of  Transport  and  Communications 
awarded  its  satellite  company  a  30-year  con- 
cession to  operate  Thailand's  first  communica- 
tions satellite.  With  the  launches  in  rapid  suc- 
cession of  Thaicoms  I  and  II,  the  group's  con- 
cept of  "one  world,  one  sky"  began  to  take 
definite  shape.  With  all  transponders  currently 
leased  out  to  various  public  users,  the  interest 
of  regional  and  international  organizations  has 
been  sparked  in  the  planned  1997  launch  of 
Thaicom  III  and  its  backup,  Thaicom  IV. 

A  company  like  Shinawatra,  brimming  over 
with  telecommunications  experience,  found  its 
next  step  a  natural  development  of  its  plans  to 
broadcast  from  space  to  neighboring  countries 
under  the  Thaicom  footprint.  An  international 
investment  arm,  Shinawatra  International  Public 
Company  Ltd.,  was  set  up  in  1992  for  the  pur- 
pose of  searching  out  potential  business  in 
Southeast  Asia  and  those  Pacific  Rim  countries 
where  assistance  was  needed  in  the  develop- 
ment of  telecommunications  infrastructure.  The 
company  has  been  at  the  forefront  of  techno- 
logical advances  in  the  countries  in  which  it 
has  invested,  namely  Cambodia,  Laos,  the 
Philippines  and  India,  providing  essential  ser- 
vices that  will  lay  the  groundwork  for  those 
countries'  future  economic  growth. 


For  more  information  about  the  Shinawatra 
Group,  please  contact: 

Corporate  Affairs, 
Shinawatra  Computer  and  Communications 
Public  Co.,  Ltd.,  18th  Floor,  Shinawatra  Tower, 
Phahyolothin  Road,  Phayathai, 
Bangkok  10400,  Thailand 
Tel.-  (662)  299  5000,  Fax:  (662)  299  5319 
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Marching  onward  with  a  flying  flag. 


Telecommunications  plays  a  decisive  role  in  strengthening  Thailand's  position  in  the  global  marketplace.  Shinawatra 
Group,  a  group  of  Thai  companies  with  Thai  management,  strongly  believes  that  modern  communication  systems  will 
maximize  the  competitiveness  of  the  Thai  people  and  Thailand.  To  promote  Thailand  to  be  the  center  of  telecommuni- 
cations technology  in  this  region,  Shinawatra  Group  has  actively  participated  in  the  improvement  of  communications 
infrastructure  projects  both  at  home  and  abroad.  Shinawatra  Group  has  been  granted  various  telecommunications  con- 
cessionary projects  in  the  Philippines,  India,  Laos  and  Cambodia,  and  we  expect  more  to  come  in  the  near  future.  With 
strong  determination  and  commitment,  we  are  striving  to  bring  worldwide  recognition  and  fame  to  the  Thai  people. 


^mpr  GROUP 
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1  rom  a  few  packets  of  vegetable 
•  seeds  to  communications  satel- 
J  lites  is  a  giant  leap  by  anybody's 
standards,  but  this  is  only  part 
of  the  Charoen  Pokphand  story. 
Such  has  been  the  CP  Group's 
pattern  of  growth  that  the  organiza- 
tion is  now  being  heralded  as  one 
of  the  new  style  of  indigenous  cor- 
porations in  Asia,  companies  that 
owe  little  to  Western  ways  of  operat- 
ing and  that  are  helping  to  change 
the  face  of  the  region. 

CP  is  Thailand's  largest  conglom- 
erate. Further,  it  is  emerging  as  one 
of  Asia's  most  powerful  concerns. 
Fourteen  companies  are  publicly 
traded:  six  in  Bangkok,  one  each  in 
Taipei  and  Shanghai,  two  in  Jakarta, 
three  in  Hong  Kong  and  one  in  New 
York.  In  the  last  three  years,  annual 
revenue  from  the  group's  publicly 
traded  companies  has  increased 
tremendously,  standing  at  $7.6  billion 
in  the  1994  fiscal  year.  More  than 
100,000  people  draw  CP  paychecks 
in  20  countries. 

All  this  has  made  the 
Chearavanont  family  the  wealthiest 
in  Thailand.  In  1995  Forbes  put  their 
combined  net  worth  at  about  $5.5 
billion.  Earlier  this  year,  CP  Chairman 
Dhanin  Chearavanont  was  rated  by 
Asiaweek  magazine  as  one  of  the  50 
most  powerful  people  in  Asia.  It  is 
all  a  very  long  way  from  the  day,  75 
years  ago,  when  Dhanin's  father 
Chia  Ek  Chor  left  Shantou  in  south- 
ern China  and  migrated  to  Bangkok. 
He  brought  with  him  vegetable 
seeds  from  his  family's  farm  and 
founded  a  modest  business,  which 
remained  a  small  family  concern 
until  1953,  when  Chia's  eldest  son 
Jaran  set  up  a  feed  mill  for  chickens 
and  registered  the  company  under 
the  name  Charoen  Pokphand. 

Today,  Thailand  is  a  global  play- 
er in  the  food  business.  The  country 
is  the  world's  second-largest  exporter 
of  frozen  chickens,  due  primarily  to 
CP's  vast  operations.  The  policy  has 
been  to  use  a  fully  integrated 
approach,  and  the  same  method  has 
been  used  for  CP's  shrimp  farming 
business,  the  success  of  which  has 
helped  Thailand  become  the  world's 
biggest  exporter  of  frozen  shrimps 

-  a  $2  billion-a-year  export  earner. 
Export  success  has  allowed  the 


company  to  invest  in  feed  mills  and 
chicken  breeding  in  Indonesia, 
Singapore,  Malaysia,  Taiwan  and 
China,  and  it  now  ranks  as  Asia's 
largest  agro-industrial  group. 

With  high  technology,  such  sci- 
entific growth  areas  as  biotechnology 
and  the  newly  emerging  industries 
very  much  in  mind,  CP  has  evolved 
into  a  giant  concern  with  nine  core 
divisions:  agro-industry,  seeds  and 
fertilizers,  aquaculture,  trading,  petro- 
chemicals, property,  marketing  and 
distribution,  automotive  and  industri- 
al products  and  telecommunications. 

CP's  ninth  and  newest  indepen- 
dent group  is  TelecomAsia,  which 
was  initially  formed  to  install  2.6  mil- 
lion telephone  lines  in  Bangkok  and 
which  has  since,  in  true  CP  style, 
integrated  vertically  and  horizontally 
and  is  now  involved  in,  among  other 
ventures,  cable  television,  interactive 
media,  on-line  electronic  networks 
and  communications  satellites.  The 
group  is  also  part  of  the  Fiber  Link 
Around  the  Globe  multinational  con- 
sortium that  is  laying  a  fiber-optic 
cable  to  link  Europe  and  the  Middle 
East  with  Southeast  Asia. 

Following  back  in  his  father's 
footsteps,  Dhanin  has  propelled  the 
CP  Group  firmly  into  China,  where 
it  is  generally  estimated  to  be  the 
largest  foreign  investor.  CP  has  more 
than  100  projects  in  operation  in 
China,  including  89  animal  feed  fac- 
tories, three  motorcycle  plants  man- 
ufacturing the  popular  Xingfu  motor- 
bike, two  breweries,  a  cosmetics  fac- 
tory and  numerous  chicken  farms. 
Total  revenue  from  China  is  current- 
ly around  $3  billion  a  year,  growing 
at  an  average  of  25%  a  year. 

Dhanin  in  September  announced 
that  the  group  plans  to  invest  a  fur- 
ther $1  billion  in  China  over  the  next 
five  years  in  a  wide  range  of  indus- 
trial and  commercial  projects,  most 
of  them  joint  ventures  with  other 
blue-chip  Thai  companies. 

The  nine  major  groups  within  the 
CP  conglomerate  are  controlled  by 
nine  different  people,  each  with  full 
authority,  allowing  Dhanin  to  concen- 
trate on  what  he  now  enjoys  best  — 
looking  to  the  future  and  planning  for 
the  group's  move  into  new  fields.  He 
is  optimistic  that  Thailand  can  main- 
tain its  position  as  one  of  the  world's 


Dhanin  Chearavanont 

fastest-growing  economies,  citing 
among  other  reasons  the  country's 
strategic  location  in  Southeast  Asia. 

Looking  ahead  into  the  next  cen- 
tury, the  company  is  concentrating  on 
the  industries  of  the  future.  Dhanin 
says  that  in  addition  to  maintaining  its 
present  agribusiness  base,  CP  will 
expand  further  into  telecommunica- 
tions and  its  related  fields.  It  will  con- 
tinue to  be  a  major  player  in  petro- 
chemicals, a  sector  in  which  Thailand 
has  now  emerged  as  a  regional  force. 
On  property,  he  says,  they  are  always 
bullish  on  such  developments  as 
malls,  offices  and  housing.  The  CP 
Group  will  also  concentrate  further 
on  "modern  retailing  and  wholesale," 
he  says,  which  include  hypermarkets 
and  superstores. 

On  the  home  front,  meanwhile, 
the  group  plays  a  very  active  role  in 
Thai  society,  including  the  provision 
of  scholarships  at  university  and 
secondary  levels,  operating  an 
apprentice  school  in  association 
with  the  King  Mongkut  Institute  of 
Technology  to  help  upgrade  techni- 
cal skills  in  the  rural  areas,  charity 
works  such  as  an  annual  blood 
donor  campaign  and  a  major  refor- 
estation project.  Internationally,  for 
several  years  CP  has  been  a  sup- 
porter of  the  International  Math  and 
Science  Olympiads. 

Despite  the  vast  size  of  the 
CP  Group  empire,  Dhanin 
Chearavanont  is  adamant  that  the 
policy  of  building  the  business 
through  personal  relationships  will 
continue.  Certainly,  this  is  how  CP 
grew  in  the  first  place,  and  how  it 
maintains  its  access  to  the  expand- 
ing markets.  The  CP  Group's  extra- 
ordinary political  and  commercial 
muscle  throughout  the  region  also 
demonstrates  that,  in  the  new  Asia, 
this  is  indeed  how  things  are  done. 


Charoen  Pokphand  Group 
CP  Tower 
313  Silom  Road 
Bangkok  10500,  Thailand 
—  ^  Tel:  (662)  231  0221-50 
ROV)Y  Fax:  (662)  231  0212 


There  are  three  good  reasons  Avon  Products  may 
soon  have  a  female  chief  executive  officer. 

The  makeover 


By  Dyan  Machan 

"We're  a  direct-selling  machine," 
boasts  James  Preston.  "I'd  hate  to  be 
in  retail."  The  63-year-old  chief  exec- 
utive of  New  York  City- based  Avon 
Products,  Inc.  sounds  positively 
cocky.  With  2.2  million  Avon  Ladies 


now  out  selling  for  it,  Avon  has 
adjusted  neatly  to  the  demographic 
change  that  nearly  wrecked  it:  As  its 
potential  customers  left  the  kitchen 
for  the  work  force,  Avon  Ladies  were 
finding  that  no  one  was  at  home 


when  they  pressed  the  doorbell.  But 
now  about  50%  of  all  Avon  sales  calls 
are  made  at  the  workplace. 

"There  are  more  women  in  the 
work  force,"  says  Preston.  "They  have 
more  financial  clout,  but  less  time.  We 
are  now  in  the  position,  by  phone,  fax 
and  mail,  to  get  cosmetics  to  them — 
to  deliver  by  hand  to  home  or  office 
at  a  value  they  can't  beat." 

Preston  recites  the  numbers  that 
bear  out  his  optimism.  This  year  Avon 
is  expected  to  earn  $2.37  per  share  on 
$4.8  billion  in  sales;  in  sales  volume  it 
is  behind  only  Procter  &  Gamble, 
Colgate  and  Gillette  in  the  consumer 
goods  category.  Avon's  net  margin  of 


Avon  divisional  presidents  Andrea  Jung,  Susan  Kropf  and  Christina  Gold 

Only  three  companies  in  the  Forbes  500,  Avon  among  them,  have  more  than  one  female  executive  among  their  top  five. 


Forbes  ■  December  2,  1996 


135 


6.6%  is  much  higher  than  Estee 
Lauder's  5%.  Debt,  once  over  $1  bil- 
lion, is  now  negligible.  Avon  is  a  cash 
machine,  with  operating  cash  flow  of 
around  $625  million  this  year. 

Once  one  of  the  one-decision 
growth  stocks,  Avon  fell  from  grace 
with  a  crash  in  1973-74  (Forbes,  July 
ly  1973).  In  just  19  months  its  shares 
fell  from  $140  a  share  to  18%.  Avon 
had  been  greatly  overrated  by  the 
market,  which  had  not  yet  realized 
that  its  customers  had  become  much 
harder  to  reach. 

Rather  than  dealing  forthrightly 
with  the  problem,  Avon  management 
took  the  apparently  easier  task  of 
diversifying — buying  earnings.  Avon 
bought  Tiffany  8c  Co.,  a  clutch  of 
perfumeries  and  a  fistful  of  health  care 
companies,  one  of  which,  Foster 
Medical,  drained  Avon  of  virtually  all 
its  cash.  By  1988  Avon  had  amassed 
an  ugly  $1.1  billion  in  long-term 
debt,  more  than  four  times  its  equity 
of  $240  million.  All  through  the 
1980s  Avon  dragged  along  with  slug- 


gish U.S.  sales  and  earnings. 

Preston  arrived  at  Avon  in  its  glory 
days.  I  le  w  as  at  i«  a  writing  and  pro- 
ducing technical  films  when  he 
answered  a  blind  ad.  His  first  reaction 

"If  we  had  had  more 
women  in  senior  manage- 
ment, we  would  not  have 
been  so  slow  to  realize  the 
implications  of  women 
entering  the  work  force." 


when  he  discovered  it  was  Avon: 
"There's  no  way  I  am  going  to  work 
for  a  ding-dong  outfit  that  sells  cos- 
metics." But  after  realizing  Avon  was 
a  glamour  stock,  he  signed  on  as  a 
management  trainee,  rising  rapidly 
through  marketing  and  operations. 

Appointed  chief  executive  in  1989, 
Preston  knew  Avon's  salvation 
depended  on  getting  back  to  basics. 


Since  1981  he  had  been  running 
beauty  operations,  one  of  the  compa- 
ny's lew  healthy  businesses.  Having 
come  up  though  the  ranks,  he  real- 
ized how  sloppily  run  the  company 
had  become  w  hile  its  bosses  spent 
their  time  looking  for  acquisitions  and 
then  trying  to  run  them. 

Shortly  after  getting  the  top  job,  he 
eliminated  most  of  his  predecessor's 
diversification  and  brought  in  Edward 
Robinson  from  rjr  Nabisco  as  chief 
financial  officer.  Robinson,  now  pres- 
ident, discovered  that  while  Avon 
managers  were  good  at  selling,  they 
knew  little  about  things  like  cash  flow. 
He  ordered  that  every  manager  take  a 
course  in  financial  reporting,  and 
rejiggered  bonuses  so  that  half  of  each 
manager's  bonus  was  based  on 
achieving  cash  flow  targets.  Pretty 
soon  receivables  were  collected  in  21 
days  instead  of  28,  suppliers  were  paid 
in  50  days  instead  of  30.  Inventory 
was  cut  by  one-third. 

But  Preston  knew  "we  couldn't 
save  our  way  to  growth."  That 


Just  another 
Avon  Lady.5 


Built  like  a  blockhouse 
and  beautified  by  neither 
eye  shadow  nor  lip  gloss, 
Avon's  top  U.S.  salesper- 
son is  no  lady.  He's  burly 
Hector  Lastre,  34,  a 
Miami,  Fla. -based  Cuban 
immigrant,  one  of  the 
1.5%  of  Avon  sales  repre- 
sentatives who  are  male. 

With  nearly  $  1  million 
in  annual  sales,  a  third 
more  than  his  nearest 
competitor,  Lastre  has 
taken  the  top  spot  the 
last  three  years.  Less  shy 
than  reluctant  to  reveal 
his  secret,  Lastre  initially 
balked  at  talking  to 
Forbes,  and  when  he 
finally  submitted,  he 
didn't  say  much.  To  wit: 
"My  business  is  volume.  I 
don't  worry  about  prof- 


Hector  Lastre,  the  number-one-selling  Avon  representative 

"Women  representatives  aren't  jealous,  they  just  want  to  know  how  I  do  it." 
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Avon  Ladies  trading  makeup  tips  in  Moscow 

One  Russian  rep  bought  a  used  car  and  a  fur  coat  with  her  commission  rubles. 


required  better  products.  "Forget 
Estee  Lauder,"  Preston  says.  "Our 
problem  was  how  could  we  sell 
against  Max  Factor  and  Noxell  [the 
mass  market  products]?" 

How,  indeed?  Preston  realized 
Avon  lacked  the  management  depth 
it  needed  to  compete  when  door-to- 
door  selling  had  lost  some  of  its 
strength.  He  passed  over  several  top 
managers — "The  talent  wasn't 
uiere"— and  in  1993  and  1994  chose 
three  women  to  lead  the  makeover.  It 
was  one  of  his  smartest  moves. 

He  promoted  Christina  Gold,  49, 
who  had  juiced  sales  of  Canadian 
operations,  to  be  president  of  Avon- 
North  America.  He  moved  up  Susan 
Kropf,  47,  a  26-year  Avon  veteran 
familiar  with  operations  and  research, 
who  eventually  became  president  of 
emerging  markets.  And  he  hired 
Andrea  Jung,  38,  from  Neiman 
Marcus,  to  revamp  the  product  line 
and  create  global  cosmetics  brands 
that  could  be  sold  in  all  markets. 

A  previously  male -dominated  corn- 


its.  If  I  just  make  a  few 
cents  here  and  there,  it's 
okay." 

A  few  cents?  Commis- 
sion rates  widen  rapidly 
with  volume.  If  a  repre- 
sentative's weekly  order  is 
$35,  she  makes  a  paltry 
10%,  but  if  the  order  is 
more  than  $1,260,  com- 
mission rates  are  50%.  We 
figure  that  Hector 
Lastre's  take  from  Avon 
was  close  to  $500,000 
last  year. 

It  wasn't  all  gravy. 
Lastre  has  a  payroll.  He 
employs  ten  salespeople, 
who  share  his  commis- 
sions. Avon  considers 
such  subcontracting  per- 
fectly kosher,  although 
it's  a  little  uneasy  about 
letting  word  get  out.  Says 
Chief  Executive  Officer 
James  Preston:  "Lastre  is 
not  a  typical  Avon  repre- 
sentative. He's  acting 
more  as  a  distributor. 
Frankly,  if  we  could  pay 


him  as  an  Avon  employ- 
ee, we  could  save  a  lot  of 
money." 

No  way  Lastre  would 
go  for  that.  His  family 
immigrated  to  Miami 
when  he  was  6,  and  his 
mother  supported  her 
two  sons  by  selling  cos- 
tume jewelry  door-to- 
door  in  Miami.  After 
high  school  in  1982 
Hector  worked  as  a  teller 
at  Republic  National 
Bank  and  then  earned  a 
B.S.  in  finance  from 
Florida  International 
University  in  1986.  After 
moving  to  Barnett  Bank 
he  was  assigned  to 
making  commercial 
loans.  "I  saw  people  get- 
ting rich  around  me — 
everyone  I  was  loaning 
to,"  Lastre  says.  He  also 
wanted  to  get  rich. 

Over  his  family's  objec- 
tions he  quit  banking  in 
1991  to  peddle  perfume 
door-to-door,  and  signed 


with  Avon  in  1992.  But 
he  didn't  sell  door-to- 
door,  or  even  office-to- 
office. 

Lastre  knew  where 
there  was  a  bulk  market. 
People  from  Caribbean 
nations  stage  small  trade 
fairs  in  Miami,  usually 
nothing  more  than  a 
handful  of  tiny  booths  in 
malls  or  parking  lots. 
There,  small  businessmen 
from  the  Caribbean 
islands  come  to  buy 
goods  for  resale  back 
home.  Lastre  was  waiting 
the  next  time  they  came. 

Any  woman  who's 
vacationed  in  the 
Caribbean  and  tried  to 
buy  nail  polish  knows 
that  prices  are  at  least 
30%  higher  for  even  the 
mass-market  brands  like 
Revlon.  In  Miami, 
Revlon's  polish  costs  $4, 
but  in  Barbados  it  might 
cost  $6.  Low-end  brands 
hardly  existed  until  Lastre 


came  along.  He  sells 
Avon  polish  for  $1.50 — 
and  makes  a  tidy  profit  at 
that  price. 

These  days  Lastre 
doesn't  spend  much  time 
at  trade  fairs.  Instead  he 
sends  big  shipments  of 
Avon  products  direct  to 
island  shopkeepers,  cut- 
ting out  the  middlemen. 
Some  of  these  retailers,  in 
turn,  recruit  freelance 
door-to-door  peddlers 
who  sell  Avon  along  with 
other  merchandise. 
Result:  Lastre  and  his 
team  typically  get  orders 
ranging  from  $30,000  to 
$50,000  (wholesale)  per 
fortnight,  versus  the  aver- 
age Avon  saleslady's 
order  of  $150. 

How  do  today's  Avon 
Ladies  feel  about  being 
outsold  by  a  man?  "Most 
of  the  women  are  fasci- 
nated," says  Lastre. 
"They  just  want  to  know 
how  I  do  it."  -D.M.M 
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Avon  Chief  Executive  James  Preston  in  a  Beijing  store 

By  the  end  of  this  year  he  will  have  60,000  Avon  Ladies  in  China  peddling  lipstick  and  skin  cream. 


pany  was  suddenly  teeming  with 
\v<  >men  in  top  and  midlevel  positions. 
T<  >day  44%  of  Avon's  senior  vice  pres- 
idents and  above,  and  25%  of  all  vice 
presidents,  are  women. 

"I  frankly  believe  that  if  we  had  had 
better  representation  of  women  in 
senior  management  in  the  1970s,  we 
would  not  have  been  so  slow  to  real- 
ize the  implications  of  women  enter- 
ing the  work  force,"  Preston  says. 

"Rack  in  1973  I  was  planning  the 
regular  meeting  for  our  mostly  male 
regional  sales  directors,"  he  recalls. 
"Patricia  Neighbors  was  a  vice  presi- 
dent working  for  me,  and  she  asked  if 
she  could  speak  the  first  half-hour  of 
the  meeting.  She  wouldn't  tell  me 
why,  but  I  trusted  her.  She  greets  the 
audience  warmly,  then  turns  to  a  gen- 
tleman sitting  nearby  and  says: 
'Ooooh,  I  like  your  haircut.1  She 
blathers  a  bit  more  about  sales,  then 
coos  to  another  man:  'My,  what  a 


lovely  tie;  it  really  suits  your  face.'  I 
began  to  look  at  my  shoelaces. 

"Then  I  caught  her  point:  She  was 
deliberately  condescending  to  the 
men  as  they  were  to  their  own,  mainly 
female,  sales  force.  I  learned." 

Christina  Gold  became  president  of 


Avon-North  America  at  a  critical 
time.  American  Avon  Ladies  were  up 
in  arms  over  reduced  commission 
levels  and  the  substitution  of  savings 
bonds  for  incentive  prizes.  Over  the 
previous  four  years  the  number  of 
Avon  Ladies  had  dropped  10% — a  big 


Running 
hard 


James  Preston  says  he 
grew  up  "with  an  insecu- 
rity of  not  being  able  to 
feed  your  family."  His 
immigrant  Slovak  father 
was  a  railroad  and  coal 
mine  worker,  and  later  a 
grocer,  who  anglicized  his 
name  from  Petrasovich. 
The  elder  Preston  had 
seven  children  born  in 
Cleveland's  Eastern  Euro- 
pean district,  a  tough 
blue-collar  neighborhood 


abutting  the  heavily 
industrialized  flats.  But 
the  steel  mills  weren't  for 
Preston.  He  worked  three 
jobs  to  get  himself 
through  Northwestern 
University,  earning  a 
degree  in  radio  and  televi- 
sion communications  in 
1955.  "I  run  scared,"  he 
says.  "Always  have." 
Which  was  exactly  what 
Avon  needed  when  he 
took  it  over.       -D  .M.  WM 
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Climb 


corporate 
ladder 


mountain 


Climb  with  it  what  you  will.  The  Lexus  LX  450  does,  after  all,  deliver 
off-road  prowess  and  high-standing  luxury.  In  fact,  it  boasts  full-time  four- 
wheel  drive,  a  powerful,  high-torque  engine  and  class-leading  ground 
clearance*  And  yet,  it's  equally  elevated  by  its  luxurious,  leather-trimmed 
interior,  available  six-disc  CD  auto-changer  and  roomy  seating  for  seven. 
Visit  your  local  Lexus  dealer  for  a  test  drive. 

Unless,  of  course,  you're  afraid  of  heights.      V  ?  TkMmdessPmntCtfPtofabm. 


problem  since  the  representatives  are 
Avon's  major  distribution  channel. 

Gold  rushed  out  a  new  catalog  of 
incentive  prizes.  Out  went  the  savings 
bonds,  in  came  teacups  and  vcrs.  She 
persuaded  Preston  to  write  reps 
thank  you  notes  when  they  achieved 
sales  goals.  Within  a  year  the  number 
of  representatives  started  to  climb. 

But  these  2  million  reps  needed  to 
sell  more  than  just  cosmetics.  Instead 
of  selling  shoddy  house  brands,  Gold 
added  lingerie  and  foundation  gar- 
ments made  by  the  likes  of  Warnaco 
and  Fruit  of  the  Loom.  She  added  a 
line  of  casual  wear,  including  splashy, 
loose-fitting  designs  by  Diane  von 
Furstenberg  that  flatter  plumper  fig- 
ures. To  Avon's  costume  jewelry  line, 
consisting  mostly  of  fake  gold  neck- 
laces and  earrings,  she  added  sterling 
silver  jewelry.  Under  Gold,  noncos- 
metic  sales  grew  $140  million  since 
1993,  to  $765  million  in  1995. 

This  year  she  added  Barbie  dolls. 
Through  the  third  quarter,  with 
Christmas  yet  to  come,  Avon  has  sold 
$40  million  worth  of  Barbies,  making 
them  one  of  die  bestselling  new  prod- 
ucts in  Avon's  history. 

However,  Avon's  fastest  action  has 
been  overseas  in  countries  with  large 
emerging  middle  classes.  Susan  Kropf, 
president  of  emerging  markets,  is  a 
New  Yorker  with  a  brash  style  that 
helps  her  push  Avon  into  markets.  So 
far  in  the  1990s  Avon  has  entered  14 
new  markets — most  recently  South 
Africa  and  India.  Combined,  emerg- 
ing markets  account  for  38%  of 
Avon's  sales  and  49%  of  its  pretax 
profit.  These  numbers  can  only  grow. 

Avon  is  a  natural  in  these  develop- 
ing markets.  It  makes  quality  prod- 
ucts and  sells  them  at  a  price  women 
can  afford.  And  there  are  plenty  of 
intelligent  women  there  willing  to 
scramble  to  earn  a  bit  of  extra  money. 

Take  Russia,  where  Avon  has 
invested  just  $500,000.  This  year  its 
representatives  will  sell  $30  million 
worth  of  goods  at  30%  operating 
margins.  Avon's  Russian  sales  manag- 
er is  Maria  Gerasyova,  31,  a  former 
linguist  for  the  Red  Army.  She  now 
commands  15,000  Avon  Ladies  in 
Moscow,  and  will  soon  expand  to  St. 
Petersburg  and  Perm.  Because  Rus- 
sians are  wary  of  opening  the  door  to 
strangers,  Avon  Ladies  sell  their  wares 
in  parks,  offices  and  beauty  parlors. 


Avon's  biggest  bet  is  on  glamour- 
starved  China,  where  cosmetics 
demand  has  been  growing  at  more 
than  20%  a  year.  Because  of  night- 
marish roads  and  unreliable  mail  in 
China,  Avon  has  set  up  42  stores,  pri- 
marily as  distribution  points,  and 
plans  to  have  70 — one  in  every 
province  except  Tibet — by  the  end  of 
the  year.  It  has  a  factory  in 
Guangzhou.  Chinese  reps  bicycle  in 
from  the  countryside  to  pick  up  their 
goods  at  the  distribution  points. 

Last  year  China  halted  all  direct 
selling  countrywide  when  Avon's  suc- 
cess spawned  a  number  of  unscrupu- 
lous direct-selling  imitators.  Avon  had 

Avon's  Russian  sales  man- 
ager is  Maria  Gerasyova,  31, 
a  former  linguist  for  the 
Red  Army.  She  now 
commands  15,000  Avon 
Ladies  in  Moscow,  and  soon 
in  St.  Petersburg  and  Perm. 

to  get  relicensed.  "I  still  worry  about 
it."  Preston  admits.  "In  a  country  as 
big  as  China,  a  few  bad  apples  can 
bring  us  all  down." 

But  the  market  is  worth  the  hassle. 
Although  prevented  from  recruiting 
for  months,  Avon  will  meet  this  year's 
sales  goal  of  $60  million — a  50% 
increase  over  last  year.  Preston  hopes 
to  have  $250  million  in  sales  by  2000. 

Avon  still  lacks  global  prestige 
brands  that  are  recognizable  every- 
where— such  as  Estee  Lauder's 
Clinique  line.  Creating  such  brands 
that  can  be  marketed  universally  is  the 
job  of  Andrea  Jung,  the  effervescent 
president  of  global  marketing,  who 
joined  Avon  two  years  ago. 

A  second-generation  Chinese- 
American,  Jung  graduated  magna 
cum  laude  from  Princeton  and  quick- 
ly rose  through  Bloomingdale's  and 
eventually  joined  Neiman  Marcus. 

Jung  has  launched  six  new  global 
brands,  including  Avon  Color,  a  line 
of  lipsticks  and  eye  shadows,  and  the 
Anew  line  of  skin-care  products.  She 
has  also  chosen  four  perfumes — Far 
Away,  Millennia,  Rare  Gold  and 
Natori — to  establish  a  presence  in  all 
markets. 


The  new  global  brands  already 
make  up  22%  of  worldwide  sales. 
Avon  hopes  to  push  them  to  70%  of 
sales  by  2000.  With  such  world 
brands,  Avon  can  advertise  more 
effectively.  It  needs  to.  A  glaring 
weakness  at  Avon  is  its  relatively  low 
advertising  budget.  The  current  $30 
million  "Just  another  Avon  Lady" 
campaign  is  double  what  it  spent  in 
1995,  but  is  still  just  1.5%  of  sales. 
Revlon  spends  6%  of  sales  on  adver- 
tising. While  direct  sellers  don't  need 
to  advertise  in  developing  markets,  in 
mature  markets  they  do.  Preston  says: 
"It's  imperative  we  get  advertising  up 
to  3%  of  sales."  The  trick  is  doing  so 
without  penalizing  profits. 

One  way  is  by  luring  customers 
from  higher-priced  brands.  "As 
women  become  more  confident  and 
better  informed,  many  are  shying 
away  from  high-priced  status  brands," 
Jung  asserts.  "There  is  a  blurring  of 
prestige  and  mass  brands,  and  the 
best  product  at  the  best  price  wins." 
Avon's  new  designs  have  a  spare,  lab- 
oratory look — a  way  of  saying  to 
women:  Here  you  pay  for  product, 
not  for  packaging.  Jung  has  launched 
several  products  that  have  set  new 
records — one  is  Perfect  Wear,  a 
smudge-proof  lipstick.  At  $4.95,  it 
sells  for  $  1  more  than  other  Avon  lip- 
sticks, but  much  less  than  the  $15 
charged  by  competitors  for  their 
smudge-resistant  versions. 

Jung  is  also  trying  to  build  addi- 
tional momentum  on  Avon's  Anew 
face  cream,  the  first  wrinkle-conceal- 
ing alpha  hydroxy  acid  skin  cream  on 
the  market.  Anew  is  number  one  in 
that  category  in  the  U.S.  with  $155 
million  in  sales,  but  now  has  lots  of 
imitators.  Jung  plans  to  ride  on  the 
product's  image  with  a  full  line  of 
advanced  skin-care  products  to  be 
sold  as  a  global  brand.  She's  already 
brought  out  an  Anew  vitamin  C  cap- 
sule for  reducing  wrinkles. 

James  Preston  retires  in  two  years. 
Ed  Robinson  is  an  obvious  choice  to 
succeed  him.  But,  after  that,  three 
high-powered  female  divisional  presi- 
dents are  ready  and  willing  to  step  in. 
The  betting  is  that,  before  very  long, 
Avon  will  be  one  of  the  few  Forbes 
500  companies  with  a  woman  as  chief 
executive.  Asked,  Preston  chooses  his 
words  carefully:  "In  my  lifetime  we  will 
have  a  female  chief  executive."  H 


140 


Forbes  ■  December  2,  1996 


JUST  HOW  MANY  COMPANIES  CONSIDERING 
VIRGINIA  ACTUALLY  DECIDED  TO  MOVE  HERE? 

Its  easy  to  see  why  Virginia 
is  so  successful  at  attracting 
new  business.  We're  located 
within  750  miles  of  60%  of 
Americas  customers.  We  have 
a  fully  integrated  trans- 
portation system  of  seaports, 
airports,  rails  and  highways. 
A  technologically  advanced 
telecommunications  network. 
Plus  a  corporate  income  tax 
rate  that  hasn't  changed 
since  1972.  But  to  find  the 
best  reasons  to  move  here, 
just  explore  the  beauty  of  our 
beaches,  mountains,  rivers 
and  valleys.  All  of  which  make 
Virginia  very  hard  to  resist. 


VIRGINIA 

Contact  Wayne  Sterling,  CED,  Executive  Director, 
Virginia  Economic  Development  Partnership,  P.  0. 
Box  798,  Richmond,  Virginia  23218-0798. 
Telephone  804-371-8202.  Fax 804-786-1 1 21. 


A  lot  of  companies  did.  But  there's  still  room  for  you. 


Peter  Huber,  a  senior 
fellow  of  the  Manhattan 
Institute,  is  the  author  of 
Orwell's  Revenge. 
E-mail: 

72643.221  l@com- 
puserve.com. 
Home  page: 

www.phuber.com/huber/ 

home.html 


British  Telecom  timed  its  announcement  per- 
fectly— on  the  eve  of  the  election.  Think  of  bt's 
$20  billion  merger  with  MCI  as  an  antidote  to 
bad  government.  By  providing  efficient, 
integrated  global  data  connections,  telecom- 
munication companies  now  offer  voters  the 
ultimate  shopping  experience:  shopping  for 
better  government. 

Travel  the  wires  and  see  what  I  mean.  To  a 
degree  that  may  astound  you,  your  computer 
and  your  telephone  enable  you  to  choose  what 
you  like  in  the  way  of  Federal  Reserve,  FDIC, 
SEC,  FDA,  osha,  EEOC,  NLRB  or  other  cans  in  the 
alphabet  soup  aisles  of  modern  regulation. 

The  idea  of  choosing  government  is  not,  of 
course,  new.  If  you  don't  like  California  law  on 
the  subject,  you  drive  to  Reno  for  marriage, 
divorce  or  gambling.  To  Mexico  to  buy  cut-rate 
medicines  unapproved  in  the  U.S.  To  Florida  to 
-go  bankrupt  or  to  die.  The  urge  to  take  a  polit- 
ical hike  has  been  there  all  along.  What  has 
changed  is  the  ease  and  convenience. 

In  the  past  you  had  to  vote  with  your  feet. 
Now  you  can  vote  with  your  modem,  too.  The 
Web  supplies  an  instant  global  storefront.  While 
the  U.S.  market  still  dominates  the  Internet, 
36%  of  servers  are  now  outside  this  country. 
Virtual  establishments  on  the  Web  already  offer 
incorporation  in  Belize,  bank  accounts  in 


James  Carville  once  wisecracked 
that  he  wanted  to  be  reincarnat- 
ed as  the  bond  market.  What 
did  he  mean  by  that?  He  meant 
that  modern,  electronically  con- 
nected markets  are  more 
powerful  than  any  politician. 
To  put  it  another  way:  The 
modem  is  redefining  democracy. 


Switzerland,  currency  trading  in  Germany,  bro- 
kerage accounts  in  New  Zealand.  International 
800  numbers  are  proliferating. 

Money,  the  most  liquid  of  assets,  has  become 
the  hardest  to  regulate.  Rich  people  have  always 
parked  their  money  abroad  when  they  didn't 
trust  the  political  climate  at  home.  Today  mil- 
lions of  ordinary  investors  can  move  their 
wealth  between  currencies  and  countries  as  fast 
as  they  can  click  icons  on  a  screen. 

For  some  this  is  just  an  opportunity  to  cheat 
on  their  taxes.  A  Hamburg  currency  trader 
promises  "tax-free  profits."  A  Swiss  on-line 
banker  emphasizes  "banking  secrecy"  and  "pro- 
tecting the  privacy  of  bank  clients."  Swiss  safe 
deposit  boxes,  the  bank  assures  you,  "cannot  be 
sealed  by  foreign  authorities  in  case  of  civil 
offenses."  Other  on-line  offshore  entities 
brazenly  tout  "tax-free"  advantages  for  U.S. 
depositors. 

But  evading  tax  collectors  remains  a  sideshow 
in  the  vast  business  of  international,  wired 
finance.  The  center  of  the  action  involves  the 
completely  legal  evasion  of  inept  central 
bankers.  More  than  $1  trillion  in  foreign 
exchange  changes  hands  each  day  around  the 
world.  (By  comparison,  turnover  of  all  stocks 
on  the  New  York  Stock  Exchange  for  an  entire 
year  is  only  around  $4  trillion.)  One  in  seven 
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equity  trades  in  today's  world  involves  a  for- 
eigner as  a  counterparty.  And  even  illiquid 
assets — real  estate,  for  example — are  increas- 
ingly being  securitized  and  then  traded  on 
global  markets. 

As  Walter  Wriston,  former  Citicorp  chief 
executive  and  author  of  The  Twilight  of  Sover- 
eignty (Charles  Scribner's  Sons,  1992),  says: 
"Governments  have  lost  control  of  the  interna- 
tional value  of  their  currency."  A  single  inte- 
grated world  market  for  tradable  financial  assets 
is  taking  shape.  Lowell  Bryan  and  Diana  Farrell 
of  McKinsey  &  Co.  describe  this  evolution  in 
Market  Unbound:  Unleashing  Global  Capital- 
ism (John  Wiley  &  Sons,  1996). 

The  upshot?  The  prudent  investor  can  now 
select  investments  based  on  the  central  bankers 
standing  behind  them,  just  as  he  now  chooses 
a  stock  based  on  his  appraisal  of  the  chief  exec- 
utive officer.  Do  you  think  the  German  central 
bank  is  wavering?  Try  Alan  Greenspan.  If  you 
think  he  is  on  the  wrong  track,  try  New 
Zealand.  Global  mutual  funds  have  limitless 
ability  to  move  capital  among  local,  state, 
national  and  international  portfolios — equity, 
debt,  currencies,  futures,  the  lot.  By  far  the 
most  effective  way  to  vote  against  new  govern- 
ment spending  is  to  buy  some  other  govern- 
ment's bonds.  This  kind  of  balloting  is  in  fact 


conducted  continually — by  banks,  pension 
funds  and  mutual  funds.  These  are  the  new, 
private  treasuries. 

By  dispatching  its  capital  elsewhere,  the  elec- 
torate can  almost  instantly  depress  the  econo- 
my and  thus  the  government's  tax  revenues. 
For  any  government  that's  seriously  in  debt, 
the  globalization  of  financial  markets  puts  a 
double  squeeze  on  new  discretionary  spending. 
If  global  capitalists  lose  faith  and  drive  up  inter- 
est rates,  it  isn't  just  new  spending  that  costs 
more,  it's  also  the  refinancing  of  old  debt.  The 
modernization  of  finance  explains  the  federal 
government's  mass  conversion  to  more  bal- 
anced budgets. 

As  Bryan  and  Farrell  discuss  in  their  book, 
the  tremendous  new  mobility  of  private  capital 
sharply  curtails  government  power  over  macro- 
economic  policy  Budget  planners  and  central 
bankers  become  little  more  than  fancy  book- 
keepers. They  don't  orchestrate  economic 
forces,  they  react  to  them. 

Whether  they  talk  left  or  right,  governments 
worldwide  have  little  choice  but  to  abandon  fis- 
cally suicidal  policies,  most  notably  the  practice 
of  issuing  long-term  debt  to  finance  current 
entitlements.  Improvident  governments  that 
don't  believe  this  end  up  like  Mexico  in  1995, 
with  a  collapsing  peso  and  an  overnight  flight 
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Socialist  Francois  Mitterrand  elected  president 


French  government  nationalizes  banks,  financial  institutions 


French  government  announces  plans  to  track 
the  deutsche  mark 


Mitterrand 
wanted  to  fin- 
ish the  unfin- 
ished business 
of  the  French 
Revolution  by 
nationalizing 
big  chunks  of 
the  economy. 
Currency 
traders  vetoed 
his  more  ambi- 


Sources.-  Economic  Report  of  the  President,  Federal  Reserve;  The  Europa  World  Year  Book  1 996;  Professor  Steve  H.  Hanke. 


of  capital.  Even  Washington's  wisest  understand 
the  new  reality.  "I  used  to  think  if  there  was 
reincarnation  I  wanted  to  come  back  as  the 
President,  the  Pope  or  a  .400  baseball  hitter," 
Clinton  adviser  James  Carville  quipped  two 
years  ago.  "But  now  I  want  to  come  back  as  the 
bond  market.  You  can  intimidate  everybody." 

Including,  of  course,  government  regulators. 
Wires  are  imposing  a  strict  new  discipline  on 
the  regulators  of  private  banks,  too.  At  a  recent 
Cato  Institute  conference  on  the  future  of 
money,  University  of  Georgia  economist 
Lawrence  H.  White  described  how  new  pay- 
ment technologies  have  lowered  the  cost  of 
wiring  money  from  $20  to  2  cents  per  transac- 
tion. This  opens  up  the  world  of  offshore  bank- 
ing to  small  investors — and  it's  all  perfectly 
legal,  so  long  as  you  keep  paying  your  income 
taxes.  Offshore  banks  pay  higher  interest  on 
deposits  and  charge  lower  rates  on  loans 
because  they  aren't  subject  to  the  wide  array  of 
bank  taxes,  mandatory  insurance  premiums  and 
antiredlining  decrees  imposed  by  U.S.  regula- 
tors. For  the  first  time,  small  depositors  can 
decide  for  themselves  whether  the  Federal 


Deposit  Insurance  Corp.  is  really  worth  the 
price  they  pay  in  less  favorable  interest  rates. 

Securities  regulation  can  now  easily  be  cir- 
cumvented in  much  the  same  way.  With  stock 
exchanges  and  brokerage  accounts  moving  on- 
line, you  can  hold  and  trade  U.S.  equities  com- 
pletely outside  U.S.  jurisdiction.  If  the  Securi- 
ties &  Exchange  Commission  goes  over  the 
edge  of  the  regulatory  Laffer  Curve — by  pass- 
ing rules  that  stifle  rather  than  protect — 
investors  will  easily  be  able  to  move  to  a  Swiss 
broker,  a  London  exchange  or  a  Canadian  com- 
modities trader.  The  value  of  regulation,  posi- 
tive or  negative,  becomes  something  you  shop 
around  for,  just  as  you  shop  for  a  trusty  broker 
or  low  trading  fees. 

Labor  will  never  be  as  fluid  as  capital,  but 
does  follow  it.  The  1980s  taught  us  that  man- 
ufacturing jobs  could  escape  U.S.  unions,  labor 
laws,  tort  lawyers  and  environmental  regulators 
much  more  easily  than  we  had  realized.  The 
aluminum  still  comes  from  an  Alcoa  mill  in  the 
U.S.,  but  some  20%  of  the  Boeing  777  airframe 
structure  is  built  by  Japanese  workers  at  a 
Kawasaki/Mitsubishi/Fuji  consortium.  The 
wings  and  the  cockpit  of  McDonnell  Douglas' 
MD-95  are  being  built  in  South  Korea. 

To  be  sure,  most  U.S.  jobs,  particularly  the 
services  that  account  for  54%  of  the  U.S.  econ- 
omy, are  still  in  nontradable  sectors.  If  you  live 
in  Fresno,  you  can't  easily  get  a  haircut  from  a 
coiffeur  in  France.  But  services  do  already  make 
up  over  20%  of  global  trade,  and  they  represent 
the  fastest-growing  component  of  both  trade 
and  foreign  direct  investment  worldwide. 
American  companies  outsource  data  entry  to 
countries  in  the  Caribbean.  Manufacturers  out- 
source product  design,  logistics  management, 
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R&D  and  customer  service  across  national  bor- 
ders, too.  U.S.  insurance,  tax  consulting  and 
accounting  companies  send  claims  and  forms 
overseas  for  processing.  Software,  films,  music, 
finance,  advertising,  and  even  health  care  and 
education  all  move  as  well.  Haircuts?  Not  yet, 
but  there's  already  serious  talk  of  telemedicine. 

The  Boeing  way  of  choosing  labor  is  now 
embedded  in  the  structure  of  some  39,000 
large,  transnational  corporations,  which  collec- 
tively hold  over  $2.7  trillion  of  assets  outside 
their  home-base  countries.  New  foreign  direct 
investment  in  the  26  nations  in  the  Organiza- 
tion for  Economic  Cooperation  &  Develop- 
ment rose  by  53%  in  1995,  while  outflows  from 
these  countries  increased  by  42%.  (For  cross- 
border  holdings  of  tradable  securities,  see  chart, 
p.  146.)  "The  very  phrase  'international  trade' 
has  begun  to  sound  obsolete,"  Wriston  says  in 
an  interview. 

Again,  information  and  communications 
technologies  are  the  critical  new  lubricant. 
Many  services,  especially  financial  and  anything 
involving  software,  consist  of  nothing  but  infor- 
mation and  can  be  moved  by  wire  alone. 
Moving  solid  goods  still  requires  cheap  trans- 
portation, too,  but  the  cost  of  hauling  things 
around  keeps  dropping,  energy  costs  notwith- 
standing. And  many  of  the  products  being 
hauled — everything  from  cameras  to  cars — keep 
getting  smaller  and  lighter  as  they  get  electron- 
ically smarter. 

Once  a  manager  in  Detroit  learns  how  to  use 
the  telecosm  to  outsource  to  Toledo,  Ohio,  she 
can  outsource  to  Toledo,  Spain;  with  cyber 
power  all  physical  distances  are  roughly  the 
same.  And  with  this  kind  of  global  production 


Canada  has  instructed  its  citizens  not  to 
watch  too  much  U.S.  television.  But  how 
does  it  block  the  satellite? 


Offshore  insurance 


Assets  of  insurance 

companies  in  Bermuda  ($billions) 

_  1996  constant  dollars  (ratio  scale) 


system  in  place,  a  manufacturing  company  can 
move  jobs  and  capital  around  like  pieces  on  a 
chessboard,  shopping  continually  for  the  best- 
priced  labor — and  the  best  labor  laws.  As 
Norman  Macrae,  former  deputy  editor  of  the 
Economist,  foresaw  some  years  ago,  corpora- 
tions of  the  future  are  not  going  to  be  nation- 
ally based,  and  they  "aren't  going  to  have  long- 
lasting  lines  of  production  in  settled  places." 
Their  managers  will  be  able  to  move  jobs 
almost  as  fast  as  governments  can  rewrite 
employment  laws.  At  the  margin,  the  managers 
of  these  transnational  companies  will  adjust 
their  portfolios  of  labor  in  much  the  same  way 
as  the  manager  of  the  Templeton  Growtii  Fund 
trades  stocks. 

So  where  does  the  globalization  of  labor 
markets  leave  the  countless  national  regulators 
of  employment  and  work?  Whatever  they 
address — parental  leave,  handicaps  or  the  min- 
imum wage — laws  that  deny  economic  reality 
cannot  be  enforced  if  the  jobs  can  pick  up  and 
leave.  Much  as  they  hate  the  fact,  government 
bureaucrats  are  beginning  to  accept  it.  Yes, 
Washington  did  recently  raise  the  minimum 
wage,  but  the  real  story  there  was  how  little  and 
how  late.  The  long-term  global  political  trend 
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is  away  from  all  such  dictates,  not  toward  them. 

When  she  thinks  of  herself  as  "labor"  the 
average  American  citizen  may  not  like  this  at  all. 
But  as  a  consumer  she's  collaborating  enthusi- 
astically. She  buys  Nikes  and  Nintendos  made 
in  Asian  factories.  She  demands  profit  from  her 
mutual  fund  and  pension  plan,  not  patriotic 
loss.  Before  long,  she'll  shop  for  life  insurance 
in  London  and  health  insurance  in  Geneva,  and 
the  offshore  actuaries  will  discriminate  fiercely 
in  favor  of  the  healthy.  In  the  1980s  the  chief 
executive  of  Chrysler  might  have  decided  to 
buy  a  few  million  car  engines  from  Korea. 
Today  millions  of  individual  Americans  are 
gaining  the  power  to  shop  anywhere  they 
please.  No  longer  can  consumers,  any  more 
than  investors  or  corporate  managers,  be  eco- 
nomically quarantined. 

This  means  that  consumer  protection  regula- 
tors face  serious  competition.  An  abortion  now 
comes  in  a  pill;  there's  little  to  stop  you  from 
buying  that  from  an  on-line  pharmacy  in 
Monaco  if  you  have  to.  For  years  the  FDA 
blocked  sales  of  kits  that  allowed  home  testing 
for  the  aids  virus.  So  a  South  African  company 
peddled  a  $100  kit  on  the  Internet,  with  deliv- 
ery by  mail.  And  the  owner  boasted  openly  that 
he  was  in  business  to  thwart  the  regulators 
overseas. 

The  daughter  of  a  magazine  editor  I  know 


needed  a  special  asthma  drug  that  the  Pood  & 
Drug  Administration  hasn't  yet  seen  fit  to 
approve.  Her  dad  E-mailed  a  contact  in  Paris, 
and  the  medicine  arrived  by  air  several  days 
later.  He  would  not  have  bought  a  drug  from 
China  or  Belize,  but  he  was  willing  to  trust 
f  i  ance.  The  world's  drug  regulators,  in  short, 
compete  for  his  custom.  A  wide  range  of  rou- 
tine diagnostic  services  could  easily  be  offered 
to  U.S.  citizens  from  laboratories  in  Bermuda. 
The  Web  would  handle  marketing  and  pay- 
ment. Federal  Express  would  deliver. 

What  holds  for  lab  tests  holds  for  morals  and 
culture,  too.  Nevada  can  dispatch  strip  shows 
and  blackjack  tables  to  any  computer  in  Utah. 
If  we  shut  down  Nevada,  gaming  houses  farther 
afield  will  quickly  fill  the  electronic  void.  A  two- 
minute  Web  search  turns  up  the  Aruba  Palms, 
off  the  coast  of  Venezuela.  Download  free  soft- 
ware and  link  into  the  hotel's  casino  for  real- 
time blackjack,  poker  and  slots,  as  well  as  full 
sports-book  action.  Or  try  out  any  of  a  dozen 
on-line  gambling  alternatives  in  Argentina, 
Belize,  Antigua  or  the  U.K.  Or  play  the  nation- 
al lottery  of  Liechtenstein.  Use  your  credit  card, 
or  use  E-cash  if  you  want  to  make  both  gains 
and  losses  completely  anonymous. 

When  it  comes  to  pure  content  regulation — 
pornography  the  most  vivid  example — govern- 
ment authorities  have  lost  their  grip  complete- 
ly. If  you  don't  like  Utah's  censors,  three  clicks 
of  a  mouse  will  put  you  under  the  unbuttoned 
authority  of  Utrecht.  Canada  has  instructed  its 
citizens  not  to  watch  too  much  U.S.  television. 
But  it's  laughably  easy  now  for  Canadians  to 
buy  a  small  satellite  dish  and  get  subscription 
fees  billed  to  a  nominally  U.S.  address.  Tech- 
nology has  rendered  completely  obsolete  the 
very  idea  that  government  authorities  can  con- 
trol morality  and  culture.  Politicians  may  still 
give  speeches  about  these  things,  but  everyone 
knows  the  talk  is  just  reactionary  twaddle. 


Offshore  securities 

U.S.  investment  in  foreign  securities  ($billions) 
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You  don't  like 
how  your 
government  is 
managing  the 
economy? 
Vote  your 
bank  account 
in  favor  of 
some  other 
economy. 
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All  of  this  should  be  very  reassuring.  Most  of 
us  won't  leave  the  country,  not  in  person  and 
not  by  wire.  We  won't  have  to.  Competition 
improves  the  quality  of  everything  else;  it  will 
improve  the  quality  of  government,  too.  Most 
politicians  are  pragmatists.  They'll  grasp  that 
they  have  to  deliver  a  good  service  at  an  attrac- 
tive price — or  lose  market  share  to  the  compe- 
tition. Bill  Clinton  understands  this.  Like  James 
Carville,  he  learned  that  the  bond  market  runs 
the  most  powerful  polls  of  all.  Clinton  ran  as  a 
budget  conservative. 

The  trend  is  already  clear  in  monetary  and 
fiscal  matters,  where  the  competition  for  good 
government  is  the  fiercest.  Many  of  the  abrupt 
currency  swings  of  yesteryear — overnight  deval- 
uations, for  example — just  don't  happen  as 
much  anymore.  Wired  financial  markets  are  less 
volatile  and  much  more  honest.  Nearly  all 
industrial  countries  have  brought  their  annual 
inflation  rates  under  3%.  In  The  Death  of  Infla- 
tion: Surviving  &  Thriving  in  the  Zero  Era 
(Nicholas  Brealey  Publishing,  1996),  Roger 
Bootle  argues  that  the  globalization  of  financial 
and  labor  markets  left  them  no  choice. 

Within  this  country,  large  states  like  Califor- 
nia seem  to  be  learning  the  same  lesson.  They 
have  to  stay  in  line  on  tax  rates,  investment  cli- 
mate and  so  forth — or  lose  jobs,  investment  and 
residents  to  their  better-governed  neighbors. 
And  while  rigorous  comparisons  are  difficult,  it 
does  appear  that  industrialized  nations  are  grad- 
ually converging  toward  quite  similar  regulato- 
ry structures  in  monetary  policy,  banking,  insur- 
ance and  securities  trading.  The  overall  price 
that  competing  governments  charge  citizens  for 
service — the  tax  rate — seems  to  be  converging, 
too.  Take  away  health  insurance,  which  some 
countries  book  as  "private"  rather  than 
"public,"  and  you  find  that  the  tax  rates  in 
industrialized  countries  are  all  quite  close — 
much  more  so  than  they  were  in  the  1960s. 

Governments  that  don't  keep  up  with  the 
competition  can  lose  market  share  fast.  Years 
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ago  Delaware  developed  a  well-designed  service 
called  corporate  law.  Most  big  U.S.  companies 
are  Delaware  corporations  now.  Other  states 
tried  to  protect  their  consumers  from  high 
interest  rates.  So  Citibank  set  up  operations  in 
South  Dakota  to  issue  credit  cards  nationally.  In 
June  the  Supreme  Court  ruled  that  California 
residents  may  not  challenge  Citibank's  late-pay- 
ment fees  as  usurious  under  California  law:  The 
fees  on  Citibank  cards  are  South  Dakota's  legal 
responsibility.  The  usury  police  in  other  states 
can  all  take  a  permanent  vacation. 

We,  the  people,  are  all  shipping  tycoons  now, 
with  mobile  wealth  and  mobile  labor.  We  can 
choose  Liberia's  flag,  for  its  unmeddlesome 
bureaucracy,  or  London's  insurance,  for  its 
trustworthy  courts.  As  managers,  workers  and 
consumers,  we  buy  government  in  much  the 
same  way  we  buy  shoes.  Not  through  bribes  or 
political  action  committees  or  anything  like 
that — we  buy  it  by  paying  taxes  and  complying 
with  the  laws.  But  when  shopping  in  one  gov- 
ernment's mall  gets  too  expensive  or  inconve- 
nient, we  shop  in  another's. 

So  the  old  political  carnival,  filled  as  it  was 
with  freaks  and  geeks,  is  over.  The  old  game  of 
big  promises  on  election  day,  soon  forgotten  in 
the  enjoyment  of  power,  is  over.  Citizens  now 
vote  continually,  with  London,  Bonn  and 
Tokyo  on  the  ballot,  too.  WM 
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securities  reg- 
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you  do  some  real  work  on  the  Internet.  With- 
out leaving  the  familiar  business  applications  fiBa4* 

SmartSuite 

you  use  every  day. 


Find 


Share 


Publish 


With  SmartSuite  you  can  jump  from  one  task 
to  the  next,  from  desktop  to  Internet,  without 
missing  a  beat.  You  can  find,  share  and  publish 
information  to  far-flung  audiences  across  your 


internal  intranet  and  the  Internet. 

You  can  use  whatever  browser  you  want  to  publish  your 
1-2-3®  models  to  the  Internet  or  pull  information       1  »2«3 


from  the  Internet  into  your  spreadsheet.  Plus,  you  can  easily 
publish  HTML  files  or  create  a  really  cool  home  page.  No 

special  training  needed. 

Result:  you  can  efficiently  com- 
plete joint  projects  and  deliver  timely 
information  to  colleagues  anywhere 
in  the  world. 

So  if  you  want  to  conduct  real 
business  on  the  Internet  (instead 
of  simply  browsing  around),  get 
SmartSuite.  The  smart  way  to  work 
on  the  Internet.  SmartSuite  is  now 
included  with  Aptivaf  ThinkPad,®  and  IBM®  PC  desktops  as 
well  as  Acerf  AST®  and  Fujitsu,®  PCs.  For  more  information 
call  1-800-TRADE-UP,  ext.  C576  or  visit  us 
on  the  World  Wide  Web  at  www.lotus.com.  Workinglbgether" 


SmartSuite 

1-2-3 

spreadsheet 

Word  Pro 

word  processor 

Approach 

database 

Freelance  Graphics 

presentation  graphics 

Organizer 

time  management 

ScreenCam 

multimedia  tool 


Lotus. 


Versions  of  SmartSuite  are  available  for  Windows'  95,  Windows*  3.1  and  OS/2?  In  Canada  call  1-800-G0-L0TUS.  ©1996  Lotus 
Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142.  All  rights  reserved.  Lotus  and  Working  Together  are 
registered  trademarks  of  Lotus  Development  Corporation.  All  Lotus  products  are  trademarks  of  Lotus  Development  Corporation. 
IBM,  Aptiva,  ThinkPad  and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corp.  Windows  95  and  Windows 
3.1  are  registered  trademarks  of  Microsoft  Corporation.  All  other  product  names  are  registered  under  their  respective  companies. 


COMPANIES 

With  the  Dow  at  6200,  all  manner  of  once  very  private  companies 
are  coming  out  of  the  woodwork  with  stock  offerings. 
These  500  outfits  either  don't  need  the  capital 
or  can't  stand  the  public  scrutiny. 

The  Private  500 


Edited  by  Steve  Kichen, 

Tina  Russo  McCarthy  and  Peter  Newcomb 

Researchers:  Ronald  Boone  Jr.,  John  H.  Christy,  Cecily  J.  Fluke,  Anita  Khosla, 
Shlomo  Z.  Reifman,  David  Schultz,  Robert  J.  Sherwood  and  Saira  Stewart 

Illustrations  by  Elsa  Warnick 
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The  most  net  income. . . 

Company   Profits   Revenues 

operating         net  ($mil) 
($mil)  ($mil) 


Goldman  Sachs  Group 

$1,554 

$1,348 

$14,324 

United  Parcel  Service 

3,032 

1,043 

21,045 

Cargill 

3,080e 

902 

56,000 

Levi  Strauss  &  Co 

1,103 

735 

6,708 

Fidelity  Investments 

l,540e 

431 

4,277 

Marmon  Group 

850e 

307 

6,083 

Peter  Kiewit  Sons' 

314 

244 

2,902 

Publix  Super  Markets 

449 

242 

9,393 

Baker  &  McKenzie 

255 

228 

646 

International  Data  Group 

240 

145 

1,550 

. . .  the  most  operating  income 

Company 

 Profits 

Revenues 

operating 

net 

($mii) 

($mil) 

($mil) 

United  Parcel  Service 

$3,032 

$1,043 

$21,045 

Goldman  Sachs  Group 

1,554 

1,348 

14,324 

Levi  Strauss  &  Co 

1,103 

735 

6,708 

MacAndrews  &  Forbes  Holdings 

832 

44 

6,196 

Continental  Cablevision 

605 

-112 

1,442 

Huntsman 

545 

4,170 

Alamo  Rent-A-Car 

513 

-50 

1,398 

Aramark 

475 

110 

6,120 

Publix  Super  Markets 

449 

242 

9,393 

Peter  Kiewit  Sons' 

314 

244 

2,902 

e;  Estimate. 


Cargill's  revenues  of  $56  billion  make  it  the  biggest  privately  held  company 
in  sales.  If  operating  income  (net  before  depreciation,  interest  and  taxes) 
is  the  yardstick,  United  Parcel  Service  leads.  Goldman  Sachs  Group  is  tops 
in  net  income.  Note:  The  rankings  above  omit  those  companies  for  which 
we  have  only  estimated  results. 


With  the  market  for  new  issues  as  effervescent  as  it  is, 
it's  a  wonder  that  any  large  company  at  all  is  left  that 
hasn't  gone  public.  In  the  past  year  Estee  Lauder  Cos., 
the  cosmetics  giant;  Dominick's  Finer  Foods,  a  $2.5  bil- 
lion grocery  and  drug  chain;  Lexmark,  the  former  IBM 
typewriter  and  printer  division;  and  Guess,  the  stylish 
jeans  company,  all  trooped  to  Wall  Street  in  search  of 
public  capital. 

It's  hard  to  resist  the  temptation.  If  you  can  go  public 
at  20  times  earnings,  you  are,  in  a  sense,  buying  capital  at 
a  cost  of  5%.  These  days  your  eager  new  shareholders  usu- 
ally don't  even  expect  a  cash  dividend.  It  beats  borrow- 
ing money  from  a  bank. 

But  plenty  of  giant  firms  are  determined  to 
stay  private.  Either  they  don't  need  the  capi- 
tal or  they  will  go  to  great  lengths  to  avoid 
public  scrutiny.  This  list  of  the  500  largest  pri- 
vately held  companies  in  the  U.S.  accounts  for 
4  million  employees  and  for  combined  sales  of 
$752  billion. 

Among  the  private  giants:  the  world's  largest  brand- 
name  apparel  maker  (Levi  Strauss),  the  largest  package 
delivery  service  outside  of  the  U.S.  Postal  Service  (United 
Parcel  Service),  the  largest  mutual  fund  distributor 
(Fidelity  Investments),  and  one  of  the  largest  candy 
makers  (Mars)  and  grain  traders  (Cargill). 

One  of  the  fastest-growing  members  of  the  Forbes  Pri- 
vate 500  is  a  chemical  company  (Huntsman)  that  makes 
a  business  of  buying  plants  and  lines  of  business  from 
public  companies.  A  public  chemical  company  may  have 
to  apologize  to  its  shareholders  for  hanging  on  to  an  out- 
of- favor  commodity  product  line.  The  family  that  owns 
Huntsman  does  not  have  any  apologies  to  make  and,  to 
judge  from  its  apparent  wealth  (see  The  Forbes  Four 
Hundred,  Oct.  14),  seems  to  be  getting  the  better  end  of 
these  bargains. 

The  bustle  of  activity  in  the  market  for  new  issues, 


coupled  with  a  brisk  level  of  business  in  mergers  and 
acquisitions  among  both  public  and  private  firms,  has 
caused  a  considerable  reshuffling  in  the  Private  500  list 
over  the  past  year.  Hotel  franchisor  hfs  bought  Avis,  the 
car  rental  company;  Toronto-based  Thomson  bought 
West  Publishing,  the  case-law  publisher;  Ziff-Davis,  of 
computer  magazine  fame,  sold  out  to  the  Japanese  outfit 
Softbank;  and  privately  held  Stroh  Brewery  (ranked  113 
this  year)  acquired  G.  Heileman  Brewing  (ranked  301 
last  year). 

We  lost  Kingston  Technology,  a  manufacturer  and 
marketer  of  computer  memory,  to  another  Softbank 
buyout  offer.  But  we  gained  another  firm  that  has 
grown  rapidly  by  selling  computer  memory 
modules:  PNY  Electronics  of  Moonachie,  N.J. 
With  $500  million  in  1995  revenues,  PNY  is 
ranked  411. 

Another  interesting  newcomer  is  West  Chester, 
Pa. -based  Amkor  Electronics.  The  firm  was  founded  in 
1968  by  James  Kim,  a  Korean  immigrant.  Amkor  gets 
raw  chips  and  components  from  giants  like  Intel  and 
Motorola  and  mounts  and  assembles  them  into  plastic 
and  ceramic  packages. 

Spalding  &  Evenflo,  a  maker  of  baby  and  athletic 
equipment,  is  back  on  the  Private  500  list  after  a  three - 
year  hiatus.  Spalding  was  disqualified  in  1993  when  we 
discovered  that  the  Cisneros  brothers  of  Venezuela  con- 
trolled the  firm.  In  1996,  investment  firm  Kohlberg 
Kravis  Roberts  bought  out  the  company,  so  foreign  own- 
ership is  no  longer  an  issue. 

Packard  Bell  is  now  Packard  Bell  NEC.  Combined  with 
NEC's  non-Japanese  computer  operations,  Packard  Bell 
has  pro  forma  revenues  of  $8  billion.  Even  though  NEC  is 
foreign,  it  owns  only  20%  of  Packard  Bell,  so  Packard  Bell 
remains  on  our  list. 

Forbes  published  its  first  ranking  of  the  largest  private 
companies  in  1985.  A  lot  has  changed  since  then,  but  a 
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few  things  remain  constant.  One  is 
that  wholesale  and  retail  distribution 
(supermarkets,  car  dealerships)  is 
ovcrrepresented  among  private  com- 
panies as  compared  with  its  contribu- 
tion to  our  list  of  public  companies 
that  appears  in  the  spring.  Another  is 
that  manufacturing  and  technology 
are  underrepresented.  Among  the 
exceptions  in  the  latter  category, 
besides  the  PC-related  firms  already 
mentioned:  sas  Institute,  a  software 
developer  ranked  366,  and  Science  Applications  Interna- 
tional, a  high-tech  consulting  and  defense  contracting 
firm  that  appears  in  slot  56. 

What's  a  private  company?  It's  one  that  either  has  too 
few  shareholders  to  have  to  file  financial  reports  with  the 
Securities  &  Exchange  Commission  (Mars,  for  example) 
or  has  enough  shareholders  but  restricts  ownership  to  a 
narrow  group  (United  Parcel  Service  is  the  classic  case — 
it  limits  stock  ownership  to  employees  and  their  families). 
All  told,  1  in  8  of  these  500  files  with  the  sec,  often  on 
account  of  a  public  bond  offering. 

We  exclude  certain  categories  of  companies  from 
this  list:  mutually  owned  firms  like  Prudential  Insur- 
ance; cooperatives  like  Affiliated  Foods;  trading  firms 


with  fewer  than  100  employees; 
foreign-owned  firms;  and  firms  that 
are  50%  or  more  owned  by  another 
corporation. 

Our  sources,  besides  the  Securities 
&  Exchange  Commission,  include 
the  companies  themselves,  which  are 
sometimes  willing  to  share  copies  of 
audited  financial  reports  with  us; 
industry  analysts;  trade  publications; 
and  competitors. 

We  show  profit  figures  where  we 
either  know  them  precisely  or  can  get  reasonably  accurate 
estimates  from  outside  sources.  The  net  income  figure  is 
aftertax  (caution:  a  handful  of  partnerships  on  this  list  do 
not  pay  corporate  taxes);  the  operating  income  is  net 
before  depreciation,  interest  and  taxes.  This  year  employ- 
ee counts  reflect  total  employees  rather  than  full-time  or 
full-time  equivalents.  ■■ 


An  expanded  and  searchable  database  of  the 
Forbes  500  Largest  Private  Companies 
is  on  the  internet  (www.forbes.com)  and 
on  CompuServe  (GO  FORBES). 
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(TVho  could  have  Donald  J.  Trump  as  their  developer, 
Philip  Johnson  as  their  architect  and 
Jean-Georges  Vongerichten  as  their  chef? 


It  Trump  International  Hotel  and  Tower,  you'll  enjoy  the  brilliance  of 
the  world's  most  visionary  Developer. . .  America's  foremost  Architect. . .  and 
New  York's  premier  Chef.  Combined  with  the  experience  of  the  Galbreatfi 
Company  and  the  financial  resources  of  General  Electric  Pension  Trust,  these 
formidable  talents  have  created  the  most  important  new  address  in  the  world. 

This  contemporary  landmark  offers  its  residents  a  spectacular  location; 
magnificent  views;  Jean-Georges,  the  new  signature  restaurant  of  New  York's 
most  celebrated  chef  lean-Georges  Vongerichten;  and  world-class  services  and 
amenities  that  only  a  super  luxury  hotel  can  provide. 

Already  over  75%  sold,  the  condominiums  at  Trump  International  will  be 
ready  for  occupancy  in  January  1997. 

Tower  Residences  from  $915,000.  Hotel  Suites  from  $825,000* 

The  Sunshine  Group,  Ltd.,  Exclusive  Marketing  and  Sales  Agent. 
One  Central  Park  West,  Suite  402,  New  York,  NY  10019. 
(212)247-7000  Fax(212) 664-1936  Broker  participation  invited. 


TRUMP 


1  N  T  E  R  N  A  T  I 

O 

N 

A 

L 

HOTEL      &  J 

o 

W 

E 

R 

ONE  CENTRAL  PARK  WEST 


"he  Windsor  Collection  and  Excelsior  Collection  Suites. 

eveloped  by  The  Trump  Organization,  The  Galbreath  Company  and  General  Electric  Pension  Trust, 
le  complete  offering  terms  are  in  an  Offering  Plan  available  from  the  Sponsor. 

fe  are  pledged  to  the  letter  and  spirit  of  U.S.  policy  for  the  achievement  of  equal  housing 
iportunity  throughout  the  Nation.  We  encourage  and  support  an  affirmative  advertising  and 
•arketing  program  in  which  there  are  no  barriers  to  obtaining  housing  because  of  race,  color, 
ligion,  sex,  handicap,  familial  status  or  national  origin. 
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R-anL 

(~*  rtfnnanu 

Phipf 

Employees 

-lAdlllv— 

'96  '95 

•  business 

executive 

ACVCI  IUC3 

($mil) 

operating 
($mil) 

net 
($mil) 

r  ISCdf 

year-end 

1  1 

Cargill 

intl  marketer  &  processor  of  agricultural  &  industrial  commodities 

Ernest  S  Micek 

tf'cc  Ann 

fro  non« 

^nno 
$907 

76,500 

May 

2  2 

Koch  Industries 

oil  &  gas,  chemicals,  agriculture,  minerals,  real  estate,  finance 

Charles  Koch 

^D/UUe 

obue 

i  o  nnn 

June 

3  d 

United  Parcel  Service 

package  delivery 

Kent  C  Nelson 

01  C\A  C. 

i  r\A o 

ooo  nnn 
33Z,UUU 

Dec 

4  4 

Continental  Grain                                              Donald  L  Staheli 
markets  commods,  processes  poultry,  runs  cattle  feed  lots;  finl  svcs;  aquaculture 

1 c  nnn 

ooiie 

0/1  Ao 

i  c  onn 

Mar 

o  b 

Goldman  Sachs  Group 

securities  brokerage,  investment  banking 

Jon  S  Corzine 

1  /I  OOrt 

1  CCA 

1  0/1Q 

o  l  cn 
0,109 

NOV 

C  K 
0  D 

Mars 

makes  candy,  ice  cream  &  pet  food;  rice;  beverages;  electronics 

Forrest  E  Mars  Jr 

i  a  nnn 
14.UUU 

i,i /ue 

onna 

oq  nnn 

Dec 

/  y 

Ingram  Industries 

distributes  computer  products,  books  &  videos;  operates  barges;  insurance 

Martha  R  Ingram 

1 1  i  Rn 

□uue 

i  ono 

1  a  ono 

Dec 

8  8 

Andersen  Worldwide 

accounting,  auditing,  tax  &  consulting  services 

Lawrence  A  Weinbach 

9,499 

2,380e 

l,710e 

91,572 

Aug 

9  7 

Publix  Super  Markets 

525  supermarkets  in  Alabama,  Florida,  Georgia  &  South  Carolina 

Howard  M  Jenkins 

9,393 

449 

242 

95,000 

Dec 

10  10 

Bechtel  Group 

engineering,  construction  &  management 

Riley  P  Bechtel 

8,504 

450e 

210e 

28,000 

Dec 

Ernest  Micek  of  number-one -ranked 
Cargill  is  only  the  third  nonfamily 
member  in  131  years  to  head  this 
agribusiness  giant. 


11 

13 

KPMG  Peat  Marwick 

accounting,  auditing,  tax  &  consulting  services 

Stephen  G  Butler 

8,100 

2,030e 

l,540e 

82,000 

Sept 

12 

38 

Packard  Bell  NEC 

sells  computer  products  through  department  &  discount  stores 

Beny  Alagem 

8,000* 

320e* 

8,000 

Dec 

13 

12 

Ernst  &  Young 

accounting,  assurance,  tax  &  consulting  services 

Philip  A  Laskawy 

7,550e 

l,890e 

l,360e 

66,000 

Sept 

14 

11 

Montgomery  Ward  &  Co 

department  stores,  Home  Ideas  &  Lechmere  stores,  catalog  sales 

Bernard  F  Brennan 

7,085 

220 

11 

55,000 

Dec 

15 

15 

Coopers  &  Lybrand 

accounting,  auditing,  tax  &  consulting  services 

Nicholas  G  Moore 

6,755e 

l,350e 

l,020e 

71,000 

Sept 

16 

14 

Levi  Strauss  &  Co 

Levis  &  Dockers  jeans  &  related  products 

Robert  D  Haas 

6,708 

1,103 

735 

37,700 

Nov 

17 

17 

Deloitte  Touche  Tohmatsu  International 

accounting,  auditing,  tax  &  consulting  services 

J  Michael  Cook 

6,500 

l,630e 

l,200e 

63,440 

June 

18 

30 

MacAndrews  &  Forbes  Holdings 

Revlon,  Marvel  Entertainment,  Coleman,  Consolidated  Cigar 

Ronald  0  Perelman 

6,196 

832 

44 

30,563 

June 

19 

19 

Aramark 

distributes  food  to  hospitals  &  schools;  health  care  &  other  services 

Joseph  Neubauer 

6,120 

475 

110 

150,000 

Oct 

20 

20 

Marmon  Group 

60  manufacturing  &  service  companies 

Robert  A  Pritzker 

6,083 

850e 

307 

30,000 

Dec 

■  Not  on  last  year's  list.  •Went  private  via  leveraged  buyout  since  1991.  e:  Estimate.  *Pro  forma  figures. 
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-Rank- 
le '95 

Company 

business 
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($mtl3 

Profits 
operating 
($mil) 
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 :  ^1 

Fiscal 
year-end 

net 
r$mil) 

21 

16 

Meijer 

general  merchandise  &  grocery  stores  in  the  Midwest 

Fred  Meijer 

$6,000e 

$240e 

$170e 

60,000 

June 

22 

18 

•  Borden 

Cracker  Jack,  soups  &  other  food  &  dairy  products;  industrial  products 

C  Robert  Kidder 

5,944 

155 

-366 

27,500 

Dec 

23 

21 

HE  Butt  Grocery 

H-E-B  &  H-E-B  Pantry  Food  stores;  milk  plant  &  bread  bakery  in  Texas 

Charles  C  Butt 

5,800' 

285' 

99' 

42,000 

Oct 

24 

22 

Amway 

direct  sales  of  household  &  personal  care  products 

Steve  Van  AndeP 

5,352e 

650e 

290e 

13,000 

Aug 

25 

23 

Advance  Publications 

newspaper  chain,  Random  House,  Conde  Nast,  New  Yorker 

SI  Newhouse  Jr 

5,349e 

l,070e 

200e 

24,000 

Dec 

26 

25 

Price  Waterhouse 

accounting,  auditing,  tax  &  consulting  services 

James  J  Schiro 

5,020 

l,350e 

l,050e 

53,000 

June 

27 

28 

JM  Family  Enterprises 

independent  distributor  of  Toyotas;  auto  dealerships 

Pat  Moran 

4,500 

140e 

60e 

2,000 

Dec 

28 

26 

Ralphs  Grocery 

supermarkets  in  California  &  the  Midwest 

George  G  Golleher 

4,335 

175 

-260 

30,101 

Jan 

29 

35 

Fidelity  Investments 

mutual  funds,  discount  brokerage,  pension  management 

Edward  C  Johnson  3d 

4,277 

l,540e 

431 

18,000 

Dec 

30 

27 

•  Alliant  Foodservice 

distributes  food  to  restaurants,  hospitals  &  other  nonretail  outlets 

James  A  Miller 

4,226 

lOOe 

50e 

8,500 

Dec 

31 

29 

Path  mark  Stores 

supermarkets  &  drugstores  in  eastern  US 

James  Donald 

4,182 

265 

33 

31,000 

Jan 

32 

31 

Huntsman 

chemicals,  polymers,  packaging 

Jon  M  Huntsman 

4,170 

545 

8,250 

June 

33 

37 

Cox  Enterprises 

newspapers,  broadcasting,  broadbrand  communications,  auto  auctions 

James  C  Kennedy 

3,806 

l,180e 

300e 

38,000 

Dec 

34 

32 

SC  Johnson  &  Son 

specialty  products  for  home,  personal  care  &  insect  control 

William  D  George  Jr 

3,800e 

570e 

230e 

12,500 

June 

35 

33 

Hallmark  Cards 

greeting  cards  &  related  products;  television  programming;  art  materials 

Irvine  0  Hockaday  Jr 

3,400 

450e 

170e 

36,100 

Dec 

Forbes  Four  Hundred  members  and 
their  families  own  92  of  the  largest 
private  companies,  including  Bechtel, 
Meijer  and  Parsons  &  Whittemore. 


36 

43 

C&S  Wholesale  Grocers                                          Richard  B  Cohen 
wholesales  food  to  supermarkets,  retail  stores  &  military  bases 

3,348 

120e 

40e 

2,850 

Sept 

37 

46 

Enterprise  Rent-A-Car                                         Andrew  C  Taylor 
auto  rental,  leasing,  car  sales 

3,127 

470e 

160e 

28,806 

July 

~38~ 

__ 

Peter  Kiewit  Sons'                                             Walter  Scott  Jr 
heavy  construction,  coal  mining,  telecomm,  private  toll  road  in  California 

2,902 

314 

244 

14,300 

Dec 

39 

42 

Hy-Vee                                                            Ronald  D  Pearson 
Hy-Vee  Food  stores,  Drug  Town  drugstores  &  Heartland  Pantry  convenience  stores 

2,800! 

70e 

30e 

36,000 

Sept 

40 

41 

Milliken  &  Co                                                  Roger  Milliken 
textiles  &  chemical  products 

2,800e 

290e 

80e 

14,000 

Nov 

■  Not  on  last  year's  list.  "Went  private  via  leveraged  buyout  since  1991.  e:  Estimate.  'Company  provided  estimate  for  October  1996.  'Dick  DeVos  is  co-chief  executive.  'Company  provided 
estimate  for  September  1996. 
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41 

173 

Trace  International  Holdings 

home  furnishings,  auto  dealerships 

Marshall  Cogan 

$2,772e 

$135e 

$-42e 

7,800 

Dec 

42 

47 

Graybar  Electric 

wholesales  &  distributes  electrical  &  communications  equipment 

Carl  Hall 

2,765 

117 

37 

6,000 

Dec 

43 

48 

Hearst                                                            Frank  A  Bennack  Jr 
newspapers,  magazines,  cable  TV,  books,  broadcasting,  syndicates  comic  strips 

2,718e 

518e 

150e 

14,000 

Dec 

~44~ 

HI 

Menards 

home  improvement  centers  in  the  Midwest 

John  Menard 

2,700e 

149e 

81e 

6,534 

Dec 

45 

55 

JR  Simplot 

processes  potatoes,  vegetables,  cheese  &  other  foods;  fertilizer;  livestock 

Stephen  A  Beebe 

2,700 

270e 

122e 

13,000 

Aug 

46 

44 

Steelcase 

manufactures  &  distributes  office  furniture  &  systems 

James  P  Hackett 

2,600 

205e 

148e 

19,000 

Dec 

47 

34 

Penske 

leases  trucks;  auto  dealerships;  motorsports 

Roger  S  Penske 

2,570e 

540e 

97e 

21,800 

Dec 

48 

50 

Transammonia 

trades  &  ships  fertilizers,  liquefied  petroleum  gas  &  petrochemicals 

Ronald  P  Stanton 

2,478 

20e 

8e 

235 

Apr 

49 

49 

Randall's  Food  Markets 

Tom  Thumb  Food  &  Pharmacy,  Randall's  Food  &  Pharmacy  stores 

R  Randall  Onstead  Jr 

2,400 

67e 

34e 

22,000 

June 

50 

53 

Global  Petroleum 

distributes  petroleum 

Alfred  A  Slifka 

2,386e 

23e 

14e 

175 

Dec 

51 

54 

Schwan's  Sales  Enterprises 

delivers  frozen  pizzas  &  other  frozen  foods  to  homes,  hospitals  &  schools 

Alfred  Schwan 

2.338e 

232e 

llle 

6,000 

Dec 

52 

64 

Jordan  Group 

auto  dealerships  &  fleet  sales 

Jordan  Kapson 

2,322 

38e 

24e 

200 

Dec 

53 

57 

Hendrick  Automotive  Group 

auto  dealerships  in  9  states 

JR  Hendrick  III 

2,315 

63e 

32e 

4,500 

Dec 

54 

83 

•  Wesco  Distribution 

distributes  electrical  supplies,  components  &  related  products 

Roy  W  Haley 

2,258* 

83* 

30* 

4,471 

Dec 

55 

56 

Giant  Eagle 

supermarkets  in  Pennsylvania,  Ohio  &  West  Virginia;  wholesales  food 

David  S  Shapira 

2,160e 

61e 

28e 

12,000 

June 

56 

65 

Science  Applications  International 

technology  research  &  development  &  systems  integration 

JR  Beyster 

2,156 

142 

57 

21,100 

Jan 

57 

52 

Red  Apple  Group 

supermarket  chain  in  New  York  City;  refines  oil;  real  estate 

John  Catsimatidis 

2,150 

83 

37 

4,300 

May 

58 

~w 

•  Entex  Information  Services                                    John  McKenna 
PC  &  network  support  services  for  large  corporations  &  government  agencies 

2,144 

64e 

21e 

5,200 

June 

59 

60 

Wegmans  Food  Markets 

Wegmans  Food  Markets  stores,  Chase-Pitkin  home  &  garden  centers 

Robert  B  Wegman 

2,130 

70e 

23e 

24,446 

Dec 

60 

61 

Southern  Wine  &  Spirits 

distributes  wine  &  spirits 

Harvey  Chaplin 

2,125e 

85e 

43e 

4,000 

Dec 

61 

66 

Core-Mark  International 

distributes  tobacco  products,  candy,  health  &  beauty  aids 

Gary  L  Walsh 

2,100e 

69e 

21e 

2,063 

Dec 

62 

81 

Perdue  Farms 

processes  poultry 

James  A  Perdue 

2,100 

215e 

58e 

18,000 

Mar 

63  68 

TLC  Beatrice  International  Holdings 

wholesales  &  retails  food  in  Europe;  makes  ice  cream  &  other  desserts 

Loida  Nicolas  Lewis 

2,073 

116 

15 

4,600 

Dec 

64 

92 

•  American  Axle  &  Manufacturing 

makes  gears,  axles  &  forged  prods  for  General  Motors  &  other  automakers 

Richard  E  Dauch 

2,000 

210e 

90e 

8,550 

Dec 

65 

74 

Mid-Atlantic  Cars 

auto  dealerships 

Frank  Cuteri 

2,000e 

54e 

28e 

3,600 

Dec 

■  Not  on  last  year's  list.  »Went  private  via  leveraged  buyout  since  1991.  e:  Estimate.  *Pro  forma  figures. 
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These  Pros  Have  A  Lot 

In  Common 


Dr.  Sidney  Harman, 
Chairman  and  CEO, 
Harman  International  Industries 


Pete  Sampras, 
Tennis  Professional 


The  Tools  of 
Their  Trade. 

The  challenges  these  pros  have  are 
about  balancing  demanding  sched- 
ules, capitalizing  on  opportunities  and 
selecting  the  right  "business"  tools. 

So,  whether  you're  the  world's 
number  one  tennis  player  or  the 
Chairman  and  CEO  of  a  successful 
company,  you  need  the  right  tools 
to  give  you  the  competitive  edge,  to 
make  you  more  productive  and  pro- 
vide you  more  time. 


Executive  Jet's  Netjets®  program  of 
fractional  ownership  is  such  a  pro- 
ductivity tool.  It  allows  you  to  own  a 
business  jet  for  as  little  as  l/8th  the 
cost  of  an  entire  aircraft — with  guar- 
anteed operating  costs,  guaranteed 
iquidity  and  guaranteed  availability 
365  days  a  year,  24  hours  a  day. 

We've  been  tailoring  fractional  air- 
craft ownership  solutions  for  some  of 
the  busiest  and  most  successful  indi- 
viduals and  companies  since  we 
created  the  concept  in  1986.  No 
matter  what  your  game  is,  we  can 
tailor  a  Netjets  share  to  meet  your 
needs.  Select  the  tool  that  Pete 
Sampras  and  Dr.  Sidney  Harman 
own — Netjets. 


Nd/SffS' 

And  NetJets®  Europe 
Fron4  Executive  Jet 

For  More  Information  Call 
1-800-821-2299 


Fractional  aircraft  shares  are  available  in  small,  mid-range  and  large  cabin  business  jets  including  the  Citation  SII,  Citation  V  Ultra, 

Citation  VII,  Hawker  1000,  Citation  X  and  Gulfstream  IV-SP. 
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66 

62 

•  Specialty  Foods 

breads,  cookies,  specialty  cheeses,  premium  snacks  &  other  food  products 

Paul  Liska 

$1,975 

$178 

$-270 

14,000 

Dec 

67 

134 

Scoular 

trades  &  stores  grain  &  feed  ingredients 

Marshall  E  Faith 

1,955 

29e 

6e 

285 

May 

68 

76 

Dunavant  Enterprises 

gins  &  trades  cotton;  real  estate 

William  B  Dunavant  Jr 

1,927 

105e 

30e 

920 

June 

69 

69 

Raley's 

Raley's  Food  &  Drug  stores,  Bel  Air  Markets 

Charles  L  Collings 

1,912 

54e 

25e 

11,000 

June 

70 

89 

Southwire 

copper  &  aluminum  rods,  electrical  power  cables  &  specialty  wires 

Roy  Richards  Jr 

1,900 

190e 

96e 

5,000 

Dec 

71 

70 

Gulf  Oil 

wholesales  &  distributes  oil  &  petroleum  products 

John  Kaneb 

1,890' 

lOe 

6e 

200 

Sept 

72 

72 

Kohler 

plumbing  products,  engines,  generators,  furniture,  hotels 

Herbert  V  Kohler Jr 

l,835e 

180e 

55e 

15,000 

Dec 

73 

77 

Metromedia 

Ponderosa  steakhouses  &  Bennigan's  restaurants;  telecomm;  Empire  Hotels 

John  W  Kluge 

l,821e 

309e 

63e 

65,000 

Dec 

74 

100 

McKinsey  &  Co 

international  business  consulting  firm 

Rajat  Gupta 

1,800 

540e 

400e 

7,000 

Dec 

75 

82 

Renco  Group                                                   Ira  L  Rennert 
makes  steel,  fabricates  metal;  builds  HumVee  &  Hummer  all-terrain  vehicles 

1,800' 

150e 

60e 

7,150 

Oct 

76 

78 

Helmsley  Enterprises 

real  estate,  Helmsley  &  Harley  hotels 

Harry  B  Helmsley 

l,770e 

225e 

46e 

13,000 

Dec 

Founded  as  Andersen  Lumber  Co.  by  Danish 
immigrant  Hans  Andersen  in  1903, 
Andersen  Corp.  is  now  the  largest  U.S.  maker 
of  wooden-framed  windows  and  patio  doors. 


77 

79 

VT 

auto  &  boat  dealerships 

Larry  Van  Tuyl! 

1,755 

47e 

25e 

3,950 

Dec 

78 

110 

Guardian  Industries 

flat  glass,  fiberglass  insulation,  plastics,  auto  glass 

William  Davidson 

l,750e 

263e 

114e 

10,500 

Dec 

79 

■ 

Keystone  Foods 

processes  &  distributes  beef  &  poultry  for  fast-food  &  other  restaurants 

Herbert  Lotman 

1,736 

87e 

26e 

3,800 

Dec 

80  90 

Stater  Bros  Markets 

110  Stater  Bros  supermarkets  In  California 

Jack  H  Brown 

1,721 

60 

16 

10,000 

Sept 

81 

93 

Lennox  International 

climate-control  systems  &  equipment 

John  W  Norris  Jr 

l,710e 

222e 

103e 

8,000 

Dec 

82 

105 

Schneider  National 

truckload  carrier 

Donald  J  Schneider 

1,710 

214e 

43e 

15,800 

Dec 

83 

73 

Belk  Stores  Services 

Belk  &  Leggett  department  stores 

John  M  Belk 

l,700e 

85e 

34e 

29,000 

Jan 

84  88 

MBM 

distributes  food  &  related  products  to  restaurant  chains 

Jerry  L  Wordsworth 

1,700 

48 

18 

1,500 

Dec 

85 

59 

Simpson  Investment 

lumber,  logging,  plywood,  doors,  paper 

Colin  Moseley 

l,700e 

371e 

134e 

6,600 

Dec 

■  Not  on  last  year's  list.  «Went  private  via  leveraged  buyout  since  1991.  e:  Estimate  'Company  provided  estimate  for  September  1996.  Company  provided  estimate  for  October  1996. 
'Cecil  Van  Tuyl  is  co-chief  executive. 
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year-end 

86  127 

Parsons  &  Whittemore 

manufactures  pulp  &  paper 

George  F  Landegger 

$l,667e 

$379e 

$126e 

2,000 

Mar 

87  85 

Carlson  Cos                                                    Curtis  L  Carlson 
TGI  Friday's  &  Country  Kitchen  rests,  Radisson  hotels,  Carlson  Wagonlit  Travel 

l,665e 



142e 

39e 

130,000 

Dec 

88  67 

Ed  Morse  Automotive  Group 

auto  dealerships 

Edward  J  Morse 

1,662 

34 

10 

2,188 

Dec 

89  94 

Gulf  States  Toyota 

independent  distributor  of  Toyotas 

Jerry  Pyle 

l,660e 

33e 

17e 

1,500 

Dec 

90  103 

DeMoulas  Super  Markets                                      Telemachus  A  Demoulas 
DeMoulas  &  Market  Basket  supermarkets  in  Massachusetts  &  New  Hampshire 

1,650 

1  

99e 

25e 

11,700 

Dec 

91  86 

Consolidated  Electrical  Distributors 

wholesales  &  distributes  electrical  equipment 

Keith  W  Colburn 

l,600e 

136e 

32e 

4,000 

Dec 

92  107 

Holman  Enterprises 

auto  dealerships,  fleet  sales  &  leasing;  remanufactures  auto  parts 

John  W  Kolb 

l,590e 

34e 

19e 

3,200 

Dec 

93  106 

transportation  &  financial  services;  distributes  produce 

^iH  VprHnnrn 

OIU  YClUUUIII 

1,580 

79e 

17e 

1,550 

Dec 

94  63 

Schnuck  Markets 

91  Schnucks  supermarkets  in  the  Midwest 

Craig  D  Schnuck 

l,570e 

38e 

20e 

15,500 

Oct 

95  97 

Del  Monte  Foods 

processes  canned  vegetables  &  fruits 

Paul  H  Mullan' 

l,553e 

93e 

28e 

12,500 

June 

96  95 

Eby-Brown 

distributes  candy,  tobacco,  food  &  merchandise 

Richard  W  Wake' 

1,550 

16e 

4e 

1,403 

Dec 

97  115 

International  Data  Group 

computer  publications  &  market  research;  computer  trade  shows 

Patrick  J  McGovern 

1,550 

240 

145 

8,800 

Sept 

98  84 

Lefrak  Organization 

real  estate  development  &  management;  entertainment;  oil  &  gas 

Samuel  J  LeFrak 

l,535e 

192e 

35e 

17,500 

Dec 

99  101 

Clark  Enterprises 

contractor  &  builder  of  hotels,  office  bldgs,  sports  &  convention  facilities 

A  James  Clark 

l,500e 

38e 

15e 

3,000 

Dec 

100  91 

Parsons  Corp 

international  engineering  &  construction  company 

James  F  McNulty 

1,500 

53e 

26e 

10,000 

Dec 

ir 


Ronald  Perelman's  MacAndrews  &  Forbes, 
ranked  18,  has  a  controlling  interest 
in  nine  public  companies,  including  Revlon, 
Marvel,  Toy  Biz  and  Coleman. 


101  137 

General  Medical 

supplies  medical  equipment  to  hospitals,  clinics  &  nursing  homes 

Steven  B  Nielsen 

1,492 

35 

-14 

3,151 

Dec 

102  125 

Continental  Cablevision3                                      Amos  B  Hostetter  Jr 

cable  television  service  to  7  million  homes;  broadband  communication  services 

1,442 

605 

-112 

9,200 

Dec 

103  126 

QuikTrip 

gasoline  &  convenience  stores  in  7  southern  &  midwestern  states 

Chester  Cadieux 

1,423 

49 

12 

4,075 

Apr 

104  167 

UniGroup 

United  Van  Lines  &  Mayflower  Transit  moving  services 

Maurice  Greenblatt 

1,406 

51 

19 

1,050 

Dec 

105  117 

Gordon  Food  Service 

distributes  food  to  restaurants,  schools  &  health  care  facilities 

Paul  Gordon 

1.4001 

52e 

29e 

3,000 

Oct 

■  Not  on  last  year's  list.  »Went  private  via  leveraged  buyout  since  1991.  e:  Estimate.  'Brian  E  Haycox  is  co-chief  executive.  :Thomas  G  Wake  is  co-chief  executive. 
'Announced  plans  to  be  acquired  by  US  West.  'Company  provided  estimate  for  October  1996. 
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106  112 

Alamo  Rent-A-Carl 

auto  rental 

D  Keith  Cobb 

$1,398 

$513 

$-50 

8,100 

Dec 

107  121 

Sinclair  Oil 

oil  refineries,  ski  resorts,  hotels,  gas  stations 

RE  Holding 

'  l,390e 

184e 

39e 

5,600 

Dec 

108  124 

Golub 

Price  Chopper  supermarkets  &  Mini  Chopper  convenience  stores 

Lewis  Golub 

l,375e 

44e 

19e 

15,500 

Apr 

^io9"roT~ 

JM  Huber 

chemicals;  natural  resources;  explores  for  oil  &  gas;  makes  electronic  equip 

Peter  T  Francis 

l,371e 

87e 

31e 

5,000 

Dec 

110  118 

Gilbane  Building 

constructs  water  treatment  plants,  airports,  educational  &  govt  facilities 

Paul  J  Choquette  Jr 

1,371 

37e 

15e 

856 

Dec 

Among  the  private  giants  are  60  that 
are  at  least  a  century  old.  Among  them: 
Menasha,  Gilbane  Building 
and  Mover  Packing. 


Ill  120 

Golden  State  Foods 

processes  &  distributes  food  &  supplies  to  McDonald's  outlets 

James  E  Williams 

l,370e 

52e 

15e 

1,700 

Dec 

Schreiber  Foods 

makes  cheese  for  schools,  fast-food  restaurants  &  private-label  brands 

Jack  Meng 

l,370e 

77e 

45e 

2,300 

Sept 

113  180 

Stroh  Brewery 

Stroh's,  Schaefer,  Schlitz  &  other  malt  beverage  products;  Chaos  iced  tea 

William  L  Henry 

l,355e' 

35e! 

4,500 

Mar 

114  ■ 

•  Riverwood  International 

coated  kraft  paperboard  for  packaging;  paper  mills;  packaging  machinery 

Thomas  H  Johnson 

1,342 

156 

46 

6,400 

Dec 

115  132 

GAF 

specialty  chemicals;  distributes  roofing  &  other  building  materials 

Samuel  J  Heyman 

1,339 

243 

33 

5,209 

Dec 

116  179 

Sammons  Enterprises 

insurance;  industrial  equipment 

Robert  W  Korba 

l,315e 

214e 

82e 

2.400 

Dec 

117  114 

Alex  Lee 

distributes  food;  supermarkets 

Boyd  L  George 

1,300 

43e 

14e 

5,400 

Sept 

118  185 

Tang  Industries 

fabricates  &  distributes  metal;  pharmaceuticals;  office  furniture 

Cyrus  Tang 

1,300 

126e 

43e 

4,000 

Dec 

119  141 

Great  Dane  Holdings 

manufactures  truck  trailers;  stamps  auto  parts;  operates  taxis;  insurance 

David  R  Markm 

1.293 

113 

35 

5,750 

Dec 

120  133 

Potamkin  Cos 

auto  dealerships  in  New  York.  New  Jersey,  Florida  &  Pennsylvania 

Alan  Potamkin3 

1,290 

28e 

13e 

2,500 

Dec 

121  ■ 

Grant  Thornton 

accounting  &  consulting 

Robert  Kleckner 

1,285 

257e 

193e 

18,300 

Dec 

122  152 

Flying  J 

truck  &  travel  plaza  stops;  oil  refining,  production  &  exploration 

J  Phillip  Adams 

1,282 

58e 

lOe 

7,600 

Jan 

123  111 

Roll  International 

grows  almonds,  olives,  oranges,  pistachios;  Teleflora;  Franklin  Mint 

Stewart  Resnick 

l,280e 

125e 

59e 

7,500 

Dec 

124  129 

Brookshire  Grocery 

Brookshire  &  Super  1  supermarkets 

James  Hardin 

l,270e 

29e 

lOe 

9,500 

Oct 

125  149 

Neuman  Distributors                                          Samuel  Toscano  Jr 
distributes  pharmaceuticals  &  medical  equipment  to  hospitals  &  drugstores 

1,262 

12 

1 

710 

Apr 

■  Not  on  last  year's  list.  *Went  private  via  leveraged  buyout  since  1891.  e:  Estimate.  'Announced  plans  to  be  acquired  by  Republic  Industries. 
Reflects  acquisition  of  G  Heileman  Brewing.  'Robert  Potamkin  is  co-chief  executive. 
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A  room  with  a  view?  Certainly. 
Mosque,  bazaar  or  palace? 


It's  tke  Old  City  as  few  have  ever  seen  it.  Where  else  can  you  he  awed  hy  Istanbul's  fahled 
landmarks,  while  heing  endlessly  pampered  in  another  one?  Or  command  a  staff  Topkapi's 

sultans  would  envy?  In  Four  Seasons  fashion,  they  can  press  suits  in  an  hour,  and  deliver      FOUR  SEASONS  HOTEL 

faxes  and  delectahle  entrees  to  your  room  in  minutes.  Telephone  your  travel  counsellor  or  .%//?s>A/^ 

call  Four  Seasons  ahout  tl  le  intimate  Istanhul  hotel  that  overlooks  nothing.  Except  Istanhul.    a  Four  seasons  •  regent  hotel 


TEVKIFHANE  SOKAK  NO.  1,  34490  SULTANAHMET-EMINONU,  ISTANBUL, TURKEY.  IN  THE  U.S.,  CALL  1-800-332-3442.  OR  VISIT  OUR  WEB  SITE  AT  www.fskr.com 

©  1996  Four  Seasons  Holds  L.mitcJ 


Morgan  means  more 


More  value  from  your  wealth 


asset  management   •   securities  research  &  sales   •    hedging  instruments 


to 


individual  investors 


Consider  your  assets:  Investments.  Business  interests.  Real  estate.  Cash. 

At  J.R  Morgan,  we  help  you  evaluate  them  as  a  whole  and  understand  how 
they  interact.  We  dissect  and  analyze  each  component,  and  unlock  their  value 
by  configuring  them  all  for  better  performance.  So  you  get  more  out  of  them. 

We  offer  investment  management  on  a  global  scale.  Standard-setting  research 
across  asset  classes.  And  innovative  investment  opportunities  created  for  our 
clients  alone. 

All  aimed  at  delivering  more  after-tax  wealth. 

No  firm  is  more  focused  on  your  needs  -  for  the  right  solution,  for  objective 
counsel,  and  for  unwavering  commitment  from  a  skilled  advisor.  At  J.R  Morgan, 
we've  put  our  clients'  interests  first  for  more  than  a  century,  earning  their  trust 
and  their  business,  year  after  year. 

If  you  have  substantial  assets  and  would  like  to  find  out  how  much  more  you 
can  get  from  them,  please  call  Maureen  S.  Perry  at  212-837-3595. 


JP  Morgan 


•     tax    structuring     •     estate    planning     •     liquidity  management 

©1996  J  P  Morgan  S  Co  Incorporated  J  P.  Morgan  Securilies  Inc ,  member  SIPC  Morgan  Guaranty  Trust  Company  ol  New  York,  member  FDIC  J  P  Morgan  is  the  marketing  name  lor  J  P  Morgan  8.  Co  Incorporated  and  its  subsidiaries  worldwide 


PANES 


Chief 
executive 

Revenues 
($mil) 

 Profits 

operating 
($mil) 

Employees 

net 
($mil) 

r  iscal 
year-end 

126  m 

Duchossois  Industries                                           Richard  L  Ouchossois 
railroad  equip;  military  ordnance;  Arlington  Racetrack;  garage  door  openers 

$l,260e 

$55e 

$7e 

8,000 

Dec 

127  113 

84  Lumber 

388  discount  building  materials  stores 

Joseph  A  Hardy  Sr 

J.260 

65e 

20e 

3,500 

Dec 

128  87 

Holiday  Cos                                                      Ronald  A  Erickson 
Holiday  Station  &  Holiday  Plus  stores;  wholesales  food;  sporting  goods' stores 

1 ,260e 

81e 

23e 

6,000 

Dec 

129  116 

Schottenstein  Stores 

off-price  &  liquidation  department  stores 

Jay  L  Schottenstein 

l,260e 

65e 

19e 

11,948 

July 

130  131 

Connell  Limited  Partnership 

recycles  &  manufactures  metal  products;  industrial  equipment 

William  F  Connell 

1,257 

143e 

50e 

2,900 

Dec 

131  157 

Pilot 

52  convenience  stores  in  Tennessee,  Virginia  &  West  Virginia;  85 

James  A  Haslam  III 
travel  plazas 

1,257 

58 

44 

4,407 

Dec 

132  139 

Hughes  Family  Markets 

Hughes  Markets  in  California;  Santee  Dairies 

Roger  K  Hughes 

l,220e 

31e 

12e 

5,100 

Feb 

133  156 

Essex  Group 

manufactures  wire,  cable  &  electrical  insulation 

Steven  R  Abbott 

1,202 

109 

23 

4,102 

Dec 

134  140 

Andersen  Corp 

manufactures  windows 

JeroldWWulf 

l,200e 

240e 

144e 

3,700 

Dec 

135  148 

Connell 

leases  heavy  equipment;  trades  rice  &  sugar 

Graver  Connell 

1,200 

66e 

19e 

200 

Dec 

Family-owned  Huntsman  Corp.  is  the 
fourteenth-largest  chemical  manufacturer 
in  the  U.S.,  behind  publicly  held  Lyondell 
Petrochemical  and  Union  Carbide. 


136  150 

Frank  Consolidated  Enterprises 

auto  dealerships,  fleet  leasing 

James  S  Frank 

1,200 

18e 

12e 

675 

Aug 

137  98 

Grocers  Supply  Co 

distributes  food  to  convenience  stores  &  supermarkets 

Max  Levit1 

1,200 

36e 

12e 

1,200 

Dec 

138  151 

National  Car  Rental 

auto  rental 

William  E  Lobeck 

l,200e 

185e 

20e 

7,000 

Dec 

139  166 

Nobody  Beats  the  Wiz 

electronics  stores  in  the  New  York  metropolitan  area 

Lawrence  Jemal 

1.200e 

62e 

30e 

4,700 

Dec 

140  153 

Services  Group  of  America 

distributes  food;  insurance;  real  estate 

Thomas  J  Stewart 

1,200 

42e 

20e 

3,000 

Dec 

141  230 

TAD  Resources  International 

temporary  employment  agency  for  technical,  clerical  &  telecomm  workers 

James  S  Davis 

l,200e 

72e 

36e 

35,000 

Dec 

142  147 

Young  &  Rubicam 

advertising,  marketing,  communications 

Peter  A  Georgescu 

1,198 

198e 

80e 

11,100 

Dec 

143  128 

Jitney  Jungle  Stores  of  America 

Jitney  Jungle  &  Sack  &  Save  supermarkets;  Pump  &  Save  gas  stations 

WH  Holman  Jr 

1,179 

65 

16 

10,000 

Apr 

144  160 

Haworth 

designs  &  manufactures  office  furniture  &  seating 

Richard  G  Haworth 

1,150 

115e 

40e 

9,000 

Dec 

145  130 

Amsted  Industries 

railroad  &  industrial  equipment,  building  materials 

Gordon  Lohman 

1,143 

144 

77 

8,700 

Sept 

■  Not  on  last  year's  list.  »Went  private  via  leveraged  buyout  since  1991.  e:  Estimate.  'Milton  Levit  is  co-chief  executive. 
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How  to  use  the  Web 
to  propel  your  business. 

AT&T  Easy  World  Wide  WebSM:  we  provide  the  power, 
you  pick  the  direction. 


Whatever  business  you're  in,  AT&T  Easy  World  Wide  Web 
offers  an  easy,  friendly  way  to  put  your  best  foot  forward 
in  the  online  environment,  so  you  won't  feel  like  a  duck 
out  of  water! 

One  stop  shopping  for  a  global  Internet  presence 

AT&T  Easy  World  Wide  Web  gives  you  a  hassle-free 
end-to-end  solution,  from  implementing  to  managing  your 
Web  site,  so  you  eliminate  a  lot  of  the  headaches. 

To  help  you  dive  right  in,  we  provide  Web  site  creation 
tools  and  access  to  training.  And  we  can  refer  you  to  a 
team  of  professional  Web  developers  for  help  in  designing 
an  effective  site. 

The  network  reliability  you  expect  from  AT&T 

AT&T  is  experienced  in  building  operations  infrastructures 
you  can  depend  on.  And  to  keep  your  business  moving 
forward  with  the  Web,  we  provide  the  backup  systems 


and  technology  to  protect  your  site  from  becoming 
overloaded  and  obsolete. 

Propel  your  business  with  a  leader  in 
electronic  solutions 

AT&T  Easy  World  Wide  Web  is  one  of  the  many  Internet 
products  we  offer.  As  your  Internet  needs  expand,  AT&T 
can  move  you  upstream  with  additional  enhancements. 

For  more  information  on 

AT&T  Easy  World  Wide  Web  call  toll-free 

1  800  7HOSTIN,  Dept.  1208 

Or  e-mail  us  at  telemark@attmailcom 
Or  visit  our  Web  site  at 
http://www.  att.  com/ easy  commerce/ 


19%  AT&T  All  rights  reserved. 


AT&T 


\j  COMPANIES 


'  -Rank- 
•96  '95 

Company 

.  business                  :  Spj&f,. 

Chief 
executive 

Revenues 
($mil) 

 Profits 

operating 
($mil) 

net 
($mil) 

Employees 

Fiscal 
year-end 

146 

135 

Save  Mart  Supermarkets 

supermarkets  in  northern  &  central  California 

Robert  Piccinini 

$1,135 

$47 

$13 

6,010 

Mar 

147 

146 

Maritz 

marketing,  research,  motivation  programs,  travel 

William  E  Maritz 

•1,117 

66 

25 

6,800 

Mar 

148 

144 

Lincoln  Property 

real  estate  development  &  management 

A  Mack  Pogue 

1,115 

46 

3 

4,025 

June 

149 

145 

Budget  Rent  a  Car1 

international  auto  &  truck  rental 

William  N  Plamondon' 

1,113 

405e 

24,000 

Dec 

150 

■ 

Prospect  Motors 

fleet  dealer  of  General  Motors  vehicles 

William  Halvorson 

1,106 



17e 

lie 

103 

May 

151 

171 

McCombs  Enterprises 

auto  dealerships 

Gary  V  Woods 



1,103 

30e 

15e 

3,000 

Dec 

152 

169 

Black  &  Veatch 

engineering,  construction  &  technical  consulting  services 

PJ  Adam 

1,102 

25 

20 

6,100 

Dec 

153 

202 

Silgan 

manufactures  aluminum,  steel  &  plastic  containers 

R  Philip  Silver 

1,102 

135 

10 

5,110 

Dec 

154 

143 

Beef  America 

runs  slaughterhouses 

Robert  R  Norton  Jr 

i,100! 

28e 

8e 

1,600 

Oct 

155 

168 

Booz,  Allen  &  Hamilton 

management  &  technology  consulting 

William  F  Stasior 

1,100 

220e 

HOe 

6,900 

Mar 

156 

142 

Crowley  Maritime 

marine  transport  &  harbor  services,  barge  &  containerized  services 

Thomas  B  Crowley  Jr 

1,100 

44 

22 

5,000 

Dec 

157 

■ 

Jasper 

building  supplies 

Walter  F  Johnsey 

l,100e 

75e 

20e 

3,300 

Dec 

158 

■ 

Leprino  Foods 

makes  mozzarella  cheese 

James  Leprino 

l.lOOe 

55e 

33e 

2,200 

Oct 

159 

159 

Rich  Products                                                  Robert  E  Rich  Jr 
Coffee  Rich,  Rich's  Whip  Topping  &  other  frozen  foods;  broadcasting;  pro  sports 

1,100 

156e 

61e 

6,500 

Dec 

160 

122 

Cumberland  Farms 

convenience  stores,  gas  stations,  VSH  Realty 

Lily  H  Bentas 

1,091 

75 

35 

7,210 

Sept 

161 

158 

Johnson  &  Higgins 

insurance  brokerage,  risk  management 

David  A  Olsen 

1,083 

8,400 

Dec 

162 

170 

LL  Bean 

outdoor  sporting  goods  sold  by  mail  order  &  some  retail  stores 

Leon  A  Gorman 

1,078 

65e 

31e 

3,800 

Feb 

163 

228 

GSC  Enterprises 

wholesales  food 

Michael  K  McKenzie 

1,066 

16e 

5e 

1,939 

Dec 

164 

218 

Dillingham  Construction                                       William  L  Higgins 
general  contracting;  commercial,  industrial  &  marine  construction  mgmt  svcs 

1.065 

16J 

33 

1,200 

Oct 

165 

175 

WL  Gore  &  Associates 

manufactures  Gore-Tex,  electronics,  industrial  &  medical  products 

Robert  W  Gore 

1,064 

213e 

106e 

6,100 

Mar 

166 

195 

ICC  Industries 

manufactures  chemicals,  plastics  &  pharmaceuticals 

John  J  Farber 

1,062 

141e 

54e 

2,550 

Dec 

167 

282 

Enterprise  Products 

processes,  stores  &  distributes  liquefied  petroleum  gas 

Dan  L  Duncan 

1,057 

144 

66 

1,020 

Dec 

168 

189 

RaceTrac  Petroleum 

RaceTrac  &  Raceway  convenience  stores  &  gasoline  stations  in  13  states 

Carl  Bolch  Jr 

1,056 

68e 

19 

2,800 

Dec 

169 

360 

Avondale 

manufactures  cotton  &  cotton  blend  yarns,  denim  &  other  fabrics 

G  Stephen  Felker 

1,040* 

112' 

26* 

7,500 

Feb 

170 

■ 

•  Purina  Mills 

supplies  animal  feed 

David  L  Abbott 

1,036 

90 

-3 

2,500 

Dec 

■  Not  on  last  year's  list.  «Went  private  via  leveraged  buyout  since  1991.  e:  Estimate.  *Pro  forma  figures.  Announced  plans  to  be  acquired  by  Ford  Motor.  'Jack  Frazee  is  co-chief  executive. 
'Company  provided  estimate  for  October  1996. 
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FUND 


1  YEAR  5  YEAR  10  YEAR       LIFE  OF  FUND 

(Inception) 


Dreyfus  Appreciation  Fund,  Inc. 


24.94     14.SU    •  14.09  45.95" 

(1-18-84) 


Dreyfus  Emerging  Leaders  Fund* 


■57.75" 


Dreyfus  Disciplined  Stock  Fund^ 


Retail  Shares 


+20.85""  45.43 


% 


+16.09* 

(12-31-87) 


Dreyfus  Aggressive  Growth  Fund* 


81.92" 


Average  Annual  Total  Returns  as  of  9-30-96 


WHAT'S  YOUR  NEXT  PRIORITY  WHEN 

YOU'RE  A  LEADER 

IN  MONEY  MARKET  AND  BOND  FUNDS? 


Conquer  Equities. 


1    8  0  0    6  2  1  -  5  2  8  5    ask  for  ext.  4196 

Visit  a  Dreyfus  Financial  Center  •  Via  Internet:  http://www.  dreyfus.com/funds 

To  discuss  one  of  these  Dreyfus  equity  funds  or  others  with 
different  investment  objectives  and  track  records,  call  for  a  Prospectus  today. 
Past  performance  is  no  guarantee  of  future  results. 


Ireyfiis 


Call  to  get  a  Prospectus  containing  more  complete  information  on  the  Fund,  including  management  fees,  expenses  and  share  classes. 
Please  read  it  carefully  before  you  invest.  Share  price  and  investment  return  fluctuate  so  that  upon  redemption  a  shareholder  may 
receive  more  or  less  than  original  cost.  tThe  fund's  Institutional  Shares  are  subject  to  an  additional  fee,  resulting  in  lesser  returns. 
*Since  inception,  the  Manager  has  absorbed  certain  expenses  of  the  Fund  without  which  returns  would  have  been  lower.  Each 
Fund's  inception  date  is  9/29/95.  ©  1996  Dreyfus  Service  Corporation,  Broker-Dealer.  Premier  Mutual  Fund  Services,  Inc.,  Distributor. 


IES 


;>1  '1 

Thief 

Prnfit 

Employees 

 ■  

Fiscd! 

f  -R<J 

'96 

vis- 
'95 

r  f  ... 

executive 

\CVC1  lUtJ 

($mil) 

operating 
($mil) 

9  

net 
($mil) 

year-end 

1/  1 

101 

Little  Caesar  Enterprises 

pizza  restaurants 

Mic hsel  Hitch 

O.toU 

UcC 

ill 

Earle  M  Jorgensen 

distributes  metal  products  in  the  US,  Canada,  Mexico  &  UK 

Neven  Hulsey 

97 
Li 

9Q 

—Co 

£,OUU 

Apr 

I/O 

DiGiorgio 

wholesales  &  distributes  White  Rose  food  products 

Arthur  Wl  ftnlfihprfj 

1,020 

23 

1  135 

Dec 

174 

181 

North  Pacific  Lumber 

trades  &  distributes  forest,  agricultural,  steel  &  other  products 

TJ  Tomjack 

1.012 

18 

8 

715 

Dec 

175 

162 

A-Mark  Financial 

wholesales  precious  metals  &  bullion  coins;  real  estate 

Steven  C  Markoff 

1,000 

118 

July 

Deseret  Management  Corp.,  ranked  278  with 
an  estimated  $700  million  in  sales,  has  inter- 
ests in  insurance,  broadcasting  and  real 
estate.  The  Mormon  Church  has  a  controlling 
interest  in  this  for-profit  private  company. 


176 

163 

Crawford  Fitting                                                  FJ  Callahan 
values,  pipe  fittings 

l.OOOe 

180e 

90e 

2,500 

Dec 

177 

215 

Dart  Container                                                 Kenneth  Dart 
manufactures  polystyrene  cups  &  other  food  containers 

l.OOOe 

230e 

90e 

4,300 

Dec 

178 

184 

•  GS  Industries                                                    Roger  R  Regelbrugge 
steel  wire  rods,  high  carbon  steel  balls  for  mineral  processing 

l.OOOe 

70e 

lie 

3,800 

Dec 

179 

213 

Bill  Heard  Enterprises                                         William  T  Heard 
auto  dealerships;  leasing 

1,000 

34 

12 

1,600 

Dec 

180 

470 

IMG                                                               Mark  H  McCormack 
talent  management  services;  special  events;  produces  television  programs;  advertising 

l.OOOe 

1,500 

Dec 

181 

468 

Nesco                                                             Robert  J  Tomsich 
industrial  equipment,  engineering  services 

l.OOOe 

84e 

6,000 

Dec 

182 

222 

Quad/Graphics                                                    Harry  V  Quadracci 
full-service  printer  of  magazines,  catalogs,  books  &  other  commercial  products 

1,000 

HOe 

50e 

8,500 

Dec 

183 

■ 

TRT  Holdings                                                  Robert  B  Rowling 
produces  &  markets  oil  &  gas,  Omni  &  other  hotels 

l.OOOe 

135e 

38e 

2,200 

Dec 

184 

188 

Young's  Market                                                Vernon  0  Underwood 
distributes  wine  &  spirits 

1,000 

30e 

lOe 

1,600 

Feb 

185 

■ 

Hoffman  Construction                                         Cecil  W  Drinkward 
construction 

990e 

27e 

12e 

850 

Sept 

186 

178 

MTS                                                               Russell  Solomon 
Tower  Records  stores 

990e 

50e 

15e 

7,600 

July 

187 

253 

PMC/SLIC                                                         Philip  Kamins 
manufactures  specialty  chemicals,  foam,  films  &  plastics,  plastic  molding  equip 

981e* 

157e* 

59e* 

5,130 

Dec 

188 

164 

E&J  Gallo  Winery                                              Ernest  Gallo 
generic  &  premium  wines  &  wine  products 

980e 

92e 

44e 

4,000 

Dec 

189 

■ 

Honickman  Affiliates                                          Jeffrey  Honickman 
bottles  soft  drinks 

980e 

117e 

20e 

5,200 

Dec 

190 

174 

Battelle  Memorial  Institute                                    Douglas  E  Olesen 
technology  development  &  commercialization 

974 

21 

17 

7,429 

Dec 

■  Not  on  last  year's  list.  »Went  private  via  leveraged  buyout  since  1991.  e:  Estimate.  "Pro  forma  figures. 


170 


Forbes  ■  December  2,  1996 


Setting  goals  that  seem  unreachable 


It's  this  spirit  that  took  us  from  a  small  textile 


might  sound  like  a  silly  idea, 


>ut  at  Sunkyong,  it's  one  we  can' 


magine  doing  without.  In  fact, 


t's  a  management  style 


hat  we've  worked  into  a 


science.  And  last  year,  it 


lelped  us  become  a 


13  billion  dollar  global 


ompany. 


ow  the  idea  may  seem  new,  but 


hat's  behind  it  isn't.  And  that's 


eople.  For  us,  the  key  to  success  is 


eople  first,  people  second,  people 


.  When  you 
finish 
readin?  this, 
make  it  into 
a  plane 
and  aim  for 
■  the  moon. 


company  in  the  early  fifties, 


to  one  of  the  world's  few 


vertically  integrated  companies 


today.       We're    a  global 


producer  of  petroleum-based 


products  and  polyester 


films,    as    well    as  a 


telecommunications  leader 


and     global  trading 


company.     And  that's 


just  the  beginning. 


With   our   people,   we  can 


help  you  and  your  company 


third.  Our  people  are  committed  to 


achieve  goals  that  seemed  out  of  reach 


a    pursuit    of    excellence    beyond         before.  And  together,  if  we  worl 


xcellence.  For  us,  giving  a  hundred  and  ten         enough  and  aim  high  enough,  who  knows 


ercent  is  an  off  day. 


That's  what  me  do. 


where  we  might  land. 


HAT  IT  TAKES  TO  GET  THERE. 


Sunkyong  Limited  •  Yukong  Limited  •  Sunkyong  Industries  •  SKC  •  Sunkyong  Engineering  &  Construction 
110  East  55th  Street,  New  York,  NY  1  0022  •  FAX  2  1  2  -906-8137  •  www.sk.co.kr 


COMPANIES 


-Rank-  Company 

'96  '95  business 

Chief 
executive 

Revenues 
($mil) 

 Profits 

operating 
($mil) 

•  

net 
($mil) 

Employees 

Fiscal 
year-end 

191 

187 

Moorman  Manufacturing 

makes  livestock  feed;  processes  &  refines  soybeans 

Thomas  M  McKenna 

frOOOft 

jy/je 

•tyye 

♦  i  n« 

3>ioe 

o  onn 

c\oOO 

Mar 

i  no 

192 

ICC 

lob 

Lykes  Bros                                                        Thompson  L  Rankin 
processes  citrus  fruits;  insurance;  fertilizer  &  crop  protection  prods;  trucking 

yfaue 

b/e 

i  ye 

o  nnn 
J, 000 

riftft 

Dec 

193 

197 

Ormet                                                             R  Emmett  Boyle 
smelts  aluminum;  makes  semifinished  aluminum  products  &  sheet  afuminum 

ocn 

ybu 

1  Un 

lobe 

Z4e 

o  onn 

riftft 

Dec 

194 

206 

DHL  Airways 

international  air  freight  package  delivery 

Patrick  Foley 

ncn 

yby 

C  A 

b4 

1  n 

iy 

8,500 

Dec 

195 

i  no 

198 

Quality  King  Distributors 

distributes  pharmaceuticals  &  health  &  beauty  aids 

Glenn  Nussdorf 

9b0' 

lie 

1  o« 

lie 

nnn 
900 

Aft* 

Oct 

196 

Sierra  Pacific  Industries 

lumber  &  millwork  products;  windows 

Red  Emmerson 

ybue 

1  00« 

i^ye 

A  In 

4/e 

o  nnn 
J, 000 

Dec 

197 

o  m 

Larry  H  Miller  Group 

auto  dealerships;  Utah  Jazz  basketball  team 

Larry  H  Miller 

noc 

40e 

lbe 

0  101 

l,lll 

rtftft 

Dec 

19o 

■ 

Oppenheimer  Group 

brokerage,  investment  banking,  money  management 

Stephen  Robert' 

OOC 

ooe 

bbe 

0  000 

i,lll 

Apr 

1  ao 
199 

1  00 

Sutherland  Lumber 

home  improvement  centers 

Donna  Sutherland 
Pearson 

yzoe 

ile 

ye 

o  nnn 
J, 000 

Dec 

OOfi 

Dobbs  Brothers  Management 

auto  dealerships;  distributes  beer  &  wine 

James  K  Dobbs  III 

0  1  0 

y  is 

OC- 

1  On 

lie 

i  con 

riftft 

uec 

201 

0  1  A 

Mary  Kay  Cosmetics 

sells  cosmetics  &  toiletries  in  23  countries  through  direct  marketing 

John  P  Rochon 

m  o« 

yioe 

00ft 

ooe 

00. 

lie 

o  a  nn 
c\400 

riftft 

Dec 

OAO 

00/1 

Menasha                                                       RD  Bero 
packaging,  plastics,  commercial  printing,  forest  products,  promotion  graphics 

n  1  c 

916 

1  0  An 

line 

b4e 

c  onn 

b/00 

Dec 

206 

■ 

Ebsco  Industries 

subscription  services,  printing 

James  T  Stephens 

nnn« 

yuye 

01  ft 

yie 

ACn 

4be 

a  nnn 
4,000 

June 

204 

1  cc 

no 

DynCorp 

aircraft  services,  technical  services  &  consulting,  information  technology 

Dan  R  Bannister 

nnn 

yuy 

on 
HI 

b 

l  c  nnn 

lb.yoo 

riftft 

Dec 

one 
20d 

^Uo 

Wawa 

convenience  stores  in  5  mid-Atlantic  states 

Richard  D  Wood  Jr 

901 

oc 

lo 

14 

l  n  nnn 
10,000 

rift/% 

Dec 

one 

bo 

Polo  Ralph  Lauren 

designer  apparel,  home  furnishings  &  accessories 

Ralph  Lauren 

900e 

110e 

90e 

3,500 

Apr 

20/ 

1  GJI 

Sweetheart  Holdings 

paper  &  plastic  food  containers  &  cups;  packaging  products 

William  F  McLaughlin 

900e 

84e 

7,500 

Sept 

ono 
2Uo 

loo 

WWF  Paper 

distributes  fine  paper  in  North  America  &  Western  Europe 

Edward  V  Furlong  Jr 

900 

0C« 

jbe 

lee 

one 

jyb 

June 

one. 

Restaurant  Co 

Friendly's  &  Perkins  Family  Restaurants 

Donald  N  Smith 

895e 

HOe 

oc  enn 

36,bU0 

Dec 

Z1U 

■ 

Howmet 

makes  components  for  gas  turbine  engines 

David  L  Squier 

890 

110 

58 

8,500 

n.. 

Dec 

211 

1  oc 

iyb 

Farm  Fresh                                                       Michael  E  Julian  Jr 
Farm  Fresh,  Rack  &  Sack  &  other  warehouse  stores  in  Virginia  &  North  Carolina 

885 

46 

-26 

7,000 

Dec 

III 

National  Distributing 

distributes  alcoholic  &  nonalcoholic  beverages 

Michael  C  Carlos 

880e 

28e 

9e 

1,500 

rift« 

Dec 

Minyard  Food  Stores 

Minyard  Food,  Sack  n  Save  &  Carnival  stores 

Liz  Minyard' 

87<; 

0/  J 

17 

0, 

7  9(10. 
/  ,cUU 

June 

214 

217 

Coca-Cola  Bottling  Co  of  Chicago 

soft  drinks 

Marvin  J  Herb 

872e 

129e 

19e 

4,200 

Dec 

215 

302 

Flint  Ink 

printing  ink,  color  pigments,  printing  blankets 

H  Howard  Flint  II 

871* 

35e* 

24e* 

2,868 

Dec 

■  Not  on  last  year's  list.  «Went  private  via  leveraged  buyout  since  1991,  e:  Estimate.  *Pro  forma  figures.  'Company  provided  estimate  for  October  1996.  Nathan  Gantcher  is  co-chief  executive. 
'Gretchen  Minyard  Williams  is  co-chief  executive. 
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IDhi]  settle  for  a  hotel  that  just 
remembers  uour  name,  when  uou  can  stau  at  a 
hotel  that  remembers  uour  needs? 


Here,  we  don't  merely  cater 
to  your  needs,  ive  anticipate  them. 
We  have  systems  in  place  that  allow 
us  to  remember  your  individual 
preferences  after  you've  stayed 
with  us.  So  the  next  time,  you  won't 
have  to  ask. 

In  fact,  you  can  count  on  our 
efficient  staff  to  stay  one  step  ahead. 

Call  your  travel  professional  or 


The  Ritz-Carlton  at  800-241-3333 
for  reservations  and  information. 
And  discover  a  hotel  that  offers  you 
more  than  just  a  greeting. 

Were  also  proud  to  offer  AT&T 
In-room  Long  Distance  Service  at 

most  locations  Tfc  

for  your  AT&T         5  Your  True  Choice 
Calling  Card,  AT&T  Universal  Card 
and  operator-assisted  calls. 


The  Ritz -Carlton- 


All, 
Phi 


Untd  •  "'.ii'  rlond  •  Boston  ■  duckhedd  -  Cleoeldnd  •  Dedrborn  ■  Double  Bdu  •  Honq  Konq  •  Houston  •  Huntington  Hotel  ■  Kdnsds  Cllu  •  ITldrmd  Del  Reu  •  Hew  l]ork  •  Pcntdqon  Citu 
lldadphid  •  Phoenix  ■  Sdn  Frdnclsco  ■  Seoul  •  Sinqdpore  ■  SI  Louis  ■  Sudneu  •  Tysons  Corner  ■  IVdshinqton,  D  C  ■  1996   Bdli  ■   1997  Jdkartd.  Kudld  Lumpur.  Osdkd  •  1998  Tokuo 


l>  COMPANIES 


-Rank- 
le '95 

Company  Chief 
business  executive 

Revenues 
($mil) 

 Profits 

operating 
($mil) 

net 
($mil) 

Employees 

Fiscal 
year-end 

216 

211 

IMS                                                               Andrew  G  Pietrini 
original  &  replacement  automotive  parts;  confectionery  prod6;  millwork  prods 

$871 

$101 

$47 

8,000 

Dec 

217 

186 

Wilbur-Ellis                                                       Brayton  Wilbur  Jr 
distributes  agricultural  chems  &  fertilizers  in  US;  distributes  ind  cbems  in  Asia 

870 

31e 

9e 

2,000 

Dec 

218 

119 

H  Group  Holding                                                 Jay  Pritzker 

Hyatt  hotels;  tobacco 

869e 

194e 

90e 

70,000 

Dec 

219 

203 

Asplundh  Tree  Expert                                            Christopher  B  Asplundh 
vegetation  mgmt  for  electric  utils,  railroads  &  pipelines;  maintains  utility  poles 

868 

104e 

26e 

18,500 

Dec 

220 

239 

Towers  Perrin                                                     John  T  Lynch 
management  &  compensation  consulting,  risk  management,  reinsurance 

868 

87e 

43e 

5,500 

Dec 

221 

201 

Beaulieu  of  America                                           Carl  Bouckaert 
manufactures  carpet  &  rugs 



864 

81e 

16e 

6,500 

Mar 

222 

219 

Westfield  Cos                                                     Cary  Blair 
property,  casualty  &  life  insurance 

856 

100 

96 

2,238 

Dec 

223 

292 

Bloomberg  Financial  Markets                                   Michael  Bloomberg 
on-line  financial  data,  business  news  service 

850 

170e 

43e 

2,500 

Dec 

224 

243 

Chemcentral                                                      H  Daniel  Wenstrup 
distributes  industrial  chemicals 

850 

24 

8 

850 

Dec 

225 

241 

Jeld-Wen                                                          Richard  L  Wendt 
manufactures  windows  &  doors;  building  materials;  develops  resorts 

850e 

47e 

17e 

9,000 

Dec 

Andrew  and  Peter  Kiewit  founded  $2.9 
billion  Peter  Kiewit  Sons'  in  1884  as  a 
construction  company.  Now  it  also  mines 
coal  and  sells  communication  services. 


226 

244 

Roseburg  Forest  Products 

plywood,  particleboard  &  other  forest  products 

Kenneth  Ford 

850e 

115e 

42e 

3,050 

Mar 

227 

161 

Wickland 

stores  &  trades  petroleum;  real  estate 

J  Al  Wickland  Jr 

850e 

200 

Dec 

228 

233 

Rosenthal  Cos 

auto  dealerships 

Robert  M  Rosenthal 

846 

21 

13 

1,600 

Dec 

229 

229 

Domino's  Pizza 

pizza  delivery  &  carryout 

Thomas  S  Monaghan 

834e 

52e 

18e 

3,500 

Dec 

230 

266 

Bartlett  and  Co 

sells  &  stores  grain;  mills  flour;  runs  cattle  feed  lots 

Paul  D  Bartlett  Jr 

825e 

12e 

4e 

525 

Dec 

231 

223 

Foster  Farms 

processes  poultry 

Robert  A  Fox 

825 

34e 

12e 

6,800 

Dec 

232 

254 

Shamrock  Foods 

distributes  food,  processes  dairy  products 

Norman  McClelland 

818 

25e 

lie 

2,064 

Sept 

233 

240 

Day  &  Zimmermann 

engineering,  consulting,  business  services,  defense  prods 

Harold  L  Yoh  Jr 
&  services,  software 

812 

28 

5 

14.000 

Dec 

234 

212 

BE&K 

engineers,  constructs  &  maintains  paper  &  pulp  plants  & 

T  Michael  Goodrich 

other  ind  facilities 

807 

40e 

25e 

7,600 

Mar 

235 

275 

Leo  Burnett 

advertising  agency 

William  T  Lynch 

806 

129e 

52e 

7,500 

Dec 

■  Not  on  last  year's  list.  •Went  private  vi         jed  buyout  since  1991.  e:  Estimate. 
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A  global  computer 
company  had  to  initiate 
and  receive  payments 
in  over  25  different 
countries  and  currencies. 
Our  automated  cash 
management  systems 
enabled  them  to  manage 
their  payments 
electronically  and 
instantaneously 
access  their  account 
information  on  a 
worldwide  basis. 
The  result:  More 
streamlined,  efficient 
treasury  operations - 
and  more  time  to  focus 
on  the  big  issues. 


Automated  Treasury  Solutions 
For  A  Global  Computer  Company 


( Now  They  Can  Focus  On  The  Big  Picture) 


Bank  of  America 


Our  client  had  the  benefit  of  a  team  of 
specialists  in  global  cash  management,  electronic 
commerce,  and  the  high  technology  industry. 


lur  rnivHic 


IF  COMPANIES 

-Rank- 
le '95 

Company                                                            Chief  1 
business  executive 

Revenues 
($mil) 

 Profits 

operating 
($mil) 

net 
($mil) 

Employees 

Fiscal 
year-end 

236 

209 

Gould  Paper                                                   Harry  E  Gould  Jr 
distributes  paper 

$805 

$14 

$8e 

425 

Dec 

237 

276 

CH2M  Hill  Companies                                        Ralph  R  Peterson 
designs,  develops,  constructs  &  operates  water,  env  &  transportation  infrastructure 

.  805 

205e 

62e 

7,400 

Dec 

238 

249 

Follett                                                            P  Richard  Litzsinger 
operates  college  bookstores;  wholesales  educational  prods  &  svcs  to  schools 

800 

36 

14 

7,500 

Mar 

239 

210 

RB  Pamplin                                                      Robert  B  Pamplin  Sr 
textiles,  concrete  &  asphalt 

800 

98 

18 

6,500 

May 

240 

177 

McCarthy                                                         Michael  M  McCarthy 
general  contracting,  construction  management 

795 

8e 

4e 

1,000 

Mar 

241 

255 

Big  Y  Foods                                                      Donald  H  D'Amour 
42  supermarkets  in  Connecticut  &  Massachusetts 

789 

22e 

lOe 

6,253 

June 

~242~ 

256 

Warren  Equities                                               Warren  Alpert 
trades  &  wholesales  petroleum;  convenience  stores;  distributes  merchandise 

786 

20 

5 

1,850 

May 

243 

343 

Boscov's  Department  Stores                                    Albert  Boscov 
28  department  stores 

783 

39e 

16e 

8,500 

Jan 

244 

236 

MA  Mortenson                                                   MA  Mortenson 
general  contractor  &  construction  manager  of  health  &  correctional  facilities 

780e 

12e 

7e 

1,500 

Dec 

245 

308 

Charlie  Thomas  Dealerships                                   Charlie  Thomas 
auto  dealerships 

780 

18 

9 

3,000 

Dec 

246 

267 

HBZachry                                                        H  Bartell  ZachryJr 
general  contractor  for  power  plants  &  other  industrial  processing  facilities 

780 

22e 

8e 

10,200 

Dec 

247 

264 

Don  Massey  Cadillac                                          Donald  E  Massey 
auto  dealerships 

774 

22 

16 

1,227 

Dec 

248 

242 

Big  V  Supermarkets                                           Joseph  V  Fisher 
32  ShopRite  &  PriceRite  Club  supermarkets  in  Conn,  NY,  NJ  &  Pa 

769 

39 

-5 

4,600 

Dec 

249 

■ 

Amkor  Electronics                                             James  J  Kim 
subcontract  manufacturer  of  integrated  circuits 

763e 

195e 

92e 

325 

Dec 

250 

295 

ABC  Supply                                                      Kenneth  Hendricks 
wholesale  distributor  of  roofing,  siding  &  windows 

762 

56 

12 

2,100 

Apr 

251 

245 

Lanoga                                                           Daryl  D  Nagel 
Lumbermen's  Building  Centers  &  other  building  materials  stores  in  15  states 

761 

34 

18 

3,600 

Dec 

252 

200 

Schwegmann  Giant  Super  Markets                           John  F  Schwegmann 
supermarkets  in  Louisiana 

758e 

4,625 

June 

253 

268 

Sheetz                                                            Stanton  R  Sheetz 
convenience  stores  &  gas  stations  in  Pa,  Maryland,  Virginia  &  West  Virginia 



756 

38e 

15e 

4,900 

Sept 

254 

232 

•  Baker  &  Taylor                                                   Craig  M  Richards 
distributes  books,  prerecorded  video  &  audio  cassettes 

751 

23e 

8e 

2,000 

June 

255 

288 

M  Fabrikant  &  Sons                                             Charles  Fortgang 
wholesales  jewelry 

751 

54e 

26e 

875 

July 

256 

123 

Delaware  North  Cos                                           Jeremy  M  Jacobs 
greyhound  tracks;  park,  airport  &  stadium  concessions;  FleetCenter  in  Boston 

750e 

20,000 

Dec 

257 

297 

Sherwood  Food  Distributors                                     J  Lawrence  Tushman1 
distributes  food 

750 

23e 

8e 

500 

Oct 

258 

324 

Taylor                                                             Glen  Taylor 
printing,  direct  mail  marketing,  office  supplies 

750 

150 

45 

8,000 

Dec 

259 

363 

Icon  Health  &  Fitness                                           Scott  R  Watterson 
treadmills,  exercise  bikes,  cross  country  skis  &  other  home  fitness  equipment 

748 

62 

7 

4,300 

May 

260 

265 

Carpenter                                                         Stanley  F  Pauley 
manufactures  poiyurethane  foam 

745 

73e 

18e 

6,574 

Dec 

■  Not  on  last  year's  list.  «Went  private  via  leveraged  buyout  since  1991.  e:  Estimate.  'Earl  Ishbia  is  co-chief  executive. 
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VALUE  x  3 


Hot  and  high — Falcon  territory 


If  your  company  needs  a  larger,  more  capable 
business  jet — consider  three  things. 

First,  think  about  multi-mission  performance. 
The  agile  Falcon  900B  can  use  shorter  runways 
than  comparable  jets,  even  in  challenging  "hot 
and  high"  conditions.  And  the  4000  nm  nonstop 
range  puts  most  business  destinations  within 
nonstop  reach. 

Second,  evaluate  the  productivity  of  a  comfortable,  widebody  cabin. 
This  Falcon  connects  three  spacious  lounges  in  a  large,  inviting  volume. 
Tall  enough  for  a  person  6'2"  to  stand  up  straight. 

Third,  add  the  benefits  of  better  design.  Aerodynamically  refined,  the 
900B  uses  three  thrifty  engines  instead  of  two  thirsty  ones.  Surprisingly, 
this  trijet  configuration  actually  lowers  operating  costs — while  meeting 
airline  safety  standards  for  direct  overwater  flights. 

Three  values  to  delight  pilots,  passengers — even  your  CFO.  To  learn 
more  about  a  business  jet  that  does  everything  well,  contact  John 
Rosanvallon  in  the  U.S.  at  (201)  967-2746  or  Jean-Claude  Bouxin  in  Paris 
at  (331)  40-83-93-08. 


AMAZING.  AFFORDABLE. 
FALCON  900B. 


DASSAULT 

FALCON  JET 


COMPANIES 


-Rank- 

Company 

Chief 

Revenues 

 Profits 

,  

Employees 

Fiscal 

'96  '95 

business  - 

executive 

($mil) 

operating 

net 

year-end 

($mil) 

($mil) 

hiesta  iviart 

Louis  Kaptopodis 

*/4De 

b.OUU 

May 

Fioeta  c 1 1 e or m  zt r Lot in  Tovac 

J  Crew 

Arthur  Cinader 

7/19 

1  C 
IB 

Q 

c  nnn 
o,UUU 

reD 

cpIIc  annarpl  hv  mail  nrHpr  &  rptail  vtnrp^ 

>_.![_>  rtp|j(1!cl  Uy  llldll  U'Url  C*  ICldll  UUICo 

r|7/1 

Rfli"'  Wars  V-i'tf\f^c 

LIISWUIUl  IVIlftCC 

OJC 

00 a 
etc 

4,0  /  J 

June 

Little  Debbie  &  Sunbelt  snack  foods 

26  4  237 

Club  Corporation  International 

Robert  H  Dedman  Sr 

733 

63 

-27 

19,800 

Dec 

manages  resorts,  country,  city  &  athletic  ctubs 

26  5  337 

Whiting-Turner  Contracting 

Willard  Hackerman 

730e 

29e 

lie 

1,500 

Dec 

mall  renovations,  hospitals,  light  rail  systems  &  other  commercial  projects 

Baker  &  Taylor  (number  254)  dates 
to  1828.  But  at  least  62  of  the  private 
giants  aren't  even  20  years  old. 


266 

248 

Hensel  Phelps  Construction 

commercial  construction 

Jerry  L  Morgensen 

726 

13 

8 

1,540 

May 

267 

252 

Coulter 

medical  diagnostic  systems 

Wallace  H  Coulter 

725e 

lOOe 

50e 

5,500 

Mar 

268 

271 

Drummond 

mines  coal 

Garry  N  Drummond 

725 

65e 

22e 

3,350 

Dec 

"269 

277 

Queen  Carpet 

manufactures  residential  &  commercial  carpets  &  rugs 

Julian  Saul 

720e 

73e 

16e 

4,600 

Dec 

270 

286 

Edward  D  Jones  &  Co 

securities  brokerage 

John  W  Bachmann 



720 

104 

58 

10,998 

Dec 

271 

289 

Island  Lincoln-Mercury  Group 

auto  dealerships  &  fleet  sales 

R  Bruce  Deardoff 

719 

7 

4 

210 

Dec 

272 

290 

Berwind                                                          C  Graham  Berwind  Jr 
industrial  equipment,  specialty  chemicals,  financial  sves,  pharmaceutical  sves 

719 

94 

32 

3,800 

Dec 

273 

287 

Klaussner  Furniture  Group 

manufactures  upholstered  home  &  office  furniture 

JB  Davis 

717 

57e 

29e 

6,736 

Dec 

274 

262 

Hale-Halsell 

retails  &  wholesales  food 

Robert  D  Hawk 

715 

1 

2 

5,163 

Dec 

275 

257 

Irvine  Co                                                       Donald  Bren 
real  estate  investment  &  development  in  Calif;  Irvine  Apartment  Communities 

710 

89e 

16e 

190 

June 

276 

423 

Crown  Equipment 

manufactures  heavy-duty  electric  lift  trucks  &  television  antenna  rotators 

James  F  Dicke 

707 

75 

30 

5,800 

Mar 

277 

319 

Bose 

music  systems,  loudspeakers,  auto  sound  systems  &  aviation  headsets 

Amar  G  Bose 

700 

82e 

50e 

3,500 

Apr 

278 

304 

Deseret  Management 

insurance;  TV  &  radio  stations;  real  estate  management 

Rodney  H  Brady 

700e 

3,000 

Dec 

279 

258 

King  Kullen  Grocery 

46  supermarkets  in  the  New  York  metropolitan  area 

John  B  Cullen 

700 

15e 

6e 

4,500 

Sept 

280 

■ 

Micro  Electronics 

Micro  Center  computer  stores;  WinBook  laptop  computers 

John  F  Baker 

700e 

43e 

15e 

1,200 

Dec 

i Not  on  last  year's  list.  •Went  private  via  leveraged  buyout  since  1991.  e;  Estimate. 
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PEOPLE. 

PERFORMANCE 

PROFITS. 

Teamwork  increases  productivity. 


90%  of  American  workers  spend  at  least  part  of  their  day  in  a  team  situation, 
yet  only  about  half  received  any  formal  teamwork  training* 


In  the  past,  people  only  used  Dale  Carnegie  Training® 
for  public  speaking  or  sales  training.  That  was  then.  Today, 
our  proven  processes  develop  more  than  just  people,  they 
advance  companies. 

Our  training  improves  company  profitability  by 
strengthening  teamwork  to  increase  employee  productivity. 
We  instill  the  confidence  and  self-esteem  that  enables 
individuals  to  build  trust  in  themselves  for  enhanced 
leadership,  selling  and  interpersonal  skills. 

Because  the  motivation  is  intrinsic,  teams  turn  ideas  into 
actions,  productivity  rises  and  achievement  is  continuous. 
Everyone  wins...  your  employees  achieve  their  professional 
and  personal  best,  your  customers  get  better  service  and  your 
company  keeps  growing  stronger. 


Come  visit  our  Web  site  at  http://www.dale-carnegie.com 

"Based  on  national  surveys  conducted  by  Dale  Carnegie  Training. 
Copyright©  1996  DaJe  Carnegie  &  Associates,  Inc.  All  rights  reserved. 


30  proven  ways  to  increase  employee  performance. 

Our  practical  skills  development  elicits  quantifiable  results,  like: 

♦  Mutual  respect  to  enhance  teamwork 

♦  Selling  Skills  to  build  relationships 

♦  Leadership  Skills  to  promote  accountability 

♦  Time  Management  to  increase  productivity 

♦  Effective  Communication  for  improved  relations 

With  Dale  Carnegie  Training,  there  is  nothing  between 
your  company  and  success.  Call  1-800-231-5800  ext.  202 

today  for  more  information. 


Dale  Carnegie® 
Training 


People.  Performance.  Profits. 


/       fill      iwi    i  ininii. 

W>ltVSi>  COMPANIES 


-Rank- 
le '95 

Phipf 

Prnf  it' 

Employees 

r  1 SC3 1 

Company 

business 

executive 

\CVCI  lUcb 

($mil) 

operating 
($mil) 

net 
($mil) 

year-end 

281 

259 

Newark  Group 

recycles  paperboard  into  new  paper  products 

Fred  G  von  Zuben 

$700 

$80 

$34 

3,000 

Apr 

282 

294 

Purity  Wholesale  Grocers 
distributes  groceries 

Jeff  Levitetz 

.  700 

22 

10 

300 

June 

283 

379 

Stevedoring  Services  of  America 

loads  &  unloads  ships  &  provides  port  services 

Ricky  Smith 

700e 

846 

35e 

5,000 

Jan 

234 

246 

Lupient  Automotive  Group 

auto  dealerships 

James  Lupient 

695 

19e 

lOe 

1,000 

Dec 

235 

■ 

•  Spalding  &  Event lo                                            Paul  L  Whiting 
manufactures  golf  balls,  basketballs  &  other  sporting  goods;  consumer  products 

694* 

3,000 

Sept 

286 

376 

DeBruce  Grain 

runs  grain  elevators,  merchandises  grain,  trades  fertilizer 

Paul  DeBruce 

i  1 

688 

lOe 

2e 

150 

Mar 

237 

291 

Bashas' 

Bashas',  AJ  Fine  Foods  &  other  supermarkets  in  Arizona 

Edward  N  Basha  Jr 

684e 

18e 

8e 

5,500 

Dec 

288 

336 

Specialty  Retailers 

Bealls,  Palais  Royal  &  Stage  apparel  stores 

Carl  E  Tooker 

683 

60 

20 

9,946 

Jan 

289 

311 

General  Parts 

Carquest  auto  parts  stores;  distributes  auto  parts 

0  Temple  Sloan  Jr 

680 

68e 

32e 

5,008 

Dec 

290 

419 

Perry  H  Koplik  &  Sons 

international  sales  representative  of  pulp,  paper  &  forest  products 

Michael  R  Koplik 

674 

9e 

3e 

110 

Dec 

291 

300 

Inductotherm  Industries 

manufactures  induction  melting  systems  for  foundries 

Henry  M  Rowan 

674 

80e 

46 

4,974 

Apr 

292 

303 

Barton  Malow                                                  Ben  Maibach  III 
sports  stadiums,  health  facilities,  industrial  &  other  heavy  construction  svcs 

669 

9e 

2e 

776 

Mar 

293 

305 

McJunkin 

distributes  pipes,  valve  fittings  &  electrical  equipment 

HB  Wehrle  III 

667 

29e 

9e 

1,312 

Dec 

294 

284 

Sunbelt  Beverage 

wholesales  wine  &  spirits 

Charles  Andrews 

665e 

20e 

5e 

1,485 

Mar 

295 

347 

Waremart 

Cub  Foods  &  Waremart  Food  Center  stores 

William  D  Long 

665 

19e 

lOe 

3,850 

Mar 

Six  generations  after  its  founding  by  the 
Fribourg  family,  Continental  Grain  is  still 
owned  and  run  by  the  Fribourg  family. 


296 

313 

Parisian 

department  stores  specializing  in  apparel,  cosmetics  &  gifts 

Donald  E  Hess 

664 

49 

9 

7,700 

Jan 

297 

384 

Walbridge,  Aldinger 

construction 

John  Rakolta  Jr 

660 

26e 

13e 

600 

Dec 

298 

314 

Topa  Equities 

insurance,  financial  services,  auto  dealerships;  distributes  beverages 

John  E  Anderson 

656 

3 

-5 

1,289 

Dec 

299 

296 

Georgia  Crown  Distributing 

wholesales  &  distributes  alcoholic  beverages  &  bottled  water 

Donald  M  Leebern  Jr 

656 

23e 

8e 

1,600 

July 

300 

261 

Sealy 

Sealy,  Posturepedic,  Stearns  &  Foster  bedding 

Ronald  Jones 

654 

85 

20 

4,520 

Nov 

■  Not  on  last  year's  list.  •Went  private  via  leveraged  buyout  since  1991.  e:  Estimate.  *Pro  forma  figures. 
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Think  of  it  as  the  most  important 
part  of  your  PC,  to  go. 


Presenting  Pilot,  the  easy  way  to  take  the 
important  personal  info  that's  on  your  PC 
with  you  wherever  you  go. 

Enter  addresses,  phone  numbers,  and 
appointments  just  once  —  on  your 
Pilot  or  your  PC.  Then  drop  Pilot 
into  its  cradle  and  press  the  HotSync'"  button.  That's  all  it  takes 
to  keep  your  Pilot  and  PC  in  sync. 


Pilot  comes  complete  with  its  own  desktop  personal  information 
manager,  plus  everything  you  need  to  be  up  and  running  in  minutes. 
It's  also  compatible  with  the  Windows  software  you're  currently  using 
for  personal  information  management,  including  Lotus  Organizer, 
Scheduled  Now  Up-to-Date,  and  Sidekick*  And  at  only  4.5" 
tall,  5.5  oz,  and  $299,  it  fits  any  pocket  and  pocketbook. 
To  learn  where  to  get  one,  call  1-800-881  -7256.  To  arrange 
The  connected  organizer,    a  demo,  go  to  our  web  site,  http://www.usr.com/palm. 


pilot 


Now  available  at  Circuit  City,  CompUSA,  Computer  City,  Egghead,  Office  Depot,  OfficeMax  and  Staples 

:ional  links  for  third  party  desktop  PtM  software  must  be  purchased  separately  The  average  U  S  street  price  for  Pilot  1000,  complete  with  all  desktop  and  organizer  software,  docking  cradle  and  accessories  ©  1996  U.S.  Robotics 
!.  Robotics  and  the  U.S.  Robotics  logo  are  registered  trademarks  and  Pilot,  the  Pilot  logo  and  HotSync  are  trademarks  of  U  S.Robotics  and  its  subsidiaries  All  other  product  names  are  registered  trademarks  of  their  respective  owners. 


JLflobotir 


lJ  COMPANIES 

DanL  

Company 

business 

Thief 

Jouoni  toe 

Profit* 

Employees 

_. 

r  ISCdl 

'96  '95 

executive 

\CVCllUCb 

($mil) 

operating 
($mil) 

net 
($mil) 

year-end 

301 

■ 

Charles  Pankow  Builders 

designs  &  builds  shopping  malls,  hotels,  condominiums^  office  buildings 

Charles  Pankow 

$648 

$19e 

$8e 

115 

Dec 

302 

328 

Baker  &  McKenzie 

law  firm 

John  C  Klotsche 

«  646 

255 

228 

5,680 

June 

303 

312 

D'Arcy  Masius  Benton  &  Bowles 

advertising  agency 

Roy  Bostock 

646e 

65e 

16e 

6,591 

Dec 

304 

362 

Green  Bay  Packaging 

paperboard,  shipping  containers,  pressure-sensitive  roll  stock 

William  F  Kress 

645e 

105e 

45e 

2,800 

Dec 

305 

341 

MTD  Products 

lawn  mowers  &  other  outdoor  power  equip;  tools,  dies,  metal  stampings 

Curtis  E  Moll 

645e 

63e 

31e 

5,500 

July 

306 

315 

Charmer  Industries 

distributes  wine  &  spirits 

Herman  Merinoff 

640e 

21e 

6e 

1,260 

Dec 

307 

260 

•  Packerland  Packing 

runs  slaughterhouses 

Richard  V  Vesta 

640 

17 

4 

1,920 

Dec 

308 

329 

K-VA-T  Food  Stores 

Food  City  supermarkets  in  Kentucky,  Virginia  &  Tennessee 

Jack  C  Smith 

636 

17e 

lOe 

6,000 

Dec 

309 

334 

Peerless  Importers 

distributes  wine  &  spirits 

John  Magliocco 

635e 

20e 

6e 

1,250 

Dec 

310 

335 

Skadden,  Arps,  Slate,  Meagher  &  Flom 

law  firm 

Robert  C  Sheehan 

635e 

255e 

210e 

3,000 

Dec 

311 

298 

Long  John  Silver's 

fast-food  seafood  restaurants 

Rolf  H  Towe 

634 

50 

-41 

18,500 

June 

312 

138 

Family  Restaurants 

Chi-Chi's,  Casa  Gallardo,  El  Torito,  Charley  Brown's  &  other  restaurants 

Kevin  S  Relyea 

632* 

-82* 

25,400 

Dec 

313 

■ 

Discount  Tire  Co 

operates  over  300  tire  stores  in  14  states 

Bruce  T  Halle 

632 

40 

22 

4,714 

Dec 

314 

231 

Homeland  Stores 

supermarkets  in  Oklahoma,  Kansas  &  Texas  Panhandle 

James  Demme 

630 

-2 

-30 

4,384 

Dec 

315 

■ 

Six  Flags 

Six  Flags  Great  Adventure  &  other  theme  parks 

Larry  D  Bouts 

630 

150 

5 

25,000 

Dec 

316 

317 

Washington  Cos 

Montana  rail  services,  mines  copper,  machinery  &  construction 

Dennis  Washington 

628e 

176e 

38e 

3,000 

Dec 

317 

332 

Boler 

manufactures  axle  suspensions,  truck  bumpers,  leaf  springs 

John  Boler 

625e 

63e 

30e 

3,000 

Dec 

318 

320 

Feld  Entertainment                                            Kenneth  Feld 
Ringling  Brothers  and  Barnum  &  Bailey  Circus  &  other  live  entertainment  acts 

625e 

88e 

31e 

2,500 

Dec 

319 

283 

Huber  Hunt  &  Nichols                                       Robert  C  Hunt 
general  contractor  &  construction  manager  of  office  buildings  &  sports  arenas 

625 

15 

4 

500 

June 

320 

316 

Mark  III  Industries 

converts  vans  &  pickups 

Larry  W  Lincoln 

625e 

31e 

9e 

900 

June 

321 

279 

Sverdrup                                                          Richard  E  Beumer 
engineering,  architecture,  construction,  technical  svcs;  real  estate  development 

625 

22e 

9e 

5,000 

Dec 

322 

353 

Faulkner  Organization 

auto  dealerships 

Henry  Faulkner  III 

623 

17e 

9e 

1,100 

Dec 

323 

321 

Olan  Mills 

portrait  photography  studios 

Robert  McDowell 

620e 

87e 

25e 

14,000 

Sept 

324 

331 

County  Seat  Stores 

specialty  apparel  stores 

Gil  Osnos 

619 

35 

-97 

7,714 

Jan 

325 

348 

CMI  International 

manufactures  automotive  engine  &  suspension  components 

Ray  H  Witt 

618 

62e 

29e 

4,330 

May 

■  Not  on  last  year's  list.  "Went  privaie  via  leveraged  buyout  since  1991.  e:  Estimate.  *Pro  forma  figures. 
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.1 


WE'RE  MAKING  FARMERS 

Why  is  this  man  smiling?  Because  he's  in  the  middle  of  his  finest  growing  season  ever.  One  productive  acre 
after  another.  And  while  he  thanks  his  lucky  stars,  he  also  has  Bayer  to  thank.  Because  of  our  crop  protection 
products,  farmers  across  America  can  keep  their  fields  free  from  weeds,  diseases  and  destructive 

MORE  OUTSTANDING  IN  THEIR  FIELDS. 

insect  pests.  Making  for  better  harvests  and  creating  a  more  abundant  food  supply.  During  the  past  50 
years,  Bayer  has  developed  products  for  more  than  100  different  crops.  Making  sure  that  whether  it's  corn, 
wheat,  cotton  or  soybeans,  we  can  help  every  farmer  reach  the  highest  potential  in  their  chosen  fields. 


Bayer 


WE  CURE  MORE  HEADACHES  THAN  YOU  THINK. 

Bayer  is  an  international,  research-based  company  in  health  care,  chemicals,  and  imaging  technologies. 


Their  courage  to  explore  new  ideas  and  envision  new 


G  1996  Philip  Morris  Management  Corp. 


possibilities  has  been  an  inspiration  to  us  for  40  years. 


The  courage  of  leadership  and  commitment  to  innovation  are  hallmarks  of  the  pioneering 
community  programs  Philip  Morris  Companies  Inc.  has  supported  for  the  past  four  decades. 

Today,  Philip  Morris  is  sponsoring  initiatives  in  hunger  and  nutrition,  education,  the  arts, 
the  environment,  and  the  battle  against  AIDS  —  around  the  corner,  and  across  the  nation. 
Providing  meals  to  needy  seniors  in  New  York  and  people  with  AIDS  in  Los  Angeles. 
Preserving  farmland  in  rural  Indiana.  Supporting  an  extraordinary  American  dance  company's 
performances  in  Atlanta.  Promoting  diversity  among  educators  throughout  the  country. 

As  we  embark  upon  our  next  decade  of  support,  we  affirm  our  commitment  to  the  visionary 
individuals  and  organizations  who  make  a  difference  in  our  world,  and  help  the  human  spirit  to  soar. 


Supporting  the  spirit  of  innovation. 


PHILIP  MORRIS  COMPANIES  INC. 
KRAFT  FOODS,  INC.      KRAFT  FOODS  INTERNATIONAL,  INC.      MILLER  BREWING  COMPANY 
PHILIP  MORRIS  INTERNATIONAL  INC.      PHILIP  MORRIS  U.S.A. 


l>  COMPANIES 


-Rank- 
le '95 

Company  Chief 
business  executive 

Revenues 
($mil) 

 Profits             Employees  Fiscal 

operating      net  year-end 
($mil)  ($mil) 

326  ■ 

Conair                                                            Leandro  P  Rizzuto 
hair  dryers  &  other  consumer  appliances;  personal  care  products 

$614 

$50           $23          3,431  Dec 

V>1  406 

Kinrav                                                                                Stpwflrt  Rahr 

rXMIIdy                                                                                                             oicvvaii  i\ain 

distributes  pharmaceuticals,  health  &  beauty  aids  &  medical  equipment 

■  610 

9               4             ?50  limp 

32  8  429 

Austin  Industries                                                William  T  Solomon 
heavy,  commercial  &  industrial  construction;  construction  management 

608 

27e            7e        5,000  Dec 

329  342 

TTC  Illinois                                                       Michael  McCafferty 
temporary  employment  agency  for  financial  &  technical  workers 

606 

9              1         23,720  Dec 

Internet  firms  go  public,  biotech  firms  go  public, 
but  iron  and  steel  firms  just  don't  have  the  sex 
appeal.  Our  list  includes  14  metal  companies, 
including  Grede  Foundries  in  Wisconsin  and 
Metallurg  in  New  York. 


~330~ 

322 

Rayovac 

disposable  &  rechargeable  batteries,  battery-operated  products-,  flashlights 

David  Jones 

605 

76e 

30e 

2,400 

June 

331 

352 

Genuardi  Family  Markets 

supermarkets  in  Pennsylvania 

Charles  A  Genuardi 

605 

22e 

9e 

4,200 

Mar 

332 

207 

McCrory 

variety  &  discount  stores 

Meshulam  Riklis 

604 

-55 

-80 

8,900 

Jan 

333 

415 

Metallurg1 

mines,  manufactures  &  trades  ferrous  &  nonferrous  metals  &  alloys 

Michael  A  Standen 

602 

31 

16 

1,259 

Dec 

334 

338 

Brylane 

mail  order  catalogs  for  Lane  Bryant,  Roaman's  &  Lerner 

Bob  Pulciani 

601 

59 

28 

2,300 

Jan 

335  293   •  Delco-Remy  America  Harold  Sperlich  600  —  —         2,000  Aug 

makes  starters,  generators  &  other  auto  &  truck  parts;  remanufactures  auto  parts 


336  235      Hunt  Consolidated/Hunt  Oil  Ray  L  Hunt  600e  282e  34e         1,300  Dec 

develops,  refines  &  explores  for  oil  &  gas 

337  ■      Russ  Darrow  Group  Russell  Darrow  598e  16e  8e  650  Dec 

auto  dealerships 

338  372      Journal  Communications  Robert  A  Kahlor  592  99  44         6,550  Dec 

Milwaukee  Journal  Sentinel;  broadcasting,  printing,  telecommunications 

339  391      Sheehy  Automotive  Vincent  Sheehy  591  19  12  1,700  Dec 

auto  dealerships 

340  371      Glazer's  Wholesale  Distributors 

distributes  wine  &  distilled  beverages 

34T~344  K&B 

185  drugstores  in  6  southern  states 

342  226      Wirtz  William  Wirtz  585e  53e  17e         1,800  June 

distributes  liquor;  real  estate;  Chicago  Blackhawks  &  United  Center  in  Chicago 

343  383      Ricart  Automotive  Rhett  Ricart  582  16e  8e         1,100  Dec 

auto  dealerships 

344  345      Tuttle-Click  Automotive  Group  James  H  Click2  58?  18  11  1,500  Dec 

auto  dealerships,  bank,  insurance 

345  368      Greenwood  Mills  William  Mathews  Self       580e  41e  15e         7,025  Dec 

fabrics,  denim,  textiles 


■  Not  on  last  year's  list.  »Went  private  via  leveraged  buyout  since  1991.  e:  Estimate.  'In  Chapter  11.  -Robert  H  Tuttle  is  co-chief  executive. 


Robert  S  Glazer  590e  21e  7e  1,050  Aug 


Sydney  J  Besthoff  III         585  20  11  4,500  Sept 
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THE  WAY 
YOU  MANAGE  YOUR 


INFORMATION  SYSTEM 
CAN  KILL  YOU  FASTER 
THAN  YOUR  COMPETITION. 


j/Lost  mid-sized  companies  rely  on  a  small  MIS  statf  to  maintain  their  information  systems.  But  with 
Inch  a  lean  staff  it's  impossible  to  stay  up  to  date  while  satisfying  day-to-day  responsibilities. 

With  networkMCI  Enterprise  Management,5"  this  common  dilemma  is  a  dilemma  no  more.  In 
issence,  we've  created  network  communications,  computing  technology,  consulting,  and  ongoing 
jupport  services  to  suit  almost  any  need. 

This  technology  safety  net  gives  you  24-hour  access  to  specialists  who  understand  the 
'/orkings  of  your  particular  information  infrastructure.  Meaning  your  employees  will  always  have 
|  nequaled  systems  and  support. 

For  more  information,  call  your  local  networkMCI  representative  at  1-800-338-6815  or  log  on 
d  http://www.mcisystemhouse.com.  You'll  find  that  you  can  now  afford  something  our  Fortune  500® 
ustomers  have  enjoyed  for  years:  peace  of  mind. 

 * 

MCI  Systemhouse 

Real  benefits  from  converging  technologiessM  ©  1996  mci.  ah  rights  reserved. 


i>  COMPANIES 


-Rank-      Company  Chief  Revenues   Profits   Employees  Fiscal 

'96  '95       business  executive  ($mil)     operating      net  year-end 

($mil)  ($mil) 


o4b 

00/1 

Hartz  Group 

pet  food  &  supplies;  Village  Voice  newspaper;  real  estate 

Leonard  N  Stern 

5>5oUe 

*4Ue 

o  cr\r\ 

Dec 

j4/ 

o4U 

Steiner 

makes  linens  &  uniforms;  cans  food 

Richard  Steiner 

■  Dolle 

bue 

tf1  1  On 

$loe 

n  1  nn 

June 

o4o 

occ 
Job 

Tishman  Realty  &  Construction 

construction;  real  estate  management 

John  Tishman 

ton 
5oU 

90« 

lie 

Cn 

be 

bUU 

June 

o49 

OCO 

Ben  E  Keith                                                   Robert  Hallam 
distributes  Anheuser-Busch  beer;  distributes  food  to  hospitals,  schools  &  restaurants 

ton 

1  Qn 

loe 

Cn 

be 

l.bUU 

June 

ObU 

/I  C7 
40/ 

Burt  Automotive  Network 

auto  dealerships  &  fleet  sales 

Lloyd  G  Chavez 

C7C 

5/b 

1  7fi 

lie 

7a 

ie 

/yu 

Dec 

O  E  1 

obi 

QC  1 

ool 

American  Foods  Group 

runs  slaughterhouses 

Carl  W  Kuehne 

C7C 
0/5 

zue 

Co 

be 

i  onn 

June 

ObZ 

070 
0/0 

Intrepid 

manufactures  Trek  bicycles;  distributes  flooring  &  electric  products 

Richard  A  Burke 

C7C 

5/5 

7  fin 

/ue 

OOn 

o  onn 
£,oUU 

Sept 

ObO 

/ino 
4Uo 

Santa  Monica  Ford 

fleet  sales  &  auto  dealership 

Robert  Karlin1 

£79 
5/ I 

1  7n 

lie 

1  1  a 

lie 

l  nn 
1UU 

Dec 

QC^ 

/I  Q  C 

4cSD 

Inland  Group 

real  estate  brokerage,  management  &  financing 

Daniel  L  Goodwin 

5/U 

7  1  a 

ue 

ICC 

/ob 

June 

003 

Q  Q  T 

000 

Printpack 

manufactures  candy  wrappers,  snack  food  bags  &  other  flexible  packaging 

Dennis  M  Love 

C7n 
5/U 

4be 

1  On 

iye 

0  OOn 

June 

QCC 
000 

ocn 

Transnational  Motors 

distributes  Mazda  automobiles  &  parts 

Robert  L  Hooker 

C  7fin 

5/Ue 

On 

ae 

i  on 
loU 

Cnk 

reb 

oo  / 

1 

Hewitt  Associates 

employee  benefits,  compensation  &  human  resources  consulting  firm 

Dale  Gifford 

C.GQ 

5bo 

c.7o 

5/e 

OOn 

loe 

C  Cf)(\ 

Con* 

ICS 
000 

0  9  l; 
OLD 

LDI 

distributes  videocassettes,  motorcycle  &  mountain  bike  parts  &  accessories 

Andre  Lacy 

5bo 

me 

i  onn 
l,oUU 

Dec 

3  CO 

ooy 

QQO 
00*: 

Mullinax  Management 

auto  dealerships 

Ed  Mullinax 

CC  On 

5boe 

1  Cn 

loe 

On 

oe 

enn 
OUU 

linn 

Dec 

oou 

■ 

Watkins  Associated  Industries 

trucking;  wholesales  fresh  seafood;  real  estate 

William  W  Watkins 

Db/e 

iCn 

4be 

1  On 

lie 

b,  i  /  y 

Dec 

ool 

t;no 

Technical  Aid 

temporary  employment  agency 

Salvatore  Balsamo 

ccc 
5bb 

0  Jin 

j4e 

1  7n 

l/e 

i  ncn 

Sept 

ooz 

oOU 

Jim  Koons  Management 

auto  dealerships 

James  E  Koons 

5b4 

i  n7n 
l.U/U 

Dec 

000 

OGQ 
OOo 

Benjamin  Moore  &  Co 

paints,  stains,  chemicals 

Richard  Roob 

CC  A 

5b4 

CO 

bo 

0  1 

ol 

Dec 

004 

A  1  1 
411 

Medline  Industries 

manufactures  &  distributes  medical-surgical  products  &  textiles 

James  S  Mills 

cc  » 
5b4 

C  A 

54 

a  n 

4y 

o  /inn 
£,4UU 

Dec 

000 

4/0 

Comark                                                        Chuck  Wolande2 
distribs  computers,  software  &  peripherals  under  Comark  &  PC  Wholesale  banners 

ceo 

5bo 

11 

o 
0 

C7n 
0/U 

Dec 

000 

4UZ 

SAS  Institute 

computer  software  &  services 

James  H  Goodnight 

562 

281e 

84e 

A  1  00 

4,loo 

Dec 

OCT 
00/ 

o4b 

All-Phase  Electric  Supply 

wholesales  electrical  equipment 

Ken  Renwick 

560e 

48e 

lie 

1  70  0 

l./oo 

Cnk 

reb 

JUO 

OU  J 

Goya  Foods 

Hispanic  foods 

Joseph  A  Unanue 

CC  f|e 

OCC 

OUc 

?  nnn 

L  ,UUU 

Hop 

369 

437 

Walsh  Group 

construction  manager,  general  contractor 

Matthew  M  Walsh 

560 

15 

9 

1,500 

Dec 

370 

370 

Fletcher  Jones  Management  Group 

auto  dealerships 

Fletcher  Jones  Jr 

554 

75 

14 

1,032 

June 

■  Not  on  last  year's  list.  •Went  private  via  leveraged  buyout  since  1991.  e;  Estimate.  *Pro  forma  figures.  L  Wayne  Harding  is  co-chief  executive.  :Philip  E  Corcoran  is  co-chief  executive. 
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for  your  fleet.  It  can  go  up  to  100,000  miles  before  its  first  scheduled  tune-up!  Its  suspension 
is  lubed  for  life.  It  even  has  a  handy  oil-wear  indicator.  And  with  24-Hour  Roadside  Assistance^ 
your  employees  will  never  travel  alone.  Better  yet,  it's  not  only  dependable,  it's  affordable  too. 
In  fact,  Consumers  Digest  named  Lumina  a  "Best  Buy"  in  its  class.  All  of  which  make 
choosing  your  next  fleet  car  one  less  thing  you'll  have  to  worry  about. 

Genuine  Chevrolet 

The  Cars  More  Americans  Trust. 

Call  18(1(11  I  I  I  l-<  HWations  or  visit  www.ckevrolet.com  'Maintenance  needs  vary  with       and  driving  conditions.  See  owner's  manual  for  more  information 
i"See  your  dealer  or  fleel  account  executive  for  program  details.  <0  I  996  CM  Corp.  Buckle  up,  America!  M' 


I>  COMPANIES 


Company 

business             ..  ■  ::  ■-,) 

r.hi«f 

}pupni  ipc 

Prnf  it" 

Employees 

—  t\a 

'96 

'95 

executive 

^tvei  iuco 

($mil) 

operating 
($mil) 

net 
($mil) 

riscal 
year-end 

371 

392 

Genmar  Holdings 

manufactures  Hatteras  &  other  brands  of  recreational  boats 

Irwin  Jacobs 

$553 

$13 

$-9 

5  200 

Dec 

372 

354 

Horsehead  Industries 

processes  zinc,  calcined  &  petroleum  coke  products;  environmental  svcs 

William  E  Flaherty 

,  550 

30 

2,000 

Dec 

373 

396 

OmniSource                                                      Leonard  Rifkin 
processes  &  wholesales  smelting  products,  ferrous  &  nonferrous  scrap  metal 

550e 

63e 

22e 

800 

Sept 

374 

323 

OOcr 

Pabst,  Falstaff  &  Pearl  beers;  real  estate 

Lull  ISbllcu 

550 

38e 

1,300 

June 

375 

380 

^dllbONc  HUIU  WclWUlK 

auto  dealerships 

Paul  Sansone 

550e 

15e 

8e 

545 

Dec 

376 

417 

processes  poultry,  refines  soybean  oil 

r  uuiciridii  luwiiseiiu  jr 



550 



17e 

4e 

4  500 

May 

377 

309 

Builder  Marts  of  America 

wholesales  building  materials  &  lumber  products 

Brian  S  Mackenzie 

547 

19e 

142 

Dec 

378 

393 

MediaNews  Group 

newspapers 

W  Dean  Singleton 

545 

80e 

He 

7,000 

Sept 

379 

361 

Moyer  Packing 

runs  slaughterhouses 

R  Lee  Delp 

545 

19e 

6e 

1,500 

June 

380 

■ 

Shorenstein 

real  estate 

Walter  H  Shorenstein 

545 

51e 

9e 

1,400 

Dec 

381 

299 

Rickel  Home  Centers1 

home  improvement  centers 

Joseph  Nusim 

541 

-8 

-76 

3,500 

Dec 

382 

386 

Beverage  America                                               James  WF  Brooks 
bottles  &  distributes  7-Up,  RC  Cola,  Canada  Dry,  Dr  Pepper  &  other  soft  drinks 

540e 

48e 

12e 

2,800 

Dec 

383 

449 

ACF  Industries 

manufactures,  sells  &  leases  railroad  freight  &  tank  cars;  investments 

Carl  C  Icahn 

540e 

222e 

84e 

2,400 

Dec 

384 

327 

Elder-Beerman  Stores1 

El-Bee  shoe  stores  &  Elder-Beerman  stores 

Max  Gutmann 

540 

4 

-40 

8,000 

Jan 

385 

408 

Parsons  Brinckerhoff 

engineering  &  construction  management 

Thomas  J  O'Neill 

538' 

19' 

12! 

5,200 

Oct 

111  the  last  12  months  12  of  last  year's  largest  pri- 
vate companies  had  initial  public  offerings.  Among 
them:  Dominick's  Finer  Foods,  Gulfstream  Aero- 
space, Donna  Karan  International  and  Dai-Tile 
International. 


386 

464 

Sullivan  Communications                                     James  T  Sullivan 
prints  advertising  inserts,  comic  books,  Sunday  comics 

536 

52 

-29 

2,893 

Mar 

387 

401 

Tasha                                                             Henry  Torian 
auto  dealerships 

535 

13 

4 

800 

Dec 

388 

428 

Gilman  Investment                                            Howard  Gilman 
manufactures  multiwall  paper  bags;  operates  paper  &  pulp  mills  &  linehaul  railroad 

529e 

106e 

37e 

2,600 

Dec 

389 

385 

Freedom  Communications                                    James  N  Rosse 
owns  27  daily  &  31  weekly  newspapers;  TV  stations 

527e 

137e 

47e 

6,800 

Dec 

390 

325 

Pacific  Holding                                                  David  H  Murdock 
real  estate,  building  materials,  natural  resources,  textiles 

523e 

2,400 

Dec 

■  Not  on  last  year's  list.  «Went  private  via  leveraged  buyout  since  1991.  e:  Estimate.  'In  Chapter  11.  Company  provided  estimate  for  October  1996. 
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Our  name  is  known  around  the 
world  as  a  pioneer  in  technology. 
And  our  commitment  to  developing 
innovative  and  reliable  products  in 
this  country  has  been  clear  for 
over  40  years.  But  concern  for  the 
environment  is  also  a  big  part  of 
our  nature. 

Our  Clean  Earth  Campaign,  for 
example,  started  as  a  program  to 
recycle  used  toner  cartridges  from 


Canon  products.  Today,  it  has 
grown  to  include  partnerships 
with  such  leading  environmental 
organizations  as  the  National 
Park  Foundation,  the  Nature 
Conservancy  and  the  National 
Wildlife  Federation.  Within  each 
organization,  we  re  sponsoring 
programs  to  preserve  the  health  and 
well  being  of  our  great  wilderness. 
Of  course.  Canon  is  also  hard 


at  work  in  the  corporate  environ- 
ment. From  our  National  Office 
Paper  Recycling  Project,  to  our 
ozone-  free  and  ENERGY  STAR  " 
compliant  copiers,  we  re  helping  to 
conserve  and  protect  our  natural 
resources  for  generations  to  come. 

Imagine.  A  world  where  tech- 
nology and  nature  exist  in  harmony. 
Clearly,  it  s  the  vision  you  d  expect 
from  a  leader  like  Lanon. 


©19%  Canon  U.S.A..  Inc. 

ENERGY  STAR  and  tie  ENERGY  STAR  [ago 


A,  of  the  EPA. 


Canon 


V  COMPANIES 


H  

-Rank- 
le '95 

Company 

Chief 
executive 

Revenues 
($mil) 

 Profits 

operating 
($mil) 

Employees 

Fiscal 
year-end 

net 
($mil) 

391 

416 

Fareway  Stores 

Fareway  &  Fastco  Food  Stores 

F  William  Beckwith 

$520e 

$14e 

$6e 

3,500 

Mar 

392 

■ 

Keywell 

scrap  metal 

Jay  Mark  Lozier 

520e 

341 

Dec 

393 

375 

NW  Transport  Service 

motor  carrier 

Jerry  McMorrts 

520e 

■  

6,560 

Dec 

394 

395 

Ourisman  Automotive  Enterprises 

auto  dealerships,  insurance 

Mandell  J  Ourisman 

520 

17 

14 

926 

Dec 

395 

398 

Les  Schwab  Tire  Centers 

tire  stores 

Philip  Wick 

520e 

38e 

14e 

4,225 

Dec 

396 

409 

Blue  Bird 

manufactures  school  buses 

Paul  E  Glaske 

517 

55 

17 

2,428 

Oct 

397 

448 

Arthur  D  Little 

management  consulting 

Charles  R  LaMantia 

514 

77e 

51e 

3,039 

Dec 

398 

427 

•  Reltec 

telecommunications  systems,  equipment  &  services 

Dudley  Sheffler 

514* 

56* 

-11* 

3,800 

Dec 

399 

373 

El  Camino  Resources                                            David  Harmon 
wholesales,  retails  &  leases  mainframe  &  midrange  computer  equip;  tech  support 

510 

13 

7 

473 

Apr 

400 

425 

Harris  Chemical  Group 

produces  salt,  soda  products,  boron  chemicals  &  specialty  fertilizers 

D  George  Harris 

509 

110 

-29 

2,500 

Mar 

401 

418 

Jordan  Industries 

consumer  &  industrial  products 

John  W  Jordan  II 

507 



61 

-8 

6,103 

Dec 

402 

394 

Drug  Guild  Distributors 

wholesales  &  distributes  drugs  &  sundries 

Joseph  Churchman 

505e 

3e 

-2e 

310 

July 

403 

330 

Lewis  Homes  Management 

residential  construction;  develops  real  estate  in  California  &  Nevada 

John  M  Goodman 

503 

37e 

14e 

850 

Dec 

404 

467 

David  McDavid  Auto  Dealerships 

auto  dealerships 

David  McDavid  Sr 

500 

14e 

7e 

928 

Dec 

405 

434 

Goodman  Manufacturing 

manufactures  air-conditioning  &  heating  equipment 

Frank  Murray 

500e 

58e 

22e 

1,700 

Dec 

406 

■ 

GoodTimes  Entertainment 

produces,  distributes  &  licenses  videocassetr.es  &  software 

Joe  Cayre 

500e 

70e 

35e 

600 

Dec 

407 

338 

Inserra  Supermarkets 

Shop  Rite  supermarkets  in  New  Jersey  &  New  York 

Lawrence  R  Inserra 

500e 

13e 

6e 

2,300 

Dec 

408 

399 

Johnson  Brothers  Wholesale  Liquor 

wholesales  liquor 

Lynn  Johnson 

500e 

18e 

6e 

1,050 

Dec 

409 

■ 

Landmark  Communciations                                     John  0  Wynne 
publishing,  programming,  broadcasting,  cable  TV,  Weather  Channel,  magazines 

500 

108e 

28e 

4,500 

Dec 

410 

413 

McWane                                                          John  J  McMahon  Jr 
cast  iron  pipe,  valves  &  fittings;  water  treatment  equipment;  coal  production 

500e 

44e 

17e 

8,000 

Dec 

411 

■ 

PNY  Electronics 

memory  upgrades,  semiconductors  &  related  products 

Gadi  Cohen 

500 

45e 

30e 

230 

Dec 

412 

407 

Rocco 

Shady  Brook  Farms,  Marval  &  Valley  Chef  poultry  products 

George  W  Pace 

500 

23e 

5e 

4,100 

Dec 

413 

■ 

Rooney  Brothers 

construction,  electronics,  real  estate,  building  materials 

LF  Rooney  III 

500 

13 

5 

1,800 

Sept 

414 

389 

Rosen's  Diversified                                            Thomas  J  Rosen 

runs  slaughterhouses;  distributes  agrochemicals;  develops  agricultural  software 

500 

15e 

5e 

900 

Sept 

415 

■ 

Tube  City 

processes  &  brokers  scrap  metal  &  slag 

Michael  Coslov 

500 

57e 

20e 

375 

Dec 

■  Not  on  last  year's  list.  »Went  private  via  leveraged  buyout  since  1991.  e;  Estimate.  *Pro  forma  figures 
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Okay,  you  can't  take  it  wi  tk  you. 
fke  least  you  can  do  is  make  sure  ke  won't  lose  it,  too. 

m 


Mention  estate  planning  and  people  picture  ku^e  gates,  long  driveways  and 
mansions.  It's  some  tk  ing  only  tke  very  wealtky  need.  Not  true,  if  you've  kuilt  a 
kusiness,  or  even  modest  wealtk,  you  need  a  way  to  insure  tkat  wkat  you've  created 
will  ke  transferred,  intact,  to  tkose  you  care  akout.  At  Manulife  Financial,  we 
pioneered  insurance  tkat  provides  for  wea  Itk  transfer.  Today,  we  offer  smart  financial 
alternatives  from  life  insurance  and  401(1?)  plans  to  mutual  funds  and  annuities. 
Ask  your  financial  advisor.  Call  1-888-M  AN  UL1FE.  Or  visit  www.manu  life  .com. 
See  why  we're  smart  company  for  your  money/'1 

EH  Manulife  Financial 

Manulife  Financial  and  tke  block  design  arc  rcguilerct!  service  marks  of  I  in  Manufacturers  Life  Insurance  Cmnpanv  and  are  used  ky  il  and  its  subsidiaries.  Products  not  available  in  New  York. 
382296C1C02N  ©  1 996 


COMPAHIES 


   • 

Employees 

-rid 
'96 

im- 
'95 

Company  Chief 
business  executive 

Revenues 
($mil) 

 Profits 

operating 
($mil) 

net 
($mil) 

Fiscal 
year-end 

416 

■ 

Quill                                                              Jack  Miller 
distributes  office  supplies  &  computer  products 

$497e 

$34e 

$19e 

1,063 

Dec 

417 

453 

Darcars                                                           John  Darvish 
auto  dealerships 

494 

13e 

7e 

1,363 

Dec 

418  438 

Cowles  Media                                               .      David  C  Cox 
Star  Tribune  in  Minneapolis;  magazines,  videos  &  other  information  services 

493 

70 

24 

3,411 

Mar 

419 

■ 

Watson  Wyatt  Worldwide                                      Peter  Smith 
human  resources,  pension  &  employee  benefit  consulting 

493' 

47' 

9' 

4,980 

June 

420 

■ 

Ris  Paper                                                         Mark  Griffin 
distributes  paper  &  paper  products 

490 

20e 

13e 

640 

Dec 

421 

444 

Simmons                                                       Zenon  S  Nie 
Beautyrest,  Maxipedic,  Beautysleep,  BackCare  &  other  mattresses  &  waterbeds 

490 

40 

9 

2,600 

Dec 

422 

491 

Turner  Industries                                              Bert  Turner 
maintains  &  constructs  oil  refineries,  chemical  &  petrochemical  plants 

486 

24e 

lie 

10,000 

Oct 

423 

490 

Maroone  Automotive  Group                                    Michael  E  Maroone 
auto  dealerships 

485 

12e 

7e 

700 

Dec 

424 

405 

Williamson-Dickie  Manufacturing                             Philip  Williamson 
manufactures  uniforms  &  work  clothing 

485 

58e 

22e 

5,500 

Dec 

425 

374 

Home  Interiors  &  Gifts                                        Donald  J  Carter 
wholesales  decorative  accessories 

483 

85 

50 

1,500 

Dec 

426 

410 

Ukrop's  Super  Markets                                        James  E  Ukrop 
25  supermarkets  in  Virginia 

483e 

14e 

5e 

5,100 

July 

427 

439 

Hitchcock  Automotive  Resources                             Fritz  Hitchcock 
auto  dealerships 

478 

7 

4 

550 

Dec 

428 

■ 

Southern  California  Auto  Group                               William  J  Adkins 
auto  dealerships 

477 

13e 

7e 

743 

Dec 

429 

404 

Bugle  Boy  Industries                                            William  Mow 
casual  pants,  jeans,  sportswear  &  related  apparel  for  men,  boys  &  women 

475 

63e 

21e 

2,200 

Apr 

430 

445 

Rand  McNally                                                    Andrew  McNally  IV 
publishes  maps;  prints  books,  tickets  &  labels;  produces  &  packages  software 

475e 

35e 

16e 

3,800 

Dec 

John  Richard  Simplot  made  one  fortune 
in  potatoes  (J.R.  Simplot  Co.,  a  private  company) 
and  another  smaller  fortune  in  Micron  Technology 
(public  since  1984). 


431  ■ 

Great  Lakes  Cheese                                              Hans  Epprecht 

manufactures,  processes  &  packages  cheese 

473 

20e 

13e 

830 

Dec 

432  318 

JPS  Textile  Group                                              Steven  Friedman 
carpet,  elastics,  apparel,  industrial  fabrics,  building  materials 

473 

42 

-51 

4,500 

Oct 

433  451 

CB  Commercial  Real  Estate  Group                            James  J  Didion 
commercial  real  estate,  brokerage,  property  mgmt  &  mortgage  banking  svcs 

470 

43  m 

7 

4,000 

Dec 

434  450 

Copps                                                             Michael  W  Copps 
distributes  &  wholesales  food 

470e 

14e 

5e 

3,058 

Jan 

435  447 

Mason                                                             Richard  M  Loghry 

disassembles  weapons;  nuclear  weapons;  researches  &  develops  warheads 



470 

56e 

24e 

5,000 

Dec 

■Not  on  last  year's  list.  «Went  private  via  leveraged  buyout  since  1991.  e:  Estimate.  'U.S.  operations  only. 
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Our  Business  Is  Helping  Y)urs 
Buy  What  Money  Can't 

Up  the  road  ahead, 
there  are  some  challenging 
opportunities  for  your  busi- 
ness. And  money  alone  can 
only  take  you  so  far.  When 
you  need  help  beyond  creative 
financing,  we  can  make 
sure  you  re  headed  in  the 
right  direction.  After  all,  we 
get  involved  in  areas  most 
financial  service  companies 
wouldn't  dream  of  to  provide 
real  value.  Like  helping  a  major  shipping  company  establish  a  distribution  netivork  to  ensure  adequate 
spare  parts  availability.  Or  helping  a  leading  mortgage  company  make  housing  more  affordable  for 
low-income  families  and  dramatically  increasing  its  affordable  lending. 

At  GE  Capital  Services,  were  26  diversified  businesses.  And  each  one  is  dedicated  to  developing 
and  delivering  products  and  services  that  help  make  your  dollar  worth  more  than  a  dollar.  If  you're  looking 
for  some  smart  business  help,  call  1-800-243-2222.  And  let  us  give  you  a  few  of  the  things  money  can't  buy. 


GE  Capital  Services 

Our  Business  Is  Helping  Yours" 


AMERICOM   •   AUTO  FINANCIAL  SERVICES   •   AVIATION  SERVICES   •   COMMERCIAL  EQUIPMENT  FINANCING   •   COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES   •   CONSOLIDATED  FINANCIAL  INSURANCE   •   CONSUMER  FINANCIAL  SERVICES 
EMPLOYERS  REINSURANCE  CORPORATION  •   EQUITY  CAPITAL  GROUP  •   FINANCIAL  GUARANTY  INSURANCE  COMPANY  •   FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •   MODULAR  SPACE 
MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


^COMPANIES 


-Rank- 
le '95 

Company 

business 

Chief 
executive 

Revenues 
($mil) 

i 

 Profits 

operating 
($mil) 

Employees 

Fiscal 
year-end 

net 
($mil) 

436 

414 

Progressive  Tool  &  Industries 

designs  &  installs  robot-assisted  welding  &  assembly  tools 

Anthony  Wisne 

$470e 

$64e 

$29e 

3,000 

Nov 

437 

_  ■ 

Montgomery  Securities 

investment  banking,  institutional  brokerage 

Thomas  Weisel 

467 

HOe 

26e 

982 

Dec 

438  441 

Sauder  Woodworking 

ready-to-assemble  furniture;  cburch  furniture 

.  Maynard  Sauder 

467 

46e 

20e 

3,200 

Dec 

439 

452 

Darby  Group  Cos 

dental,  medical,  veterinary  &  vitamin  products 

Michael  Ashkin 

465e 

69e 

35e 

2,000 

Dec 

440 

435~ 

Kraus-Anderson                                                  Lloyd  Engelsma 
general  contracting,  real  estate,  commercial  insurance,  entertainment  centers 

465 

6e 

2e 

900 

Dec 

441 

■ 

Herb  Chambers  Cos 

auto  dealerships 

Herbert  G  Chambers 

461 

13e 

7e 

703 

Dec 

442 

■ 

Grede  Foundries 

iron  &  steel  castings  for  automotive,  farm  &  construction  equipment 

Bruce  Jacobs 

461 

62e 

18e 

433 

Dec 

443 

■ 

Brown  &  Brown  Automotive  Group 

auto  dealerships 

Henry  E  Brown 

460 

11 

9 

860 

Dec 

444  426 

Copper  &  Brass  Sales 

distributes  nonferrous  metals 

William  Howenstem 

460e 

23e 

940 

Dec 

445 

488 

Earnhardt's  Motor  Cos 

auto  dealerships 

Hal  J  Earnhardt  III 

460 

12 

7 

995 

Dec 

446 

■ 

Merit  Behavioral  Care 

managed  behavioral  healthcare 

Albert  S  Waxman 

457 

45 

3,275 

Sept 

447 

■ 

TIC                                                                Ron  McKenzie 
general  contractor  for  power  &  petrochemical  plants  &  other  industrial  facilities 

456 

5,000 

Dec 

448 

469 

Chronicle  Publishing 

publishes  newspapers  &  books;  broadcasting 

John  B  Sias 

455e 

130e 

40e 

2,700 

Dec 

449 

443 

Texas  Petrochemicals 

manufactures  industrial  organic  chemicals 

Bill  Waycaster 

454* 

74* 

-10* 

350 

May 

450 

472 

Coggin  Automotive  Group 

auto  dealerships,  hotels,  finance,  real  estate 

Luther  Coggin 

453 

75 

14 

935 

Dec 

451 

498~ 

IPC 

paper  &  plastic  packaging  for  food  &  other  products 

George  Bayly 

452 

63 

-13 

2,405 

Dec 

452 

285 

Alberici                                                        Robert  F  McCoole 
general  contractor  &  construction  manager  for  the  auto,  commercial  &  env  inds 

451 

18e 

6e 

1,500 

Dec 

453 

481 

Phil  Long  Dealerships 

auto  dealerships 

Jay  Cimino 

451 

11 

8 

1,134 

Dec 

454 

■ 

Apcoa 

manages  &  develops  parking  lots 

G  Walter  Stuelpe  Jr 

450 

49e 

25e 

4,000 

Dec 

455 

484 

Chief  Auto  Parts 

retails  &  wholesales  auto  parts 

David  H  Eisenberg 

450 

35 

5,200 

Dec 

456 

387 

Dick  Corp 

general,  commercial  &  ind  contracting;  constructs  airports,  bridges  & 

DE  Dick 
prisons 

450 

15 

5,000 

Dec 

457  432 

Field  Container                                                Larry  Field 
manufactures  folding  cartons;  recycled  paperboard;  ink  &  specialty  packaging 

450' 

72e* 

27e* 

2,200 

Apr 

458 

433 

GFI  America 

runs  slaughterhouses 

Robert  D  Goldberger 

450e 

17e 

7e 

1,125 

July 

459 

462 

lams 

premium  dog  &  cat  food 

Clay  Mathile 

450e 

90e 

36e 

1,100 

Dec 

460 

458 

Krasdale  Foods 

wholesales  food 

Charles  A  Krasne 

450 

13e 

4e 

600 

Dec 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1991.  e:  Estimate.  *Pro  forma  figures. 
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STAND-UP  CABIN  COMFORT 
ATA  SIT-DOWN  PRICE. 

THE  NEW 3700nm  GALAXY. 


GALAXY 


WMM  hen  you  think  in  terms  of  stand-up 

WW  headroom  and  intercontinental  range, 
you  are  probably  picturing  one  of  those 
gas-guzzling,  "heavy  iron"  business  jets  with 
a  truly  stratospheric  price.  But  Galaxy  is 
a  surprising  alternative  to  this  stereotyped 
image.  Indeed,  it  is  designed  to  offer  the 
seemingly  contradictory  combination  of 
generous  space,  long  range,  and  the 
operating  costs  of  a  midsize. 

That  puts  Galaxy  in  an  enviable  category 
all  by  itself. 

True  transcontinental  proportions 

Galaxy  provides  a  cabin  24  feet  in  length 
and  fully  7  feet  wide,  with  6  feet  3  inches  of 
standing  height.  That's  more  headroom  than 
any  other  current  business  jet,  at  any  price! 
And  the  total  cabin  volume  is  a  remarkable 
868  cubic  feet,  making  it  comfortably 
larger  than  any  other  "super-mid- 
size" competitor.  The  baggage  is 
carried  in  a  separate,  heated 
and  pressurized  external  bay 
with  its  own  air  stair  door. 
Capacity  is  a  class-dominating 
125  cubic  feet. 


Of — LJ — o 

Executive  Interior 


Corporate  Shuttle  Interior 


Galaxy's  cabin  has  been  ergonomically 
optimized  for  personal  comfort.  The  lavish 
galley  can  be  equipped  with  refrigerator, 
microwave  oven, 
coffee  maker,  and 
many  other 
options  that  make 
food  and  beverage 
service  easy  and 
convenient.  We've 
maximized  the  pas- 
senger space  while 
minimizing  the 
exterior  size,  thereby  reducing  airframe  drag 
and  substantially  increasing  efficiency.  That 
pays  off  handsomely  in  terms  of  extended 
range  and  low  fuel  burn. 

As  an  example,  Galaxy  will  fly  four  passen- 
gers from  Paris  to  New  York,  nonstop,  at  lower 
operating  costs  than  any  other 
corporate  jet.  In  absolute  terms, 
it  offers  a  true  transcontinental 
range  of  3,700  nm,  a  maximum 
cruise  speed  of  Mach  .85  and 
far  lower  fuel  burn — for 
virtually  any  mission — than 
anything  even  close  to  its  price. 
That's  where  Galaxy  value 
really  pays  off. 


The  first  convertible 

What's  more,  Galaxy  is  uniquely  versatile. 
The  entire  cabin  configuration  can  be  changed, 
overnight,  from  its  luxurious 
eight-passenger  executive  interior 
to  a  19  passenger  corporate  shut- 
tle. It's  the  first  corporate  convert- 
ible, literally  two  airplanes  in  one! 

In  either  configuration.  Galaxy 
pampers  its  passengers  with 
exceptional  quiet.  The  engines, 
mounted  far  behind  the  aft-most 
seats,  are  rendered  almost 
inaudible  during  flight.  Even  the  heating 
and  cooling  systems  are  specially  engineered 
to  operate  quietly. 

The  unbeatable  combination 

The  new  Galaxy.  It's  an  extraordinary  new 
concept  in  business  aircraft,  incorporating  the 
most  sophisticated  technology  to  deliver  an 
unmatched  combination  of  spacious  comfort, 
performance,  and  operating  efficiency.  For 
more  information,  please  call  1  609  987-1125, 
or  fax  us  at  1  609  987-8118.  We  think  you'll 
enjoy  our  stand-up  sales  routine,  especially 
after  you  sit  down  and  consider  the  many 
Galaxy  advantages. 


Leadership.. .by  design 
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?ouoni  me 
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Employees 

Fiscdl 

-rearm— 
'96  '95 

Company 

business 

executive 

ACVCllUCo 

($mil) 

 I  lUlll 

operating 
($mil) 

net 
($mil) 

year-end 

461 

460 

Pacific  Coast  Building  Products 

roofing  materials,  wallboard,  clay  pipe,  concrete  prods;  distribs  bl 

David  J  Lucchetti 
Jg  materials 

$450 

$23e 

$9e 

2,500 

Apr 

462 

■ 

PC  Richard  &  Son 

appliance,  home  office  &  electronics  stores 

Gary  H  Richard 

450 

24e 

lie 

1,500 

Jan 

463 

424~ 

Randall  Stores                                             -    Ronald  F  Randall 
Randall  Foods,  Cub  Foods,  Super  Valu  &  other  supermarkets  in  the  Midwest 

450e 

15e 

5e 

3,449 

Oct 

464 

463 

LaRoche  Industries 

organic  &  inorganic  chemicals 

Grant  Reed 

449 

61 

19 

884 

Feb 

465 

421 

American  Restaurant  Group 

Black  Angus,  Grandy's  &  other  restaurants 

Anwar  S  Soliman 

446 

11 

-40 

14,400 

Dec 

466 

436 

PrimeSource 

fabricates  metal,  distributes  building  materials 

Paul  Hylbert' 

446 

25e 

lie 

865 

Dec 

467 

442 

Webb  Automotive  Group 

auto  dealerships 

Lewis  M  Webb 

446 

12 

6 

716 

Dec 

468 

___ 

National  Wine  &  Spirits 

distributes  wine  &  spirits  in  the  Midwest 

James  LaCrosse 

443 

15 

4e 

1,200 

Mar 

469 

■ 

McCoy's  Building  Supply  Centers 

building  supply  stores  in  Texas  &  nearby  states 

Michael  McCoy2 

441 

29e 

12e 

1,700 

Dec 

470 

446 

Jockey  International 

manufactures  underwear  &  loungewear 

Donna  W  Steigerwaldt 

440e 

44e 

lie 

4,500 

Dec 

Big  money  in  candy  wrappers  and  snack  food 
bags?  Sure.  Atlanta,  Ga.-based  Printpack, 
controlled  by  the  Love  family,  does 
$570  million  a  year  in  this  obscure  specialty. 


47  1  466 

Marathon  Cheese 

packages  cheese  for  Kraft  &  other  food  companies 

Ray  Goldbach 

440e 

24e 

7e 

1,000 

June 

472  492 

United  Co 

coal  mining,  oil  drilling,  real  estate,  financial  services 

James  W  McGlothlin 

437 

95 

45 

1,059 

Dec 

47  3  473 

Nibco                                                             Rex  Martin 
plumbing  valves,  copper  &  plastic  fittings,  thermoplastic  fluid-control  prods 

434 

41 

24 

3,257 

Dec 

474  495 

Galpin  Motors 

auto  dealerships 

Herbert  F  Boeckmann  II 

434 

15 

12 

671 

Dec 

475  412 

Furman  Lumber 

distributes  lumber  &  building  materials 

Barry  Kronick 

434 

5 

327 

Feb 

476  390 

Wherehouse  Entertainment3 

audio,  video  &  multimedia  software  stores  in  6  western  states 

Jerry  Goldress 

433 

36 

-44 

7,100 

Jan 

477  ■ 

Montgomery  Watson 

environmental  engineering,  site  design,  construction  &  maintenance 

Murli  Tolaney 

433 

20 

6 

3,500 

Sept 

478  456 

Morris  Communications 

newspapers,  magazines,  outdoor  advertising 

William  S  Morris  III 

432e 

95e  . 

19e 

5,100 

Dec 

479  471 

Toresco  Enterprises 

Autoland  of  New  Jersey  &  other  auto  dealerships 

Donald  Toresco 

430 

12e 

6e 

782 

Dec 

480  461 

Titan  Industrial 

markets  steel 

Michael  S  Levin 

428 

24e 

9e 

175 

Dec 

■Not  on  last  year's  list.  »Went  private  via  leveraged  buyout  since  1991.  e:  Estimate.  'Marvin  Miller  is  co-chief  executive.  ;Brian  McCoy  is  co-chief  executive.  Jln  Chapter  11. 
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9000  Aero 


Of  course  horsepower  is  just  half  the  story.  For  those  who  get  their  kicks  from  G-forces,  the  Saab  9000  Aero  boasts 
252  lb.  ft.  of  torque  at  1,800  rpm.  And  since  it  does  0-60  in  6.2  seconds,  exhilaration  is  assured. 
No  wonder  David  E.  Davis,  Jr.,  of  Automobile  magazine  exclaimed,  "You  must  drive  this  car!" 

For  more  information  about  Saab,  call  1-800-582-SAAB,  Ext.  208.  www.saabusa.com 

'Car  and  Driver.  7/93.  "Automobile  magazine.  10/93.  ©1996  SAAB  CARS  USA.  INC 
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executive 
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David  Weekley  Homes 

builds  semicustom  homes  in  Texas,  Colorado,  Florida  &  North  Carolina 

HnuiH  WppLHpw 

UdVIU  VVCCmCy 

$427 

$26e 

$15e 

600 

Dec 

"482  422 

Pepper  Cos 

general  contractor  &  construction  manager  in  over  40  states 

1  Stanlpv  Ppnnpr 

426 

5 

6 

1,260 

Sept 

483  ■ 

Coca-Cola  Bottling  Co  United 

bottles  Coca-Cola 

rianrlp  R  Nipkpn 

425 

38 

9 

2,500 

Dec 

484  ■ 

Sterling  McCall  Group 

auto  dealerships 

Stprlina  R  MrOall 

OlClllllg  U  I'lL AjCI  1  1 

425e 

12e 

6e 

385 

Dec 

485  493 

Southern  Foods  Group 

processes  milk  &  manufactures  other  dairy  products 

Pptpr  Srhpnkpl 

1  CICI   0\j  1 ICI P  r\t  1 

425e 

25e 

lOe 

2,200 

Mar 

486  430 

Fred  W  Albrecht  Grocery 

Acme  Stores,  Acme  Super  Centers,  Y-Mart  stores 

F  ^tpupn  Alhrprht 
r  oicvcii  niuicuiu 

424e 

6e 

le 

2,419 

Dec 

487  496 

Braman  Enterprises 

auto  dealerships 

Norm3n  Braman 

423 

lie 

6e 

750 

Dec 

488  480 

Bissell 

carpet  sweepers,  vacuum  cleaners,  floor  &  rug  shampooers 

Mark  RkspII 

Ilia  1  n  U  i      ■ 1   1 1 

420e 

31e 

14e 

2,450 

Dec 

489  500 

Haggen 

Haggen  Foods  &  Top  Food  &  Drug  stores  in  Washington 

Donald  Haggen 

420 

8e 

2,600 

Dec 

490  251 

Oxbow 

composite  pipes,  fossil  fuels,  geothermal  energy,  real  estate 

William  1  Koch 

ii  1 1 1  iu  n  i  i  i\«joi  i 

420e 

lOOe 

41e 

900 

Dec 

491  ■ 

Sundt 

construction  &  construction  management  services 

H  Wilson  Sundt 

417 

14e 

6e 

4,000 

Sept 

492  ■ 

Swope  Automotive  Group 

auto  dealerships 

^amnpl  fi  Swnnp 

416 

lie 

3 

967 

Dec 

493  ■ 

Fortunoff 

department  stores  specializing  in  fine  jewelry  &  home  furnishings 

Alan  Fortunoff 

415e 

35e 

15e 

2,500 

July 

494  476 

General  Automotive 

manufactures  buses 

Cruse  W  Moss 

415e 

2,200 

June 

495  ■ 

Swinerton 

construction 

David  H  Grubb 

412 

lie 

5e 

1,000 

Dec 

When  Charles  Kettering  was  running  Dayton 
Engineering  Laboratories,  it  was  private. 
General  Motors  bought  the  business 
in  1918.  Now  it's  private  again,  under  the 
name  Delco  Remy  America. 


496 

■ 

Pacifico  Group 

auto  dealerships,  fleet  sales 

Kerry  T  Pacifico 

411 

lie 

6e 

370 

Dec 

497 

■ 

Longaberger 

handcrafted  baskets,  pottery  &  other  home  decor  products 

Dave  Longaberger 

410 

44e 

24e 

5,026 

Dec 

498 

■ 

Maicienform  Worldwide 

manufactures  &  markets  women's  intimate  apparel 

Elizabeth  J  Coleman 

410 

39e  . 

13e 

9,000 

Dec 

499 

■ 

Houchens  Industries 

Houchens  &  Save-A-Lot  supermarkets 

Jim  Gipson 

409e 

5e 

-le 

3,100 

Sept 

500 

501 

Shapell  Industries 

develops  land  &  builds  luxury  homes  in  California 

Nathan  Shapell 

408e 

25e 

8e 

300 

Dec 

■Not  on  last  year's  list  »Went  private  via  leveraged  buyout  since  1991,  e:  Estimate. 
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Our  $500  Rebate 
Package  makes  it 
even  easier  to  put  the 
DV1  in  your  pocket. 

Introducing  the  world's  smallest  and  * 
lightest  digital  camcorder  that's  M 
Iso  a  digital  still  camera.  jBw 


he  DV1  puts  a  world  of  features,  right  in  your  pocket. 

digital  technology  empowers  it  with  a  superior  picture, 
CD  quality  audio,  100X  digital  zoom,  and  sophisticated 
effects  which  offer  18  scene  transitions  and  12  special 
effects.  In  snapshot  mode,  up  to  5,400  still  shots 
can  be  captured  on  a  single  tape.  For  a  color 
print,  connect  it  to  its  optional  GV-PT1  video 
printer.  A  docking  station,  included  with  the 
DV1 ,  allows  it  to  perform  digital  zoom  and 
five  other  digital  effects,  all  during  post 
production.  Its  JLIP  interface  lets  it  con- 
nect with  AV  equipment  and  personal 
computers  for  radical  multimedia 
use.  And,  you  get  all  these  fea-  A 
tures  in  a  camcorder  that  weighs  ±W 
a  mere  one  pound.  Aw  A 


Right  now,  with  our  special  $500       s  A^rAm 
Rebate  Package,  which  includes  a  Aw  M 

$300  DV1  Accessory  Kit,  plus  a  $200 
rebate,  the  JVC  DV1  CyberCam  will  fit  your 
budget  as  perfectly  as  your  pocket. 

Purchase  of  the  DV1  CyberCam  must  be  made  by  12/31/96.  See  your  authorized  JVC 
retailer  for  rebate  form  with  rules  and  special  restrictions. 


Camera  shown  actual  size. 


DV1  AccessdryKit  includes:  Power  Grip,  two  additional  lithium 
batteries,  one  DVC blank  tape,  and  deluxe  leather  carrying  case. 


There  are  movie  critics 
Food  critics.  Art  crit 
not  hospital  c 


It's  curious,  isn't  it? 
Movies,  even  restau- 
rants, are  reviewed 
to  help  all  of  us  make 
informed  decisions. 


But  when  it  comes  to 
people  providing  your 
healthcare,  third-party 
opinions  are  pretty 
rare.  Columbia  is  try- 
ing to  change  that. 

We  work  with  out- 
side experts  to  help  us 
evaluate  our  facilities. 
And  we  regularly  ask 


our  patients  for  their 
feedback.  This  helps 
us  to  build  on  our 
strengths  and  focus 
on  ways  to  bring 
you  even  better  care. 

And  it's  working. 
Thirty  of  our  hospitals 
have  been  named  to 
HCIA/Mercer's  top 
100  hospitals  in  the 
country.  And  in  a 
national  survey*  of 
our  patients,  95%  said 
they  were  "satisfied" 
or  "very  satisfied"  with 


has  been 

Accredited  With  Commendatior 

by  the 


Joint  Commission 

on  Accreditation  of  Healthcare  Organizations 

Which  has  surveyed 
this  organization  and  found  it 
to  meet  the  requirements 
for  accreditation 

1993-96 


D.K  Otjlnby. 
Chairman  of  the  Board 


ranis  S.  O'Lear/,  M.D. 
President 


•T- 


the  care  that  they  facing  an  emergency 

received  at  Columbia,  or  trying  to  select  a 

So,  if  you're  looking  physician,  be  sure  to 

at  provider  options  choose  Columbia. 


on  your  health  plan, 


To  find  out  more, 
we're  on  the  net  at 
http://www.  Columbia, 
net  or  give  us  a  call 
at  1-800-COLUMBIA. 


<€»  COLUMBIA" 

Healthcare  has  never  worked 
like  this  before. 


'Survey  conducted  by  The  Gallup  Organization  for  calendar  year  1995;  n=100,000  with  a  maximum  error  range  of  +/-  0.3%.  ©  1996  Columbia/HCA  Healthcare  Corporation 


COMPANIES 


Where  to  find  them 


r  Company 

Rank  1 

1  Company 

Rank 

1  Company 

Rank 

A-Mark  Financial 

100  Wilshire  Boulevard,  3rd  Floor 
Santa  Monica,  CA  90401 
310-319-0200 

175 

Amkor  Electronics 

1345  Enterprise  Drive 
West  Chester,  PA  19380 
610-431-9600 

249 

Barton  Malow 

27777  Franklin  Road,  Suite  800 
Southfield,  Ml  48034 
810-351-4500 

292 

ABC  Supply 

One  ABC  Parkway 
Beloit.WI  53511 
608-362-7777 

250 

Amsted  Industries  145 

205  N  Michigan  Avenue,  Blvd  Towers  South 

Chicago,  IL  60601 

312-645-1700 

Bashas' 

PO  Box  488 
Chandler,  AZ  85244 
602-895-9350 

287 

ACF  Industries 

620  North  Second  Street 
St  Charles,  MO  63301 
314-940-5000 

383 

Amway 

7575  Fulton  Street  East 
Ada,  Ml  49355 
616-787-6000 

24 

Battelle  Memorial  Institute 

505  King  Avenue 
Columbus,  OH  43201 
800-201-2011 

190 

Advance  Publications 

950  Fingerboard  Road 
Staten  Island,  NY  10305 
718-981-1234 

25 

Andersen  Corp 

100  Fourth  Avenue  North 
Bayport,  MN  55003 
612-439-5150 

134 

BE&K 

2000  International  Park  Drive 
Birmingham,  AL  35243 
205-969-3600 

234 

Alamo  Rent-A-Car 

110  South  East  Sixth  Street 
Fort  Lauderdale,  FL  33301 
954-522-0000 

106 

Andersen  Worldwide 

1345  Avenue  of  the  Americas 
New  York,  NY  10105 
212-708-4000 

8 

LL  Bean 

Casco  Street 
Freeport,  ME  04033 
207-865-4761 

162 

Alberici 

2150  Kienlen  Avenue 
St  Louis,  MO  63121 
314-261-2611 

452 

Apcoa 

800  Superior  Avenue 
Cleveland,  OH  44124 
216-522-0700 

454 

Beaulieu  of  America 

PO  Box  1248 
Dalton,  GA  30722 
706-278-6666 

221 

Fred  W  Albrecht  Grocery 

2700  Gilchrist  Road 
Akron,  OH  44305 
330-733-2861 

486 

Aramark 

Aramark  Tower,  1101  Market  Street 
Philadelphia,  PA  19107 
215-238-3000 

19 

Bechtel  Group 

PO  Box  193965 

San  Francisco,  CA  94119 

415-768-1234 

10 

Alex  Lee 

PO  Box  800 
Hickory,  NC  28603 
704-323-4424 

117 

Asplundh  Tree  Expert 

708  Blair  Mill  Road 
Willow  Grove,  PA  19090 
215-784-4200 

219 

BeefAmerica 

14748  West  Center  Road,  Suite  201 
Omaha,  NE  68144 
402-330-1899 

154 

All-Phase  Electric  Supply 

3401  South  Lakeshore  Drive 
St  Joseph,  Ml  49085 
616-926-6194 

367 

Austin  Industries 

PO  Box  1590 
Dallas,  TX  75221 
214-443-5500 

328 

Belk  Stores  Services 

2801  West  Tyvola  Road 
Charlotte,  NC  28217 
704-357-1836 

83 

Alliant  Foodservice  (1995) 
PO  Box  324 
Deerfield,  IL  60015 
847-405-8500 

30 

Avondale 

PO  Box  1109 
Monroe,  GA  30655 
770-267-2226 

169 

Berwind  272 

3000  Centre  Square  West,  1500  Market  Street 

Philadelphia,  PA  19102 

215-563-2800 

American  Axle  &  Manufacturing  (1994) 
1840  Holbrook  Avenue 
Detroit,  Ml  48212 
313-974-2000 

64 

Baker  &  McKenzie 

130  East  Randolph  Street 
Chicago,  IL  60601 
312-861-8800 

302 

Beverage  America 

545  East  32nd  Street 
Holland,  Ml  49423 
616-396-1281 

382 

American  Foods  Group 

544  Acme  Street 
Green  Bay,  Wl  54302 
414-437-6330 

351 

Baker  &  Taylor  (1992) 

2709  Water  Ridge  Parkway,  Suite  500 

Charlotte,  NC  28217 

704-357-3500 

254 

Big  V  Supermarkets 

176  North  Main  Street 
Florida-,  NY  10921 
914-651-4411 

248 

American  Restaurant  Group 

450  Newport  Center  Drive,  Suite  600 
Newport  Beach,  CA  92660 
714-721-8000 

465 

Bartlett  and  Co 

4800  Main  Street,  Suite  600 
Kansas  City,  MO  64112 
816-753-6300 

230 

Big  Y  Foods 

280  Chestnut  Street,  PO  Box  7840 
Springfield,  MA  01102 
413-784-0600 

241 

The  main  table  starts  on  page  154.  For  those  firms  taken  private  since  1991,  we  show  the  year  of  the  transaction. 
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Sr^r 


Bringing  People  Closer 


iHiiniiimEiry* 

I  I .  -  ■  - 

".*, 


i 


Telecommunications  in  Italy  and  the  world 


Stet.  our  business  is  bringing  people  together  through  tele- 
mmunications  technology-both  at  home  in  Italy  and  around 
e  world.  And  the  hundred-plus  specialist  companies  which 
ake  up  the  Stet  Group  have  a  unique  expertise  in,  that  busiriess: 
lether  we're  working  with  service  companies  or  in  industry. 


We  provide  a  wide  range  of  products  and  infrastructures  from 
IT  services  to  the  most  advanced  multimedia  solutions.  And 
when  communications  need  to  be  truly  global,  nothing  comes 
more  naturally  to  Stet.  You  could  say  it's  a  natural  reflection 
of  our  talent  for  bringing  people  and  places  closer  together. 


COMPANIES 


Rank  1 

Company 

Rank  |  |  Company 

Rank  j 

Bissell 

?34<i  Walkpr  Rnarl  NW 
Grand  Rapids,  Ml  49504 
616-453-4451 

488 

Bugle  Boy  Industries 

2900  Madera  Road 
Simi-Valley,  CA  93065 
805-582-1010 

429           Chronicle  Publishing 

901  Mission  Street 

San  Francisco,  CA  94103 

415-777-1111 

448 

Black  &  Veatch 

8400  Ward  Parkwav 
Kansas  City,  MO  64114 
913-339-2000 

152 

Builder  Marts  of  America 

PO  Box  47 

Greenville.SC  29602 
864-297-6101 

377           Clark  Enterprises 

7500  Old  Georgetown  Road 
Bethesda.MD  20814 
301-657-7100 

99 

Bloomberg  Financial  Markets 

Park  Aupnnp 

New  York,  NY  10022 
212-318-2000 

223 

Leo  Burnett 

35  West  Wacker  Drive 
Chicago,  IL  60601 
312-220-5959 

235          Club  Corporation  International 

3030  LBJ  Freeway,  Suite  700 
Dallas,  TX  75234 
214-243-6191 

264 

Blue  Bird 

WO  Arkwripht  Rnarl 
Macon,  GA  31210 
912-757-7100 

396 

Burt  Automotive  Network 

5200  South  Broadway 
Englewood,  CO  80110 
303-761-0333 

350          CMI  International 

30333  Southfield  Road 
Southfield,  Ml  48076 
810-642-9450 

325 

Boler 

500  Park  Rnulpvard 
Itasca,  IL  60143 
708-773-9111 

317 

C&S  Wholesale  Grocers 

Old  Ferry  Road 
Brattleboro,  VT  05301 
802-257-4371 

36          Coca-Cola  Bottling  Co  of  Chicago 

7400  North  Oak  Park  Avenue 
Niles,  IL  60714 
312-775-0900 

214 

Booz,  Allen  &  Hamilton 

8?83  GrpprKhnrn  Drivp 
McLean,  VA  22102 
703-902-5000 

155 

Cargill 

PO  Box  9300 
Minneapolis,  MN  55440 
612-742-6000 

1           Coca-Cola  Bottling  Co  United 

4600  East  Lake  Boulevard 
Birmingham,  AL  35217 
205-841-2653 

483 

Borden  (1995) 
180  East  Broad  Street 
Columbus,  OH  43215 
614-225-4000 

22 

Carlson  Cos 

Carlson  Parkway,  PO  Box  59159 
Minneapolis,  MN  55459 
612-540-5000 

87           Coggin  Automotive  Group 

PO  Box  16469 
Jacksonville,  FL  32245 
904-730-2464 

450 

Boscov's  Department  Stores 

4500  Perkiomen  Avenue 
Reading,  PA  19606 
610-779-2000 

243 

Carpenter 

PO  Box  27205 
Richmond,  VA  23261 
804-359-0800 

260  Comark 

444  Scott  Drive 
Bloomingdale,  IL  60108 
708-924-6700 

365 

Bose 

The  Mountain 
Framingham,  MA  01701 
508-879-7330 

277 

CB  Commercial  Real  Estate  Group 

533  South  Fremont  Avenue 
Los  Angeles,  CA  90071 
213-613-3501 

433  Conair 

150  Milford  Road 
East  Windsor,  NJ  08520 
609-426-1300 

326 

Braman  Enterprises 

One  South  East  Third  Avenue,  Suite  2130 

Miami,  FL  33131 

305-358-1889 

487 

CH2M  Hill  Companies  Ltd 

6060  South  Willow  Drive 
Greenwood  Village,  CO  80111 
303-771-0900 

237  Connell 

45  Cardinal  Drive 
Westfield,  NJ  07090 
908-233-0700 

135 

Brookshire  Grocery 

PO  Box  1411 
Tyler,  TX  75710 
903-534-3000 

124 

Herb  Chambers  Cos 

259  McGrath  Highway 
Somerville,  MA  02145 
617-666-8333 

441          Connell  Limited  Partnership 

One  International  Place,  Fort  Hill  Square 

Boston,  MA  02110 

617-737-2700 

130 

Brown  &  Brown  Automotive  Group 

PO  Box  1059 
Mesa,  AZ  85211 
602-833-3456 

443 

Charmer  Industries 

1950  48th  Street 

Long  Island  City,  NY  11105 

718-726-2500 

306          Consolidated  Electrical  Distributors 

31356  Via  Colinas 
Westlake  Village,  CA  91362 
818-991-9000 

91 

Brylane 

463  Seventh  Avenue 
New  York,  NY  10018 
212-613-9500 

334 

Chemcentral 

7050  West  71st  Street 
Bedford  Park,  IL  60638 
708-594-7000 

224          Continental  Cablevision 

The  Pilot  House,  Lewis  Wharf 
Boston,  MA  02110 
617-742-9500 

102 

Budget  Rent  a  Car 

4225  Naperville  Road 
Lisle,  IL  60532 
708-955-1900 

149 

Chief  Auto  Parts 

5400  LBJ  Freeway,  Suite  200 
Dallas,  TX  75240 
972-404-1114 

455           Continental  Grain 

277  Park  Avenue 
New  York,  NY  10172 
212-207-5100 

4 

The  main  table  starts  on  page  154.  For  those  firms  taken  private  since  1991,  we  show  the  year  of  the  transaction. 
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The  New 
Pontiac-GMC  Division 
Has  Already  Struck 

Gold. 

As  evidenced  by  the  results  of  the  recent  J.D.  Power  and  Associates  APEAL  Study,SM 
we  believe  the  Pontiac-GMC  merger  is  looking  more  and  more  like  a  win-win  situation. 
Of  all  the  models  rated  by  owners  for  performance,  execution  and  layout, 
Pontiac-GMC  vehicles  captured  four  of  eleven  "Most  Appealing"  awards. 
My  thanks  to  the  men  and  women  of  Pontiac-GMC, 
all  plant  employees,  as  well  as  our  dealers,  suppliers  and  partners, 
for  their  contribution  to  this  outstanding  achievement, 
and  for  making  this  merger  one  of  the  most  powerful  and  promising  in  the  industry. 


Roy  S.  Roberts  Vice  President  &  General  Manager 
Pontiac-GMC  Division 


CMC®  Yukon 
"Most  Appealing  Full-Size 
Sport  Utility  Vehicle" 


Pontiac  Grand  Am  ® 

"Most  Appealing  Entry  Midsize  Car"  (tie) 


Pontiac  Sunfire  ® 

"Most  Appealing  Compact  Car" 


Pontiac  Bonneville® 

"Most  Appealing  Premium  Midsize  Car" 


Pontiac  Sunfire,  Grand  Am,  Bonneville  and  GMC  Yukon  ranked 
"Most  Appealing"  by  J.D.  Power  and  Associates. 

PONTIAC-GMC 


€1996  GM  Corp.  All  nghts  reserved  Always  wear  satety  belts,  even  with  air  bags  J  D  Power  and  Associates  1 996  Automotive  Performance.  Execution  and  Layout  (APEAL)  Study  ™  Study  based  on  a  total  of  25.492  consumer  responses. 


Companies 


ink  1 

Company 

Company 

Rank 

Cocpeis  &  Lybrand 
1251  Avenue  of  the  Americas 
New  York,  NY  10020 
212-536-2000 

15 

Darcars 

PO  Box  9126 

Silent  Spring,  MD  20916 
301-622-0300 

417 

DiGiorgio 

380  Middlesex  Avenue 
Carteret,  NJ  07008 
908-541-5555 

173 

Copper  &  Brass  Sales  444 

17401  Ten  Mile  Road 
Eastpointe,  Ml  48021 
810-775-7710 

Russ  Darrow  Group 

4524  Dollar  Drive 
West  Bend,  Wl  53095 
414-629-5531 

33 

7 

Dillingham  Construction 

5960  Inglewood  Drive 
Pleasanton,  CA  94588 
510-463-3300 

164 

Copps  i 

2828  Wayne  Street 
Stevens  Point,  Wl  54481 
715-344-5900 

t34 

Dart  Container 

500  Hogsback  Road 
Mason,  Ml  48854 
517-676-3800 

177 

Discount  Tire 

1463  North  Scottsdale  Road 
Scottsdale,  AZ  85254 
602-951-1938 

313 

Core-Mark  International 

395  Oyster  Point  Boulevard,  Suite  415 
South  San  Francisco,  CA  94080 
415-589-9445 

61 

David  Weekley  Homes 

1300  Post  Oak  Boulevard,  Suite  1000 
Houston,  TX  77056 
713-963-0500 

48 

I 

Dobbs  Brothers  Management 

5170  Sanderlin  Avenue,  Suite  102 
Memphis,  TN  38117 
901-685-8881 

200 

Coulter  2 

PO  Box  169015 
Miami,  FL  33116 
305-380-3800 

67 

Day  &  Zimmermann 

1818  Market  Street 
Philadelphia,  PA  19103 
215-299-8000 

233 

Domino's  Pizza 

PO  Box  997 

Ann  Arbor,  Ml  48106 

313-930-3030 

229 

County  Seat  Stores  3 

17950  Preston  Road,  Suite  1000 
Dallas,  TX  75252 
214-248-5100 

24 

DeBruce  Grain 

2702  Rock  Creek  Parkway,  Suite  400 
Kansas  City,  MO  64117 
816-421-8182 

28 

5 

Drug  Guild  Distributors 

350  Meadowlands  Parkway 
Secaucus,  NJ  07096 
201-348-3700 

402 

Cowles  Media  418 

329  Portland  Avenue 
Minneapolis,  MN  55415 
612-673-7100 

Del  Monte  Foods 

PO  Box  193575 

San  Francisco,  CA  94119 

415-247-3000 

95 

Drummond 

PO  Box  10246 
Birmingham,  AL  35202 
205-387-0501 

268 

Cox  Enterprises 

PO  Box  105357 
Atlanta,  GA  30348 
404-843-5123 

33 

Delaware  North  Cos 

1  Delaware  North  Place,  438  Main  Street 

Buffalo,  NY  14202 

716-858-5000 

25 

5 

Duchossois  Industries 

845  Larch  Avenue 
Elmhurst,  IL  60126 
708-279-3600 

126 

Crawford  Fitting  1 

29500  Solon  Road 
Solon,  OH  44139 
216-248-4600 

76 

Delco-Remy  America  (1994) 
2902  Enterprise  Drive 
Anderson,  IN  46013 
317-778-6499 

335 

Dunavant  Enterprises 

PO  Box  443 
Memphis,  TN  38101 
901-369-1500 

68 

Crowley  Maritime  1 

155  Grand  Avenue 
Oakland,  CA  94612 
510-251-7500 

56 

Deloitte  Touche  Tohmatsu  International  17 

Ten  Westport  Road 
Wilton,  CT  06897 
203-761-3000 

DynCorp 

2000  Edmund  Halley  Drive 
Reston,  VA  22091 
703-264-0330 

204 

Crown  Equipment  2 

40  South  Washington  Street 
New  Bremen,  OH  45869 
419-629-2311 

76 

DeMoulas  Super  Markets 

875  East  Street 
Tewksbury,  MA  01876 
508-851-8000 

90 

Earnhardt's  Motor  Cos 

1301  North  Arizona  Avenue 
Gilbert,  AZ  85233 
602-926-4000 

445 

Cumberland  Farms  ] 

777  Dedham  Street 
Canton,  MA  02021 
617-828-4900 

60 

Deseret  Management 

60  East  South  Temple,  Suite  575 
Salt  Lake  City,  UT  84111 
801-538-0651 

27 

3 

Ebsco  Industries 

PO  Box  1943 
Birmingham,  AL  35201 
205-991-6600 

203 

D'Arcy  Masius  Benton  &  Bowles  ; 

1675  Broadway 
New  York,  NY  10019 
212-468-3622 

03 

DHL  Airways 

333  Twin  Dolphin  Drive 
Redwood  City,  CA  94065 
415-593-7474 

194 

Eby-Brown 

280  Shuman  Boulevard,  Suite  280 
Naperville,  IL  60563 
708-778-2800 

96 

Darby  Group  Cos  A 

865  Merrick  Avenue 
Westbury,  NY  11590 
516-683-1800 

39 

Dick  Corp 

PO  Box  10896 
Pittsburgh,  PA  15236 
412-384-1000 

45 

5 

84  Lumber 

PO  Box  8484 

Eighty  Four,  PA  15384 

412-228-8820 

127 

The  main  table  starts  on  page  154.  For  those  firms  taken  private  since  1991,  we  show  the  year  of  the  transaction. 
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HE'S  COVERED 


R  HOW  DEEP  IT  GETS. 


rs  from  Orvis  will  keep  out  the  water.  But  to  protect  its  business  —  including  dozens  of  stores 

oting  schools  and  overseas  manufacturing  sites — Orvis  hooked 
'en  the  varied  risks  this  sporting  goods  company  might  encounter,  the  insurance  agent  for 

and  liability  coverage  broad  enough  to  cover  the  company  any- 


bb  to  devel 


where  in  the  world. 


of  the 


isiness  insurers,  Chubb  has  nearly  115  years  of  experience — along 


with  the  highest  ratings  for  financial  strength  —  to  help  keep  businesses,  large  and. small,  from  getting  soaked, 
To  see  how  your  independent  agent  or  broker  can  work  with  Chubb  to  help  your  business,  call  1-800-36  CHUBB. 
You  can  also  visit  our  web  site  at  http://www.chul3b.com. 

INSURE 

YOUR  WORLD  «■*  ! 

WITH  CHUBB  " 


CHUBB 


For  promotional. purposes,  Chubb  refers  to  member  insurers  of  the  Chu 
conditions  and  exclusions  of  the  policies  ;\s  issued.  Coverage  may  not 


panics  underwriting  coverage.  The  precise  coverage  offered  is  subject  to  the  terms, 
ons.  Chubb  Group  of  Insurance  Companies,  Box  1615,  Warren.  NJ  07061-1615. 


1  Company 

Rank  1 

Company 

Rank  1 

Company 

Rank 

El  Camino  Resources 

21051  Warner  Center  Lane 
Woodland  Hills,  CA  91364 
818-226-6600 

399 

Field  Container 

1500  Nicholas  Boulevard 
Elk  Grove  Village,  IL  60007 
708-437-1700 

457 

General  Medical 

8741  Landmark  Road 
Richmond,  VA  23228 
804-264-7500 

101 

Elder-Beerman  Stores 

3155  El-Bee  Road 
Dayton,  OH  45439 
513-296-2700 

384 

Fiesta  Mart 

5235  Katy  Freeway 
Houston,  TX  77007 
713-869-5060 

261 

General  Parts 

PO  Box  26006 
Raleigh,  NC  27611 
919-876-6171 

289 

Enterprise  Products 

PO  Box  4324 
Houston,  TX  77210 
713-880-6500 

167 

Flint  Ink 

25111  Glendale  Avenue 
Detroit,  Ml  48239 
313-538-6800 

215 

Genmar  Holdings 

100  South  Fifth  Street,  Suite  2400 
Minneapolis,  MN  55402 
612-339-7900 

371 

Enterprise  Rent-A-Car 

600  Corporate  Park  Drive 
St  Louis,  MO  63105 
314-512-5000 

37 

Flying  J 

PO  Box  678 

Brigham  City,  UT  84302 
801-734-6400 

122 

Genuardi  Family  Markets 

805  East  Germantown  Pike 
Norristown,  PA  19401 
610-277-6000 

331 

Entex  Information  Services  (1993) 
Six  International  Drive 
Rye  Brook,  NY  10573 
914-935-3600 

58 

Follett 

2233  West  Street 
River  Grove,  IL  60171 
708-583-2000 

238 

Georgia  Crown  Distributing 

PO  Box  7908 
Columbus,  GA  31908 
706-568-4580 

299 

Ernst  &  Young 

787  Seventh  Avenue 
New  York,  NY  10019 
212-773-3000 

13 

Fortunoff 

70  Charles  Lindburgh  Boulevard 
Uniondale,  NY  11553 
516-832-9000 

493 

GFI  America 

2815  Blaisdell  Avenue,  South 
Minneapolis,  MN  55408 
612-872-6262 

458 

Essex  Group 

PO  Box  1601 

Fort  Wayne,  IN  46801 

219-461-4000 

133 

Foster  Farms 

PO  Box  457 
Livingston,  CA  95334 
209-394-7901 

231 

Giant  Eagle 

101  Kappa  Drive 
Pittsburgh,  PA  15238 
412-963-6200 

55 

M  Fabrikant  &  Sons 

One  Rockefeller  Plaza 
New  York,  NY  10020 
212-757-0790 

255 

Frank  Consolidated  Enterprises 

666  Garland  Place 
Des  Plaines,  IL  60016 
847-699-7000 

136 

Gilbane  Building 

Seven  Jackson  Walkway 
Providence,  Rl  02940 
401-456-5800 

110 

Family  Restaurants 

18831  Von  Karman  Avenue 
Irvine,  CA  92612 
714-757-7900 

312 

Freedom  Communications 

PO  Box  19549 
Irvine,  CA  92623 
714-553-9292 

389 

Gilman  Investment 

111  West  50th  Street 
New  York,  NY  10020 
212-246-3300 

388 

Fareway  Stores 

PO  Box  70 
Boone,  IA  50036 
515-432-2623 

391 

Furman  Lumber 

PO  Box  130 

Nutting  Lake,  MA  01865 
508-670-3800 

475 

Glazer's  Wholesale  Distributors 

14860  Landmark  Boulevard 
Dallas,  TX  75240 
214-702-0900 

340 

Farm  Fresh 

7530  Tidewater  Drive 
Norfolk,  VA  23505 
804-480-6700 

211 

GAF 

1361  Alps  Road 
Wayne,  NJ  07470 
201-628-3000 

115 

Global  Petroleum 

800  South  Street 
Waltham,  MA  02254 
617-894-8800 

50 

Faulkner  Organization 

4437  Street  Road 
Trevose,  PA  19053 
215-364-3980 

322 

E&J  Gallo  Winery 

PO  Box  1130 
Modesto,  CA  95353 
209-579-3111 

188 

Golden  State  Foods 

18301  Von  Karman  Avenue,  Suite  1100 

Irvine,  CA  92612 

714-252-2000 

111 

Feld  Entertainment 

8607  Westwood  Center  Drive 
Vienna,  VA  22182 
703-448-4000 

318 

Galpin  Motors 

15505  Roscoe  Boulevard 
North  Hills,  CA  91343 
818-787-3800 

474 

Goldman  Sachs  Group 

85  Broad  Street 
NewYoFk,  NY  10004 
212-902-1000 

5 

Fidelity  Investments 

82  Devonshire  Street 
Boston,  MA  02109 
617-570-7000 

29 

General  Automotive 

2015  Washtenaw  Avenue 
Ann  Arbor,  Ml  48104 
313-994-8000 

494 

Golub 

501  Duanesburg  Road 
Schenectady,  NY  12306 
518-355-5000 

108 

The  main  table  starts  on  page  154.  For  those  firms  taken  private  since  1991,  we  show  the  year  of  the  transaction. 
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$350,000,000 
Revolving  Line  of  Credit 

f°r 

United  Companies 
Financial  Corporation's  Mortgage 
Lending  Subsidiaries 

The  undersigned  structured, 
arranged  and  acted  as  administrative 
and  syndication  agent 
for  this  transaction. 

First  Union  Capital  Markets  Corp. 


\ 


1 


N' 


Capital  Markets  Group 


©1996  First  Union  Corporation 
This  an^thunc^rnent  appears  as  a  matter  of  record  only. 
First  Union  Capital  Markets  C  orp.  is  a  wholly  owned 
Aj  ^i/bsyiiary  of  First  Union  Corporation. 


'''11  tP  COMPANIES 


Company 

Rank  1 



Company 

Rank  1 

Company 

Rank  1 

Goodman  Manufacturing 

1501  Seamist  Drive 
Houston,  TX  77008 
713-861-2500 

405 

GS  Industries  (1993) 

1901  Roxborough  Road,  Suite  200 

Charlotte,  NC  28211 

704-366-6901 

178 

Hearst 

959  Eighth  Avenue 
New  York,  NY  10019 
212-649-2000 

43 

GoodTlmes  Entertainment 

16  East  40th  Street 
New  York,  NY  10016 
212-951-3000 

406 

GSC  Enterprises 

PO  Box  638 

Sulphur  Springs;  TX  75483 
903-885-7621 

163 

Helmsley  Enterprises 

230  Park  Avenue 
New  York,  NY  10169 
212-679-3600 

76 

Gordon  Food  Service 

PO  Box  1787 

Grand  Rapids,  Ml  49501 
616-530-7000 

105 

Guardian  Industries 

2300  Harmon  Road 
Auburn  Hills,  Ml  48326 
810-340-1800 

78 

Hendrick  Automotive  Group 

PO  Box  18649 
Charlotte,  NC  28218 
704-568-5550 

53 

WL  Gore  &  Associates 

555  Paper  Mill  Road 
Newark,  DE  19711 
302-738-4880 

165 

Gulf  Oil 

90  Everett  Avenue 
Chelsea,  MA  02150 
617-889-9000 

71 

Hensel  Phelps  Construction 

420  Sixth  Avenue 
Greeley,  CO  80631 
970-352-6565 

266 

Gould  Paper 

315  Park  Avenue  South,  19th  Floo 
New  York,  NY  10010 
212-505-1000 

236 

r 

Gulf  States  Toyota 

PO  Box  40306 
Houston,  TX  77240 
713-744-3300 

89 

Hewitt  Associates 

100  Half  Day  Road 
Lincolnshire,  IL  60069 
847-295-5000 

357 

Goya  Foods 

100  Seaview  Drive 
Secaucus,  NJ  07096 
201-348-4900 

368 

H  Group  Holding 

200  West  Madison  Street,  39th  Floor 
Chicago,  IL  60606 
312-750-1234 

218 

Hitchcock  Automotive  Resources 

PO  Box  8610 

City  of  Industry,  CA  91748 
818-839-8400 

427 

Grant  Thornton 

801  Prudential  Plaza,  Suite  800 
Chicago,  IL  60601 
312-856-0200 

121 

Haggen 

PO  Box  9704 
Beilingham,  WA  98227 
360-733-8720 

489 

Hoffman  Construction 

PO  Box  1300 
Portland,  OR  97207 
503-221-8811 

185 

Graybar  Electric 

PO  Box  7231 

St  Louis,  MO  63177 

314-727-3900 

42 

Hale-Halsell 

PO  Box  582898 
Tulsa,  OK  74158 
918-835-4484 

274 

Holiday  Cos 

PO  Box  1224 
Minneapolis,  MN  55440 
612-830-8700 

128 

Great  Dane  Holdings 

2016  North  Pitcher  Street 
Kalamazoo,  Ml  49007 
616-343-6121 

119 

Hallmark  Cards 

2501  McGee,  PO  Box  419580 
Kansas  City,  MO  64141 
816-274-5111 

35 

Holman  Enterprises 

7411  Maple  Avenue 
Pennsauken,  NJ  08109 
609-663-5200 

92 

Great  Lakes  Cheese 

PO  Box  335 
Newbury,  OH  44065 
216-564-7181 

431 

Harris  Chemical  Group 

399  Park  Avenue,  32nd  Floor 
New  York,  NY  10022 
212-207-6400 

400 

Home  Interiors  &  Gifts 

4550  Spring  Valley  Road 
Dallas,  TX  75244 
972-386-1000 

425 

Grede  Foundries 

9898  West  Bluemond  Road 
Milwaukee,  Wl  53226 
414-257-3600 

442 

Hartz  Group 

667  Madison  Avenue 
New  York,  NY  10021 
212-308-3336 

346 

Homeland  Stores 

2601  Northwest  Expressway 
Oklahoma  City,  OK  73112 
405-879-6600 

314 

Green  Bay  Packaging 

1700  North  Webster  Court 
Green  Bay,  Wl  54302 
414-433-5111 

304 

Haworth 

One  Haworth  Center 
Holland,  Ml  49423 
616-393-3000 

144 

Honickman  Affiliates 

8275  Route  130 
Pennsauken,  NJ  08110 
609-665-6200 

189 

Greenwood  Mills 

PO  Box  1017 
Greenwood,  SC  29648 
804-229-2571 

345 

HE  Butt  Grocery 

646  South  Main  Avenue 
San  Antonio,  TX  78204 
210-246-8000 

23 

Horsehead  Industries 

110  East  59th  Street 
NewYoFk,  NY  10022 
212-527-3000 

372 

Grocers  Supply  Co 

PO  Box  14200 
Houston,  TX  77221 
713-747-5000 

137 

Bill  Heard  Enterprises 

P0  Box  6749 
Columbus,  GA  31907 
706-323-1111 

179 

Houchens  Industries 

PO  Box  90009 

Bowling  Green,  KY  42102 

502-843-3252 

499 

The  main  table  starts  on  page  154.  For  those  firms  taken  private  since  1991,  we  show  the  year  of  the  transaction. 
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B.YQ  rubber  ducky.  Arrivals  by  United! 


ow  First  and  Connoisseur  Class®  passenge 
refresh  with  a  nice  hot  shower  upon  landing.  And  enjoy  the  use  of  valet  services,  business  conveniences  and  other 

amenities.  Some  of  the  extras,  however,  are  up  to  you.  Arrivals  by  United?  Now  available  in  16  destinations 
throughout  Europe,  Asia  and  Latin  America,  and  8  locations  throughout  the  U.S.  Come  fly  our  friendly  skies. 


U\I 


KLINES 


*  Available  only  for  paid  and  Mileage  Plus®  award  travelers 


1>  COMPANIES 


Company 

Rank 

Hnwmpt 

210 

47S  ^tppmhnat  Rnari 

*+ i  J  .JltalMUUdl.  IwOU 

UICCllVVIL.il,  O  1  uuoou 

203-661-4600 

JM  Huhpr 
j iv(  nuuci 

Thnrnall  9trppt 

JJJ  IMUIIIdll  OUCCl 

Friknn  Nl  DRR1 R 

LUIoUII,  MJ  UOOIO 

908-549-8600 

Huber  Hunt  &  Nichols 

319 

P0  Box  128 

Indianapolis,  IN  46206 

317-241-6301 

Company 

Rank 

Incprra  ^iinprm/irUpt^ 
lllaciia  Ou(Jci  i rial 

407 

90  PiHop  RnaH 

L\J  TMUgC  l\UaU 

IVIdllWalt,  I1J  U/HJu 

201-529-5900 

International  Data  Group 

97 

One  Exeter  Plaza,  15th  Floor 

Boston,  MA  02116 

617-534-1200 

Intrepid 

352 

N14  W23833  Stone  Ridge  Drive,  Suite  250 
Waukesha,  Wl  53188 
414-523-3000 


Hughes  Family  Markets 

14005  Live  Oak  Avenue 
Irwindale,  CA  91706 
818-856-6580 


132 


IPC 

100  TriState  Drive,  Suite  200 
Lincolnshire,  IL  60069 
847-945-9100 


451 


Hunt  Consolidated/Hunt  Oil 

1445  Ross  at  Field,  Fountain  Place 
Dallas,  TX  75202 
214-978-8000 

336 

Irvine 

P0  Box  6370 

Newport  Beach,  CA  92658 
714-720-2000 

275 

Huntsman 

32 

Island  Lincoln-Mercury  Group 

271 

500  Huntsman  Way 

1850  East  Merritt  Island  Causeway 

Salt  Lake  City,  UT  84108 

Merritt  Island,  FL  32952 

801-532-5200 

407-452-9220 

Hy-Vee 

5820  Westown  Parkway 
West  Des  Moines,  IA  50266 
515-267-2800 


39 


J  Crew 

625  Avenue  of  the  Americas 
New  York,  NY  10011 
212-886-2500 


262 


lams 

7250  Poe  Avenue 
Dayton,  OH  45414 
513-898-7387 


459 


Jasper 

PO  Box  12404 
Birmingham,  AL  35202 
205-942-9100 


157 


ICC  Industries 

460  Park  Avenue 
New  York,  NY  10022 
212-521-1700 


166 


Jeld-Wen 

3250  Lakeport  Boulevard 
Klamath  Falls,  OR  97601 
541-882-3451 


225 


Icon  Health  &  Fitness 

1500  South  1000  West 
Logan,  UT  84321 
801-750-5000 


259 


Jitney  Jungle  Stores  of  America 

P0  Box  3409 
Jackson,  MS  39207 
601-965-8600 


143 


Company 

Rank 

SC  Johnson  &  Son 

34 

1525  Howe  Street 

Racine,  Wl  53403 

414-260-2000 

Fletcher  Jones  Management  Group  370 

175  East  Reno,  Suite  C-6 
Las  Vegas,  NV  89119 
702-739-9800 


Edward  D  Jones  &  Co 

201  Progress  Parkway 
Maryland  Heights,  M0  63043 
314-515-2000 


270 


Jordan  Group 

609  East  Jefferson  Boulevard 
Mishawaka,  IN  46545 
219-259-1981 


52 


Jordan  Industries 

1751  Lake  Cook  Road,  Suite  550 
Deerfield,  IL  60015 
847-945-5591 


401 


Earle  M  Jorgensen 

3050  East  Birch  Street 
Brea,  CA  92821 
714-579-8823 


172 


Journal  Communications 

PO  Box  661 
Milwaukee,  Wl  53201 
414-224-2000 


338 


JPS  Textile  Group  432 

555  North  Pleasantburg  Drive,  Suite  202 
Greenville,  SC  29607 
864-239-3900 


K&B 

K&B  Plaza,  Lee  Circle 
New  Orleans,  LA  70130 
504-586-1234 


341 


K-VA-T  Food  Stores 

PO  Box  769 
Grundy,  VA  24614 
540-935-4587 


308 


IMG 

One  Erieview  Plaza,  Suite  1300 
Cleveland,  OH  44114 
216-522-1200 

180 

JM  Family  Enterprises 

100  Northwest  12th  Avenue 
Deerfield  Beach,  FL  33442 
954-429-2000 

27 

Ben  E  Keith 

1805  Record  Crossing 
Dallas,  TX  75235 
214-634-1500 

349 

Inductotherm  Industries 

Ten  Indel  Avenue 
Rancocas,  NJ  08073 
609-267-9000 

291 

Jockey  International 

2300  60th  Street 
Kenosha,  Wl  53140 
414-658-8111 

470 

Keystone  Foods 

401  City  Avenue,  Suite  800 
Bala  Cynwyd,  PA  19004 
610-667-6700 

79 

Ingram  Industries 

4400  Harding  Road 
Nashville,  TN  37205 
615-298-8200 

7 

Johnson  &  Higgins 

125  Broad  Street 
New  York,  NY  10004 
212-574-7000 

161 

Keywell 

11900  South  Cottage  Grove  Avenue 
Chicago,  IL  60628 
312-660-2060 

392 

Inland  Group 

2901  Butterfield  Road 
Oak  Brook,  IL  60521 
630-218-8000 

354 

Johnson  Brothers  Wholesale  Liquor 

2285  University  Avenue  West 
St  Paul,  MN  55114 
612-646-5977 

408 

Peter  Kiewit  Sons' 

1000  Kiewit  Plaza 
Omaha,  NE  68131 
402-342-2052 

38 

The  mam  table  starts  on  page  154.  For  those  firms  taken  private  since  1991,  we  show  the  year  of  the  transaction. 
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Asset  Management 


300 


When  you  have  been  trusted  with 
that  kind  of  money,  you  have  to  perform 
better  than  others. 


AXA  ranks  as  the  third  largest  insurer  with 
$300  billion  in  assets  under  management. 
That's  more  than  600  times  the  amount  of 
just  20  years  ago.  Much  of  this  growth  has 
come  from  The  Equitable  -  our  U.S.  member 
-  whose  outstanding  investment  capabilities 
cover  almost  every  asset  category.  Also 
over  the  same  time,  AXA  has  multiplied  its 
revenues  1 80  times  and  its  total  net  income 
220  times.  Whether  working  for  our  clients, 
or  managing  our  own  operations,  performance 
is  AXAs  priority.  So  its  clear  we  mean  business 
when  we  say : 


Go  ahea 


you  can  rely  on  us 


INSURANCE  &  INVESTMEN 


O 

> 

u 
y 


WITH  OUR  U.S.  MEMBER, 


COMPANIES 


Company  f 

tank  1 

Company 

Rank  j 

Company 

Rank 

King  Kullen  Grocery 

1194  Prospect  Avenue 
Westbury,  NY  11590 
516-333-7100 

279 

Lefrak  Organization 

97-77  Queens  Boulevard 
Rego  Park,  NY  11374 
718-459-9021 

98 

Maidenform  Worldwide 

90  Park  Avenue 
New  York,  NY  10016 
212-856-8900 

498 

Kinray 

152-35  Tenth  Avenue 
Whitestone,  NY  11357 
718-767-1234 

327 

Lennox  International 

PO  Box  799900 
Dallas,  TX  75379 
972-497-5000 

81 

Marathon  Cheese 

PO  Box  185 
Marathon,  Wl  54448 
715-443-2211 

471 

Klaussner  Furniture  Group 

PO  Box  220 
Asheboro,  NC  27204 
910-625-6175 

273 

Leprino  Foods 

1830  West  38th  Avenue 
Denver,  CO  80211 
303-480-2600 

158 

Maritz 

1375  North  Highway  Drive 
Frenton,  MO  63099 
314-827-4000 

147 

Koch  Industries 

4111  East  37th  Street  North 
Wichita,  KS  67220 
316-828-5500 

2 

Levi  Strauss  &  Co 

1155  Battery  Street 
San  Francisco,  CA  94111 
415-544-6000 

16 

Mark  III  Industries 

PO  Box  1868 
Ocala,  FL  34478 
352-732-5878 

320 

Kohier 

444  Highland  Drive 
Kohier,  Wl  53044 
414-457-4441 

72 

Lewis  Homes  Management 

PO  Box  670 
Upland,  CA  91785 
909-985-0971 

403 

Marmon  Group 

225  West  Washington  Street 
Chicago,  IL  60606 
312-372-9500 

20 

Jim  Koons  Management 

2000  Chainbridge  Road 
Vienna,  VA  22182 
703-356-0400 

362 

Lincoln  Property 

500  North  Akard,  Suite  3300 
Dallas,  TX  75201 
214-740-3300 

148 

Maroone  Automotive  Group 

8600  Pines  Boulevard,  PO  Box  8480 
Pembroke  Pines,  FL  33024 
954-433-3303 

423 

Perry  H  Koplik  &  Sons 

505  Park  Avenue 
New  York,  NY  10022 
212-752-2288 

290 

Little  Caesar  Enterprises 

2211  Woodward  Avenue 
Detroit,  Ml  48201 
313-983-6000 

171 

Mars 

6885  Elm  Street 
McLean,  VA  22101 
703-821-4900 

6 

KPMG  Peat  Warwick 

65  East  55th  Street,  36th  Floor 
New  York,  NY  10022 
212-909-5000 

11 

Arthur  D  Little 

25  Acorn  Park 
Cambridge,  MA  02140 
617-498-5000 

397 

Mary  Kay  Cosmetics 

16251  North  Dallas  Parkway 
Dallas,  TX  75248 
214-687-6300 

201 

Krasdale  Foods 

65  West  Red  Oak  Lane 
White  Plains,  NY  10604 
914-694-6400 

460 

Phil  Long  Dealerships 

1212  Motor  City  Drive 
Colorado  Springs,  CO  80906 
719-575-7100 

453 

Mason 

2355  Harrodsburg  Road 
Lexington,  KY  40504 
606-223-2277 

435 

Kraus-Anderscn 

525  South  Eighth  Street 
Minneapolis,  MN  55404 
612-332-7281 

440 

Long  John  Silver's 

PO  Box  11988 
Lexington,  KY  40579 
606-388-6000 

311 

Don  Massey  Cadillac 

40475  Ann  Arbor  Road 
Plymouth,  Ml  48170 
313-453-7500 

247 

Landmark  Communciations 

150  West  Brambleton  Avenue 
Norfolk,  VA  23510 
804-446-2000 

409 

Longaberger 

95  Chestnut  Street,  PO  Box  73 
Dresden,  OH  43821 
614-754-5000 

497 

MBM 

PO  Box  800 

Rocky  Mount,  NC  27802 
919-985-7200 

84 

Lanoga 

PO  Box  97040 
Redmond,  WA  98073 
206-883-4125 

251 

Lupient  Automotive  Group 

750  Pennsylvania  Avenue 
Golden  Valley,  MN  55426 
612-544-6666 

284 

Sterling  McCall  Group 

9400  Southwest  Freeway 
Houston,  TX  77074 
713-270-3900 

484 

LaRoche  Industries 

1100  Johnson  Ferry  Road,  NE 
Atlanta,  GA  30342 
404-851-0300 

464 

Lykes  Bros 

PO  Box  1690 
Tampa,  FL  33601 
813-223-3981 

192 

McCarthy 

1341  North  Rock  Hill  Road 
St  Louis,  MO  63124 
314-968-3300 

240 

LDI 

251  North  Illinois  Street 
Indianapolis,  IN  46204 
317-237-2251 

358 

MacAndrews  &  Forbes  Holdings 

35  East  62rd  Street 
New  York,  NY  10021 
212-688-9000 

18 

McCombs  Enterprises 

9000  Tesoro  Drive,  Suite  122 
San  Antonio,  TX  78217 
210-821-6523 

151 

The  main  table  starts  on  page  154.  For  those  firms  taken  private  since  1991,  we  show  the  year  of  the  transaction. 
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Global  Private  Bankin 


T 


RULY  EXCEPTIONAL  SERVICE 


STARTS  WITH  CAREFUL  LISTENING 


Headquarters  of  Republic 
National  Hank  of  New  York 
(Suisse)  S.A.  in  Geneva. 


In  private  banking,  as  in  every  business, 
tbere  are  sbort  cuts. 

For  example,  it  may  make  sense  to  some 
banks  to  offer  "standardized"  service  tbat 
meets  tbe  needs  of  one  and  all.  More  or  less. 

At  Republic  we  prefer  to  custom-tailor  our 
services.  We  assvime  tbat  no  two  clients  are 
exactly  alike  -  and  careful  listening 
invariably  proves  us  rigbt. 
It  is  wby  your  Republic  Account  Officer 
makes  sure  to  obtain  a  precise  picture  of  your 
financial  goals,  time  frame,  risk  acceptance  and 
otber  key  factors.  He  keeps  tbese  constantly  in 
mind  as  be  looks  after  your  interests. 

So  year  after  year,  you  can  count  on  us 
for  tbe  exceptionally  complete,  timely  and 
personalized  service  tbat  makes  Republic  truly 
unique. 


World  Headquarters  of 
Republic  National  Sank  of 
New  York  in  New  York. 


Republic  National  Bank  of  New  York" 

Strength.  Security.  Service. 

New  York  •  Geneva  •  London  •  Beijing  •  Beirut  •  Beverly  Hills  ■  Buenos  Aires  •  Cayman  Islands  •  Copenhagen  •  Gibraltar 
Guernsey  •  Hong  Kong  •  Jakarta  •  Los  Angeles  •  Lugano  •  Luxembourg  •  Manila  •  Mexico  City  •  Miami  •  Milan  •  Monte  Carlo  •  Montevideo 
Montreal  ■  Moscow  ■  Nassau  ■  Paris  ■  Perth  •  Punta  del  Este  •  Rio  de  Janeiro  •  Santiago  •  Singapore  •  Sydney  •  Taipei  •  Tokyo  •  Toronto  •  Zurich 

c  Republic  National  Bank  of  New  York,  1  996 


COMPANIES 


Company 

Rank  1 

 _  ,  

Company  Rank 

Company 

Rank 

McCoy's  Building  Supply  Centers 

PO  Box  1028 

San  Marcos,  TX  78667 

512-353-5400 

469 

Metromedia 

One  Meadowlands  Plaza 
East  Rutherford,  NJ  07073 
201-531-8000 

73 

Moyer  Packing 

PO  Box  395 
Souderton,  PA  18964 
215-723-5555 

379 

McCrory 

667  Madison  Avenue,  12th  Floor 
New  York,  NY  10021 
212-735-9500 

332 

Micro  Electronics  280 

PO  Box  182323 
Columbus,  OH  43218 
614-850-3000 

MTD  Products 

PO  Box  368022 
Cleveland,  OH  44136 
330-225-2600 

305 

David  McDavid  Auto  Dealerships 

3600  West  Airport  Freeway 
Irving,  TX  75062 
214-790-6000 

404 

Mid-Atlantic  Cars 

10287  Lee  Highway 
Fairfax,  VA  22030 
703-352-5555 

65 

MTS 

2500  Del  Monte  Street 
West  Sacramento,  CA  95691 
916-373-2500 

186 

McJunkin 

PO  Box  513 

Charleston,  WV  25322 
304-348-5211 

293 

Larry  H  Miller  Group  ] 

5650  South  State  Street 
Murray,  UT  84107 
801-264-3100 

97 

Mullinax  Management 

PO  Box  280 
Amherst,  OH  44001 
216-984-2431 

359 

McKee  Foods 

PO  Box  750 

Collegedale,  TN  37315 
423-238-7111 

263 

Milliken  &  Co 

P0  Box  1926 
Spartanburg,  SC  29304 
864-503-2020 

40 

National  Car  Rental 

7700  France  Avenue  South 
Minneapolis,  MN  55435 
612-830-2121 

138 

McKinsey  &  Co 

55  East  52nd  Street 
New  York,  NY  10022 
212-446-7000 

74 

Minyard  Food  Stores  2 

PO  Box  518 
Coppell.TX  75019 
214-393-8700 

!13 

National  Distributing 

One  National  Drive  SW 
Atlanta,  GA  30336 
404-696-9440 

212 

McWane 

PO  Box  43327 
Birmingham,  AL  35243 
205-991-9888 

410 

Montgomery  Securities  437 

600  Montgomery  Street 
San  Francisco,  CA  94111 
415-627-2000 

National  Wine  &  Spirits 

PO  Box  1602 
Indianapolis,  IN  46206 
317-636-6092 

468 

MediaNews  Group 

1560  Broadway,  Suite  1450 
Denver,  CO  80202 
303-837-0886 

378 

Montgomery  Ward  &  Co 

535  West  Chicago  Avenue 
Chicago,  IL  60671 
312-467-2000 

14 

Nesco 

6140  Parkland  Boulevard 
Mayfield  Heights,  OH  44124 
216-461-6000 

181 

Medline  Industries 

One  Medline  Place 
Mundelein,  IL  60060 
847-949-5500 

364 

Montgomery  Watson  477 

300  North  Lake  Avenue,  Suite  1200 
Pasadena,  CA  91101 
818-796-9141 

Neuman  Distributors 

175  Railroad  Avenue 
Ridgefield,  NJ  07657 
201-941-2000 

125 

Meijer 

2929  Walker,  NW 
Grand  Rapids,  Ml  49544 
616-453-6711 

21 

Benjamin  Moore  &  Co  2 

51  Chestnut  Ridge  Road 
Montvale,  NJ  07645 
201-573-9600 

163 

Newark  Group 

20  Jackson  Drive 
Cranford,  NJ  07016 
908-276-4000 

281 

Menards 

4777  Menard  Drive 
Eau  Claire,  Wl  54703 
715-876-5911 

44 

Moorman  Manufacturing  191 

1000  North  30th  Street 
Quincy,  IL  62301 
217-222-7100 

Nibco 

1516  Middlebury  Street 
Elkhart,  IN  46515 
219-295-3000 

473 

Menasha 

PO  Box  367 
Neenah.WI  54957 
414-751-1000 

202 

Morris  Communications  <■ 

PO  Box  936 
Augusta,  GA  30903 
706-724-0851 

178 

Nobody  Beats  the  Wiz 

1300  Federal' Boulevard 
Carteret,  NJ  07008 
908-602-1900 

139 

Merit  Behavioral  Care 

One  Maynard  Drive 
Park  Ridge,  NJ  07656 
201-391-8700 

446 

Ed  Morse  Automotive  Group 

6363  NW  Sixth  Way,  Suite  400 
Fort  Lauderdale,  FL  33309 
954-351-0055 

88 

North  Pacific  Lumber 

PO  Box  3915 
Portlan.d,  OR  97208 
503-231-1166 

174 

Metallurg 

27  East  39th  Street 
New  York,  NY  10016 
212-686-4010 

333 

MA  Mortenson  244 

PO  Box  710 

Minneapolis,  MN  55440 
612-522-2100 

NW  Transport  Service 

717  17th  Street,  Suite  500 
Denver,  CO  80202 
303-312-8000 

393 
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If  500,000  new  members  doesn't  say  quality  health  care  to  you, 
perhaps  you  should  get  24,000  second  opinions. 


If  you  asked  Blue  Cross  about  health  care,  we'd  tell 
you  we  provide  the  best  coverage  in  the  business. 

But,  since  our  point  of  view  is  admittedly  biased, 
perhaps  you'd  appreciate  someone  else's. 

Like,  say  more  than  half-a-million  Californians. 

After  all,  in  the  past  four  years,  more  people  have  joined 
the  CaliforniaCare*  HMO  from  Blue  Cross  of  California 
than  any  other  health  plan.  Some,  because  it  delivers 
quality  coverage  at  an  affordable  price.  Others,  because 
Blue  Cross  has  been  a  trusted  name  for  nearly  60  years. 


But,  as  it  turns  out,  most  people  like  CaliforniaCare 
because  so  many  of  California's  finest  doctors  do  - 
24,000  in  total  -  all  of  whom  you'll  find  in  our  HMO 
provider  network. 

So  if  you're  looking  for  a  good  health  plan,  we  think 
you've  found  it.  And  there  are  plenty  of  Californians 
out  there  who  agree. 

For  more  on  California's  fastest  growing  HMO,  call 
your  broker  or  local 
Blue  Cross  sales  office. 


Blue  Cross  of  California 


Who  else? 


f  is  a  registered  mark  of  the  Blue  Cross  Association  and  Blue  Cross  of  California  is  an  independent  licensee  of  the  Blue  Cross  Association.  U'  is  a  registered  mark  of  WellPoint  Health  Networks  Inc.  Medical  Coverage  written  by  CalilorniaCare  Health  Plans.  €>  1996  WellPoint  Health  Networks  Inc. 
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Olan  Mills 

PO  Box  23456 
Chattanooga,  TN  37422 
423-622-5141 

323 

Parsons  &  Whittemore 

Four  International  Drive 
Rye  Brook,  NY  10573 
914-937-9009 

86 

Price  Waterhouse 

1177  Avenue  of  the  Americas 
New  York,  NY  10036 
212-819-5000 

26 

OmniSource 

1610  North  Calhoun  Street 
Fort  Wayne,  IN  46808 
219-422-5541 

373 

Parsons  Brinckerhoff 

One  Penn  Plaza,  2nd  Floor 
New  York,  NY  10119 
212-465-5000 

385 

PrimeSource 

1800  John  Connally  Drive 
Carrollton,  TX  75006 
214-417-3748 

466 

Oppenheimer  Group 

Oppenheimer  Tower,  World  Financial  Center 

New  York,  NY  10281 

212-667-7000 

198 

Parsons  Corp 

100  West  Walnut  Street 
Pasadena,  CA  91124 
818-440-2000 

100 

Printpack 

4335  Wendell  Drive  SW 
Atlanta,  GA  30336 
404-691-5830 

355 

Ormet 

1233  Main  Street,  Suite  4000 
Wheeling,  WV  26003 
304-234-3900 

193 

Pathmark  Stores 

301  Blair  Road 
Woodbridge,  NJ  07095 
908-499-3000 

31 

Progressive  Tool  &  Industries 

2100  Telegraph  Road 
Southfield,  Ml  48034 
810-353-8888 

436 

Ourisman  Automotive  Enterprises 

4400  Branch  Avenue 
Marlow  Heights,  MO  20748 
301-423-4028 

394 

PC  Richard  &  Son 

150  Price  Parkway 
Farmingdale,  NY  11735 
516-843-4300 

462 

Prospect  Motors 

PO  Box  1360 
Jackson,  CA  95642 
209-223-1740 

150 

Oxbow 

1601  Forum  Place 

West  Palm  Beach,  FL  33401 

407-697-4300 

490 

Peerless  Importers 

16  Bridgewater  Street 
Brooklyn,  NY  11222 
718-383-5500 

309 

Publix  Super  Markets 

PO  Box  407 
Lakeland,  FL  33802 
941-688-1188 

9 

Pacific  Coast  Building  Products 

PO  Box  160488 
Sacramento,  CA  95816 
916-444-9304 

461 

Penske 

13400  Outer  Drive  West 
Detroit,  Ml  48239 
313-592-5000 

47 

Purina  Mills  (1993) 
P0  Box  66812 
St  Louis,  MO  63166 
314-768-4100 

170 

Pacific  Holding 

10900  Wilshire  Boulevard,  16th  Floor 
Los  Angeles,  CA  90024 
310-208-6055 

390 

Pepper  Cos 

643  North  Orleans  Street 
Chicago,  IL  60610 
312-266-4703 

482 

Purity  Wholesale  Grocers 

6413  Congress  Avenue,  Suite  250 
Boca  Raton,  FL  33487 
407-994-9360 

282 

Pacifico  Group 

6701  Essington  Avenue 
Philadelphia,  PA  19153 
215-492-1700 

496 

Perdue  Farms 

PO  Box  1537 
Salisbury,  MD  21802 
410-543-3000 

62 

Quad/Graphics 

Duplainville  Road 
Pewaukee,  Wl  53072 
414-246-9200 

182 

Packard  Bell  NEC 

One  Packard  Bell  Way 
Sacramento,  CA  95828 
916-388-0101 

12 

Pilot 

PO  Box  10146 
Knoxville.TN  37939 
423-588-7488 

131 

Quality  King  Distributors 

2060  Ninth  Avenue 
Ronkonkoma,  NY  11779 
516-737-5555 

195 

Packerland  Packing  (1995) 
PO  Box  23000 
Green  Bay,  Wl  54305 
414-468-4000 

307 

PMC/SLIC 

PO  Box  1367 

Sun  Valley,  CA  91353 

818-896-1101 

187 

Queen  Carpet 

P0  Box  1527 
Dalton,  GA  30722 
706-277-1900 

269 

RB  Pamplin 

900  SW  Fifth  Avenue,  Suite  1800 
Portland,  OR  97204 
503-248-1133 

239 

PNY  Electronics 

200  Andersen  Avenue 
Moonachie,  NJ  07074 
201-438-6300 

411 

QuikTrip 

PO  Box  3475 
Tulsa,  OK  74101 
918-836-8551 

103 

Charles  Pankow  Builders 

2476  North  Lake  Avenue 
Altadena,  CA  91001 
213-684-2320 

301 

Polo  Ralph  Lauren 

650  Madison  Avenue 
New  York,  NY  10022 
212-318-7000 

206 

Quill 

100  Schelter  Road 
Lincolnshire,  IL  60069 
800-789-1331 

416 

Parisian 

750  Lakeshore  Parkway 
Birmingham,  AL  35211 
205-940-4000 

296 

Potamkin  Cos 

4675  SW  74th  Street 
Miami,  FL  33143 
305-665-9600 

120 

RaceTrac  Petroleum 

PO  Box  105035 
Atlanta,  GA  30348 
770-431-7600 

168 
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Sometimes  choosing  the  right  tire 
takes  too  much  time  and  effort  ... 


isit  the  Dunlop 
http://www.dunioptire.com 

Or  for  your  nearest  Dunlop  Dealer, 
look  in  the  Yellow  Pages  or  call  1-800-548-4714. 
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Company 

Rank  1 

Company  Rani 

1 

Company 

Rank 

Raley's 

500  West  Capitol  Avenue 
West  Sacramento,  CA  95605 
916-373-3333 

69 

Riverwood  International  (1996)  114 
3350  Cumberland  Circle,  Suite  1400 
Atlanta,  GA  30339 
770-644-3000 

Save  Mart  Supermarkets 

PO  Box  4278 
Modesto,  CA  95352 
209-577-1600 

146 

Ralphs  Grocery 

1100  West  Artesia  Boulevard 
Compton,  CA  92020 
310-884-9000 

28 

CH  Robinson  93 

8100  Mitchell  Road,  Suite  200 
Eden  Prairie,  MN  55344 
612-937-8500 

Schneider  National 

PO  Box  2545 

Green  Bay,  Wl  54306 

414-592-5100 

82 

Rand  McNally 

8255  North  Central  Park  Avenue 
Skokie,  IL  60076 
847-329-8100 

430 

Rocco  412 

P0  Box  549 

Harrisonburg,  VA  22801 
540-568-1400 

Schnuck  Markets 

11420  Lackland  Road 
St  Louis,  MO  63146 
314-994-9900 

94 

Randall  Stores 

PO  Box  1200 
Mitchell,  SD  57301 
605-996-7511 

463 

Roll  International  12: 

11444  West  Olympic  Boulevard,  10th  floor 
Los  Angeles,  CA  90064 
310-442-5700 

Schottenstein  Stores 

1800  Moler  Road 
Columbus,  OH  43207 
614-221-9200 

129 

Randall's  Food  Markets 

3663  Briar  Park 
Houston,  TX  77042 
713-268-3500 

49 

Rooney  Brothers  413 

111  West  Fifth  Street,  Suite  1000 
Tulsa,  OK  74103 
918-583-6900 

Schreiber  Foods 

PO  Box  19010 
Green  Bay,  Wl  54307 
414-437-7601 

112 

Rayovac 

PO  Box  44960 
Madison,  Wl  53744 
608-275-3340 

330 

Roseburg  Forest  Products  226 

P0  Box  1088 
Roseburg,  OR  97470 
541-679-3311 

Les  Schwab  Tire  Centers 

PO  Box  667 
Prineville,  OR  97754 
541-447-4136 

395 

Red  Apple  Group 

823  Eleventh  Avenue 
New  York,  NY  10019 
212-580-6805 

57 

Rosen's  Diversified  414 

1120  Lake  Avenue 
Fairmont,  MN  56031 
507-238-4201 

Schwan's  Sales  Enterprises 

115  West  College  Drive 
Marshall,  MN  56258 
507-532-3274 

51 

Reltec  (1995) 

5875  Landerbrook  Drive,  Suite  250 
Cleveland,  OH  44124 
216-460-3600 

398 

Rosenthal  Cos  228 

1550  Wilson  Boulevard,  Suite  700 
Arlington,  VA  22209 
703-522-2300 

1 

Schwegmann  Giant  Super  Markets 

PO  Box  26099 

New  Orleans,  LA  70186 

504-947-9921 

252 

Renco  Group 

30  Rockefeller  Plaza 
New  York,  NY  10112 
212-541-6000 

75 

S&P  Co  374 

100  Shoreline  Highway,  Bldg  B,  Suite  395 

Mill  Valley,  CA  94941 

415-332-0550 

Science  Applications  International 

10260  Campus  Point  Drive 
San  Diego,  CA  92121 
619-546-6000 

56 

Restaurant  Co 

One  Pierce  Place,  Suite  100E 
Itasca,  IL  60143 
708-250-0471 

209 

Sammons  Enterprises  116 

300  Crescent  Court,  Suite  700 
Dallas,  TX  75201 
214-855-2800 

Scoular 

2027  Dodge  Street 
Omaha,  NE  68102 
402-342-3500 

67 

Ricart  Automotive 

PO  Box  27130 
Columbus,  OH  43227 
614-836-6265 

343 

Sansone  Auto  Network  375 

100  Route  One 
Avenel,  NJ  07001 
908-815-0500 

Sealy 

1228  Euclid  Avenue,  10th  Floor 
Cleveland,  OH  44115 
216-522-1310 

300 

Rich  Products 

i  1 50  Niagara  Street 
Buffalo,  NY  14213 
716-878-8000 

159 

Santa  Monica  Ford  353 

1230  Santa  Monica  Boulevard 
Santa  Monica,  CA  90404 
310-451-1588 

1 

Services  Group  of  America 

4025  Delridge  Way  SW,  Suite  500 
Seattle,  WA  98106 
206-933-5225 

140 

Rickel  Home  Centers 

200  Helen  Street 

South  Plainfield,  NJ  07080 

908-668-7000 

381 

SAS  Institute  366 

SAS  Campus  Drive 
Cary,  NC  27513 
919-677-8000 

Shamrock  Foods 

2228  North  Black  Canyon  Highway 
Phoenix,  AZ  85009 
602-272-6721 

232 

Ris  Paper 

7300  Turfway  Road,  Suite  540 
Florence,  KY  41042 
606-746-8700 

420 

Sauder  Woodworking  435 

502  Middle  Street 
Archbold,  OH  43502 
419-446-2711 

1 

Shapell  Industries 

8383  Wilshire  Boulevard,  Suite  700 
Beverly  Hills,  CA  90211 
213-655-7330 

500 
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Sheeny  Automotive 

12450  Fair  Lakes  Circle,  Suite  380 
Fairfax,  VA  22033 
703-802-3480 

339 

Southern  Wine  &  Spirits 

1600  NW  163rd  Street 
Miami,  FL  33169 
305-625-4171 

60 

Sverdrup 

13723  Riverport  Drive 
Maryland  Heights,  MO  63043 
314-436-7600 

321 

Sheetz 

5700  Sixth  Avenue 
Altoona,  PA  16602 
814-946-3611 

253 

Southwire 

PO  Box  1000 
Carrollton,  GA  30119 
770-832-4242 

70 

Sweetheart  Holdings 

10100  Reisterstown  Road 
Owings  Mills,  MD  21117 
410-363-1111 

207 

Sherwood  Food  Distributors 

18615  Sherwood  Avenue 
Detroit,  Ml  48234 
313-366-3100 

257 

Spalding  &  Evenflo  (1995) 

PO  Box  30101 
Tampa,  FL  33630 
813-204-5200 

285 

Swinerton 

580  California  Street 
San  Francisco,  CA  94104 
415-421-2980 

495 

Shorenstein 

555  California  Street,  Suite  4900 
San  Francisco,  CA  94104 
415-772-7000 

380 

Specialty  Foods  (1993) 
9399  West  Higgins  Road,  Suite  800 
Rosemond,  IL  60018 
847-685-1000 

66 

Swope  Automotive  Group 

10  Swope  Auto  Center 
Louisville,  KY  40299 
502-499-5000 

492 

Sierra  Pacific  Industries 

PO  Box  496028 
Redding,  CA  96049 
916-378-8000 

196 

Specialty  Retailers 

10201  Main  Street 
Houston,  TX  77025 
713-667-5601 

288 

TAD  Resources  International 

639  Massachusetts  Avenue 
Cambridge,  MA  02139 
617-868-1650 

141 

Silgan 

Four  Landmark  Square,  Suite  400 
Stamford,  CT  06901 
203-975-7110 

153 

Stater  Bros  Markets 

21700  Barton  Road 
Colton,  CA  92324 
909-783-5100 

80 

Tang  Industries 

3773  Howard  Hughes  Parkway 
Las  Vegas,  NV  89109 
702-734-3700 

118 

Simmons 

One  Concourse  Parkway,  Suite  600 
Atlanta,  GA  30328 
770-512-7700 

421 

Steelcase 

PO  Box  1967 

Grand  Rapids,  Ml  49501 

616-247-2710 

46 

Tasha 

43285  Auto  Mall  Circle 
Fremont,  CA  94538 
510-252-5050 

387 

JR  Simplot 

PO  Box  27 
Boise,  ID  83707 
208-336-2110 

45 

Steiner 

505  East  South  Temple 
Salt  Lake  City,  UT  84102 
801-328-8831 

347 

Taylor 

1725  Roe  Crest  Drive 
North  Mankato,  MN  56003 
507-625-2828 

258 

Simpson  Investment 

1201  Third  Avenue,  Suite  4900 
Seattle,  WA  98101 
206-224-5000 

85 

Stevedoring  Services  of  America 

3415  Eleventh  Avenue  SW 
Seattle,  WA  98134 
206-623-0304 

283 

Technical  Aid 

109  Oak  Street 
Newton,  MA  02164 
617-969-5100 

361 

Sinclair  Oil 

PO  Box  30825 

Salt  Lake  City,  UT  84130 

801-524-2700 

107 

Stroh  Brewery 

100  River  Place 
Detroit,  Ml  48207 
313-446-2000 

113 

Texas  Petrochemicals 

8707  Katy  Freeway,  Suite  300 
Houston,  TX  77024 
713-477-9211 

449 

Six  Flags 

400  Interpace  Parkway,  Building  C 
Parsippany,  NJ  07054 
201-402-8100 

315 

Sullivan  Communications 

100  Winners  Circle 
Brentwood,  TN  37027 
615-377-0377 

386 

Charlie  Thomas  Dealerships 

PO  Box  34566 
Houston,  TX  77234 
713-948-5700 

245 

Skadden,  Arps,  Slate,  Meagher  &  Flom  310 

919  Third  Avenue 
New  York,  NY  10022 
212-735-3000 

Sunbelt  Beverage 

2330  West  Joppa  Road 
Lutherville,  MD  21093 
410-832-7740 

294 

TIC 

PO  Box  774848 

Steamboat  Springs,  CO  80477 
970-879-2561 

447 

Southern  California  Auto  Group 

3233  Pacific  Coast  Highway 
Torrance,  CA  90505 
310-370-7401 

428 

Sundt 

4101  East  Irvington  Road 
Tucson,  AZ  85714 
520-748-7555 

491 

Tishman  Realty  &  Construction 

666  Fifth  Avenue 
New  York,  NY  10103 
212-399-3600 

348 

Southern  Foods  Group 

PO  Box  279000 
Dallas,  TX  75227 
214-824-8163 

485 

Sutherland  Lumber 

4000  Main  Street 
Kansas  City,  MO  64111 
816-756-3000 

199 

Titan  Industrial 

555  Madison  Avenue,  10th  Floor 
New  York,  NY  10022 
212-421-6700 

480 
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TLC  Beatrice  International  Holdings 

Nine  West  57th  Street,  39th  Floor 
New  York,  NY  10019 
212-756-8900 

63 

Ukrop's  Super  Markets 

600  Southlake  Boulevard 
Richmond,  VA  23236 
804-794-2401 

426 

Webb  Automotive  Group 

18700  Studebaker  Road 
Cerritos,  CA  90703 
310-860-6561 

467 

Topa  Equities 

1300  Avenue  of  the  Stars,  Suite  1400 
Los  Angeles,  CA  90067 
310-203-9199 

298 

UniGroup 

One  United  Drive 
Fenton,  MO  63026 
314-326-3100 

104 

Wegmans  Food  Markets 

PO  Box  844 
Rochester,  NY  14692 
716-328-2550 

59 

Toresco  Enterprises 

170  Route  22  East 
Springfield,  NJ  07081 
201-467-2900 

479 

United  Co 

PO  Box  1280 
Bristol,  VA  24203 
540-466-3322 

472 

Wesco  Distribution  (1994) 
Four  Station  Square 
Pittsburgh,  PA  15219 
412-454-2200 

54 

Towers  Perrin 

335  Madison  Avenue 
Mew  York,  NY  10017 
212-309-3400 

220 

United  Parcel  Service 

55  Glenlake  Parkway  NE 
Atlanta,  GA  30328 
404-828-6000 

3 

Westfield  Cos 

PO  Box  5001 

Westfield  Center,  OH  44251 
330-887-0101 

222 

Townsend's 

PO  Box  468 
Millsboro,  DE  19966 
302-934-9221 

376 

VT 

8500  Shawnee  Mission  Pky,  Suite  200 
Merriam,  KS  66202 
913-432-6400 

77 

Wherehouse  Entertainment 

19701  Hamilton  Avenue 
Torrance,  CA  90502 
310-538-2314 

476 

Trace  International  Holdings 

375  Park  Avenue 
New  York,  NY  10152 
212-230-0400 

41 

Walbridge,  Aldinger 

613  Abbott  Street 
Detroit,  Ml  48226 
313-963-8000 

297 

Whiting-Turner  Contracting 

300  East  Joppa  Road 
Towson,  MD  21286 
410-821-1100 

265 

Transammonia 

350  Park  Avenue 
New  York,  NY  10022 
212-223-3200 

48 

Walsh  Group 

929  West  Adams  Street 
Chicago,  IL  60607 
312-563-5400 

369 

Wickland 

PO  Box  13648 
Sacramento,  CA  95853 
916-978-2500 

227 

Transnational  Motors 

PO  Box  2008 

Grand  Rapids,  Ml  49501 

616-949-7570 

356 

Waremart 

PO  Box  5756 
Boise,  ID  83705 
208-377-0110 

295 

Wilbur-Ellis 

320  California  Street 
San  Francisco,  CA  94104 
415-772-4000 

217 

TRT  Holdings 

500  North  Water  Street,  Suite  1100  North 
Corpus  Christi,  TX  78471 
512-884-1831 

183 

Warren  Equities 

375  Park  Avenue,  Suite  2502 
New  York,  NY  10152 
212-751-8100 

242 

Williamson-Dickie  Manufacturing 

PO  Box  1779 

Fort  Worth,  TX  76101 

817-336-7201 

424 

TTC  Illinois 

50  Meadowview  Center 
Kankakee,  IL  60901 
815-935-8100 

329 

Washington  Cos 

PO  Box  8182 
Missoula,  MT  59807 
406-523-1300 

316 

Wirtz 

680  North  Lakeshore  Drive 
Chicago,  IL  60611 
312-943-7000 

342 

Tube  City 

12  Monongahela  Avenue 
Glassport,  PA  15045 
412-678-6141 

415 

Watkins  Associated  Industries 

PO  Box  1738 
Atlanta,  GA  30301 
404-872-3841 

360 

WWF  Paper 

Two  Bala  Plaza 

Bala  Cynwyd,  PA  19004 

610-667-9210 

208 

Turner  Industries 

8687  United  Plaza  Boulevard 
Baton  Rouge,  LA  70809 
504-922-5050 

422 

Watson  Wyatt  Worldwide 

6707  Democrary  Boulevard,  Suite  800 
Bethesda,  MD  20827 
301-581-4600 

419 

Young  &  Rubicam 

285  Madison  Avenue 
New  York,  NY  10017 
212-210-3000 

142 

Tuttle-Click  Automotive  Group 

14  Auto  Center  Drive 
Irvine,  CA  92718 
714-830-7122 

344 

Wawa 

260  Baltimore  Pike 
Wawa,  PA  19063 
610-358-8000 

205 

Young's  Market 

2164  North  Batavia  Street 
Orange,  CA  92865 
714-283-4933 

184 

UIS 

15  Exchange  Place 
Jersey  City,  NJ  07302 
201-946-2600 

216 

HB  Zachry 

PO  Box  21130 

San  Antonio,  TX  78221 

210-922-1213 

246 

rhe  main  table  starts  on  page  154.  For  those  firms  taken  private  since  1991,  we  show  the  year  of  the  transaction. 
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SOME  SEE  SENIOR  CITIZENS.  WE  SEE  A  BOOM  IN  CONDO  CONSTRUCTION, 
NEW  BUSINESS  START-UPS  AND  INCREASED  DEMAND  FOR  THE  GOLF  CHANNEL. 


The  demographics  in  many  parts  of  the  world  are 
hanging  rapidly.  And  along  with  those  changes  come  un- 
xpected  risks  and  opportunities  for  all  kinds  of  industries. 

Fortunately  AIG  is  a  business  partner  with  expertise 
n  managing  total  marketplace  risk. 

We  specialize  in  designing  the  kinds  of  custom  cover- 
ges  that  corporations  must  have  to  cope  successfully  with 
merging  conditions.  Whether  your  company  is  actively 
neeting  the  demands  of  aging  baby  boomers  or  is  a  business 


likely  to  be  afrected  by  shifts  in  population,  AIG  has  the 
insurance  and  financial  services  you'll  need.  Services  like 
contractors'  liability  insurance,  asset  management  and  even 
satellite  interruption  coverage. 

And  we've  got  the  top  financial  ratings  to  back  us  up. 
So  when  you're  ready  to  deal  with  change,  we' 
be  willing  and  able. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group.  Inc.,  Dept.  A.  70  Pine  Street,  New  York,  NY  10270 


AIG 
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Nielsen  dominates  the  business  of  television 
ratings.  It  wants  to  do  the  same  for  the  Internet. 

Ratings  game 


By  Damon  Darlin 

Earlier  this  year  Alan  Segal, 
a  creative  director  at  ad  agency 
Saatchi  &  Saatchi,  wanted  to 
know  how  much  business  his 
client,  Toyota,  was  getting  off 
its  Web  site.  The  Web  site 
reported  7,000  "page  views," 
which  meant  Toyota's  cost  of 
running  advertising  was  19 
cents  per  view.  That  seemed 
too  high  to  Segal,  so  he  com- 
plained to  the  site. 

The  next  month,  the 
number  of  reported  "views" 
miraculously  doubled,  basical- 
ly halving  Segal's  per-viewer 
ad  costs.  "We  decided  we 
needed  a  third  party  tracking 
viewers,"  he  says. 

Only  900  Web  sites  (out  of 
400,000  total)  carry  advertis- 
ing, and  they're  chasing  $300 
million  worth — small  change 
when  compared  to  the  more  HH 
than  $45  billion  spent  last 
year  on  television  ads.  But  in  the  next 
four  years,  ad  spending  on  the  net 
could  mushroom  to  $5  billion. 

Standing  in  the  way  of  that  growth 
has  been  the  lack  of  a  credible  way  to 
measure  what  advertisers  are  getting. 

Cost  per  thousand  views  ranges 
from  about  $9  to  over  $150.  Some 
of  that  variation  is  due  to  different 
demographics — some  Web  sites  cater 
to  specific  high-income  groups  while 
others  seek  out  broader  audiences. 
But  much  of  the  cost-per-thousand 
gap  is  due  to  sheer  confusion:  How 
can  you  reliably  measure  how  many 
people  notice  your  message?  Interna- 
tional Business  Machines  and  Procter 
&  Gamble,  two  of  the  world's 
biggest  advertisers,  say  they  won't 
advertise  on  any  site  that  isn't  audit- 
ed by  a  third  party. 

Such  auditing  is  thus  the  next  logi- 
cal step  in  the  evolution  of  the  new 
advertising  vehicle.  The  traditional 
advertising  media  already  have  such  a 
service.  In  radio,  it's  Arbitron.  Maga- 


Paul  Grand,  NetCount's  founder  and  chairman 
Moving  from  creating  Web  sites  to  measuring  them. 


zines  and  newspapers  have  the  Audit 
Bureau  of  Circulations.  TV  utilizes  rat- 
ings provided  by  Nielsen  Media 
Research,  whose  parent  company  last 
year  raked  in  revenues  of  $1.5  billion. 

Who  will  provide  the  Nielsen  rat- 
ings of  the  Net?  Not  surprisingly, 
Nielsen  wants  to.  Last  year  it  bought 
an  estimated  10%  stake  in  a  San  Fran- 
cisco, Calif,  outfit  called  Internet  Pro- 
files or  I/Pro,  which  polls  the  most 
popular  Web  sites  and  tallies  the  sites' 
raw  data  of  views  every  month. 

The  Nielsen  name  gave  I/Pro 
instant  credibility,  which  translated 
into  market  share.  It  now  measures 
viewing  activity  on  close  to  85%  of  the 
most-visited  sites.  Among  its  clients 
are  sites  such  as  Netscape  and  search 
engines  Yahoo  and  Infoseek. 

But  the  contest  isn't  over.  I/Pro 
relies  on  the  sites  themselves  to  pro- 
vide the  raw  data.  So  it  is  not  really  a 
third -party  reporter.  It  is  very  easy  to 
fake  hits  on  the  Web.  Any  Web  oper- 
ator, for  instance,  can  easily  rig  up  a 


robot  program  to  visit  the  site  from 
elsewhere  on  the  Web,  generating 
thousands  of  fictitious  hits.  Critics  say 
I/Pro  may  be  a  third  party,  but  its  tal- 
lies aren't  necessarily  any  more  reli- 
able. "A  lot  of  people  are  looking  for 
a  better  mousetrap,"  says  Fred  Axel- 
rod,  an  analyst  with  Western  Media, 
North  America's  largest  media  buying 
organization. 

The  better  mousetrap  may 
be  NetCount,  founded  by  29- 
year-old  Paul  Grand  and  run 
out  of  a  basement  at  the 
grungy  corner  of  Hollywood 
and  Vine  in  Los  Angeles. 

Grand  was  designing  Web 
sites  for  Hollywood  studios, 
but  his  struggle  for  reluctant 
advertising  dollars  convinced 
him  that  the  real  opportunity 
lay  in  measuring  the  number 
of  people  hitting  his  sites.  So 
he  developed  software  that 
could  be  installed  onto  Web 
sites  to  count  views  indepen- 
dently of  the  operator. 

Grand's  software  monitors 
all  the  activity  on  the  Web  site 
and  relays  it  back  to  high- 
powered  computers  in  Net- 
Count's  offices.  So  there  is  no 
opportunity  to  fudge  num- 
bers, and  NetCount  gets  a 
head  start  on  processing  the 
data.  Netcount  distributes  its  ratings 
to  clients  daily  via  computer,  instead 
of  monthly  by  mail  as  I/Pro  does.'T 
know  I/Pro  has  a  lead,  but  I  also 
know  it's  surmountable,"  says  Grand. 

NetCount  will  do  more  than  just 
log  viewers.  Grand  plans  a  service 
that  provides  demographic  data  on 
the  viewers  behind  the  hits.  It  learns 
what  sites  the  viewer  has  been  to  and 
where  he  goes  from  there. 

"I'm  astounded  at  the  amount  of 
information  we  are  gathering,"  says 
Saatchi's  Segal,  who  says  NetCount 
picked  out  particularly  high  viewer- 
ship  on  the  Toyota  site  through 
America  Online.  Toyota  is  now  devel- 
oping ways  to  reach  those  users. 
Grand  has  also  signed  clients  like 
Lycos  and  MSNBC. 

For  its  part,  I/Pro  mocks  Net- 
Count.  "It's  like  Apple  saying  it  has 
targeted  Intel,"  says  Mark  Ashida, 
I/Pro's  chief  executive.  Maybe,  but 
remember  what  the  Bible  saith  about 
pride  going  before  a  fall.  WB 
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At  work  in  almost  every  corner  of  the  world 
there's  an  engineering  company  called  Siebe. 
Our  comfort  controls  give  millions  of  people 
a  warm  glow  even  in  the  remotest  of  places. 


Beyond  the  home  our  innovations  stretch  from 
refineries  to  respirators  and  from  appliance 
controls  to  air  compressors.  And  we're  always 
in  the  most  important  place  of  all. The  lead. 


SIEBE  THE  ENGINEER.  HERE,  THERE  AND  EVERYWHERE. 

Siebe  pic,  Saxon  House,  2-4  Victoria  Street, Windsor.  Berkshire  SL4  I  EN,  England.  Tel.  +44  1753  85541 1 .  Siebe  Inc,  33  Commercial  Street  Foxboro,  MA  02035  USA,  Tel.  l-888-FOXBORO. 
For  information  regarding  the  ADR  Program  call  Bankers  Trust  Company  as  Depositary  on  1-800-735-7777 


PEOPLE  OH  THE  FAST  TRACK 


tUIItU  BY  NHNUT  KUItNltn 


Designing 
man 


Mondo's 
Ben  Greszes 
"As  long  as  the 
board  of  directors 
is  an  intelligent 
group,  I'm  very 
convincing." 


Ben  Greszes,  chief  execu- 
tive of  $50  million  (sales) 
men's  sportswear  maker 
Mondo,  Inc.,  considers 
himself  something  of  a 
control  freak,  reviewing 
every  fax  that  comes 
through  his  Manhattan 
office  and  personally  chat- 
ting up  department  store 
salespeople  as  to  how  his 
line  is  selling. 

That  trait  was  a  huge 
asset  when  his  longtime 
partner  and  head  designer, 
Marco  Wachter,  died  sud- 
denly of  a  heart  attack  last 
year  at  59.  Greszes,  48, 
moved  quickly  to  person- 
ally reassure  every  major 
customer — retailers  like 
Saks,  Macy's  and  Bloom- 
ingdale's — that  Mondo 
wouldn't  be  crippled. 

There  was  little  need  to 
worry.  Five  of  Wachter' s 


key  design  assistants  have 
picked  up  the  work,  and 
the  company's  very  suc- 
cessful niche  of  selling 
sophisticated  Italian-made 
sportswear  for  50%  less 
than  Armani  seems  secure. 
Sales  are  expected  to 
increase  16%  this  year. 

So  confident  is  Cuban- 
born  Greszes — who  start- 
ed in  the  rag  trade  by 
opening  an  Army/Navy 
store  in  the  Bronx  after 
college — that  he  plans  to 
launch  a  women's  line  in 
the  next  two  years.  He's 
also  considering  an  IPO  of 
up  to  25%  of  the  company 
to  fund  it. 

Can  the  control  freak 
answer  to  shareholders? 
Says  he:  "As  long  as  the 
board  of  directors  is  an 
intelligent  group,  I'm  very 
convincing." 


Encore 

If  Jeremy  Pearce  has  his  say,  the  second 
time  around  is  going  to  be  a  lot  faster  for 
Virgin  Group's  new  music  effort.  After  sell- 
ing Virgin  Records  to  EMI  in  1992  for  $1 
billion,  Richard  Branson  stayed  on  the  side- 
lines until  April,  when  he  hired  Pearce  to  run 
his  startup  label,  London-based  V2. 

Pearce,  48,  a  former  lawyer,  previously  did 
stints  on  the  business  staffs  of  die  United 
Artists,  CBS  and  Sony  labels.  Now,  with  fund- 
ing of  at  least  $150  million  from  Virgin 
Group,  banks,  distribution  firms  and  private 
investors,  he's  already  opened  offices  in  the 
U.S.,  France,  Germany,  the  Benelux  region, 
Scandinavia  and  the  U.K. 

In  1997:  Japan,  the  Middle  East,  Aus- 
tralia, Spain  and  Italy  Aid  Pearce  is  furiously 
signing  independent  labels  and  bands  to 
release  up  to  20  albums  next  year.  He  says: 
"We're  doing  immediately  what  it  took 
Branson  15  years  to  do  last  time." 


Jeremy  Pearce  of  V2 

Conducting  Richard  Branson's  new  label. 


A  real  lifesaver 

To  RESCUE  its  slumping  LifeSavers  subsidiary 
two  years  ago,  Nabisco  turned  to  its 
head  of  new  business  develop- 
ment, who  had  created  a  $2.5 
billion  sales  juggernaut  for  the 
parent  company  by  introducing 
products  like  Teddy  Gra- 
hams and  SnackWell's 
in  the  late  1980s 
and  early  1990s. 

Sharon 
Ford  ham 
Sugar-coating 
the  numbers. 
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Sharon  Fordham,  44,  is  already  off  to  a 
promising  start:  a  40%  pop  in  advertising 
spending.  And  she's  made  a  critical  tweak  to 
the  core  product — adding  three  extra  candies 
to  each  roll  but  keeping  the  50-cent  price. 
Fordham's  goodie  bag  of  tricks  includes  the 
new  hit  breath-freshening  gum,  Ice  Breakers, 
and  a  line  of  low-fat  SnackWell's  chocolates. 

Results?  Sales  next  year  should  jump  10%,  to 
some  $600  million,  more  than  twice  the  indus- 
try pace.  And  Fordham,  who  worked  at  Bris- 
tol-Myers and  Borden  before  joining  Nabisco 
in  1981,  was  just  named  LifeSavers'  president. 
Next?  She'll  try  to  rejuvenate  LifeSavers'  Care  Free 
gum  next  year  with  new  packaging  and  advertising. 
"Any  time  you  have  the  franchise  these  brands  have 
had,"  she  says,  "you  have  leverage  to  do  things."  VP 
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She  dreamt 

of  riding  thoroughbreds  child. 


She  cared  for  thoroughbreds  as  a  vet.  Now 


of  her  New  England  representative,  she's 


thanks  to  the  financial  savvy 
on  her  way  to  owning  them. 


mm 


Life  can  be  a  wild  ride.  Unless,  of  course,  you've  got  trained  experts  to  show  you  how  to  take  the  turns.  At 
The  New  England,  we've  been  showing  successful  business  owners  and  professionals  how  to  stay  the  course  for 
over  160  years.  Our  financial  strength  is  comforting,  but  even  more  reassuring  is  the  way  we  provide  exceptional 
insurance  and  financial  advice  on  a  one-to-one  basis.  That  policy  extends  to  anyone  who  seeks 
our  counsel.  By  taking  the  time  to  understand  where  our  clients  want  to  go,  we  help  them  stay  winners. 

Planning  for  your  success. 


E-mail  us  at:  asktne@tne.com  or  visit  our  home  page:  http://www.tne.com 


The  New  England 

Insurance  and  investment 


Insurance  and  Investment 

A  MetLife  Affiliate 


New  England  Life  Insurance  Co.,  Boston,  MA.  Securities  products  ottered  through  New  England  Securities  Corp.,  Boston,  MA. 
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COMPUTERS/COMMUNICATIONS 

Japanese  firms  have  tried  in  vain  to  sell  desktop  PCs  here. 
Led  by  a  new  boss  who  understands  the  U.S.  market, 
Toshiba  is  on  track  to  break  that  jinx. 

Destination:  desktop 


By  Neil  Weinberg 

Like  a  lot  of  Japanese  companies 
these  days,  Toshiba  Corp.  is  in  the 
doldrums.  The  $48  billion  (sales) 
company's  old-line  heavy  equipment 
business  is  sluggish.  Its  giant  memory- 
chip  operation,  until  recently  the 
source  of  an  estimated  75%  of  profits, 
is  suffering  from  a  collapse  in  prices. 
Even  its  hefty  stake  in  notebook  com- 
puters has  proven  to  be  a  mixed  bless- 
ing, diverting  executives  from  the 
much  larger  and  more  lucrative 
market  for  desktop  PCs  and  servers. 

But  whereas  many  big  Japanese 
companies  seem  almost  bewildered 
by  their  problems,  Toshiba  seems  to 
be  moving  smartly  to  address  them. 
Leading  the  charge  is  new  president 
Taizo  Nishimuro,  who,  unusual  for  a 


Japanese  chief  executive,  has  spent 
almost  half  his  entire  career  in  the 
U.S.  Arriving  here  in  1965,  just  four 
years  out  of  Keio  University,  he  rose 
to  vice  chairman  of  Toshiba  America. 
In  June,  four  years  after  being 
brought  home,  he  was  selected  to 
head  the  company. 

Nishimuro,  60,  is  undertaking  a 
costly  assault  on  the  desktop  PC 
market.  He  knows  what  the  odds  are: 
Japanese  companies  have  been 
notably  unsuccessful  in  the  U.S.  desk- 
top market,  which  is  already  consoli- 
dating into  fewer  and  fewer  hands. 
But  with  Toshiba's  25%  share  of  the 
portable  market,  Nishimuro  has  a 
solid  base  to  build  on.  His  goal  is  by 
no  means  modest:  to  catapult  Toshi- 


Notebook  assembly 
line  at  Toshiba's 
Ome,  Japan  factory 
Is  this  success 
portable  to  the 
desktop? 


Toshiba  President 
Taizo  Nishimuro 
No  more 
not-invented- 
here  syndrome. 


I 


f  J 


ba  from  fifth  in  the  world  PC  market 
now,  thanks  mostly  to  its  strength  in 
portables,  to  third  within  four  years 
by  introducing  a  broad  line  of  desk- 
top models.  "With  only  portables, 
Toshiba's  role  is  limited,"  explains 
Nishimuro,  a  tall,  confident  man  with 
an  elegant  command  of  English.  He 
articulates  his  computer  strategy  for 
Forbes:  "Our  first  bet  is  in  high -end 
consumer  desktop  PCs.  The  business 
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computer  market,  our  ultimate  goal, 
is  a  natural  extension  of  that." 

Following  Nishimuro's  strategy, 
Toshiba  introduced  a  flashy  consumer 
product  here  in  September.  It's  the 
Infinia  desktop  pc,  a  sleek  black  com- 
puter tower  fitted  with  a  CD-ROM 
drive,  TV,  radio,  phone  and  answering 
machine.  You  can  put  it  under  your 
Christmas  tree  along  with  a  matching 
17-inch  monitor  and  high-quality 


built-in  speakers  and  remote  control 
for  $2,676.  Toshiba  says  it  priced  its 
three  Infinia  models  to  sell  for  $100 
to  $200  less  than  similar  Compaq 
models.  Infinia  is  a  clear  bid  to  put 
Toshiba  in  the  lead  in  a  new  genera- 
tion of  products  combining  TVs  and 
computers,  information  and  enter- 
tainment. Toshiba  executives  say  they 
are  on  track  to  hit  their  U.S.  sales 
target  of  270,000  units  by  the  end  of 


March  and  1  million  or  more  die  fol- 
lowing fiscal  year.  PC  Magazine 
selected  the  Infinia  over  similar  offer- 
ings from  Hewlett-Packard,  IBM  and 
Sony  as  its  Editors'  Choice. 

To  make  computing  more  conve- 
nient, Toshiba  borrowed  the  "sleep" 
mode  from  its  notebooks  so  the 
Infinia  boots  up  in  a  couple  of  sec- 
onds instead  of  minutes.  The  Infinia 
is  also  the  first  computer  shipped  with 
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Intel's  so-called  universal  serial  bus, 
so  users  can  plug  devices  such  as 
stereo  systems  or  gameplayers  direct- 
ly into  the  monitor. 

By  early  next  year  Toshiba  will 
offer  at  least  one  new  Infinia  model 
with  a  built-in  drive  for  DVDs,  sort  of 
oversexed  CD-ROMs  that  will  power 
the  next  generation  of  computer 
games  while  doubling  as  a  medium 
for  crisp  color  movies  and  high- 
fidelity  music.  Computers  and  enter- 
tainment electronics.  The  visionaries 
always  said  these  separate  businesses 
would  converge  in  a  single  box.  Well, 
here  you  have  it.  The  real  question  is 
no  longer  technological.  It  is  now  a 
matter  of  just  how  many  consumers 
have  a  spot  in  their  homes  where 
they  want  to  both  do  their  taxes  and 
snuggle  up  with  loved  ones  to  watch 
a  film. 

Even  more  important  than  the 
design  changes  that  went  into  the 
Infinia  are  the  changes  in  attitude 
that  preceded  them.  In  the  1980s 
Toshiba  followed  Japanese  hardware 
makers'  traditional  path  into  the 
desktop  market  by  designing  and 
manufacturing  machines  in  Japan  and 
shipping  them  to  the  U.S.  This  was 
the  old  if-it-isn't-invented-here-it's- 
no-good  attitude.  The  sets  failed  mis- 
erably. For  the  Infinia,  Toshiba  hired 
high-priced  designers  and  carved 
their  names  into  the  tower  faceplate. 

Also  notable:  Toshiba  launched  die 
Infinia  in  the  U.S.  market  two 
months  ahead  of  the  Japanese  intro- 
duction. And  rather  than  vainly  keep- 
ing production  in-house,  it  farmed  it 
out  to  SCI  Systems  Inc.  of  Huntsville, 
Ala.  to  keep  costs  down. 

"We  designed  the  Infinia  as  a  con- 
vergence statement,"  says  Thomas 
Scott,  general  manager  of  Toshiba's 
U.S.  computer  business.  Scott  already 
heads  a  sizable  computer  operation: 
Toshiba's  portables  account  for  a 
large  portion  of  its  $4  billion  in 
annual  U.S.  information  systems  sales 
and  one -quarter  of  the  U.S.  portable 
market. 

An  IBM  veteran  who  helped  launch 
the  firm's  PC  in  1982,  Scott  explains: 
"The  simplistic  20th-century  model 
of  PCs  is  going  to  give  way  to  home 
machines  that  manage  every  aspect  of 
knowledge,  possibly  with  PCs  or  wire- 
less servers  and  separate  pads  [termi- 
nals] for  each  room." 


Shoppers  in  Virginia  trying  out  an  Infinia 
The  question  remains:  Do  people  want 
to  watch  movies  on  a  computer? 


Once  Toshiba  is  established  in  the 
home  information/entertainment 
part  of  the  market,  Nishimuro  intends 
to  attack  the  business  computer 
market.  Winning  a  slice  of  this  busi- 
ness from  native  rivals  like  IBM, 
Compaq  and  Hewlett-Packard  will 
require  a  new  bag  of  tricks.  Toshiba  is 
counting  on  its  strength  in  notebooks 
to  help  sales  when  it  introduces  busi- 
ness desktop  PCs  next  spring  and  PC 
servers  late  next  year  or  early  in  1998. 

"With  its  quality  reputation  in 
portables  Toshiba  has  the  potential  to 
be  one  of  the  top  five  players  in  [busi- 
ness] PCs,"  says  Kevin  Hause,  an  ana- 
lyst at  International  Data  Corp.  in 
Mountain  View,  Calif.  "The  biggest 
potential  pitfalls  are  managing  [sales] 
channels,  forecasting  demand  and 
answering  feedback."  With  his  long 
experience  in  the  U.S.,  Nishimuro 
understands  the  importance  of  these 
processes. 

He  knows  you  cannot  take  market 
share  from  established  desktoppers 
like  Compaq  and  Hewlett-Packard 
unless  you  have  some  unique  features 
to  offer.  On  the  hardware  side,  Toshi- 
ba aims  to  distinguish  itself  with  the 
sort  of  technological  advances  that 
have  made  its  portables  so  popular. 
Example:  the  so-called  advanced  con- 
figuration and  power  interface  Toshi- 
ba is  developing  with  Intel  and 
Microsoft.  It  will  for  the  first  time 
use  a  computer's  own  operating 


system  to  manage  power  consump- 
tion. Says  Scott:  "We  plan  to  use  as  a 
strategic  advantage  our  strength  in 
understanding  the  need  of  desktop 
and  notebook  users  to  move  knowl- 
edge back  and  forth,  such  as  between 
home  and  office." 

As  the  personal  computer  era  nears 
its  third  decade,  corporate  users  have 
discovered  that  paying  for  hardware  is 
just  the  beginning  of  the  costs  they 
face  when  setting  up  computer  sys- 
tems. So  increasingly  they  favor  man- 
ufacturers and  resellers  who  can  help 
manage  the  entire  process — from 
buying  hardware  and  software  to 
training  employees  and  troubleshoot- 
ing networks. 

To  get  an  edge  in  nonhardware 
operations,  Toshiba  has  hired  Elec- 
tronic Data  Systems  to  operate  its 
service  center  in  Irvine,  Calif.  The 
idea  is  to  begin  creating  databases 
on  individual  customers  from  their 
first  presales  call  to  improve  service 
and  build  loyalty.  The  center  will 
also  provide  on-line  service  and 
allow  customers  to  hook  their  com- 
puter systems  into  Toshiba's  for 
quick  problem-solving. 

"We  realize  we  can't  do  everything 
ourselves,  so  when  we  need  outside 
resources  we'll  form  alliances,"  says 
Nishimuro. 

That's  the  sort  of  flexible  thinking 
that  got  Intel  and  Compaq  where 
they  are  today. 

If  any  Japanese  company  can  crack 
the  desktop  market  here,  it's  Toshiba, 
which  seems  well  ahead  of  the  others 
in  understanding  what  it  takes.  H 
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Jon  Garber  likes  to  get  his  hands  dirty  with  the  innards  of  computers, 
rocket  ships,  you  name  it.  On  such  tinkering  is  his  Connectix  thriving. 

Real  men  write 
assembly  code 


By  Josh  McHugh 

The  San  Mateo,  Calif,  office  of 
Jonathan  Garber,  the  39-year-old  chief 
technologist  of  the  Connectix  Corp., 
is  the  office  of  a  tinkerer.  A  cannibal- 
ized camera  lens,  soldered  to  a  com- 
puter chip  and  a  circuit  board,  moni- 
tors visitors  entering  from  the  hallway. 
Loose  transistors  crawl  between  the 
papers  cluttering  his  desk. 

Ask  him  about  the  enlarged  photo- 
graph of  a  rocket  perched  atop  his 
bookshelf,  and  Garber  launches  into  a 
detailed  description  of  the  guidance 
and  control  systems  he  helped  devise 
for  one  of  his  earlier  enterprises,  the 
American  Rocket  Co.  The  rocket, 
explains  Garber,  got  off  the  ground 
but  the  company  didn't.  So  he  moved 
on,  designing  methane  deposition  sys- 
tems for  a  company  working  on  syn- 
thetic diamond  films.  In  1989  he 
started  Connectix,  which  is  in  the 
computer  business. 

There  are  computer  companies  and 
there  are  computer  companies.  Con- 
nectix has  one  of  the  oddest  lines  of 
business  you  will  ever  see:  It  sells 
videocameras  and  memory  software. 
Only  a  real  wirehead  would  like  this 
kind  of  company,  and  Garber  is  a  real 
wirehead.  A  physics  major  at  Williams 
College,  with  a  master's  in  material 
science  and  engineering  from  Stan- 
ford, he  is  the  computer  world's 
equivalent  of  a  grease  monkey,  the 
kind  of  person  who  in  an  earlier  era 
might  have  made  a  ham  radio  from 
scratch  or  redesigned  a  carburetor  for 
a  hot  rod. 

But  videocams  and  memory  soft- 
ware? How  did  that  come  about? 

While  creating  a  laboratory  control 
system  on  his  Macintosh  II  in  1988, 
he  found  the  computer  needed  more 
random  access  memory,  or  RAM,  to 
run  his  programs.  But  at  about  $400 


a  megabyte,  the  ram  he  needed  would 
have  cost  him  more  than  $1,000. 

Garber  knew  that  large  computers 
running  on  the  Unix  operating  system 
were  capable  of  freeing  up  RAM  space 
by  temporarily  stashing  chunks  of  RAM 
data  on  a  disk  drive.  After  tinkering 
with  his  Mac  IPs  operating  system, 
Garber  was  convinced  he  could  use 
the  memory-swapping  techniques  to 
trick  its  CPU  into  acting  as  if  it  had  far 
more  RAM  than  it  actually  did. 

Garber  knew  his  programming  idea 
was  a  good  one,  and  he  decided  to 
take  it  to  Apple.  The  company  offered 
him  $50,000  and  a  job.  "I  knew  it  was 
worth  more  than  that,"  says  Garber. 
He  turned  down  the  offer  and  spent 
three  weeks  hammering  out  the  pro- 
gram himself.  With  the  help  of  a 
Motorola  memory  management  chip, 
Garber's  new  software  effectively  dou- 
bled his  Mac  IPs  RAM.  Then  he  set  out 
to  determine  just  how  much  his 
idea  would  be  worth  to  the  rest  of 
the  world. 

Garber  enlisted  his  girlfriend  (now 
wife),  Bonnie  Fought,  a  lawyer  who 
had  worked  with  him  at  the  rocket 
company,  to  help  him  scrape  up 
$50,000  in  startup  capital  from  friends 
and  relatives  and  make  copies  of  the 
program  on  floppy  disks  to  hawk  at 
the  Macworld  Expo  trade  show  in  San 
Francisco. 

In  four  days,  the  pair  sold  300 
copies  of  the  program,  named  Virtu- 
al, for  $500  each  (including  the 
$250  chip),  grossing  $150,000.  "We 
could  not  make  the  disks  fast 
enough,"  Garber  remembers.  Sud- 
denly, he  and  Fought  had  a  booming 
business  on  their  hands,  but  almost 
no  sales  or  marketing  experience.  As 
Garber  had  learned  from  the  flop  of 
his  rocket  company,  "Until  you've 


Connectix  Corp. 
owners  Jon  Garber 
(with  QuickCam), 
Bonnie  Fought 
and  Roy  McDonald 
(onscreen) 
Do  you  like 
to  launch  rockets? 
Tear  apart 
cameras? 
Maybe  you,  too, 
have  a  knack 
for  writing 
software. 


sold  the  market  on  your  vision,  suc- 
cess is  only  in  your  own  mind." 

So  he  called  Roy  McDonald,  who 
at  the  time  was  the  chief  financial 
officer  of  an  Israeli  company  that 
makes  equipment  for  testing  printed 
circuit  boards.  McDonald  graduated 
from  Stanford  Business  School  in 
1981  after  majoring  in  physics  at 
Harvard,  where  he  was  an  under- 
graduate classmate  of  Microsoft's  Bill 
Gates  and  Steven  Ballmer.  McDonald 
quit  his  job  in  Israel  to  take  over  as 
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Connectix's  chief  executive.  Garber 
handed  him  a  third  of  the  company. 

Connectix  continued  to  pump  out 
Virtual,  which  was  in  heavy  demand 
despite  Apple's  assertions  that  an 
equivalent  of  Virtual  would  be  bun- 
dled, free  of  charge,  into  Apple's 
System  7  operating  system,  due  in 
new  Apple  computers  starting  in  the 
middle  of  1989. 

Luckily  for  Connectix,  Apple 
didn't  ship  computers  with  System  7 
until  1991.  And  when  it  did,  there- 


in lay  a  new  problem  for  Apple  and 
a  new  opportunity  for  Connectix. 

Apple's  new  computers  featured 
32-bit  addresses,  making  possible  256 
times  as  many  data  addresses  in  RAM  as 
in  the  earlier  Apple  machines,  with  24- 
bit  addresses.  The  problem:  The  old 
computers  were  incompatible  with 
programs  written  for  the  new  address- 
ing mode. 

Garber  and  his  engineers  developed 
a  software  patch  to  let  the  old  Macs 
run  new  software.  They  wrote  this 


streamlined  program  in  assembly  lan- 
guage, a  primeval  form  of  computer 
code  only  one  step  removed  from  die 
1  and  0  blips  that  course  around 
inside  a  chip.  Almost  all  computer 
programming  these  days  is  done  in 
higher-level  languages  that  are  easier 
to  write  but  sacrifice  performance. 
Garber  wanted  performance. 

Connectix  sold  its  assembly-lan- 
guage program  to  Apple  for  close  to 
$1  million  and  moved  on  to  another 
memory  enhancement  product,  RAM 
Doubler.  This  one  economizes  on 
memory  by  compressing  code,  writing 
certain  long  and  oft-repeated  strings 
of  computer  commands  in  a  form  of 
shorthand.  Compression  programs 
save  space  at  some  cost  in  speed 
because  the  computer  must  pause  to 
decompress  the  code  before  executing 
it.  Garber's  program  cleverly  identifies 
portions  of  the  memory  that  contain 
instructions  used  rarely;  for  example, 
only  when  an  application  is  started  up. 
These  can  be  compressed  without 
slowing  down  the  application  once  it's 
up  and  running. 

This  scheme  works.  The  latest  ver- 
sion of  RAM  Doubler  can  effectively 
triple  the  amount  of  RAM  in  your  Mac- 
intosh. There's  also  a  version  for 
Microsoft's  Windows  3.1  operating 
system.  Another  big  seller  from  Con- 
nectix: Speed  Doubler,  which  soups 
up  Mac  software  by  improving  the  use 
of  memory  caches,  among  other 
things. 

Nice  business,  these  software  utili- 
ties, with  sky-high  70%  pretax  mar- 
gins. But  there's  not  much  of  a 
future  in  it.  Both  Mac  and  Windows 
operating  systems  often  incorporate 
knockoffs  of  just  about  any  utility 
program  that  sells  well. 

Garber  setded  on  miniature  video- 
cameras,  the  kind  you  buy  as  a  com- 
puter peripheral. 

How  did  a  software  firm  land  in 
the  videocamera  business?  Because 
Garber  likes  to  take  things  apart.  A 
videocamera  captures  images  digital- 
ly on  a  cheap  "charge  coupled 
device,"  or  CCD  chip,  that  might  cost 
$25.  The  camera  then  typically  con- 
verts the  digital  image  to  an  analog 
signal  that  can  be  fed  into  a  television 
set  or  VCR.  But  if  the  signal  is  going 
to  be  fed  into  a  computer,  it  just  has 
to  be  redigitized.  That  requires  a 
$250  circuit  board. 
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Why  not  make  cameras  specifically 
for  the  PC  market,  permitting  a  short- 
cut in  this  expensive  process?  Garber 
had  a  hunch  that,  with  a  little  soft- 
ware tinkering,  he  could  make  a 
direct  connection  between  the  CCD 
chip  and  a  digital  computer. 

He  was  right.  In  1994  Connectix 
began  selling  a  black-and-white  com- 
puter camera  for  $99,  made  in  the 
U.S.  by  a  number  of  contract  manu- 
facturers. This  year  Connectix  began 
selling  a  color  version  for  $199.  The 
cameras  now  account  for  more  than 
half  of  the  firm's  anticipated  $70  mil- 
lion annual  sales. 

How  profitable  is  Connectix? 
McDonald  won't  say,  but  it  says 
something  about  the  company's  cash 
flow  that  Garber  has  not  yet  seen  the 
need  to  raise  capital  in  the  public 
equity  market. 

It's  only  a  matter  of  time  before  the 
likes  of  Sony,  Panasonic  and  Kodak 
turn  up  as  competitors  in  the  PC 
camera  market.  Next  strategic  move: 
back  to  software.  McDonald  aims  to 
create  a  new  business  selling  video 
manipulation  software  that  would  be 
offered  in  a  package  with  the  cheap 
cameras.  So  far  Connectix  has  pro- 
duced some  rudimentary  videocon- 
ferencing software  and  a  CD-ROM 
enabling  users  to  make  multimedia 
greeting  cards  that  incorporate  video 
images.  But  bandwidth  limitations 
still  relegate  these  products  mainly  to 
the  status  of  highly  engaging  toys. 

One  potentially  huge  practical 
market  for  Connectix's  cheap  cameras 
and  related  software:  surveillance. 
The  right  software  could  turn  a  col- 
lection of  these  cheap  cameras  into  a 
security  system  that  would,  when 
triggered  by  the  right  infrared  sen- 
sors, transmit  a  video  feed  over  a 
phone  line.  From  your  computer  at 
the  office  you  could  spy  on  a  burglar 
or  your  nanny. 

And  what  if  alarm  companies  horn 
in  on  this  business?  Garber  has  some 
other  inventions  up  his  sleeve.  Sun 
Microsystems  is  releasing  new  proces- 
sors that  will  run  its  hot  program- 
ming language,  Java,  much  more 
quickly.  But  what  about  all  the  other 
computers  out  there  that  don't  have 
the  new  Sun  chips?  Garber  won't  talk 
specifics  but,  with  a  wide  grin,  he 
delivers  a  compressed  explanation: 
"Their  approach  is  slow."  ri>S 


Puppies  are  warm,  cuddly  and 
irresistible— even  digital  ones. 
PR  Magic  moves  to  cash  in. 

Save  on  dog 
food  j 


By  Rita  Koselka 

Robert  Fulop  and  John  Scull  were 
worried  that  their  startup,  PF.Magic, 
was  going  to  the  dogs.  Created  as  a 
multimedia  company  in  1991 
(when  that  was  the  hip  thing  to 
do),  the  firm  was  struggling  in  late 
1994.  AT&T  had  dropped  out  of  a 
partnership  to  produce  a  device 
hooking  up  videogame  players  over 
the  Internet.  Their  angels — invest- 
ment bank  Robertson,  Stephens  & 
Co.  and  Scott  Oki,  a  Microsoft  mil- 


lionaire — were  getting  edgy. 

Fulop  remembered  the  famous 
Dale  Carnegie-like  anecdote  about 
how  to  make  a  sale:  the  Puppy  Close. 
Give  a  customer  a  puppy  for  a  few 
days  and  then  tell  him  he  has  to  give 
it  back  unless  he  pays  for  it.  Emo- 
tional blackmail. 

But  does  the  puppy  have  to  be 
real?  This  is  the  era  of  the  Internet — 
sell  digital  puppies.  And  so  PF.Magic 
was  reborn. 


PF.Magic  cofounder  John  Scull 

Gross  profit  on  imaginary  beasts:  100%. 
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"Evolution  has  helped  species  of  all  shapes  and 
sizes  advance.  Thanks  to  SAP,  we're  one  of  them." 


Companiesjust  like  animals, 
need  to  adapt  to  face  their 
challenges.  Because  we're  a 
nonprofit  organization  relying 
on  our  own  operating  revenue 
for  funding,  we  had  to  find 
a  way  to  get  more  from  our 
information. 

As  we  searched  for  an  afford- 
able ERP  package,  we  knew  that  even 
if  we  weren't  the  biggest  of  our  species, 
the  business  processes  we  face  could  be 
as  wild  and  untamed  as  any  Fortune 
500  company's. 

We  were  surprised  to  learn  that  29% 
of  SAP's  customers  were  medium-sized 
companies,  with  annual  revenues  under 
$200  million.  And  since  SAP  now  runs 
on  an  AS/ 400  platform,  we  decided  to 
give  it  a  go. 

After  just  six  months  of  implementation, 
we  were  able  to  identify  and  eliminate 


— Steve  Rees 
Systems  Manager 
Taronga  Park  Zoo 
Sydney,  Australia 


duplicate  processes  from 
purchasing  procedures,  saving 
|     over  $60,000  on  the 
flk    purchasing,  freight  and 
cold  storage  of  the  fish 
W     we  feed  our  animals. 

And  that's  not  just 
a  one-time  highlight.  From 
human  resources  to  inventory 
to  visitor  services,  we're 
communicating  better  and 
working  more  efficiently. 
With  SAP,  we're  getting 
a  better  return  on  our 
information.  And  the  way 
our  company  has  evolved 
would  make  even  Darwin  proud. 


To  find  out  how  SAP  software  is  helping  more  than  6,000  businesses  do  business  better, 

call  1-800-283-1SAP,  or  visit  us  at  http://www.sap.com. 

A  Belter  Return  On  Information.' 
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PC  .- 
lirs  at 


You  download  a  basket  of  animat- 
ed puppies  from  its  Web  page 
(www.pfmagic.com)  and  pick  out  the 
one  you  like.  With  the  puppy  comes 
an  adoption  kit 
including  digital 
toys  and  doggie 
treats  that  are  not 
released  until  you 
pay  PF.Magic  $20 
on-line  or  through 
an  800  number.  You  can  also  get  a 
CD-ROM  version  of  the  software  at  a 
computer  store. 

Dogz  was  the  surprise  43| 
hit  of  the  1995  Christ- 
mas season.  PC 
Data  esti- 
mates that 
PF.Magic 
has  sold 
140,000  units  at 
retail  in  the  U.S.  over  the 
last  12  months.  Fulop  and  Scull 
won't  reveal  revenues,  but  they 
boast  that  they  are  selling  as  many 
Dogz  on-line  as  in  stores — at  some- 
thing close  to  a  100%  profit 
margin  for  the  on-line  sales.  Our 
guess:  $4  million  in  gross  profit 
to  date. 

Fulop  has  invented  a  name  for 
this  software  category:  careware. 
After  dogs  came  electronic  cats  and 
then  imaginary  creatures  resembling 
aardvarks  and  dinosaurs.  "They  do 
what  a  pet  does,  and  people  bond  with 
them  in  a  really  cool  way,"  he  says. 

How  do  you  bond  with  a  C+  + 
program?  On  PF. Magic's  Web  page, 
which  gets  2,000  to  3,000  visits  a 
day,  fans  swap  pet  stories  and  photos. 
PF.Magic's  office  in  the  Soma 
district  of  San  Francisco,  the 
so-called  multimedia  gulch, 
is  stacked  with  letters  and 
photos  from  pet  owners. 
One  mother  wrote  that  her 
disabled  daughter's  digidog 
has  changed  the  girl's  life. 
Whereas  she  was  too  ill  and 
clumsy  to  have  a  real  Fido,  the  fake 
one  responds  to  her  perfectly. 

"Really,  we're  selling  customers  to 
each  other.  We  haven't  figured  out 
how  to  make  money  on  that  yet,  but 
we're  thinking  about  it,"  says  Fulop. 
One  idea  is  a  virtual  park  that  you 
enter  with  your  pet — after  buying  an 
admission  ticket. 

Fulop,  38,  is  a  former  profession- 
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al  poker  player 
who  started  mak- 
ing videogames  af- 
ter a  chance  encounter  with  Atari's 
Nolan  Bushnell  at  a  backgammon 
tournament  in  Los  Angeles.  Scull, 
40,  is  a  Harvard  Business  School 
grad  who  managed  the  marketing  of 
Apple's  desktop  publishing  products 
in  the  mid-1980s. 

Fulop    created    the  infamous 
videogame  Night  Trap  in  1988. 
Based  on  the  B-grade  horror  film 
genre,  the  game  suggested  gory 
violence.  It  was  denounced  by 
Captain  Kangaroo  himself  in 
testimony  to  the  U.S.  Congress. 
Careware  is  Fulop's  atonement. 
The  PF.Magic  software  is  so 
lovable  that,  unlike  almost  every 
other  category  of  computer  enter- 
tainment,  it  attracts  a  mostly 
t_Jp  female  audience. 

Scull  and  Fulop  have  more 
clever  marketing  gimmicks.  They  just 
introduced  the  dinosaur  and  aard- 
varkian  creatures  called  Odd- 
ballz,  which  will  inhabit  various 
sponsors'  Web  sites.  So  far 
they've  signed  five  companies, 


Careware  creator  Rob  Fulop 
Even  Captain  Kangaroo  would  approve. 


including  Happy 
Puppy,  the  most 
popular  game  site, 
and  HomePC,  an 
on-line  magazine. 
The  idea  is  that  kids  scour  the  Inter- 
net looking  for  these  creatures.  The 
sponsors  may  advertise  the  creatures' 
presence  or  customers  might  swap 
their  findings  with  each  other,  thus 
drawing  new  traffic  to  the  sponsors' 
Web  pages. 

The  customer  can  download  the 
creature  free,  but  to  feed  it  slugs  or 
get  it  to  do  tricks,  the  kid  has  to  pay. 
Scull  lets  on  that  PF.Magic  might 
even  be  able  to  get  the  cooperating 
sites  to  pay  the  company  for,  in  effect, 
advertising  PF.Magic's  products  by 
hosting  the  animals.  The  company  is 
discussing  possible  strategic  partner- 
ships with  distributors. 

Top  that,  Dale  Carnegie.  First  you 
get  people  to  pay  you  to  pub- 
lish your  ads,  then  you  get 
other  people  to  pay  you  for 
imaginary  pets.  H 
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Thanks  to  our  Super  Bright  LCD  technology,  a  Sharp  12.1"  screen  is  50%  brighter  than  ordinary  screens.  Yet,  it  draws 
38%  less  battery  power.  What  could  be  smarter  than  that?  Well,  how  about  our  high-speed  (4Mbps)  wireless  connectivity, 
a  150MHz  Pentium  processor  and  a  2.1GB  hard  drive?  Leave  it  up  to  the  leader  in  LCD  technology  to  create  such  an 
intelligent  line  of  notebooks.  To  not  stop  in  and  see  them  would  be,  well,  dumb  thing  #44. 

Designed  for 
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Microsoft 


t  Smarter  Notebooks' 

1-800-BE-SHARP  •  www.sharp-usa.com 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS" 


It's  hard  enough  to  search  for  files  by  matching 
words.  Could  you  find  something  by  matching 
an  image?  Virage  says  it  has  the  answer. 

A  picture 
is  worth 
a  thousand  bytes 


By  Nikhil  Hutheesing 

The  Web,  in  all  its  magnificent 
detail,  turns  into  a  real  haystack  when 
you  want  to  find  something.  Tell  the 
AltaVista  search  program  that  you  are 
interested  in  "country  and  western" 
and  the  computer  comes  back 
with  some  100,000  citations,  a 
lot  of  them  having  to  do  with 
geography  and  nothing  to  do 
with  the  music  you  want. 

Now  picture  an  immensely 
more  difficult  searching  process. 
You  have  an  image  file — a  pho- 
tograph, a  diagram  or  a  cartoon — and 
you  want  to  search  the  Web 
universe  to  see  if  there  is  any- 
thing like  it  on  file  some- 


where. It's  a  tall  order,  quite 
beyond  the  power  of  the  pop- 
ular search  engines,  or  spiders, 
such  as  Infoseek,  Lycos  and 
AltaVista. 
A  three-year-old  firm  in  San  Mateo, 
Calif,  says  it  has  a  solution  to  this 
knotty  problem.  The 
firm  sells  software  that 
compares  images  with 
a  kind  of  visual  tem- 
plate, much  as  the 
human   brain  does. 
You  specify  the  target 
by  choosing  an  image 
on  a  database,  inserting  a  digital  image 
file  from  a  cd-rom  or 
scanning  in  a  photo- 
graph or  sketch.  The 
Virage  software  then 
boils  the  image  down 
into  a  template  that's 
easy  to  compare  with 


other  such  templates. 

You  need  such  digestion 
because  a  digital  image  can 
easily  hog  10  megabytes  of 
storage  (enough  to  choke  any 
kind  of  comparison 
algorithm)  and,  more 
important,  because  not  one  of 
those  megabytes  means  any- 
thing in  isolation.  Virage  gets 
the  gist  of  a  picture  into  a  1- 
kilobyte  file  called  a  feature 
vector.  This  column  of  num- 
bers captures  the  essence  of  the  pic- 
ture by  measuring  its  shapes,  textures, 
colors  and,  in  sketchy  form,  composi- 
tion— that  is,  the  arrangement  of 
colors  in  the  image. 

A  PC  packing  a  Pentium  120  takes 
about  three  seconds  to  digest 
an  image  into  a  feature  vector. 
A  heavy-duty  computer  does 
so  in  a  fraction  of  a  second.  At 
that  speed,  Virage  might  need 
a  month  or  two  to  index  all  the 
images  on  the  Web,  and  a  few 
hours  per  week  thereafter  to 
keep  it  up  to  date.  Clients  could  then 
create  vectors  on  their  PCs  and  ship 
them  off  to  Virage's  search  engine, 
which  would  compare  the  images 
against  its  index  in  seconds.  Alas,  all 
this  is  hypothetical  for  the  moment. 
There  is  as  yet  no  visual  index 
of  the  Web's  vast  wealth  of 
image  files. 

Virage  lets  you  zoom  in  on 
your  target  by  adding  weight 
to  certain  variables.  You  can 
try  it  out  in  Virage's  Web  site 


(www.virage.com),  which  has 
its  own  test  library  of  17,000 
images,  or  go  to  die  Web  page 
of  PhotoDisc — a  digital  stock 
photography  company  that 
uses  the  engine  (www.pho- 
todisc.com).  At  PhotoDisc's 
Web  page,  a  profile  of  a  man  pro- 
duced other  profiles  and  faces,  as  well 
as  a  paper  bag  and  a 
doughnut.  (They 
match  the  man's  skin 
color. ) 

The  software  was 
developed  in  late 
1993  by  Virage's 
founder,  Ramesh  Jain, 
47,  who  was  then  a  professor  of  com- 
puter science  at  the  University  of 
Michigan,  and  three  of  his  students. 
Jain,  a  native  of  India,  had 
conducted  research  in  machine 
vision  for  years,  and  when  the 
Web  got  started  in  the  early 
1990s  he  was  quick  to  see  the 
possibilities.  "It  was  clear  that 
the  number  of  images  on  the 
Web  was  increasing  fast,"  he 
says.  "It  was  also  clear  that  there  was 
no  way  to  manage  and  retrieve  them." 

Virage,  surviving  on  $2.5  million  in 
venture  capital  from  Sutter  Hill  Ven- 
tures and  Trinity  Ventures,  has  yet  to 
show  a  profit;  the  company  expects 
revenues  of  $2  million  this  year.  And 
so  far,  its  software  can't  tell 
an  object  in  profile  from  a 
frontal  photograph,  or  a  cat 
from  a  dog. 

Human  profiles  that  look 
like  doughnuts,  dogs 
that  are  mistaken  for 
cats — does  all  this 
call  to  mind  the  early  versions 
of  the  Newton  writing  tablet? 
Apple  Computer  had  quite  a 
fiasco  on  its  hands  when  its 
handwriting  recognition  soft- 
ware had  problems  recognizing  some 
of  the  letters  it  saw. 

But,  unlike  handwriting  recognition 
software,  image-searching  software 
doesn't  have  to  be  99%  accurate  to 
earn  its  keep,  says  Jain.  In  certain 
applications,  it  would  be  useful 
to  have  software  to  just  weed 
out  the  obviously  irrelevant 
images.  The  user  would  then 
make  a  selection  from  a  more 
manageable  sample. 

Paul  Lego,  Virage's  chief 
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In    1995,    LG's    annual    sales    grew    40%  t 


US$64  billion 


It's  nice  to  meet  you. 


It's  Matt  Ryan's  job  to  listen. 

As  a  Senior  Designer  at  LG  Electronics  Design-Tech,  Matt  must  intimately  understand  the  different  aesthetics 
of  each  European  country.  And  th  en  translate  that  understanding  into  intelligently  designed  TVs,  microwaves  and 
other  products.  (Matt  and  his  colleagues  even  helped  design  their  company's  Red  Oak  House  headquarters.) 

At  LG,  we  listen  a  lot  to  our  customers.  We  think  that  habit  explains  whv  we're  leaders  in  advanced  applications 
like  thin-fil  m  transistor  liquid  crystal  displays  and  high-definition  TV. 

We're  active  in  many  other  business  areas  too,  including  DRAM  memory  chips,  pharmaceuticals,  and  satellite 
communications.  And  the  same  dedication  and  customer  focus  Matt  Ryan  an  d  his  fell  ow  designers  hring  to  their  wori?/ 
our  126,000  other  employees  hring  to  our  other  areas  of  expertise. 

Now,  how  can  we  help  you  ? 

'  LG 


http://uuu.lg.co.kr/ 


executive,  has  big  dreams  for  his 
technology.  Some  possibilities:  A 
doctor  could  take  a  CT  scan  of  a 
lesion  in  a  patient's  brain,  feed  the 
image  into  a  medical  library,  and 
use  the  Virage  search  engine  to 
look  for  similar  lesions.  An  insur- 
ance claims  adjuster  could  check  for 
fraud  by  comparing  a  digital  picture 
of  a  crashed  car  against  a  database 
to  see  if  the  image  had  been  sub- 
mitted before.  And  a  patent  attor- 
ney could  get  a  lot  of  mileage  out 
of  this  software. 

All  this  is  perhaps  a  few  years  off, 
Lego  concedes.  "One  of  our  biggest 
problems  right  now  is  focusing  the 
technology  on  the  right  markets," 
he  says.  Kodak,  which  provides  an 
image  cataloging  system  to  advertis- 
ing agencies,  film  studios  and  cable 
TV  operators,  just  signed  a  licensing 
agreement  with  Virage.  Kodak  plans 
to  use  Virage's  search  engines  to 
speed  up  the  process  of  finding 
images. 

PhotoDisc  uses  the  Virage  search 
engine  on  its  Web  site  to  help  graph- 
ic designers  and  other  customers 
search  through  its  database  of 
35,000  images.  Thomson  &  Thom- 
son, the  trademark  search  agency,  is 
converting  its  million-item  database 


Virage  founder  Ramesh  Jain  (above) 
and  Chief  Executive  Paul  Lego 
Their  code  can  distill  the  essence 
of  a  nose  or  the  crack  of  a  smile. 


to  a  system  based  on  Virage's  visual 
search  technology. 

Virage  seems  to  be  ahead  of  its 
main  competitors,  which  include 
Excalibur  Technologies  and  IBM. 
Ronald  Dalgliesh,  vice  president  of 
information  systems  at  Thomson  & 
Thomson,  and  Scott  Rafer,  director  of 
Digital  Motion  Networks  at  Kodak, 


examined  those  companies'  image 
searchers  and  found  them  to  be  less 
accurate  than  Virage's.  Object  Design, 
a  database  company  in  Burlington, 
Mass.,  also  prefers  Virage,  even 
though  IBM  holds  an  equity  stake  in  it. 
Oracle  announced  last  month  its  plans 
to  bundle  the  Virage  software  with  the 
next  version  of  its  database. 

Consider  Virage's  visual  search  soft- 
ware as  a  work  in  progress.  Everybody 
laughed  at  the  first  Apple  Newtons, 
but  the  latest  ones  do  read  handwrit- 
ing pretty  well.  B 
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CLICK  AN  IMAGE  TO  FIND  SIMILAR  IMAGES 


Two  sample  searches  from  Virage's  Web  site 

You  click  on  an  image,  then  see  how  closely  Virage  can  match 
it  in  color,  composition,  texture  and  structure. 
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Nope.  Too  heavy. 


9*q 
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There.  That's  better. 


Sure,  down  is  light.  But  inch  for  inch,  Thinsulate'M  insulation  is  less  bulky  -  and  even 
warmer.  And  unlike  down,  Thinsulate™  insulation  won't  bunch,  is  hypo-allergenic,  and 
keeps  you  warm  even  under  damp  conditions.  It's  a  comfortable  result  of  a  unique 
corporate  spirit  that  lets  us  make  the  leap  from  need  to. . . 

3M  Innovation 


©3M  1996 


For  more  information,  call  1  -800-3 M - H E LPS,  or  Internet:  http://www.mmm.com 


New  PC  Pai 

More  capability,  more  versatility, 


View  the  picture  the  moment  you  take  it. 
Then  upload  it  to  a  PC  and  the  world  can  see, 


re  mob j lit) 


Shoot  from  any  angle 

The  lens  rotates  a  full  270  degrees 
so  you  can  set  it  to  the  angle  you  want. 


LCD  DIGITAL  CAMERA 


QV- 


You  can  perform  unlimited  graphic  wonders  with  the  Casio  QV-100  Digital  Camera. 
It  conveniently  stores  up  to  192  images  at  standard  resolution  or  64  fine  resolution  VGA  images. 


Shoot  and  view 

Take  a  picture  and  view  it  instantly  on  the  brilliant  1 .8"  color  viewfinder.  \ 
If  you're  not  satisfied  with  the  image,  simply  reshoot  it! 

Connect  to  a  TV  for  big-screen  viewing 

Enjoy  viewing  your  images  with  the  whole  family,  or  leave  a  lasting  impression 
at  business  presentations. 

Instant  prints  of  digital  images 

Connect  to  the  QG-1 00  Color  Printer  and  produce  color  prints  of  images 

as  soon  as  you  shoot  them..  You  can  print  images  on  18, 36  or  46mm  stickers 

and  attaCh  them  to  cards,  personal  belongings;  etc. 


Upload  images  to  a  PC 

To  create  effective  reports,  proposals,  or  other  documents,  simply  upload 
the  images  to  your  PC. 

•Creatively  retouch  images  or  generate  special  effects  using  the  included 

Adobe®  PhotoDeluxe™  and  ISR  ixlaPhoto™  software. 
•Save  images  on  hard  disk  or  floppies  as  TIFF,  BMP,  PICT  or  JPEG  files.  . 
•You  can  transmit  images  anywhere  in  the  world  by  e-mail  or  incorporate 

them  into  a  Web  page  by  using  the  included  Microsoft®  Internet  Explorer 

software: 


•  Microsoft,  Windows,  the  Windows  Logo  and  the  Microsoft  Internet  Explorer  Logo  are  either  registered  trademarks 
or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 
•Adobe  is  a  registered  trademark  of  Adobe  Systems  Incorporated. 
•Adobe  PhotoDeluxe  is  a  trademark  of  Adobe  Systems  Incorporated. 
•IXLA  and  ixlaPhoto  are  trademarks  of  ISR  Group  Limited. 
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CASSIOPEIA  is  a  handheld  PC  developed  toge 
with  Microsoft®  and  designed  for  Windows® 


Mictosotl  Mao 
Pocket  Excel       Pocket  \ 


4MB  A-11 
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*u  CASsToPEIA 

A-10  2MB  RAM    A-11  4MB  RAM 

The  new  Casio  CASSIOPEIA  handheld  PC  is  changing  the  way  the  world  thinks  of  mobile  data  processing- 
Quick  and  easy  data  exchange  with  any  PC  running  Windows®  95  means  you  can  now  take  information  anywhere. 


Automatic  data  links  with  a  Windows®  95  desktop  PC 

Simply  attach  the  CASSIOPEIA  to  the  optional  large/mini  dock  connected  to 
a  Windows®  95  desktop  PC  for  easy  linking  and  data  synchronization. 

Built-in  Microsoft®  Pocket  Word/Microsoft®  Pocket  Excel 

The  CASSIOPEIA  comes  with  the  streamlined  versions  of  two  of  the  world's 
most  popular  PC  applications,  Microsoft®  Word  and  Microsoft®  Excel. 

Powerful  New  Microsoft®  Windows®  CE  Operating  System 

Developed  for  handheld  PCs  by  Microsoft®,  the  open  platform  architecture  of 
this  operating  system  allows  you  to  run  almost  any  Windows®  CE  application. 


Internet  access  on  the  go 

Use  Microsoft®  Pocket  Mail  to  send  and  receive  e-mail  anywhere  you  are. 
Use  Microsoft®  Pocket  Internet  Explorer  to  surf  the  Net. 

■  Internet  access  requires  a  modem  and  the  subscription  to  an  Internet  provider. 

Other  features  and  functions  include: 

•Backlit  display  makes  for  easy  viewing,  even  in  total  darkness. 
•Business  functions  include  Contacts,  Calendar,  Tasks,  World  Clock 
and  Calculator. 

•Simple  operations  with  keyboard  and  stylus. 

'Ail  displays  shown  in  this  advertisement  are  photographic  facsimiles. 
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GIVES  YOU  VISION 


©  1996  CASIO  Inc.  570  Mt.  Pleasant  Avenue,  Dover.  NJ  07801 
TEL  201 -361 -5400  FAX  201-361-3819  http://www.casio.com/ 
For  the  stores  nearest  you,  call  1-800-327-1266  now. 
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How  to  address 
a  dishwasher 


BY  ANDREW  J.  KESSLER 


Andrew  Kessler 
(akessler@tbyte.com)  is 
a  general  partner  of 
Velocity  Capital 
Management,  a  tech- 
nology and  communi- 
cations investment 
company  in  Palo  Alto, 
Calif. 


Quiz:  what  is  2  to  the  128th  power?  A  seri- 
ously large  number,  about  the  number  of 
atoms  in  the  ground  beneath  Bill  Gates' 
master  bathroom,  counting  all  the  way  down 
to  the  center  of  the  earth.  It  is  also  the 
number  of  distinct  electronic  devices  that  are 
addressable  with  the  next  version  of  the  Inter- 
net protocol. 

Internet  protocol?  Why  should  anybody  but 
an  engineer  care  about  a  communications  pro- 
tocol? Because  it  says  something  about  how 
powerful  a  medium  the  Internet  has  become. 
Once  upon  a  time  the  Internet  was  a  vehicle 
used  primarily  by  college  professors  to  send 
notes  back  and  forth.  Now  tens  of  millions  of 
computers  are  connected  to  it.  Someday,  in 
principle,  just  about  everything  electronic 
could  be  connected — all  the  world's  tele- 
phones, pagers,  cellular  phones,  handheld 
computers,  network  computers,  auto  naviga- 
tors, smart  cars,  smart  cards,  televisions, 
videogame  players  and  dishwashers. 

For  the  Internet  to  realize  its  potential  as  a 
universal  communications  medium,  it  has  to 
distinguish  all  these  devices  from  one  another. 

Maybe  your  life  will  be  saved  when 
your  defibrillator  sends  an  Internet 
message  to  the  nearest  ambulance. 


Hence  the  new  addressing  protocol,  with  340 
undecillion  possible  addresses. 

A  quick  lesson  here.  The  Internet  is  one  big 
packet  switch.  A  packet  switch  takes  a  snippet 
of  digital  data  (called  a  packet  ),  looks  at  the 
electronic  envelope  enclosing  the  data,  then 
reroutes  the  envelope  over  a  telecommunica- 
tions line  to  another  switch.  The  switch,  that 
is,  sorts  data  the  way  a  post  office  sorts 
incoming  and  outgoing  mail. 

The  magic  of  the  Internet  is  that  it  doesn't 
have  to  open  a  dedicated  telephone  line 
between  point  A  and  point  B  in  order  for  A 
and  B  to  communicate.  Point  A  could  be  a 
person  talking,  a  computer  transmitting  a 
spreadsheet  or  a  server  downloading  a  Web 
page.  When  A  talks,  what  it  says  is  carved  up 
into  packets  and  each  packet  goes  into  an 
envelope  with  B's  address  on  it.  The  packets 
can  be  routed  any  which  way,  usually  across 


five  to  ten  Cisco  routers,  to  B,  where  they  are 
magically  reassembled  in  the  right  order  a  few 
milliseconds  (or,  on  a  slow  day,  minutes)  later. 

The  current  Internet  protocol  has  room  for 
a  mere  32-bit  address,  enough  to  handle  all 
the  computers  in  the  world  (for  now),  but  not 
nearly  enough  to  handle  all  the  handheld 
devices  and  dishwashers.  Hence  the  coming 
upgrade  to  128-bit  addresses,  making  possible 
a  world  of  total  connectivity.  Someday  you 
could  be  E-mailing  your  microwave  oven  so 
the  Spaghetti-Os  are  hot  when  you  get  home. 
Or  maybe  you  will  have  images  of  the  lower 
deck  of  the  George  Washington  Bridge  sent 
to  a  screen  in  your  car  as  you  approach  the 
ramp.  Or  maybe  your  life  will  be  saved  when 
your  implanted  defibrillator  sends  an  Internet 
message  to  the  nearest  ambulance. 

Who's  going  to  supply  the  software  to  take 
advantage  of  total  connectivity? 

ftp  and  NetManage  were  early  to  sell  soft- 
ware to  help  your  Windows  computer  handle 
the  Internet  protocol.  It  was  a  good  business 
for  a  while.  Then  Microsoft  upset  their  apple 
cart  by  folding  this  communications  capability 
into  Windows  95. 

General  Magic  worked  on  software  to  con- 
nect portable  appliances  like  the  Sony  Magi- 
link  and  Motorola  Envoy  to  the  outside 
world.  It  made  the  mistake  of  tying  its  prod- 
ucts to  proprietary  on-line  services  like  AT&T 
Personal  Link.  The  company  is  in  trouble  as  a 
result,  but  it  is  redirecting  its  efforts  to  the 
more  universal  language  of  the  Internet  and 
could  conceivably  make  a  comeback. 

Microware  was  also  a  little  too  early,  focus- 
ing on  operating  systems  for  interactive  TV. 
The  firm  just  nailed  down  a  contract  from 
Zenith  for  TV  set-top  boxes.  The  boxes  won't 
have  Internet  addresses  built  in  at  first.  I  think 
they  will  eventually. 

Geoworks  is  probably  the  furthest  along.  It 
licenses  architecture  and  software  to  control 
portable  appliances  like  the  Nokia  9000  Com- 
municate and  the  hp  OmniGo.  The  company 
believes  it  has  the  technology  to  deliver  Inter- 
net address  handling  in  any  small,  micro- 
processor-based device.  Microsoft  is  not 
ignoring  the  market.  It  is  working  on  a 
stripped-down  Windows  for  portable  devices. 
(Not  sure  I  want  this.  Will  I  have  to  reboot 
my  cellular  phone  between  calls? ) 

In  a  similar  vein,  Sun  Microsystems  is  work- 
ing on  a  version  of  its  Java  network  language 
for  handheld  PCs  and  the  like.  Time  Warner  is 
embedding  the  Internet  addressing  protocol 
in  its  new  and  improved  video-on-demand 
trial  in  Orlando. 

IP  version  6  is  out  there,  and  will  create  new 
markets,  so  be  prepared.  If  you're  not  con- 
nected, you're  not  with  it.  H 
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A  guide  can  light  the  way.  It  can  be  a  compass.  A  guidebook  of  facts  and  information.  And,  of  course,  a 
guide  can  be  a  person.  BellSouth  has  the  people,  the  knowledge  and  the  expertise  to  guide  you  through 
today's  technologies.  To  find  customized  solutions  that  work  for  you  and  your  business.  Whether  you  need 
[local,  wireless,  long  distance  or  even  Internet  access,  we'll  point  the  way.  Always  with  answers  that  keep 
I  you  and  your  words  connected  in  every  way. 


3ecause  a  word  can  have  many  meanings.  But  it  means  nothing  until  it's  shared. 

©  BELLSOUTH 

It's  All  Here: 


31996  BellSouth  Corporation.  Limited  area  for  some  services. 
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MtlNtf  a  flNUtollYlcNIS 


THE  FUNDS 


When  your  manager 
sells  out,  should  you? 

Following  takeovers,  some  big  fund  families  have  witnessed 

a  weakening  of  performance  and  a  rise  in  costs.  Maybe  consolidation 

isn't  such  a  good  thing  for  fund  investors. 


By  James  M.  Clash 


A  wave  of  consolidation  is  washing 
over  the  mutual  fund  business.  So  far 
this  year  funds  totaling  more  than 
$125  billion  in  assets  have  changed 
hands.  To  hear  the  consolidators  tell 
it,  mergers  are  good  because  they 
bring  fund  investors  economies  of 
scale  and  breadth  of  choice  within  a 
fund  family.  Will  these  promises  be 
fulfilled?  It  is  instructive  to  consider 
some  of  the  bigger  recent  mergers. 
The  results  are  not  encouraging. 

Take  the  Dreyfus  funds,  purchased 
in  December  1993  by  Pittsburgh's 
Mellon  Bank.  In  the  three  years 
before  the  merger,  the  12  domestic 
stock  funds  at  Dreyfus  performed,  on 


average,  on  a  par  with  the  s&P  500 
index.  In  the  three  years  since,  these 
funds,  on  average,  have  underper- 
formed  the  index  by  a  stunning  seven 
percentage  points  a  year. 

Then  there's  the  American  Capi- 
tal/Van Kampen  merger  in  August 
1994.  In  the  26  months  prior  to  the 
marriage,  the  11  stock  funds  here 
outperformed  the  s&P  500  index  by 
an  average  of  two  points  annually.  In 
the  26  months  since  the  merger,  the 
funds  have  underperformed,  by  two 
points  annually. 

Do  fund  shareholders  at  least  ben- 
efit from  economies  of  scale?  Not 
really.  Average  expenses  at  both  the 


Dreyfus  and  American  Capital  fami- 
lies are  just  about  where  they  were 
before  they  changed  hands,  notwith- 
standing that  assets  are  up. 

Even  the  Templeton  family  seems 
to  be  suffering  from  postmerger  let- 
down. These  mostly  international 
funds,   founded   by   the  revered 
investor  John  Templeton,  are  still 
market  beaters,  but  they  have  seen 
a  sharp  falloff  in  how  much  they 
beat  their  benchmarks. 

San  Mateo,  Calif.-based 
Franklin  Resources  bought 
control  of  the  Templeton 
family  for  $786  million  on 
Oct.  30,  1992.  The  move 
gave  Franklin,  then  primarily  a 
bond  fund  firm,  an  instant 
international  equity  pres- 
ence— and  reputation — that 
helped  market  the  combined 
firm's  assets. 
Templeton's  two  star  man- 
agers, Mark  Mobius  and  Mark 
Holowesko,  signed  what  were 
essentially  four-year  employment 
contracts  and  were  given  fat  cash 
bonuses  and  salary  increases.  Sir  John 
Templeton,  already  cutting  back  from 
daily  operations,  bowed  out  almost 
entirely  when  the  acquisition  was 
finalized. 

Not  long  after  the  merger,  trouble 
began:  Templeton's  managers  were 
not  happy  with  the  new  bonus  struc- 
ture; suddenly  their  bonuses  weren't 
linked  just  to  their  equity  perfor- 
mance but  to  Franklin  bond  man- 
agers' performances,  too.  Templeton 
Chief  Executive  Thomas  Hansberger 
quit  in  1993  to  found  a  rival  institu- 
tional firm,  Hansberger  Global 
Investors,  and  took  a  bunch  of  Tem- 
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Templeton 


Fund 

Average 

Average  expenses 

Average  assets 

return 

 (per  $100) — 

 ($mil) — 

before 

after 

before 

after 

before  after 

Templeton  Global  Small  Cos  1 

5.8 

0.4 

$1.05 

$1.29 

$858  $1,326 

Templeton  Growth  1 

7.7 

1.9 

0.74 

1.03 

2,581  5,815 

Templeton  World  1 

4.6 

2.9 

0.74 

1.02 

4,187  5,334 

Templeton  Foreign  1 

13.8 

1.1 

0.83 

1.12 

937  5,391 

Premerger  Oct.  31, 1988  to  Oct.  31, 1992.  Postmerger  Oct.  31, 1992  to  Oct.  31, 1996. 

All  numbers  are  annual  averages.  Returns  are  in  percentage  points  versus  Morgan  Stanley  World  Index,  except  Templeton  For- 
eign I  (versus  Morgan  Stanley  EAFE).  Source:  Mormngstar,  Inc. 


These  Templeton  international  stock  funds,  representing  $27  billion  in  combined 
assets,  have  cooled  significantly  versus  their  comparison  indexes  since  Franklin 
bought  Templeton  in  1992.  But  they've  all  managed  to  beat  their  benchmarks. 


pleton  staffers  with  him.  Recently 
there  has  been  further  attrition  as 
employment  contracts  begin  to 
expire. 

What  has  all  this  meant  to  Temple- 
ton's  shareholders?  All  four  of  Tem- 
pleton's  big  open-end  international 
equity  funds  with  at  least  four  years 
on  each  side  of  the  merger  (a  com- 
bined $27  billion  in  assets)  show 
postmerger  return  declines  against 
their  respective  benchmarks  (see 
table).  The  average  drop  in  relative 
annual  performance:  a  stunning  six 
percentage  points. 

What  about  the  hoped-for 
economies  of  scale?  They  didn't 
happen.  While  average  assets  in  these 
four  Templeton  funds  have  more 
than  doubled,  expenses  have  not 
gone  down.  They  have  increased  by  a 
third,  from  an  average  of  $0.84  per 
$100  of  assets  annually  to  an  average 
of  $1.12. 

This  is  not  to  say  that  the  Temple- 
ton funds  are  a  disaster  for  investors. 
Even  with  the  relative  petering  out  of 
their  returns,  the  four  still  beat  their 
Morgan  Stanley  benchmarks  for 
international  investing.  Expenses, 
although  higher,  are  still  below  the 
average  for  international  funds.  But 
the  simple  fact  is  that  they  are  not  the 
winners  they  once  were. 

Mark  Holowesko,  president  of  the 
global  equity  group  at  Templeton, 
explains  the  postmerger  weakening  of 
performance  as  a  consequence  of  too 
small  a  dose  of  Japanese  stocks.  He 
says  expenses  are  up  because  the 
funds  are  invested  in  more  countries, 
some  of  them — like  Russia  and 
Poland— very  expensive  to  research. 
Holowesko  says  he  plans  to  stay. 
Templeton's  departure  was  not  as 
traumatic  as  it  may  have  seemed;  the 

Dreyfus  and  Amcap 


founder  had  already  ceded  most  stock 
picking  decisions  in  the  late  1980s. 

There  has  always  been  a  question 
about  whether  fund  buyouts  are 
good  for  shareholders  of  the  acquired 
firms.  But  this  year,  with  a  record 
half-dozen  big  fund  acquisitions 
announced — including  $50  billion- 
plus  American  Capital/Van  Kampen 
by  Morgan  Stanley,  and  $57  billion 
AIM  Management  Group  by  In- 
vesco — the  stakes  have  risen. 

Arguments  for  consolidation  are 
simple.  First,  lower  expenses  should 
be  realized  through  economies  of 
scale  from  combining  back-office 
operations.  Second,  increased  pur- 
chasing clout  with  a  larger  asset  pool 
should  result  in  better  access  to  Wall 
Street  research.  Finally,  if  the  fund 
family  being  acquired  is  small,  con- 
solidation can  free  money  managers 
from  diversions  like  marketing  so 
they  can  spend  more  time  picking 
stocks. 

Arguments  against  consolidation 
are  less  tangible.  James  Margard, 
chief  equity  strategist  at  $3  billion 
Rainier  Investment  Management,  a 
pension  fund  manager  in  Seattle, 


after 


maintains  that  stock  pickers  are  much 
sharper  when  they're  independent. 
"They  get  complacent  once  they  cash 
out  and  buy  the  big  sailboat,"  says 
Margard,  44,  who  has  been 
approached  by  several  firms  interest- 
ed in  gobbling  up  his  15 -year-old 
company,  which  also  runs  the  excel- 
lent mutual  fund  Rainier  Core  Equity 
Portfolio.  So  far,  he  has  resisted.  "My 
investors  are  better  off  when  I'm 
hungry,"  he  says. 

There's  also  the  potential  for 
disharmony  when  two  corporations 
merge,  and  it  can  affect  the  perfor- 
mance of  money  managers,  even 
causing  some  to  quit.  When  Merrill 
Lynch  bought  $9  billion  Hotchkis  & 
Wiley  this  year,  most  of  the  bond 
department  left. 

What  should  you  do  if  your  fund 
company  sells  out?  If  the  portfolio 
manager  of  a  fund  you  are  in  stays 
put,  it  probably  makes  sense  to  give 
the  new  owners  a  chance.  But  keep  a 
close  eye  on  the  situation.  Franklin 
just  paid  some  $610  million  for 
Heine  Securities,  operator  of  the 
excellent  Mutual  Series  funds  run  by 
Michael  Price.  Supposedly  Price's 
attention  has  been  secured  by  a  five- 
year  contract  and  up  to  $193  million 
in  performance  incentives.  But  Price 
can  go  part-time  after  just  one  year, 
so  his  heart  may  not  be  in  the  job 
after  that. 

The  other  thing  to  watch  for  is  the 
cost  of  ownership.  If  expenses  climb, 
consider  departing.  The  hitherto  no- 
load  Mutual  Series  funds  have  often 
been  on  the  Forbes  Best  Buy  list  for 
U.S.  equity  funds.  They  will  have  a 
hard  time  staying  there:  Effective 
Nov.  1,  Franklin  began  charging  a 
sales  commission  of  up  to  4.5%.  Hi 


Fund  family  Average  Average  expenses         Average  as 

return  — (per  $100) —   ($mil) 

before        after     before         after  before 


Mellon/Dreyfus  -0.1  -7.2       $1.11  $1.14  $481 

American  Capital/Van  Kampen       1.8         -1.7        1.30  1.35        477  648 

Mellon/Dreyfus:  Premerger  Dec.  31, 1990  to  Nov.  30, 1993.  Postmerger  Nov.  30, 1993  to  Oct.  31, 1996. 
American  Capital/Van  Kampen:  Premerger  June  30, 1992  to  Aug.  31, 1994.  Postmerger  Aug.  31, 1994  to  Oct.  31, 1996. 
All  numbers  are  annual  averages.  Returns  are  domestic  equity,  against  the  S&P  500  index,  in  percentage  points. 
Source:  Mormngstar,  Inc. 


These  two  families,  consisting  mainly  of  U.S.  stock  funds, 
petered  out  after  recent  mergers. 
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MONEY  &  INVESTMENTS 


THE  FUNDS 


Should  you  own  a  junk 
money  fund? 


So-called  prime  rate  funds 
are  a  sometimes  useful 
cross  between  money  mar- 
ket funds  and  junk  bond 
funds.  They  have  better 
yields  than  the  former  and 
more  safety  than  the  latter. 

By  Thomas  Easton 

Squint  a  bit  and  it's  not  hard  to  pic- 
ture an  economy  that  could  douse 
corporate  profits  and  drive  up  interest 
rates.  Rising  oil  prices,  rising  person- 
al bankruptcies,  a  recession  in  Japan 
and  Europe  and  Chinese  meddling  in 
Hong  Kong — any  or  all  of  these 
could  bring  on  real  trouble.  We're  not 
saying  it's  going  to  happen,  only  that 
you  should  be  prepared. 

Where  would  you  want  to  be  in  a 
downturn  like  that?  Certainly  not  in 
stock  funds.  Bond  funds  would  get 
hit,  too.  Junk  bond  funds — especial- 
ly not;  they'd  get  hurt  by  both  rising 
rates  and  rising  defaults. 

Short  of  sitting  out  the  next  sever- 
al years  in  a  sterile  money  market 
fund,  where  can  you  go?  Here's  one 
option  to  consider:  a  fund  that  buys 
the  bank  debt  of  companies  with 
weak  credit  ratings. 

There  are  five  of  these  funds  (plus 
two  clones).  They  go  by  the  name 
"prime  rate"  fund,  although  that's  a 
misnomer,  since  they  don't  buy 
prime-rated  paper.  The  bank  debt 
they  buy  is  coming  from  corporations 
whose  long-term  debt  is  of  junk  qual- 
ity. But  this  bank  debt  has  two  advan- 
tages over  long-term  junk.  One  is 
that  it  carries  interest  rates  that  are 
reset  every  one  to  three  months.  The 
other  is  that,  if  the  issuer  goes  bust, 
the  bank  debt  stands  in  the  creditor's 
line  ahead  of  the  long-term  bonds. 

The  fund  vendors  bristle  at  the 
term,  but  we  think  "junk  money 
market  fund"  sums  up  the  situation 


pretty  well.  Typically,  securities  they 
buy  yield  2  to  3  percentage  points 
over  the  London  Interbank  Offered 
Rate.  After  fund  expenses,  that's 
enough  to  give  the  funds  a  yield  these 
days  of  7.4%  or  so.  Not  bad,  com- 
pared with  the  yield  on  junk  bond 
funds.  Fidelity  Spartan  High  Income, 
for  example,  now  yields  7.8%. 

And  there's  less  risk  in  a  junk 
money  fund  than  in  a  junk  bond 


Low-risk  junk 


Fund 

3-year  annualized* 

Annual 

return 

standard 

expenses 

deviation 

per  $100 

Eaton  Vance  Prime  Rate 

6.9% 

0.6% 

$1.58 

Merrill  Lynch  Senior  Floating  Rate 

6.8 

0.6 

1.34 

Pilgrim  America  Prime  Rate  Trust 

8.6 

0.4 

1.23 

Prime  Income  Trust 

7.8 

0.7 

1.52 

Van  Kampen  Prime  Rate  Income  Trust 

7.3 

0.6 

1.46 

Lipper  High  Yield  Bond  Fund  Index 

8.3 

4.3 

1.40 

"Through  Oct.  31,  1996. 

Source  Lipper  Analytical  Services. 


fund.  In  the  1990-91  recession,  8.5% 
of  junk  bonds  defaulted,  with  an 
average  loss  to  principal  of  70%, 
according  to  Robert  Grossman,  exec- 
utive vice  president  of  Fitch  Investors 
Service.  Put  those  numbers  together 
and  you're  looking  at  a  6%  capital 
loss.  The  price  of  bank  debt  in 
default,  in  contrast,  dropped  only 
about  25%  during  that  recession. 
You  see  the  same  pattern  today.  In 


These  funds  buy 
the  bank  debt  of 
junk-rated  corpo- 
rations. The  bank 
debt  is  safer  than 
long-term  junk  for 
two  reasons.  One, 
the  bank  debt 
has  a  floating 
interest  rate. 
Two,  it's  senior  to 
long-term  bonds  in 
the  event  of  a 
bankruptcy. 
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response  to  problems  at  Marvel 
Entertainment  Group  in  mid-Octo- 
ber, the  price  of  its  long-term  debt 
fell  from  80  cents  on  the  dollar  to  40 
cents.  The  bank  debt  slid  only  to  91 
cents  on  the  dollar. 

Same  story,  almost  the  same 
timing,  at  MobileMedia  Corp.,  a 
paging  company.  Bond  prices  fell 
from  75  cents  on  the  dollar  to  50 
cents,  while  bank  debt,  according  to 
Fitch,  held  at  90  cents  on  the  dollar. 

What  about  rises  in  interest  rates? 
They  hurt  junk  bond  funds,  which 
typically  have  a  duration  of  about 
five  years,  meaning  that  a  percentage 
point  rise  in  interest  rates  causes  a  5% 
fall  in  prices.  A  junk  money  fund,  on 
the  other  hand,  is  largely  immune  to 
rate  shifts.  The  best  evidence  of  the 
resilience  of  the  junk  money  funds  is 
their  net  asset  values,  which  have 
budged  on  average  by  no  more  than 
a  few  pennies  since  the  funds  came 
into  existence  in  the  late  1980s. 

Yield  on  junk  bank  debt:  two 
to  three  points  over  Libor. 
Credit  quality:  somewhat 
better  than  on  junk  bonds. 


"The  results  have  been  much  of 
the  return  (of  junk)  for  much  less  of 
the  risk,"  says  Fitch's  Grossman. 

Now  for  the  drawbacks  with  the 
junk  money  funds.  The  first  is  a  lack 
of  liquidity.  Because  these  funds 
invest  in  bank  debt,  which  rarely 
trades,  they  can't  promise  to  redeem 
your  shares  on  a  moment's  notice,  as 
the  usual  stock  and  bond  funds  do. 
Four  of  the  prime  rate  funds  allow 
redemptions  only  every  quarter.  The 
other,  Pilgrim  America  Prime  Rate 
Trust,  is  a  closed-end — meaning  that 
it  never  redeems  and  the  only  way  to 
cash  out  is  to  find  someone  else  to 
buy  your  shares.  The  Pilgrim  fund 
trades  on  the  NYSE  at  a  3%  discount  to 
net  asset  value. 

The  other  drawback  is  cost.  The 
five  semi-open-end  funds  all  have 
back-end  loads  for  periods  of  up  to 
five  years.  Annual  expense  ratios  aver- 
age a  fairly  stiff  1 .4%. 

There  is,  unfortunately,  no  eco- 
nomical junk  money  fund  from  a  no- 
load  house  like  Vanguard  or  T.  Rowe 
Price.  H 
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Learn  how  to  leverage  the  power  of  intranets  to  redefine  corporate  strategy 


increasing  number  of  organizations  are  discovering 
that  the  same  technologies  utilized  by  the  Internet  can  be 
used  to  set  up  powerful  collaboration  and  information 
systems  —  intranets.  Intranets  are  good  news  for  companies 
that,  while  drowning  in  a  downpour  of  data,  are  finding  it  difficult 
to  get  a  sip  of  information. 

But  intranets  are  not  just  making  communications  easier  and 
cheaper,  they  are  leading  a  fundamental  shift  in  corporate 
strategy  directly  impacting  relationships  with  customers, 
vendors,  and  ultimately,  profitability. 

The  Forbes  Technology  Symposium  is  a  prime  opportunity  to 
join  your  peers  in  learning  how  to  leverage  the  power  of  intranets 
to  redefine  corporate  strategy. 
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ness and  high-tech  capabilities.  With  operations  in  telephone,  cellular  and  information  services, 
ALLTEL  now  does  business  throughout  the  United  States  and  the  world. 

By  intelligently  expanding  our  business  base,  we  re  well-balanced  to  meet  the  needs  of 

For  more  information  on  ALLTEL,  call  (501)  661-8999. 


THE  FORBES/BARRA  WALL  STREET  REVIEW 


The  overall  market 


Judy  Vale,  manager  of  the  $330  mil- 
lion (assets)  Neuberger  &  Berman 
Genesis  Fund,  is  a  value  investor  in 
the  small-cap  stock  universe.  One  of 
her  current  picks  is  Dallas  Semicon- 
ductor, a  maker  of  specialized  micro- 
processors. Since  many  of  Dallas' 
chips  are  used  in  everyday  appliances 
like  cars  and  coffeemakers  rather  than 
computers,  Vale  says  the  firm's  rev- 
enues are  more  predictable  than  those 
of  other  chipmakers.  She  thinks 
Dallas,  recently  selling  for  12  times 
estimated  1996  earnings,  can  grow  by 
20%  annually  over  the  next  few  years. 

Vale  also  likes  Dallas-based  Texas 
Industries  ($56  a  share),  a  building 
materials  outfit  whose  stock  trades  at 
just  7  times  trailing  earnings.  She 
cites  enormous  free  cash  flow — $7 
per  share — and  the  company's  unique 
cement  production  process  as  reasons 
for  a  higher  valuation. 


Special  focus 


Index  funds  are  supposed  to  mirror  the 
performance  of  a  market  indicator.  The 
eight  funds  below  arc  benchmarked 
against  indexes  other  than  the  S&P  500. 
Example:  Through  the  first  ten  months 
of  1996  the  Vanguard  Index  Growth 
Fund,  which  tracks  the  s&p/Barra 
Growth  index,  had  a  17.9%  total  return, 
versus  18.1%  for  the  s&r/Barra  index. 


Benchmark  funds 

Fund 

YTD 
total 
return 

Benchmark  Small  Company  Index  A 

8.7% 

Dreyfus  Midcap  Index 

11.9 

Galaxy  II  Small  Company  Index 

12.7 

Schwab  International  Index 

5.0 

Vanguard  Index  Growth 

17.9 

Vanguard  Index  Small  Cap  Stock 

10.5 

Vanguard  Index  Total  Stock  Market 

14.7 

Vanguard  Index  Value 

15.1 

Source:  Mornmgstar.  Pricing  date:  10/31/96. 

4000 
3600 
3200 
2800 


The  Barra  All-US  price  index  as  of  1 1/08/96 

Market  value:  $8,079.1  billion 
P/E:  19.7 

P/E  minus  negative  EPS:  18.1 
Price/book:  2.9 
Yield:  1.8% 


12-month  closeup 


1200 


'86  '87 


'90    '91    '92    '93    '94    '95  '96 


DJ  FMAMJ   J  AS0N 

'95  '96 
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Closeup  on  the  markets 

%  change  from 

Index  or  investment 

 2-week  change  — 

—    1  year  ago 

5-year  high 

Barra  All-US  index 

3.2  % 

i 

20.2  % 

0.0% 

S&P/Barra  Growth  index 1 

5.2 

■|  25.0 

0.0 

S&P/Barra  Value  index 

3.3 

■pj 

21.6 

0.0 

Dow  Jones  industrials 

3.5 

27.7 

0.0 

S&P  500 

4.3 

■■HI 

23.3 

0.0 

NYSE 

3.5 

■HI 

22.3 

0.0 

Nasdaq 

2.9 

■1 

18.2 

0.0 

PSE  Tech  100 

5.2 

H|  8.2 

-0.5 

EAFE4 

1.9 

10.4 

-1.4 

CRB  futures  index 

-1.5 

-1.7 

-8.4 

Gold  (Comex  spot) 

-0.8 

■ 

-2.5 

-8.5 

Yer  (per  $US) 

-1.4 

mm 

10.8 

-9.9 

Oil-  (W  Texas  Intermediate) 

~5.o  mm 

32.2 

-9.1 

The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors8 


Best 

2-week 
change 

Change 
since 
12/31/95 

Worst 

2-week 
change 

Change 
since 
12/31/95 

Cosmetics 

10.5% 

33.7% 

Oil  refining,  distributing 

-6.0% 

14.2% 

Electronics 

8.5 

36.1 

Forest  products 

-5.1 

6.3 

Financial  services 

8.4 

38.4 

Apparel,  textiles 

-1.8 

46.0 

Broadcasting,  publishing 

7.9 

-0.5 

International  oil 

-1.8 

10.0 

Life  insurance 

7.2 

24.7 

Motor  vehicles 

-1.3 

9.7 

2-week 

1996 

2-week 

1996 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

United  Carolina  Bancshares 

385/s 

51% 

$2.11 

Inference 

75/8 

-59% 

$0.16 

Zygo 

39 

48 

1.99* 

Carrington  Laboratories 

9'/8 

-57 

NA 

Kulicke  &  Soffa  Industries 

15  lA 

34 

0.63 

Casino  America 

3 

-47 

0.75 

System  Software  Associates 

11  5/8 

33 

-0.19 

Premenos  Technology 

9y4 

-43 

0.20 

MicroTouch  Systems 

22  3/8 

32 

0.75 

Physician  Reliance  Network 

5l/2 

-42 

0.48 

Note:  Data  for  period  ending  11/8/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  2Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  =  50  (adjusted),  12/31/82.  4A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  5lndex  of  21 
commodity  futures.  "Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express.  8Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  not  available.  *1997  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Corporate  vs.  government  yields 


6% 


Corporate  dividend  revisions 

3,000 


S&P  500 
v    dividend  yield 


2,500 
2,000 
1,500 
1,000 
500 


■  Positive 

■  Negative  &  omissions 


mil 


Ihli  i 


'86      '88      '90      '92     '94  '96 

Through  Oct.  31,  1996 


Representative  industry  payouts2 


Yield 

Payout 

Yield 

Payout 

Industry 

ratio 

P/E 

Industry 

ratio 

P/E 

Auto  &  truck  mfg 

3.7% 

1  36% 

9.2 

Paper  &  forest  prods 

2.6  % 

43% 

17.5 

Banking 

2.7 

37 

13.7 

Petroleum 

3.4 

65 

19.2 

Electric  utilities 

5.8 

75 

12.9 

Pharmaceuticals 

2.0 

49 

27.9 

Food  processing 

2.0 

.  48 

24.2 

Retailing 

1.3 

24 

20.0 

Health  care  svcs 

0.2 

4 

24.3 

Software 

0.2 

8 

44.4 

BY  ROBERT  J.  SHERWOOD 


It  is  not  just  high  stock  prices  that  are 
driving  the  dividend  yield  on  the  s&P 
500  to  a  record  low  (recently  2.03%). 
It  is  also  the  fact  that  corporations  are 
being  stingy  with  their  dividends. 
According  to  Arnold  Kaufman,  editor 
of  Standard  &  Poor's  Outlook 
newsletter,  the  payout  ratio  on  the 
s&P  500  is  at  a  record  low  of  37%  of 
aftertax  earnings. 

Lehman  Brothers'  chief  investment 
strategist,  Jeffrey  Applegate,  says 
more  companies  are  using  retained 
earnings  to  buy  back  stock.  In  most 
cases  this  enhances  the  value  of  a 
shareholder's  investment  without 
subjecting  him  to  high  rates  of 
income  taxation  on  dividends.  If  the 
shareholder  needs  cash  he  can  sell 
some  stock,  and  probably  pay  much 
lower  capital  gain  tax  rates. 

The  table  below  (left)  lists  ten  div- 
idend-paying stocks  whose  strong 
cash  flow  and  modest  leverage  make 
them  candidates  for  share  buybacks. 
The  second  table  lists  dividend- 
paying  stocks  that  have  gone  public 
in  the  last  three  years.  All  have  payout 
ratios  below  44%  and  relatively  low 
debt-to-equity  ratios,  which  suggests 
that  there  is  room  for  future  dividend 
increases — or  stock  repurchases. 


Buyback  candidates 


IPOs  that  might  increase  their  dividends 


Company/industry 

Yield 

Est 
'96  EPS 

%  chg 

Estimated 
payout 
ratio3 

Company/industry 

Price 

Yield 

Payout 
ratio4 

Callaway  Golf/golf  clubs 

0.8% 

22 

14% 

AVX/electronics 

215/8 

1.0% 

15% 

Cintas/sells  &  rents  uniforms 

0.4 

19 

13 

Case/farm  equipment 

46  Vi 

0.4 

5 

Gap/apparel  stores 

1.0 

28 

19 

Executive  Risk/liability  insurance 

417/8 

0.2 

4 

WW  Grainger/distributes  industrial  equip 

1.3 

12 

25 

J&L  Specialty  Steel/stainless  steel 

11 

3.6 

44 

Intel/semiconductors 

0.2 

33 

4 

Martin  Marietta  Materials/building  materials 

235/8 

2.0 

30 

Lancaster  Colony/food  processing 

1.7 

16" 

23*  :' 

Norrell/personnel  services 

24  % 

0.6 

15 

Medtronic/health  care  products 

0.6 

21 

17 

Reliance  Steel  &  Aluminum/steel  &  aluminum 

36  ^ 

0.3 

4 

Molex/electronic  switches  &  connectors 

0.2 

14* 

4* 

Riviana  Foods/food  processing 

147/8 

2.7 

34 

Sigma-Aldrich/specialty  chemicals 

0.7 

11 

15 

Security-Connecticut/life  insurance 

32^ 

1.5 

13 

Wausau  Paper  Mills/forest  products 

1.1 

27* 

15* 

Western  National/life  insurance 

18 

0.9 

21 

Dividend  data  as  of  10/31/96.  Prices  as  of  11/8/96.  Yield  on  30-year  Treasurys  adjusted  for  inflation  using  the  trailing  12  months'  increase  in  the  Consumer  Price  Index. 
Capitalization-weighted.  Dividends  divided  by  net  income;  all  extraordinary  items  are  excluded.  Indicated  dividend  divided  by  estimated  1996  earnings  per  share.  Indicated 
dividend  divided  by  latest  12  months'  earnings.  *Based  on  1997  estimates.  Sources:  Market  Guide  Database  Service  via  OneSource  Information  Services;  IBES  Express;  Standard 
&  Poor's  Dividend  Record. 
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The  hole 


□  A  cork. 


□  A  committee. 


□  A  protest. 


□  A  first. 


A  home  air  conditioning 
system  that's  efficient,  chlo- 
rine-free and  ozone-friendly. 

It's  from  Carrier.  And  it  will 
be  a  must  for  new  homes  and 
replacement  systems  as  well. 

It  looks  like  chlorine-free 
air  conditioning  —  and  the 

whole  climate-control  industry  —  will  grow  mightily  in  the  years  ahead.  Especially  in  the 
emerging  markets  in  warmer  regions  of  the  world. 

None  of  this  is  a  surprise  to  Carrier,  which  launched  the  air  conditioning  industry  in  1915, 
and  has  been  reinventing  it  right  down  to  this  ozone-saving  breakthrough. 

Because  today,  being  ozone-friendly  is  cool. 


%  United 
Technologies 


Otis    Carrier    Pratt  &  Whitney    Sikorsky    Hamilton  Standard    UT  Automotive 


■Jimui»'.^i,n  'iviiiinnEJ 
STREETWALKER 


Up  from  the  depths 

McDermott  Interna- 
tional (mdr),  the  venera- 
ble oil  services  company,  has  been 
dead  in  the  water.  Shares  in  the  $3.3 
billion  (1996  sales)  company  have 
dropped  from  around  29  in  early 
1995  to  a  recent  17%  on  the  NYSE. 
Why?  McDermott  has  made  money 
in  only  three  of  the  past  ten  years, 
the  company  has  no  permanent 
chief  executive  officer  and  it  recently 
slashed  its  dividend. 

Time  to  buy,  says  Russell  Hoff- 
man, a  managing  director  at  Bear, 
Stearns.  As  an  asset  play,  mdr  is  a 
steal.  Besides  owning  Babcock  & 
Wilcox,  one  of  the  world's  leading 
boiler  makers,  MDR  has  a  60%  stake 
in  offshore  platform  manufacturer 
J.  Ray  McDermott  S.A.  (JRM), 
whose  NYSE  shares  recently  fetched 

Telehype 

Companies  in  the 

^    so-called  tele- 
phone-based services 
business  have  hot- 
wired the  IPO 
market.  One  to 
short  is  TeleTech 
Holdings  (TTEC). 
The  Nasdaq 
shares  are  easy  to 
borrow. 

The  $150  mil- 
lion (1996  sales) 
company  went 
public  in  August 
at  14M  a  share. 
Just  three 
months  later  it 
floated  another  4 
million  shares  at 
31.  Although  down 
some  from  its  40%  high,  TeleTech's 
stock  recently  traded  at  33%,  around 
158  times  1996  earnings.  Its  market 
value  is  $1.9  billion,  13  times  sales. 

TeleTech  says  it  offers  "solutions 
for  telephone-  and  Internet-based 
customer  care."  Sound  hip?  Smoke 
and  mirrors,  say  industry  sources. 
This  is  no  full-fledged  data-mining 
company,  gathering  customer  pro- 
files for  databases  and  advising  com- 
panies on  how  to  use  the  informa- 
tion. TeleTech's  business,  in  plain 
English,  is  answering  phones — 


26%.  McDermott's  sales,  not  count- 
ing those  generated  by  JRM,  are 
almost  double  jrm's,  yet  both  com- 
panies have  market  capitalizations 
of  around  $1  billion. 

Buying  McDermott  at  around  18 
gives  you  45%.  of  one  J.  Ray  share — 
a  $12  value.  Add  in  McDermott's 
cash  holdings  of  $4.70  a  share,  and 
you  get  the  rest  of  the  company  for 
a  little  more  than  $1  per  share. 

McDermott  will  get  a  new  chief 
executive  officer  in  the  next  few 
months;  then,  Hoffman  believes,  its 
stock  will  come  to  life.  MDR  should 
show  a  profit  next  September, 
thanks  to  increased  demand  for  off- 
shore drilling  platforms.  Hoffman 
thinks  the  stock  will  trade  around 
35  a  year  from  now,  almost  double 
today's  price. 

-Caroline  Waxler 


specifically,  calls  generated  by 
advertisements  or  Web  pages 
that  list  800  numbers  to  call  for 
help  or  information. 

TeleTech  brags  of  recendy 
winning  a  big  contract  from 
the  U.S.  Postal  Service,  but 
the  $65  million  deal  is 
thought  to  carry  a  9% 
margin — well  below 
|    ttec's  13%  operating 
S    margin  in  the  third  quar- 
°    ter.  Few  of  TeleTech's 
competitors  bid 
on  the  project. 
TeleTech's  other 
clients  are  in  flux: 
Contracts 
accounting  for  one- 
third  of  the  company's 
1995  sales  had  terms  of 
one  year  or  less.  Earlier  this 
year  TeleTech  also  lost  its  second- 
biggest  client,  Continental  Airlines. 
The  airline  accounted  for  18%  of  the 
company's  1995  sales. 

The  industry  is  wary  of  slick  Chief 
Executive  Ken  Tuchman,  37,  new  to 
The  Forbes  Four  Hundred.  He's 
sold  stock  in  both  offerings,  taking 
out  nearly  $100  million  in  six 
months.  Famed  investor  Sam  Zell  is 
a  TeleTech  board  member.  But  Zell 
also  has  been  taking  profits — he's 
dumped  about  one -fifth  of  his  hold- 
ings, grossing  around  $25  million. 


If  TeleTech  traded  at  40  times 
earnings— the  multiple  investors 
give  to  genuine  data-mining  compa- 
nies— its  stock  would  crater  50%,  to 
around  17.  We  don't  know  when 
investors  will  wake  up,  but  we're 
fairly  sure  they  will.  -C.W. 

Printing  money 

^^^^   Printing  postage  stamps, 
bank  checks,  lottery  and 
sporting  event  tickets — so-called 
security  printing — used  to  be  pri- 
marily the  job  of  big  banks  and  gov- 
ernment agencies.  No  longer;  the 
business  is  getting  more  complex, 
thanks  to  sophisticated  forgeries, 
and  the  private  sector  can  do  it 
more  cheaply. 

A  leader  in  the  business  is  a 
Toronto  outfit,  MDC  Communica- 
tions. The  company,  $173  million  in 
estimated  1996  sales,  is  a  buy,  says 
Oppenheimer  &  Co.  analyst 
Edward  Atorino.  At  a  recent  9lA,  he 
sees  the  AMEX-listed  stock  rising  to 
above  1 5  in  the  next  year. 

MDC  is  in  three  businesses:  securi- 
ty printing,  direct  marketing  and 
advertising.  Security  printing  gener- 
ates 52%  of  mdc's  revenues  and  72% 
of  its  operating  profits,  mdc's  sales 
have  gone  from  $15  million  in  1991 
to  an  expected  $255  million  in 
1997,  mostly  owing  to  acquisitions. 

MDC  is  the  largest  printer  of 
checks  in  Canada,  but  rhost  of  its 
growth  is  coming  from  foreign 
countries.  The  recent  purchase  of 
Davis  &  Henderson  printers  has 
made  MDC  the  fourth-largest  printer 
of  personal  checks  in  America — a 
$2-billion-a-year  industry.  A  1994 
acquisition  brought  MDC  a  five-year, 
$125  million  contract  to  print  some 
8  billion  stamps  for  the  U.S.  Postal 
Service.  The  company  just  won  an 
$8  million  contract  to  print  postage 
and  excise  stamps  for  Hong  Kong, 
Singapore  and  Thailand. 

Competition?  Security  printing 
is  done  by  only  a  handful  of  com- 
panies. Most  larger  printers  such  as 
R.R.  Donnelley  and  Quebecor  are 
not  looking  to  expand  in  this  busi- 
ness, says  Atorino.  That  leaves 
opportunities  for  mdc.  The  com- 
pany can  also  pursue  more  con- 
tracts in  airline  and  lottery  ticket 
printing. 
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Atorind  sees  mdc  earning  44 
cents  a  share  this  year  and  77  cents 
next,  up  from  4  cents  in  1995.  That 
gives  it  a  p/e  ratio  of  22,  roughly 
two-thirds  that  of  check-printing 
giant  Deluxe  Corp.  , 

-Stephen  S.  Johnson 

Seismic  shift 

Input/Output,  Inc.,  the 
$278  million  (sales)  maker  of 
seismic  data  equipment  for  oil  and 
gas  exploration,  has  been  on  a  roll. 
With  petroleum  companies  hunting 
for  new  reseryes,  io's  earnings  rose 
more  than  40%  this  year,  to  94  cents 
a  share.  Bulls  on  the  stock,  which 
rocketed  from  a  low  of  22  earlier 
this  year  to  4Q  in  May,  see  io  earn- 
ing $1.20  in  1997. 

Dream  on,  isays  Robert  Olstein, 
manager  of  the  $120  million  Olstein 
Financial  Alerjt  Fund.  His  fund 
has  shorted  the  shares.  They  are 
borrowable. 

At  a  recentj  28/4,  the  NYSE  stock 
trades  at  30  tjimes  earnings.  The 
Stafford,  Texl.  company's  financial 
position  is  weakening,  and  it's 
taking  on  greater  risk  to  maintain 
sales  growth.;  io  shares  could  skid  to 
15  within  thi  year,  says  Olstein, 
especially  if  earnings  disappoint. 

In  the  1996  fiscal  year  ending 
May  31,  IO  guaranteed  $30  million 
of  its  installment  sales  with  third- 
party  financing  sources,  more  than 
double  what  (it  guaranteed  a  year 
earlier.  If  the  buyer  defaults,  io  has 
to  cover  what's  still  owed  on  the 
contract,  io  has  also  relaxed  its  sales 
terms  in  Russia,  where  it  has  been 
doing  big  business:  It  used  to  get 
half  the  equipment's  cost  up  front; 
now  it  asks  only  15%. 

During  the'  first  quarter  of  fiscal 
1997,  long-term  receivables  and 
trade  notes — :he  paper  IO  takes  back 
from  customc  rs  who  finance  their 
purchases — ballooned  to  $68  mil- 
lion, a  51%  pop.  Operating  cash 
flow  was  a  negative  $26  million 
during  the  quarter,  up  from  a  nega- 
tive $6  million  a  year  ago.  And 
long-term  debt — taken  on  to 
upgrade  io's  manufacturing — went 
from  zero  to  $11.7  million.  This 
year  debt  is  forecast  to  climb  anoth- 
er $26.5  millipn  to  cover  additional 
capital  expenses.  -S.S.J,  HI 
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New  signs 
are  not 
enough. 


Ever  notice  how  many  financial  institu- 
tions introduce  new  asset  management 
services  and  call  it  private  banking? 

At  Bank  Julius  Baer  private  banking 
has  been  our  core  business  since  1890. 
We  provide  individually  structured 
portfolios  for  clients  around  the  globe. 

International  wealth  management  is 
our  strength.  Personalized  service  is 
our  commitment.  Just  call: 

New  York: 

Balz  Eggimann  (212)  297  36  00 
Palm  Beach: 

Michael  Blank  (407)  659  44  40 
Los  Angeles: 

Pius  Kampfen  (310)  286  02  01 
Montreal: 

Karel  Nemec  (514)  395  20  20 

JBp°B 


BANK  JULIUS  BAER 

The  Fine  Art  of  Swiss  Private  Banking 

Group  Presence:    Zurich    Geneva    London    New  York    Frankfurt    Lugano    Monaco  Guernsey 
Montreal    Grand  Cayman    Palm  Beach    Los  Angeles   San  Francisco    Mexico    Hong  Kong 

http://www.juliusbaer.com 


T.  ROWS  PRICE  HEALTH  SCIENCES  FUND: 


A  DYNAMIC  APPROACH 
TO  LONG-TERM  GROWTH 


T.  Rowe  Price  Health  Sciences  Fund  seeks  to  take  advantage  of  the 
dynamic  changes  now  shaping  the  health  sciences  field.  Baby  boomers 
are  aging,  and  their  demand  for  health-related  goods  and  services  will 
increase.  Technological  advances  are  reshaping  medical  treatment  and 
inspiring  new  research.  The  future  holds  promise  of  further  important 
developments,  offering  opportunities  for  investors  seeking  aggressive 
long-term  growth. 

The  fund  invests  across  a  wide  range  of  products,  services,  and 
industries  in  the  health  sciences  field — from  pharmaceuticals  and 
biotechnology  to  nursing  homes  and  agriculture — to  take  advantage 
of  these  exciting  opportunities. 

The  risk  of  investing  in  this  field  are  commensurate  with  the  rewards. 
$2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-541-6139 


Invest  With  Confidence 

T.Roweftice 


Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it 
carefully  before  vou  invest  or  send  money.  T.  Roue  Price  Investment  Services.  Inc..  Distributor.  HSF032937 


PORTFOLIO  STRATEGY 


For  your 

Christmas 
shopping  list 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a 
Woodside,  Calif.-based 
money  manager. 
His  third  book  is 
100  Minds  that 
Made  the  Market. 


Christmas  is  coming.  Call  1-800-575-9255 
right  now.  Have  them  rush  you  a  Financial 
Insiders  Catalog  of  Wall  Street  Creations.  It's 
the  darnedest  collection  of  neat  financial  gift 
items  anywhere — all  available  by  credit  card 
and  800  number. 

Maybe  you  like  bull -and -bear  accessories 
like  neckties,  business  card  cases,  bookends, 
letter  openers  or  towels.  All  here.  Stock  cer- 
tificates, classic  financial  artwork — even  invest- 
ment greeting  cards. 

Haven't  yet  found  all  the  presents  you  want 
for  investor  friends  and  associates?  Call  1-800- 
272-2855.  Order  the  Traders'  Library  Cata- 
log for  a  wide  selection  of  hard-to-find  invest- 
ment books.  It  has  lots  of  those  I  have 
suggested  over  the  years,  including:  Reminis- 
cences of  a  Stock  Operator  by  Edwin  Lefevre 
($19.95);  The  Warren  Buffett  Way  by  Robert 
Hagstrom  Jr.  ($24.95);  Investment  Psychology 
Explained  by  Martin  Pring  ($29.95);  the  leg- 
endary The  Intelligent  Investor  by  Benjamin 
Graham  ($35);  and  Security  Analysis  by 
Graham  and  Dodd  ($65). 

Calling  1-800-927-8222  will  get  you  the 
Traders  Press  catalog,  stuffed  with  invest- 
ment-oriented gift  novelties  and  books.  I  have 
bought  more  from  this  catalog  over  the  years 
than  from  the  first  two.  All  three  of  these  cat- 
alogs are  great  and  free. 

For  years  my  pre-Christmas  column  was  a 
"best  of'1  critique  of  the  year's  new  invest- 
ment books.  Not  this  year.  Couldn't  find  any. 
Most  investment  books  I  have  seen  since 
1994  remind  me  of  Bill  Clinton:  a  good-look- 
ing cover,  great  sound  bites — but  when  you 
get  inside,  no  real  content. 

But  there  are  a  couple  of  exceptions. 
Aswath  Damodaran's  new  Investment  Valua- 
tion, from  John  Wiley,  deserves  real  estate  on 
any  great  investor's  bookshelf.  It  is  a  virtual 
bible  on  valuation,  focusing  primarily  on  tech- 
niques on  how  to  value  firms,  and  in  more 
depth  than  most  investors  will  ever  need;  but 
it  also  covers  real  estate,  bonds  and  options.  If 
you  hate  math,  this  book  gets  tedious  in 
places — just  skip  those.  If  it  isn't  in  your 
bookstore,  order  it.  It  will  set  you  back  $60. 


Hate  math?  Then  you  will  like  James  Dines' 
self-published  new  book,  Mass  Psychology 
($59,  Box  22,  Belvedere,  Calif.  94920).  To 
me,  finance's  frontier  is  what  academics  call 
"behavioralism" — the  psychology  of  what 
people  do  with  investment  tools,  as  opposed 
to  traditional  finance,  which  simply  analyzes 
the  tools  themselves.  Yes,  no-load  funds  beat 
load  funds,  but  investors  in  load  funds  beat 
investors  in  no-loads.  A  paradox?  No,  but  it 
took  academics  more  than  30  years  to  figure 
out  that  people  who  pay  loads  are  less  likely  to 
engage  in  costly  in-and-out  trading.  Some- 
times how  tools  are  used  is  more  important 
than  the  tools  themselves.  Dines  jumps  into 
the  psychology  of  it  all,  warning  that  many  of 
us  harbor  a  deep-seated  desire  to  lose.  His 

Almost  anyone  would  be 
wowed  with  a  gift  of  100 
shares  of  Matsushita. 


exposition  on  gambler  psychology  and  invest- 
ing is  classic. 

Some  final  gift  suggestions  more  in  my 
usual  line: 

This  year  skip  the  consumer  electronics 
gifts.  Almost  anyone  would  be  wowed  instead 
by  a  gift  of  100  shares  of  Matsushita  (168, 
MC),  the  world's  largest  consumer  electronics 
manufacturer.  It  sells  for  55%  of  annual  rev- 
enue, 95%  of  book  value  and  about  17  times 
what  I  expect  as  1998  earnings.  This  gift  will 
be  much  more  appreciated  in  the  future. 

So  will  Kubota  (120,  kub),  Japan's  largest 
farm  equipment  manufacturer.  The  stock  may 
not  seem  so  cheap,  but  it  has  some  surprise 
hidden  assets  inside  the  wrapping.  Give  this 
stock  to  someone  who  can  hold  it  for  years. 
Kubota's  adrs  trade  very  thinly  and  some- 
times not  at  all. 

A  few  other  stocking  staffers:  Finnish  tele- 
com manufacturer  Nokia  (51,  nok/a);  Nor- 
wegian natural  resources  maker  Norsk  Hydro 
(49,  nhy);  klm  Royal  Dutch  Airlines  (25, 
klm),  which  is  also  cheaper  than  it  seems 
because  it  owns  pieces  of  other  lines — like 
25%  of  Northwest  Airlines.  BH 
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WALL  STREET  IRREGULAR 


It's  the  economy, 
stupid 


BY  MARK  HULBERT 


Mark  Hulbert 
is  editor  of  the 
Alexandria,  Va. -based 
Hulbert  Financial 
Digest,  a  monthly 
service  that  monitors 
the  performance 
of  investment 
advisory  letters. 
hfd@delphi.com 


Like  just  about  everyone  else,  the  best-per- 
forming investment  letters  reacted  to  the  pres- 
idential election  with  a  big  yawn.  Richard 
Band,  editor  of  Richard  Band's  Profitable 
Investing,  in  fourth  place  over  the  last  five 
years  on  a  risk-adjusted  basis,  sums  it  up 
nicely,  writing:  "Politics  won't  drive  the  mar- 
kets in  1997.  The  economy  will."  Once  the 
postelection  rally  is  over,  "investors  will  go 
back  to  focusing  on  the  usual  nitty-gritty  news 
about  economic  growth,  corporate  earnings 
and  the  cost  of  living." 

But  wait  a  minute:  This  flies  in  the  face  of 
the  much-vaunted  presidential  election  year 
cycle,  which  holds  that  the  stock  market  is 
highly  dependent  on  where  we  stand  in  the 
four- year  cycle  leading  up  to  the  next  election. 
But  the  top-performing  letters  don't  believe 
that  cycle  has  much  validity.  For  example, 
Gerald  Appel,  editor  of  Systems  &  Forecasts, 
one  of  the  top  timers  over  the  last  decade, 
concludes  that  "the  presidential  election  year 
cycle  seems  to  have  lost  its  force." 

This  skepticism  is  a  major  distinguishing 
characteristic  of  the  top-performing  letters. 
Among  the  poorer-performing  investment 
letters  I  monitor,  in  contrast,  some  take  the 
election-cycle  theory  seriously  but  vary  all 
over  the  lot  on  how  they  read  it.  Needless  to 
say,  the  cycle  has  little  intrinsic  predictive 
power  if  it  can  be  interpreted  in  such  widely 
varying  ways. 

For  reasons  that  have  nothing  to 
do  with  the  outcome  of  the 
presidential  election,  many  of  the 
top-performing  market  letters 
are  currently  very  bearish. 

My  favorite  current  example  appears  in 
Marco's  Small  Stocks.  Editor  Margo  Parrish 
writes  that  "historically,  when  a  Democrat 
is  reelected,  the  following  year  usually 
declines."  This  argument  doesn't  stand  up  to 
statistical  scrutiny,  however,  since  only  two 
Democratic  presidents  prior  to  Clinton  have 
been  reelected  this  century.  Sure,  the  stock 
market  went  down  after  Woodrow  Wilson 
and  Franklin  Roosevelt  were  reelected,  but  so 
what?  Any  conclusion  based  on  such  a  small 


sample  is  virtually  meaningless. 

As  George  Putnam,  editor  of  the  top-per- 
forming Turnaround  Letter,  says,  all  that 
analyses  such  as  Parrish's  "demonstrate  is  that 
you  can  use  historical  data  to  prove  anything 
you  want."  Or,  as  the  presidential  candidate 
40  years  ago,  Adlai  Stevenson,  used  to  say 
mockingly,  "Here's  the  conclusion  on  which 
I'll  base  my  facts." 

Note  that  the  top  performers  aren't  saying 
the  market  won't  go  down  next  year.  Rather, 
their  point  is  that  whatever  the  market  does 
next  year  will  not  be  because  of  the  presiden- 
tial election  cycle. 

Okay,  forget  the  election  and  election 
cycles.  What  are  the  top-performing  letters 
seeing  ahead? 

We'll  start  with  the  letter  that  leads  among 
all  those  the  HFD  has  tracked  since  mid- 1980: 
the  Value  Line  Investment  Survey.  Currently 
Value  Line  is  advocating  50%  of  subscribers' 
portfolios  be  invested  in  cash.  That  is  the  least 
bullish  this  service  has  been  since  mid- 1988, 
which  is  when  it  first  began  recommending 
specific  cash  allocations. 

Let's  move  on  to  Investors  Intelligence,  the 
top  risk-adjusted  performer  over  the  last 
decade  for  pure  stock  market  timing.  Editor 
Michael  Burke  currently  is  advising  equity 
portfolios  to  be  just  20%  invested,  with  80% 
in  money  market  funds.  This  is  the  least  bull- 
ish he's  been  in  five  years. 

Or  take  Gerald  Appel's  Systems  &  Forecasts, 
which  is  just  behind  Burke's  letter  for  market- 
timing  performance  over  the  last  decade. 
Appel  is  best  known  for  his  short-term 
market-timing  model  that  is  known  as  Time 
Trend,  which  currendy  is  bullish.  But  it  issues 
a  new  signal  every  three  weeks  on  average,  so 
its  current  bullish  status  tells  us  nothing  about 
the  stock  market  in  1997.  For  that  we  need  to 
turn  to  Appel's  longer-term  timing  model, 
which  currendy  is  negative . 

Which  stocks  do  the  best  performers  like 
right  now  for  that  portion  of  your  portfolio 
that  remains  invested  in  equities?  Eight  stocks 
are  recommended  currently  by  two  or  more 
of  those  letters  that  have  beaten  a  buy-and- 
hold  over  the  last  decade.  They  are:  Bush 
Industries  (recent  price,  16),  Cascade  Com- 
munications (76,  o-t-c),  Cisco  Systems  (66, 
o-t-c),  Fila  Holdings  (82,  adrs),  Lewis  Galoob 
Toys  (28),  Microsoft  (83,  o-t-c),  Nike  (145) 
and  Security  Dynamics  (83,  o-t-c).  ■ 
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Did  you  know  that  seven  foreign  stock  markets  have  outpaced  the  U.S.  stock 
market  over  the  past  10  years?*  Smart  investors  realize  investing  a  portion  of  their 
assets  overseas  makes  sense.  The  question  is  how. 

Consider  a  proven  investment  strategy.  AIM  International  Equity  Fund's  profes- 
sional management  team  searches  worldwide  to  find  companies  whose  earnings 
are  growing.  It's  the  same  earnings-driven  discipline  that  guides  all  of  AIM's 
equity  funds.  Over  time,  it's  been  a  discipline  that's  worked.  Just  check  our  record. 

Of  course,  past  performance  can't  guarantee  comparable  future  results.  Interna- 
tional investing  can  pose  greater  risks  compared  with  U.S.  investments.  The  Fund's 
share  price  will  fluctuate  with  market,  currency  and  political  climates.  With  these 
risks,  however,  also  is  the  opportunity  for  greater  rewards  and  greater  diversifica- 
tion than  investing  solely  within  the  United  States. 

For  more  complete  information,  including  charges  and  expenses,  ask  your 
financial  consultant  for  a  free  prospectus  and  Investors  Guide.  Please  read  the 
prospectus  carefully  before  you  invest  or  send  money. 


*  Source:  Morgan  Stanley  International  Perspective,  through  September  30,  1996.  Performance  results  are  historical  and  include  reinvestment  of  all  distributions, 
changes  in  net  asset  value  and  maximum  5.50%  sales  charges.  Investment  return  and  principal  value  will  fluctuate  so  that  an  investor's  shares,  when  redeemed, 
[may  be  worth  more  or  less  than  their  original  cost.  Performance  for  Class  B  shares,  which  began  on  9/15/94,  will  differ  due  to  a  difference  in  sales  charge  struc- 
ture and  Fund  expenses.  A  I  M  Distributors,  Inc.  10/96. 


CALL  FOR  YOUR  FREE  INVESTOR  GUIDE 


1-800-246-4246 


www.aimfunds.com 
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STOCK  TBf  mS 


The  Louvre,  yes, 
the  Bourse,  no 


BY  LAS2L0  BIRINYI  JR. 


Laszlo  Birinyi  Jr.  is 
president  of 
Birinyi  Associates,  a 
Greenwich,  Conn.- 
based  financial 
consulting  firm. 


With  the  presidential  election  thankfully 
past,  it's  nearing  that  time  of  year  when 
investors  will  be  inundated  with  surveys,  out- 
looks and  previews.  Go  ahead.  Glance  at 
them.  But  do  not  take  them  seriously. 

For  any  number  of  reasons,  long-term  fore- 
casting is  fraught  with  peril.  This  is  especially 
true  in  the  stock  market,  which  is  buffeted  by 
constant  changes  in  economic  and  fiscal 
policy,  politics,  sentiment,  attitudes  and  a 
wide  variety  of  other  forces.  Where  the  crys- 
tal-ball gazing  has  a  use,  it  is  this:  When  the 
forecasts  show  a  certain  unanimity,  it  is  often 
smart  to  bet  against  that  unanimity.  Going 
into  1995,  for  example,  the  overwhelming 
opinion  on  bonds  was  that  8%  was  the  low, 
and  one  noted  economist  advised  consumers 
to  nail  down  their  mortgages  while  there  was 
still  some  (limited)  time  to  do  so. 

As  it  turned  out,  8%  was  the  high,  not  the 
low,  which  was  close  to  6%.  The  consensus 
wasn't  much  better  on  the  stock  market  as 
1995  dawned.  Moving  on  to  1996,  the  fore- 
casts were  for  only  a  so-so  year  in  the  stock 
market.  Wrong  again — and  I'm  sorry  to  admit 
I  was  among  those  who  were  wrong. 

What  will  the  sages  be  saying  as  1996  fades 

Where  crystal-ball  gazing  has  a  use, 
it  is  this:  When  the  forecasts  show  a 
certain  unanimity,  it  is  often  smart 
to  bet  against  that  unanimity. 

into  history?  I'll  make  a  strong  guess:  They 
will  advise  investing  overseas,  especially  in 
Asia.  They  will  point  out  convincingly  that  in 
the  two  latest  bull  markets,  1987-90  and 
1990  to  the  present,  foreign  stocks  have 
lagged  the  Djl  and  are  due  to  catch  up. 

But  before  acting  on  this  advice  and  rush- 
ing out  to  send  a  lot  of  money  overseas,  stop 
for  a  moment.  When  buying  a  stock  in  the 
U.S.  you  must  be  right  on  the  stock,  and,  to  a 
lesser  degree,  the  industry  and  the  market. 
Going  overseas  adds  yet  another  layer  to  ana- 
lyze— currency.  I  have  always  espoused  a  rule 
of  thumb:  Every  arithmetical  increase  in  the 
number  of  investment  variables  leads  to  a  geo- 
metric increase  against  the  probability  of 
being  correct.  Being  right  twice  in  a  row  is 


twice  as  hard  as  being  right  once.  But  being 
right  the  third  time  is  300%  harder. 

Take,  for  example,  the  Swiss  market  that, 
like  England  and  Germany,  has  traded  to  new 
highs  this  year.  While  your  friends  in  Zurich 
have  gained  13%,  your  gain,  after  adjusting  for 
the  dollar's  rise,  is  just  4%. 

If  you,  nevertheless,  insist  on  sending  some 
money  elsewhere,  look  for  companies  that  truly 
are  unique.  Hermes  (260),  for  example,  makes 
silk  ties  and  scarves  that  are  distinctive  and 
known  to  investment  bankers  from  Sydney  to 
Moscow.  I  own  the  stock  and  have  seen  it 
double  (in  francs  at  least)  since  March  1995.  I 
don't  expect  it  to  double  again,  but  owning  a 
few  shares  might  at  least  make  it  more  palatable 
for  you  to  spend  $275  for  your  wife's  scarf  this 
Christmas  or  justify  yet  another  $125  tie  for 
yourself.  (All  stock  prices  are  in  U.S.  dollars.) 

Leica  (34)  is  the  premier  name  among  pro- 
fessional photographers  and  was  a  recent  IPO 
in  Germany.  It  carries  a  p/e  of  21,  or  one- 
third  that  of  Japan's  Nikon.  Rolex  is  a  private 
company,  but  one  Swiss  watchmaker  that  isn't 
is  smh  (651),  best  known  for  its  Swatches. 
Again,  a  dominant  company  worldwide.  But 
again,  not  a  secret.  It  went  from  700  Swiss 
francs  in  January  to  900  in  June.  It  might  be  a 
good  long-term  investment,  but  I  do  not  rec- 
ommend it  for  the  next  six  months. 

There  are  an  abundance  of  foreign  car- 
makers, but  they  compete  with  each  other  as 
well  as  with  Detroit.  One  that  has  a  niche  is 
Porsche  (687),  whose  Boxster  model's  early 
reviews  are  positive.  But  neither  the  car  nor 
the  preferred  stock  (the  common  shares  aren't 
listed)  is  cheap. 

There  are  two  great  dangers  in  foreign 
issues.  The  first  is  currency.  The  second  is 
pricing  and  market  efficiency.  Or  the  lack 
thereof.  And  this  is  especially  true  in  mutual 
funds  and  derivatives.  You  might  recall  my 
year-end  1993  recommendation  that  investors 
short  Hong  Kong  using  warrants. 

It  was,  as  things  turned  out,  a  good  call  but 
one  that  lost  money.  The  market  was  to  go 
down  30%  in  1994,  but  the  puts,  which  are 
supposed  to  go  the  other  way,  did  not.  In  fact 
the  puts  also  went  down  30%. 

So  consider  Asia  and  Europe  for  vacations, 
or  for  broadening  your  outlook  on  life.  Not 
for  investing.  Investing  abroad  was  a  good 
idea  for  Americans  15  years  ago  but  not  one  I 
would  recommend  today.  M 
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tcby  offers  to 
Share  dividends  with 
other  companies. 


HERREN 

President  and  Chief  Opejj 


"No,  we  haven't  lost  our  minds.  But  we 
have  found  a  charitable  partner  who  has  given  us 
tremendous  returns.  So  much,  in  fact,  that  we'd  like 
other  companies  to  realize  the  returns  an  association 
with  UCP  -  United  Cerebral  Palsy  --  can  bring." 

"For  nearly  50  years,  UCP  has  been  creating 
opportunities  for  people  with  disabilities.  Working 
with  them  to  realize  their  full  potential." 

"TCBY  has  been  a  partner  with  UCP  for  10 
years.  Over  the  years,  this  association  has  had  an 


immeasurably  positive  impact  on  our  franchisees 
and  employees:  goodwill  from  consumers, 
satisfaction  from  giving  back  to  the  community, 
and  firsthand  experience  seeing  the  difference 
that  UCP  is  making  in  the  lives  of  children  and 
adults  across  the  country." 

"The  bottom  line  is  that  everyone  wins.  So, 
if  you  want  to  see  your  company  benefit  from  this 
kind  of  charitable  partnership,  call  UCP  —  United 
Cerebral  Palsv  —  today." 


ucp 

You  see  people.  We  see  promise. 


FOR  MORE  INFORMATION  ON  BECOMING  A  CORPORATE  SPONSOR,  CALL  1-800-944-4UCP 


Sponsored  by  the  UCP  Volunteer  Corporate  Advisory  Committee 


Dancing  with  gorillas 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an 
economist  and  chair- 
man of  Rutledge  &  Co., 
a  merchant  bank  in 
Greenwich,  Conn. 
rutledgeco@aol.com 


Over  the  years  I  have  learned  that  every  new 
management  buzzword  brought  into  the 
boardroom  reduces  shareholder  value  by  10%. 
Last  year's  buzzword  was  paradigm  shift, 
which  basically  says  that  everything  we  did 
before  is  wrong  now,  but  it  isn't  our  fault. 

This  year's  phrase  is  strategic  partnering  or, 
as  they  say  in  California,  becoming  one  with 
your  customers.  All  over  the  country  man- 
agers are  embracing  their  large  customers, 
shading  information  from  their  financial 
accounts  and  agreeing  to  multiyear  sales 
agreements  at  profit  margins  of  one-third  to 
one-half  lower  than  normal. 
.  Partnering  with  a  gorilla  is  the  quickest  way 
'to  increase  sales,  but  when  you  dance  with  a 
gorilla,  the  gorilla  always  leads. 

Wave  after  wave  of  downsizing,  restructur- 
ing and  consolidation  since  1980  has  left 
many  industries  dominated  by  a  few  large 
companies.  Those  big  companies  want  to 
exercise  their  enhanced  market  power  every 
way  they  can.  One  way  is  by  reducing  the 
number  of  suppliers,  sometimes  to  only  one 
or  two  and  to  work  with  them  intensively  to 
get  quality  and  delivery  schedules  right. 

For  good  or  bad,  strategic  partnering  is 
not  going  to  go  away,  but  if  your  company 
finds  itself  propositioned  by  a  gorilla,  here 
are  some  lessons  I  have  learned  that  may  be 
useful  to  you. 

Lesson  one:  Don't  let  him  squash  your 
margins.  When  a  big  customer  approached 
one  of  our  companies  to  submit  a  proposal  to 
become  its  sole  supplier,  our  managers  came 
up  with  a  plan.  We  could  reduce  our  normal 
23%  gross  profit  margins,  do  the  extra  busi- 
ness for  only  16%  and  still  earn  over  30%  on 
the  additional  capital  employed. 

Fortunately,  we  looked  deeper.  The  man- 
agers were  counting  only  the  marginal  costs  of 
doing  the  extra  business.  For  example,  if  the 
project  utilized  an  expensive  machining  center 
at  less  than  full  capacity,  they  counted  the 
costs  of  the  additional  operator  hours  but  not 
the  capital  costs  of  the  machine. 

This  is  good  thinking  for  short-term  work, 
but  it  is  deadly  for  long-term  contracts.  All 
resources  used,  including  administration  and 
capital  charges,  need  to  be  included  when  you 
price  long-term  contracts.  When  figured  cor- 
rectly, the  returns  failed  our  company's  inter- 
nal hurdles.  We  raised  the  bid  to  the  cus- 
tomer. It's  still  our  customer. 


Lesson  two:  Think  return  on  capital,  not 
margin.  Many  partnering  arrangements  begin 
by  establishing  an  agreed-upon  gross  margin 
based  on  the  benefits  of  bigger  volume.  But 
more  volume  requires  more  plant,  equip- 
ment, inventories  and  the  like.  Make  sure  an 
adequate  return  on  this  capital  is  figured  in 
your  price. 

Lesson  three:  Be  careful  of  formulas  for 
setting  prices.  Lots  of  partnering  agreements 
include  language  designed  to  allow  the  seller 
to  pass  on  a  portion  (usually  half)  of  cost 
increases  to  the  customer,  and  requiring  that 
all  cost  reductions  be  passed  along  as  well. 
Unfortunately,  government  price  indexes  are 
notoriously  inaccurate  measures  of  your 
costs.  Don't  build  them  into  your  pricing 
agreements. 

Lesson  four:  Just  say  no  to  blackmail.  The 
managers  of  one  company  I  know  thought 
they  were  doing  a  very  good  job  supplying  a 
big  customer  with  products  at  reasonable 
prices.  Then,  just  as  they  were  ready  to  close  a 
merger  that  involved  valuing  the  company 
using  its  recent  cash  flow  numbers  and  book- 
ing of  business,  the  customer  pulled  the  rug 
out  from  under  them.  It  demanded  an  imme- 
diate 12%  across-the-board  price  reduction 
and  a  rebate  of  more  than  $2  million  on  past 
business — or  it  would  take  its  business  else- 
where. The  customer  knew  the  announce- 
ment of  the  lost  business  would  kill  the 
merger.  The  board  just  said  no  to  the  black- 
mail. It  didn't  lose  the  business. 

Lesson  five:  Keep  your  books  private.  Once  a 
customer  becomes  your  partner,  he  may  ask  to 
see  your  financials  or  to  audit  your  costs.  In  a 
friendly  voice,  tell  him  no.  Your  records  are  pri- 
vate. If  you  find  a  way  to  drastically  lower  your 
costs,  and  can  sell  products  to  your  customers 

This  year's  buzz  phrase  is 
strategic  partnering.  If  you 
do  it,  watch  your  wallet. 


at  prices  lower  than  your  competitors,  you  are 
entitled  to  make  high  returns  on  capital. 

Lesson  six:  At  the  end  of  the  day,  there  is 
only  one  sure  way  to  defend  against  price 
pressure  from  a  large  customer:  Have  the 
lowest  costs  in  town,  the  best  products  and 
the  best  service.  That  way  you've  got  the 
gorilla  where  you  want  him.  You've  also  got  a 
happy  gorilla.  ■ 
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Know  Us  By 
Our  Experience  in 

Billion  Dollar 
M&A  Transactions 


AirTouch 
Communications,  Inc. 

has  acquired 
the  remaining  60%  of 

Cellular 
Communications,  Inc. 

Lehman  Brothers 

CBI  Industries,  Inc. 

has  been  acquired  by 

Praxair,  Inc. 
Lehman  Brothers 


IMC  Global,  Inc. 

has  aquircd  through  merger 

The  Vigoro  Corporation 
Lehman  Brothers 


Ameritech  International, 

Inc.  and  Singapore 
Telecommunications  Ltd. 

Avis,  Inc. 

in  consortium  with 

Tele  Danmark  A/S 

has  been  acquired  by 

have  acquired  a 
50%  less  one  share  interest  in 

HPS  Incorporated 

Belgacom  SA. 

Lehman  Brothers 

Lehman  Brothers 

Loral  Corporation 

has  sold  its 
Defense  Operations 
to 

Lockheed  Martin 
Corporation 

nd  has  completed  the  spin-off  of 

Loral  Space  ii 
Communications  Ltd. 

Lehman  Brothers 


The  Continuum 

Forstmann  Little  ii  Co. 

Company,  Inc. 

has  merged  with 

has  acquired 

Computer  Sciences 

Community 

Corporation 

Health  Systems,  Inc. 

Lehman  Brothers 

Lehman  Brothers 

Meridian  Bancorp,  Inc. 

has  merged  with 

CoreStates 
Financial  Corp 

Lehman  Brothers 


BankAmenca  Corporation 

has  acquired  the 

Transportation  and 
Industrial  Financing  Assets 

of 

USL  Capital  Corporation 
Lehman  Brothers 


General  Motors 
Corporation 

has  completed  the  split-off  of 

Electronic  Data  Systems 
Corporation 

to  its  Class  "E"  shareholders 


Lehman  Brothers 


NGC  Corporation 

has  acquired  the 

Warren  Petroleum  and 
Gas  Marketing  Businesses 

from 

Chevron  Corporation 
Lehman  Brothers 


Lehman  Brothers  is  one  of  the  top  global  advisors  on  merger  &  acquisition  transactions  with 
values  in  excess  of  $1  billion.  The  combined  value  of  all  of  our  billion  dollar  transactions  completed 
in  1996  exceeds  $65  billion.  Whether  it's  our  leadership  in  capital  markets,  our  relationships  with 
major  companies  and  governments,  or  our  experience  and  capabilities  in  products  and  markets 
globally,  businesses  and  investors  are  turning  to  Lehman  Brothers. 


Lehman  Brothers 


Lehman  Brothers  Inc.   All  Rights  Reserved.   Member  S1PC. 


MARKET  TRENDS 


Ruminations 
on  The  Forbes 
Four  Hundred 


BY  MARTIN  SOSNOFF 


Martin  Sosnoff  is  chief 
investment  officer  of 
Atalanta/Sosnoff  Capital 
in  New  York  and  author 
of  Silent  Investor, 
Silent  Loser. 


The  Forbes  Four  Hundred  list  for  me  is 
laden  with  investment  opportunities,  both 
won  and  lost.  This  magazine's  writers  rightly 
point  out  that  the  newer  wealth  today  is 
based  on  a  software  meritocracy,  whereas  old 
wealth  a  la  Andrew  Carnegie  and  the  Rocke- 
fellers was  based  on  steel  and  oil.  It's  not  the 
suits  but  the  computer  nerds,  music  men  and 
film  producers  with  access  to  cable  channels, 
worldwide,  who  carry  the  day. 

Much  of  the  entertainment  wealth  is  built 
on  leverage.  Almost  all  these  conglomerates 
are  grossly  leveraged,  whether  it  be  Time 
Warner,  Murdoch's  News  Corp.  or  Sumner 
Redstone's  Viacom.  Mike  Milken  started  that 
ball  rolling  ten  years  ago  when  he  helped  John 
Kluge  take  Metromedia  broadcasting  empire 
private.  Today  not  even  Disney  is  debt-free 
after  grossly  overpaying  for  Capital  Cities/ABC. 

So  if  you  want  to  make  The  Forbes  Four 
Hundred,  convince  Wall  Street  to  finance 
your  multibillion-dollar  acquisition.  Borrow- 
ing hugely  is  a  key  to  wealth.  The  same  con- 
struct applies  to  all  the  real  estate  fortunes 
made  in  this  country.  They  are  all  structured 
with  bank  financing  and  insurance  company 
participation. 

The  most  potent  combination 
of  investment  ingredients  is 
leverage,  brainpower  and 
economies  of  scale. 


Once  you  get  the  money,  and  if  you  sense  a 
change,  however  modest,  in  lifestyles,  go  for 
broke.  I  like  the  Robert  Goergen  story — 
upgrading  candles  into  a  yuppie-ish  lifestyle 
product.  Phil  Knight  did  this  with  Nike 
footwear,  an  example  where  the  ghetto  is  a 
leading  indicator  of  style  change. 

I'm  partial  to  cigar  manufacturers  for  the 
same  reason,  betting  that  the  passion  for 
cigars  among  the  25-to-45  age  group  is  a  last- 
ing phenomenon. 

What  about  the  handful  of  money  managers 
who  qualify  for  The  Forbes  Four  Hundred? 
Ned  Johnson  built  the  financial  superstore  of 


the  mutual  fund  business.  It's  a  research-based 
distribution  powerhouse.  Charlie  Schwab  har- 
nessed the  computer  to  build  a  21st-century 
discount  brokerage  and  money  management 
delivery  system,  upstaging  Merrill  Lynch  et  al. 
Schwab's  reinvestment  in  hardware  and  soft- 
ware is  enormous  and  continuous. 

Larry  Tisch  stands  as  the  most  risk-averse  of 
the  dynasty  builders.  Al  of  his  acquisitions — 
CBS,  CNA  Financial,  Diamond  Offshore  Drilling 
and  Lorillard — were  made  on  the  cheap,  when 
these  targets  were  near  the  bottom  of  their 
cyclical  downturns.  It's  not  enough  to  go 
against  the  grain,  however.  You  also  have  to 
know  when.  Sam  Zell  is  a  comparable  bottom- 
fisher.  Eli  Broad  fits  this  category,  too. 

A  low-cost  delivery  system  explains  why 
Wal-Mart,  Home  Depot  and  Ray  Kroc's 
McDonald's  hamburgers  are  category  killers. 
(You  make  the  money  on  the  french  fries  and 
soda.)  Hank  Greenberg  of  aig  was  early  in  the 
insurance  underwriting  markets  in  Japan  and 
China.  On  the  prosaic  side,  Abertson's  builds 
the  best  user- friendly  supermarkets. 

Why  do  showbiz  people  hit  the  list?  There's 
Geffen,  Oprah  Winfrey,  Spielberg  and  George 
Lucas.  Create  popular  films  and  music.  They 
travel  everywhere,  to  hundreds  of  millions  of 
14-  to  18-year-olds.  What  about  Ralph 
Lauren?  His  lifestyle  clothes  are  filtering  down 
to  the  ghetto  kids,  for  whom  they  are  status 
symbols.  Oprah  Winfrey  is  a  mass-syndication 
phenomenon.  Chuck  Dolan  and  Jack  Malone 
built  extensive  cable  delivery  systems  and  soft- 
ware early  on,  leveraged  to  the  hilt,  reporting 
minimal  taxable  income. 

The  most  potent  combination  of  invest- 
ment ingredients  is  leverage,  brainpower  and 
economies  of  scale.  In  the  investment  sector, 
forget  the  economies  of  scale.  Here  it's  just 
leverage  and  brainpower,  as  in  KKR,  Leon 
Levy,  Jack  Nash,  Herbert  Allen,  Milken, 
Michael  Price  and  Tom  Lee.  Soros  and 
Druckenmiller  use  more  leverage  than  most  of 
us  can  sleep  with.  Fayez  Sarofim,  Buffett  and 
Charlie  Munger  are  the  staying-power  genius- 
es, sans  leverage. 

Mike  Milken  is  in  a  class  with  Spielberg  and 
Lucas  as  a  packager  of  software.  For  him  the 
delivery  system  was  The  Street's  money  man- 
agers who  bought  Drexel's  high-yield  deal 
paper  that  greased  the  lbo  wheels.  Discount 
Trump  as  an  operator,  but  consider  him  the 
greatest  packager  of  manure  since  PT 
Barnum.  Hype  kept  Trump's  name  bankable, 
even  when  his  equity  in  casinos,  hotels  and 
airlines  rested  underwater. 

Delivery  systems,  discovering  fads,  smart 
use  of  leverage,  sheer  brainpower — and  pack- 
aged manure — that's  what  today's  wealth  is 
built  on — not  on  steel  and  oil.  Mi 
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ADVERTISEMENT 


Dealerscope  Consumer  Electronics  Marketplace 

Products  of  the  Month 


ELCOM  TECHNOLOGIES 
CORPORATION 
ezONLINE™ 

ezONLINE™  enables  your  com- 
puter's modem  to  plug  into  the 
AC  outlets,  accessing  the  inter- 
net at  speeds  up  to  33.6  Kbps! 
Surf  the  net  and  browse  the  web 
through  the  electrical  socket,  no  need  to  run  phone  cable  or 
install  extra  phone  outlets.  Simply  plug  ezONLINE™  into 
any  electrical  outlet  and  enjoy  the  convenience  of  power 
line  communications  -  with  NO  interference  to  other  elec- 
tronics! For  more  information  call  1-800-ELCOM-l  23. 


NEC 

MessageMaker™!, 
MessageMaker™ll, 

MessageMaker™lll  Numeric  Pagers 
NEC's  MessageMaker  pagers  are  a 
dynamic  new  series  of  front  display 
numeric  pagers  with  three  contem- 
porary case  designs.  Choose  from 
three  models  —  basic,  mid-range,  and  ultimately,  high-end 
with  numeric  messaging  capabilities.  These  exciting  pagers 
offer  features  such  as  communications  icons,  alarm  clock 
and  timer,  message  protection/deletion  and  much  more.  For 
more  information,  call  1-800-421-2141. 


JVC 

GR-DV1  Digital  Video  Cybercam 

|VC  has  created  the  smallest  and  lightest 
camcorder  on  the  market,  the  GR-DVl  digi- 
tal video  Cybercam.  JVC's  ultra-compact 
camcorder  weighs  l.l  pounds,  small 
enough  to  fit  in  a  coat  pocket,  and  features 
a  lOx  optical  zoom,  lOOx  digital  zoom, 
570,000-pixel  CCD,  special  digital  effects,  a 
snap  shot  function  and  a  color  viewfinder. 
For  more  information  call  l -800-252-5722. 


MOTOROLA 

Advisor  Gold  FLX™  with  Optima™ 

Get  the  latest  in  paging  technolo- 
gy combined  with  features  you 
need  in  this  four  line  alphanu- 
meric pager.  The  Optima™  holo- 
graphic display  screen  delivers 
exceptional  message  clarity 
designed  to  read  in  low  light. 
FLX™  technology  dramatically  improves  the  ability  to 
receive  pages  and  extends  battery  life  up  to  five  times 
longer  than  ordinary  pagers.  For  more  information  visit 
www.mot.com/MIMS/PPG  or  your  nearest  paging  dealer. 


BROTHER 
MFC-65550MC 

This  6-in- 1  Laser  Multi-Function 
Center  puts  every  important  com- 
munications application  right  at 
your  fingertips  It  features  a  fax 
machine  with  a  14. 4K  bps  modem 
plus  a  PC  fax  so  you  can  transmit 
from  your  computer.  It's  also  a  true 
600  dpi,  6  page  per  minute,  laser 
printer  with  exclusive  straight  paper  path  technology;  a 
copier;  and  an  8  ppm,  600  dpi  high-resolution  detail  scan- 
ner. For  more  information  call  21 2-532-5 151. 


CASIO 
Cassiopeia 

Casio  introduces  a  revolutionary 
new  way  to  compute.  The 
Cassiopeia  is  one  of  the  first 
handheld  PCS  that  utilizes 
Windows  CE  operating  system.  It 
allows  users  the  benefit  of  a 
desktop  computer  in  the  palm  of  their  hand.  The  Cassiopeia 
is  perfect  for  mobile  computing  —  it  weighs  less  than  a 
pound  and  can  synchronize  with  any  PC.  For  more  informa- 
tion call  1-888-204-7765. 
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Gome  hear  the  band 


if  the  songs  of  Gershwin,  Berlin,  Kern  and  Rodgers 
still  grab  you,  come  to  the  cabaret. 


By  Robert  Lenzner 

"There's  a  cabaret  in  this  city 
I  can  recommend  to  you, 
Peps  you  up  like  electricity 
When  the  band  is  blowing  blue." 

-George  and  Ira  Gershwin, 
Sweet  and  Low-Down, 
1925 


It's  9  p.m.  in  the  Oak  Room  of  New 
York's  Algonquin  Hotel.  As  the  lights 
dim,  the  lovely  Andrea  Marcovicci 
slithers  through  the  closely  packed 
tables  to  the  piano.  She  picks  up  the 
microphone  and  launches  into  90 
minutes  of  torch  songs  made  famous 


Andrea  Marcovicci  packs  them  in  at  the  Algonquin  Hotel  in  New  York 
Lyrics  you  can  understand,  melodies  you  can  hum. 


by  Ruth  Etting,  a  Ziegfeld  Follies  star. 
The  crowd  of  about  100,  mainly  cou- 
ples, hangs  on  every  word. 

"I  can  be  beggar,  I  can  be  king, 
I  can  be  almost  any  old  thing, 

It  all  depends  on  you  " 

Between  songs,  Marcovicci, 
dressed  in  a  1920s-style  velvet  gown, 
tells  stories  about  Etting's  life,  the 
origin  of  the  songs  and  what  they 
meant  in  a  bygone  era. 

This  is  cabaret  at  its  best — 
chanteuse,  soft  piano,  intimate  set- 
ting, and  songs  by  Irving  Berlin, 
George  and  Ira  Gershwin,  Jerome 
Kern,  Cole  Porter,  Richard  Rodgers 
and  Lorenz  Hart,  Johnny  Mercer,  as 
well  as  blues  and  jazz  numbers. 

Tired  of  the  crudity  and  the  mind- 
lessness  of  so  much  popular  music 
today,  some  people  are  coming  back 
to  cabaret.  To  paraphrase  Richard 
Rodgers:  "Man  hungers  for  melody 
the  way  he  does  for  bread." 

New  York  offers  a  variety  of 
cabaret  spots.  Barbara  Cook,  Bobby 
Short  and  Eartha  Kitt  can  be  heard  at 
the  Carlyle  Hotel  at  Madison  Avenue 
and  76th  Street  each  year  (212-744- 
1600).  Atop  the  ge  Building  in 
Rockefeller  Center  is  the  100-seat 
Rainbow  &  Stars,  with  its  dramatic 
backdrop  of  the  city  skyline.  It's 
packed  to  the  rafters  for  Karen  Akers, 
Rosemary  Clooney  and  other  cabaret 
stars  who  have  a  devoted  following 
(212-632-5000). 

At  the  Supper  Club,  240  West 
47th  Street  (212-921-1940),  there's 
Michael  Feinstein,  a  marvelous 
intepreter  of  the  Gershwins. 

At  Eighty-Eight's,  on  West  10th 
Street  in  Greenwich  Village  (212- 
924-0088),  the  South  African  bomb- 
shell Natalie  Gamsu  belts  out  her  rau- 
cous specials  in  a  style  reminiscent  of 
the  early  Bette  Midler.  Other  spots 
are  Danny's  Skylight  Room  (212- 
265-8133)  and  Don't  Tell  Mama 
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Gayiel  Von  at  the  Gardenia  in  Los  Angeles 

"All  of  a  sudden  show  business  types  have  been  filling  the  place." 


Piano  Bar  and  Cabaret  (212-757- 
0788),  both  on  West  46th  Street. 

In  Los  Angeles,  there  is  Tom 
Rolla's  Gardenia,  a  peach-colored 
supper  club  that  has  been  operating 
in  Hollywood  for  15  years  on  Santa 
Monica  Boulevard  (213-467-7444). 
But  "all  of  a  sudden,  show  business 
types  have  been  filling  the  place. 
Cabaret's  happening  here,"  he  says. 
Actress  Linda  Purl  is  packing  them  in 
with  a  "wonderful  all -blues  and  jazz 
act  which  is  very  sexy,"  Rolla  says. 
Another  Los  Angeles  spot  that  is 
known  for  its  cabaret  is  the  Cinegrill, 
in  the  Clarion  Hollywood  Roosevelt 
Hotel  at  7000  Hollywood  Boulevard 
(213-466-7000). 

In  San  Francisco  there's  the  Plush 
Room  in  the  York  Hotel  on  Sutter 
Street  (415-885-6800).  In  Philadel- 
phia there's  the  domed  Barrymore 
Room  (named  for  actress  Ethel  Bar- 
rymore) on  the  roof  of  the  100-year- 


old  landmark  Bellevue  Hotel  at 
Broad  and  Walnut  streets  (215-893- 
1776).  Also  in  this  city  not  noted  for 
nightlife,  the  American  Music  The- 
ater Festival  produces  new  musical 
works  as  well  as  revivals  of  old  shows 
(215-893-1570).  Over  the  past  sev- 
eral years  it  has  produced  new  musi- 
cals like  Floyd  Collins,  and  also 
brought  back  classics  like  the  Gersh- 
wins'  Strike  Up  The  Band. 

Weeklong  celebrations  of  American 
popular  music  have  also  been  suc- 
cessful in  recent  years.  The  Cabaret 
Convention — seven  nights  of  song  at 
New  York's  Town  Hall,  at  123  West 
43rd  Street  (212-840-2824)— sells 
out  every  October. 

Each  summer  there's  a  celebration 
of  American  popular  song  at 
Carnegie  Hall  (212-247-7800).  Last 
year  the  late  Ella  Fitzgerald  was  hon- 
ored for  her  syncopated  renditions  of 
old  chestnuts. 


San  Francisco  also  has  an  annual 
carnival  of  cabaret.  Come  Feb.  1-9, 
1997,  125  performers  will  appear  at 
the  second  annual  Cabaret  Conven- 
tion being  held  at  San  Francisco's 
Herbst  Theater  (415-547-9633). 
Better  reserve  early. 

The  old  musicals  are  coming  back, 
too.  In  New  York  splashy  revivals  of 
Show  Boat  and  The  King  and  I  are 
wowing  Broadway.  Every  year  City 
Center  (212-581-1212)  stages  three 
concert-style  revivals  of  famous 
Broadway  shows  like  Call  Me 
Madam  or  Pal  Joey  to  sellout  crowds. 
A  new  distribution  company,  the 
Cabaret  Connection  (212-961- 
1106),  sells  300  different  CD  titles, 
including  Marcovicci's  rendition  of 
World  War  II  songs. 

A  monthly  magazine,  Cabaret 
Scenes,  gives  the  lowdown  on  the  acts 
scheduled  at  most  supper  clubs  in  the 
major  cities  (888-80-cabaret).  H 
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Carte  blanche  for  crooks 

Banks  are  pushing  new  ATM  cards  that  double 
as  a  Visa  or  a  MasterCard.  Avoid  'em. 


By  Alexandra  Alger 

Chances  are  that  yet  another  chunk 
of  unsolicited  plastic  has  popped  up 
in  your  mailbox.  It  is  not  just  anoth- 
er credit  card.  It's  a  combination  new 
ATM  card  and  charge  card.  You  can 
use  it  to  withdraw  cash  from  auto- 
mated teller  machines,  as  you  do  with 
your  current  ATM  card.  Or  you  can 
use  it  to  charge  purchases,  without 
having  to  use  your  pin  (personal 
identification  number). 

"It's  as  convenient  as  a  credit  card, 
but  it's  not  credit!  The  amount  of 
your  purchase  is  immediately  deduct- 
ed from  the  balance  in  your  checking 
account,"  says  the  brochure  sent  out 
by  one  major  bank.  And  therein  lies 
the  danger — it's  a  debit  card.  We 
don't  like  it  for  three  reasons: 


■  It  could  give  a  thief  carte  blanche 
to  your  checking  account.  In  case  of 
fraudulent  use  of  your  debit  card,  you 
are  the  one  who  is  instantly  out-of- 
pocket,  not  the  bank.  You  may  have 
to  fight  the  bank  to  recover  your 
money,  and  you  could  lose  it  com- 
pletely if  you  don't  report  the  loss 
right  away.  Meanwhile,  your  bank 
balance  and  credit  line  could  be 
depleted,  and  your  checks  could  be 
bouncing  all  over  town. 

■  You  lose  the  credit  float,  of  30  days 
or  so,  that  you  get  with  a  zero-bal- 
ance credit  card. 

■  You  lose  the  option  of  withholding 
payments — important  leverage  in  case 
of  disputed  charges. 

Banks  are  flooding  the  mails  with 


these  new  cards.  Visa  has  launched  a 
multimillion-dollar  national  TV  cam- 
paign to  promote  its  debit  cards,  star- 
ring football  superstar  Deion  Sanders. 
Some  4,000  U.S.  banks,  s&ls  and 
credit  unions  are  issuing  MasterCard- 
and  Visa-affiliated  debit  cards — 
double  the  number  of  a  year  ago. 
Most  of  the  nation's  biggest  banks 
have  already  joined  the  party,  includ- 
ing California's  Bank  of  America  and 
New  York's  Chase  Manhattan  Corp. 
(to  its  new  Chemical  Bank  cus- 
tomers). Citibank  is  planning  its  blitz 
next  year. 

For  banks,  what's  not  to  like?  Mer- 
chants pay  card  issuers  an  "inter- 
change" fee — typically  1%  to  2%  of 
the  transaction  value.  Some  banks 
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A  MAN'S  GUIDE  to  buying  DIAMONDS 


Buy  the  wrong  STOCK,  you  lose  MONEY. 

Buy  the  wrong  D I  AM  ON  D,  you  SLEEP  on  the  couch. 


\ 


You  love  her  and  she  loves  you.  But  you  still 
want  to  impress  her.  With  your  gift,  your  good 
taste,  and  your  knowledge  of  diamonds.  But  don't 
forget  that  she  may  know  enough  about  diamonds 
to  recognize  a  great  one,  or  an  average  one,  when 
she  sees  it. 

To  know  diamonds  is  to  know  her.  Find  out  what 
she  has  her  heart  set  on.  Try  browsing  with  her, 
window  shopping,  watching  her  reactions  to  other 
women's  jewelry.  Go  by  body  language,  not  just 
by  what  she  says.  The  simplicity  of  a  diamond 
solitaire  is  irresistible  to  many  women.  This  can 
make  shopping  easier  for  you,  allowing  you  to  focus 
on  the  beauty  of  the  stone.  She  may  find  a  solitaire 
necklace  or  solitaire  ear  studs  beautifully  classic, 
yet  wearable  every  day.  On  the  other  hand,  if  it's 
an  anniversary  you're  celebrating,  there's  nothing 
quite  like  a  Diamond  Anniversary  Band  for  the 
10th  anniversary,  or  an  exceptional  25th 
Anniversary  Diamond. 

Like  people,  no  two  diamonds  are  alike.  Formed 
in  the  earth  millions  of  years  ago,  diamonds  are 
found  in  the  most  remote  corners  of  the  world. 
De  Beers,  the  world's  largest  diamond  company, 
has  over  100  years'  experience  in  mining  and 
valuing.  They  sort  rough  diamonds  into  over  5,000  grades  before  they  go  on  to  be  cut  and  polished.  So  be  sure  you 
know  what  you're  buying.  Two  diamonds  of  the  same  size  may  vary  widely  in  quality.  And  if  a  price  looks  too  good 
to  be  true,  it  probably  is.  Maybe  a  jeweler  is  a  mans  best  friend.  You  want  a  diamond  you  can  be  proud  of.  So  don't  be 
attracted  to  a  jeweler  just  because  of  "bargain  prices."  Find  someone  you  can  trust.  Ask  questions.  Ask  friends 
who've  gone  through  it.  Ask  the  jeweler  you  choose  why  two  diamonds  that  look  the  same  are  priced  differently.  You 
want  someone  who  will  help  you  determine  quality  and  value  using  four  characteristics  called  The  4  C's.  They  are:  Cat, 
not  the  same  as  shape,  but  refers  to  the  way  the  facets,  or  flat  surfaces,  are  angled.  A  better  cut  offers  more  brilliance; 
Color,  actually,  close  to  no  color  is  rarest;  Clarity,  the  fewer  natural  marks,  or  "inclusions,"  the  better;  Carat  weight,  the 
larger  the  diamond,  usually  the  more  rare.  Remember,  the  more  you  know,  the  more  confident  you  can  be  in  buying 
a  diamond  you'll  always  be  proud  of.  Liani  more.  For  the  booklet  "How  to  buy  diamonds  you  11  be  proud  to  give,"  call 
1-800-FOREVER,  Dept.  23. 

Compromise  now?  \\  here  s  your  heart?  Go  for  diamonds  beyond  her  wildest  dreams.  Go  for  something  that  reflects 
how  you  really  feel.  You  want  nothing  less  than  a  diamond  as  unique  as  your  love.  Not  to  mention  as  beautiful  as  that 
totally  perplexing  creature  who  will  wear  it. 


Sponsored  by  the  Diamond  Information  Center 

A  diamond  is  forever. 
De  Beers 


DeBeers  Consolidated  Mines,  Ltd.,  Est.  1888. 


even  charge  customers  $1  to  $1.50  a 
month  just  to  have  the  card. 

Debit  cards  also  help  wean  bank 
customers  from  costly  check-writing. 
It  costs  banks  $1.10  or  so  to  process 
every  check,  but  only  27  cents  to 
handle  a  debit  card  transaction,  says 
Edward  Neumann,  director  of  Dove 
Associates,  a  bank  consulting  firm  in 
Washington,  D.C. 

Bankers  insist  that  the  cards  are 
good  for  customers,  too.  "The  key  is 
convenience — that's  what  we're  sell- 


ing," says  John  Russell,  a  spokesman 
for  Banc  One  in  Columbus,  Ohio, 
the  first  bank  to  offer  a  debit  card 
and  now  the  largest  issuer  of  them 
(over  4  million). 

But  we  think  this  convenience 
comes  at  too  high  a  risk.  Some  debit- 
card  crooks  are  subtle.  They'll  use 
swiped  debit  cards  occasionally, 
charging  up  relatively  small  amounts. 
As  long  as  the  account  holders  over- 
look the  charges  on  their  bank  state- 
ments, the  party  continues.  The  thief 
has  a  kind  of  annuity. 

Roy  Funderburk  Jr.  learned  about 
this  the  hard  way.  The  53-year-old 
mail  carrier  from  Alexandria,  Va.  was 
going  over  his  bank  statement  when 
he  noticed  two  debit-card  charges  in 
one  day  at  an  Exxon  station  he  occa- 
sionally used  in  Washington,  D.C. 
That  sent  him  back  to  statements  for 


previous  months.  What  he  found 
were  $1,000  in  bogus  gas  station 
charges  made  over  a  nine-month 
period.  No  charge  was  more  than 
$20.  He  hadn't  lost  his  Visa  debit 
card,  so  was  baffled  about  the  misuse. 

Funderburk's  branch  manager  at 
American  Security  Bank  (now 
NationsBank) -told  him  not  to  worry, 
he  would  be  reimbursed  for  his 
losses.  But  a  month  later  Funderburk 
got  word  that  he'd  only  be  recom- 
pensed for  the  fraudulent  charges 


made  within  the  previous  60  days — 
$247.  He  was  out  $761.  Funderburk 
was  furious.  He  went  to  the  Wash- 
ington Police  Department,  the  Secret 
Service — even  the  FBI.  The  latter  two 
told  him  they  only  looked  into  cases 
involving  at  least  $5,000. 

Finally,  on  the  advice  of  a  lawyer, 
he  took  the  bank  to  small-claims 
court.  He  struck  out  there,  too;  the 
judge  shook  his  head  and  told  Fun- 
derburk the  bank  didn't  owe  him 
anything  under  federal  bank  rules, 
and  there  was  nothing  he  could  do. 

The  story  has  a  happy  ending.  Out 
of  the  blue,  an  American  Security 
lawyer  called  Funderburk  about  set- 
ding.  Funderburk  said  he  just  wanted 
his  money  back,  without  interest. 
Fine,  the  attorney  said.  Within  hours 
the  money  was  back  in  his  checking 
account.  But  what  an  ordeal! 


How  had  the  thief  pulled  off  the 
thefts?  All  he  needed  to  get  started 
was  the  number  on  Funderburk's 
debit  card,  perhaps  from  a  discarded 
receipt.  A  phony  card  could  be  made, 
using  that  number. 

Still,  Funderburk  was  lucky.  Banks 
will  normally  assume  liability  for 
fraudulent  use  only  if  you  notify  them 
within  two  days  after  you  miss  your 
card.  In  that  case  your  loss  is  limited 
to  $50 — often,  you  won't  be  charged 
at  all.  But  wait  any  longer,  and  you 
could  be  liable  for  as  much  as  $500 
of  your  own  checking  account  losses. 
If  you  fail  to  report  the  fraud  within 
60  days,  the  bank  doesn't  have  to 
give  you  a  cent. 

Your  chances  of  getting  hit  are 
uncomfortably  high.  Last  year  Visa 
and  MasterCard  issuers  shouldered 
$19  million  in  fraud-related  losses  on 
their  debit  cards,  says  the  Nilson 
Report,  an  industry  newsletter  in 
Oxnard,  Calif.  PiN-related  ATM  fraud 
accounts  for  $100  million  to  $200 
million  in  annual  losses. 

That  is  small  potatoes  compared 
with  the  estimated  $3  billion  in 
annual  credit-card  fraud  losses 
(Forbes,  Aug.  26).  But,  says  John 
Wisniewski,  a  postal  inspector  in  Pitts- 
burgh: "The  bad  guys  are  just  starting 
to  figure  out  how  to  misuse  them." 

One  of  the  more  ingenious  ATM 
scams  involved  a  bogus  telephone.  At 
an  ATM  in  Miami,  Fla.  crooks  put 
plastic  sleeves  into  the  card  slots. 
When  customers  saw  their  cards  were 
swallowed  by  the  machine,  they 
picked  up  the  telephone  provided  to 
dial  the  posted  customer  service 
number. 

But  the  phone  was  provided  by  the 
thieves,  and  the  posted  number  put 
customers  in  touch  with  a  thief,  not  a 
bank  employee.  The  thief  then  asked 
customers  for  their  pin  as  identifica- 
tion and  promised  that  replacement 
cards  would  be  mailed  out  in  a  matter 
of  days. 

The  crooks  then  plucked  out  the 
stuck  ATM  cards  with  tweezers  and 
were  off  to  the  races. 

Our  advice  is  to  avoid  the  ATM- 
debit  card.  When  your  ATM  card 
expires,  request  a  simple  replacement 
instead  of  the  new  combo  card  you'll 
be  mailed.  In  our  view,  the  risks  of 
the  combo  far  outweigh  the  potential 
rewards.  m 
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ALONE  IS 


TESTED 


MORE  TIMES 


THAN  MOST 


CARMAKERS 


TEST  THEIR 


BRAKES. 


Pity  the  PARKER  SONNET  Vision  Fonce  that 
is  randomly  selected  as  one  of  our  test  subjects. 

We  tumble  it  with  keys,  coins  and  other  abrasive 
objects  to  simulate  daily  "pocket  wear."  We  heat  it  to 
140°F.  and  freeze  it  to  20° F.  to  ensure  it  will  perform 


flawlessly  under  the  most  extreme  conditions.  Even  the 
clip  is  tested  25,000  times  for  strength  and  spring.  Are 
we  being  obsessive?  Given  that,  like  all  of  our  writing 
instruments,  the  PARKER  SONNET  Vision  Fonce  has 
a  lifetime  guarantee,  there  is  no  other  way  to  be. 


A  PARKER  IS  IN  THE  DETAILS  4*  PARKER 


Bloomingdale's  1-800-555-SHOP 


COLLECTORS 


The  mansion  on  Lake  Washington  where  Microsoft  chief  software  architect  Charles  Simonyi  hangs  his  hat— and  his  art 
Fellow  art  collectors  and  Microsoft  founders  Bill  Gates  and  Paul  Allen  live  down  the  lake. 


Swapping 
options  for  art 

Microsoft  and  its  new  millionaires 

have  made  the  Emerald  City 

a  hot  market  for  contemporary  art. 


By  Doris  Athineos 

Culture  follows  money.  It  was 
that  way  in  the  time  of  the  Medicis, 
and  it's  that  way  in  die  time  of  cyber- 
wealth.  Notes  Patterson  Sims,  the 
former  associate  director  of  the  Seat- 
tle Art  Museum,  speaking  of  Seattle's 
new  cyberrich:  "It's  not  going  to  take 
two  generations  for  these  people  to 
realize  that  they  should  collect  art. 


They're  exercising  stock  options  and 
doing  it  now." 

Highlights: 
■  Public  museums.  To  house  new 
donations  of  art,  the  three  major 
Seattle  art  museums  have  added  a 
total  of  200,000  square  feet  of  space 
over  the  past  five  years — that's  more 
than  4%  acres.  The  largest  and  most 


important,  the  Seattle  Art  Museum, 
has  tripled  in  size.  It  has  added  2,556 
pieces  of  art  and  put  an  additional 
8,000  new  members  on  its  rolls  since 
1991.  It  is  beginning  to  challenge 
New  York's  Museum  of  Modern  Art 
as  a  showcase  for  contemporary  art. 
One  nervous  MOMA  deputy  director 
admits  that  Bill  Gates,  one  of  sam's 
members,  has  more  wealth  than  the 
entire  board  of  MOMA.  It  doesn't 
hurt  that  his  stepmother,  Mimi 
Gardner  Gates,  is  the  museum's 
director. 

■  Auction  houses  and  dealers. 
Christie's  opened  a  Seattle  office  in 
the  tony  Capitol  Hill  area  six  months 
ago.  "It's  not  necessary  to  sell  art  in 
Seattle,"  says  Christie's  Seattle  repre- 
sentative, Christina  Lockwood.  "I 
just  let  people  know  what's  avail- 
able." Rival  Sotheby's  came  to  town 
in  1995.  To  help  young  art  buyers 
overcome  first-time  auction  jitters, 
Sotheby's  recently  staged  a  mock 
auction  at  the  Woodmark  Hotel  in 
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Introducing  the  game's  only  OflsetTi  driver 
designed  to  stop  your  slice. 

Ever  wonder  why  you  slice  with  your  woods  and  not  your  irons?  Chances  are,  the  irons  you  are  now 
playing  with  were  designed  with  an  offset  club  face.  Offset  is  a  proven  technology  that  allows  the  club  face 
more  time  to  square  up  at  impact,  virtually  eliminating  the  possibility  of  a  slice. 

Now,  Cobra  has  applied  offset  technology  for  the  first  time  ever,  to  a  line  of  titanium  woods.  Independent 
tests  confirm  that  an  offset  design  does  in  fact  help  correct  a 
slice-producing  club  face  at  impact.  That's  why  Cobra  engineers 
combined  titanium,  the  game's  most  powerful  element,  with  an  offset 
design  in  woods.  Prove  it  to  yourself.  Test  drive  a  Ti  offset  wood  today. 


www.cobragolf.com 


Ti 


titanium 


rcnounHL  Hrrftina 


COLLECTORS 


Charles  Simonyi 
at  home  with  works 
by  Vasarely  and 
Lichtenstein 
"Stylewise,  the 
house  uses 
the  Vasarely 
alphabet,"  says 
the  48-year-old 
bachelor  from 
Hungary. 


Kirkland,  a  Seattle  suburb.  "It  was  a 
good  learning  experience,"  says 
Darryl  Hunt,  a  Microsoft  manager 
who  was  one  of  50  potential  collec- 
tors who  attended.  "People  were 


reluctant  to  bid  at  first,  but  once  we 
warmed  up,  the  bidding  went  wild." 
■  Corporate  support.  Safeco  Corp. 
collects  glass  by  artist  Dale  Chihuly 
and  his  Pilchuck  glass  school  and  dis- 


plays it  downtown  at  its  corporate 
headquarters  (Forbes,  June  19, 
1995).  Safeco  also  buys  works  by 
American  Northwest  mystic  painters 
Morris  Graves  and  Mark  Tobey  wrq, 


He  spread 
the  Word 


Bachelor  Charles 
Simonyi,  48,  chief  soft- 
ware architect  at 
Microsoft,  is  famous  for 
developing  the  Word  and 
Excel  programs.  "I'm 
doing  some  incredible 
stuff,"  says  Simonyi  of  his 
current  project.  He  won't 
say  exacdy  what  it  is,  but 
he'll  talk  freely  of  his  inter- 
est in  art.  He  was  so  struck 


by  die  geometric  patterns 
in  Victor  Vasarely's  paint- 
ings that  he  had  his  lake- 
front  house  built  along 
similar  lines.  "Stylewise, 
the  house  uses  the  Vasarely 
alphabet,"  says  Simonyi, 
staring  out  the  mirrored 
living  room  window  across 
Lake  Washington.  Just 
down  the  lake  to  the  right 
is  the  home  of  his  boss, 
Bill  Gates.  Simonyi  some- 
times rows  his  scull  several 
miles,  to  Mercer  Island, 
where  Microsoft 
cofounder  Paul  Allen  lives. 
He  pays  big  bucks  for 


only  two  artists — fellow 
Hungarian  Vasarely  and 
Roy  Lichtenstein.  Padding 
around  the  sleek  glass-and- 
steel  villa  in  socks  (no  shoes 
allowed),  Simonyi  shows 
off  Lichtenstein'' s  cartoon- 
like painting  of  two  lovers, 
"Kiss  V,"  worth  $2.8  mil- 
lion. He  calls  a  1962  Lich- 
tenstein painting  of  a  light, 
switch  "the  perfect  digital 
image;  'on'  is  half  of  every- 
thing," he  says.  It  hangs 
next  to  one  of  Vasarely's 
eye -bending  grids  that 
appears  to  move. 

"They  had  premonitions 


of  the  digital  age,"  says 
Simonyi,  who  became  a 
trustee  of  the  Seattle  Art 
Museum  last  year. 

In  showing  off  the  $12 
million  house,  he  forgets 
to  show  a  visitor  the  60- 
foot  pool  and  wanders 
absendy  back  to  the  com- 
puter room  twice.  It's  a 
parlor  of  sorts,  where 
guests  get  turned  on  to 
the  joys  of  surfing  the 
Internet.  "Don't  worry 
about  how  it  works,  just 
enjoy  it,"  encourages 
Simonyi,  nestied  in  a  red 
beanbag  chair.    -D.A.  ■ 
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The  World's  Finest  Sporting  Car. 


The  New 

Bentley  Continental  T 


For  lease  or  purchase  information  and  nearest  dealer, 
call  (800)237-6557 


The  Reward  of  a  Lifetime. 

©  Rolls-Royce  Motor  Cars  Inc.,  1996.  The  names  "Rolls-Royce"  and  "Bentley"  and  the  Flying  Lady  mascot,  badge  and  radiator  grille  are  registered  trademarks. 
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COLLECTORS 


Another  gallery  opening  in  Seattle's  Pioneer  Square 

"It's  not  necessary  to  sell  art ...  i  just  let  people  know  what's  available." 


Inc.,  a  Seattle -based  software  compa- 
ny, goes  for  paintings  and  sculptures 
by  regional  artists.  AirTouch  Cellular, 
headquartered  in  Bellevue,  is  up  to 
400  prints,  mostly  by  Northwest 
artists  such  as  Jacob  Lawrence. 

But  it's  Microsoft  that  keeps  the 
gallery  scene  percolating.  "We're  des- 
perate for  art,"  admits  a  harried  Deb- 
orah Paine,  Microsoft's  arts  adminis- 
trator. Until  now  Paine  and 
volunteer    committee  of 


a 

seven 


employees  picked  art  for  Microsoft's 
enormous  45-building  headquarters 
in  Redmond,  a  Seattle  suburb.  But 
they  can't  keep  up — another  6  build- 
ings are  under  construction.  All  of 
these  buildings  are  similar  in  size, 
color,  shape  and  layout.  A  maze.  So 
art  here  is  more  than  decoration;  it 
helps  differentiate  the  spaces. 

Microsoft  bulks  up  mostly  on 
Northwest  and  Japanese  prints  that 
go  for  under  $5,000  each,  but 


recently  spent  about  $10,000  on  a 
self-portrait  by  the  contemporary 
English  artist  Francis  Bacon.  What 
Microsoft  doesn't  buy,  its  staff  gob- 
bles up.  Museum-poster  dorm 
decor  just  doesn't  cut  it  with  the 
digital  crowd. 

Cochairman  of  the  Microsoft  art 
committee  is  Will  Sibbald.  A  former 
artist  from  New  Orleans,  Sibbald 
and  his  committee  look  at  slides, 
and  if  they  like  what  they  see,  they 
invite  galleries  to  exhibit  their  wares 
on  the  Microsoft  campus.  A  few 
years  ago  they  bought  an  entire 
show — 72  paintings  by  Seattle  artist 
Dennis  Evans. 

■  Microsoft  executives,  present  and 
past.  In  1994  Bill  Gates  plopped 
down  $30.8  million  for  Leonardo  da 
Vinci's  72 -page  notebook  (currently 
on  display  at  New  York's  American 
Museum  of  Natural  History).  Retired 
Microsoft  cofounder  Paul  Allen  built 
an  art  gallery  in  his  house  on  Mercer 
Island  to  display  paintings  by  Picasso, 
Matisse,  Monet  and  other  modern 
and  impressionist  masters.  Jon 
Shirley,  former  president  of  Microsoft 
who  retired  in  1990,  and  his  wife, 
Mary,  paid  $3.4  million  at  Sotheby's 
for  a  stainless  steel  outdoor  sculpture 
by  David  Smith.  Paintings  by  abstract 
expressionist  Willem  de  Kooning, 
portraits  by  Chuck  Close  and  color- 
ful mobiles  by  Alexander  Calder  hang 
in  the  Shirley  house. 

"First  we  collected  Japanese 
prints,"  says  Jon  Shirley,  "but  after 
the  Microsoft  IPO  in  1986  we  started 
getting  serious."  Last  month  he  paid 
about  $2  million  for  Mark  Rothko's 
"Green  over  Blue."  Shirley  doesn't 
move  a  muscle  to  buy.  The  art  travels 
to  Seattle  on  approval,  and  Shirley 
seldom  sends  it  back. 

Charles  Simonyi,  one  of  Micro- 
soft's chief  software  architects  and 
developer  of  Microsoft  Word  and 
Excel,  collects  paintings  by  contem- 
porary artists  Roy  Lichtenstein  and 
Victor  Vasarely  to  fill  his  new  glass- 
and-steel  home  (see  box,  p.  278). 

The  new  collectors,  perhaps  logi- 
cally, favor  contemporary  art.  They 
are  also  influenced  by  Virginia 
Wright,  who  formed  the  Contempo- 
rary Arts  Council  (cac),  a  collectors' 
group,  in  1964.  Wright,  67,  heir  to  a 
lumber  fortune,  and  her  husband, 
Bagley,  have  the  city's  premiere  col- 
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"Clown  Suit  and  Hat"  keeps  Microsoft  workers  from  getting  lost 
With  45  buildings  on  campus,  "We're  desperate  for  art." 


Seattle's  leading  art  patron,  Virginia  Wright 
Brought  contemporary  art  to  town. 


lection  of  works  by  Mark  Rothko, 
Willem  de  Kooning  and  Franz  Kline. 
Wright's  50-member  CAC  is  now  so 
oversubscribed  that  a  splinter  group 
has  been  formed  for  contemporary 
art  buyers,  the  Collectors' 
Forum. 

Another  well-known 
local  collector  and  patron 
of  contemporary  art  is  real 
estate  developer  Dick 
Hedreen.  He  and  his  wife, 
Betty,  have  been  collecting 
for  over  20  years.  Their 
modernist-style  house  in 
Seattle  was  designed  to 
accommodate  large,  con- 
temporary paintings  by 
artists  such  as  Bacon,  de 
Kooning  and  Lucian 
Freud.  A  Miro  bronze  sits 
on  the  terrace. 

Jay  and  Marsha  Glazer, 
private  investors,  have  a 
notable  collection.  Three 
years  ago  the  Glazers  took 
home  both  Christie's  and 
Sotheby's  catalog  cover 
lots — a  David  Hockney  for 
$1  million  and  an  Arshile 
Gorky  for  $3.9  million. 

Seattle  has  collectors  of 
other  kinds  of  art  as  well. 
There  are  local  homes 
filled  with  museum-caliber 
collections  of  17th-century 
Dutch  paintings,  18th-cen- 


tury Colonial  silver,  and  19th-centu- 
ry American  and  European  paintings. 
And  economist  Joseph  Monsen  has 
one  of  the  best  private  photograph 
collections  in  the  country. 


Retired  Microsoft  president  Jon  Shirley  in  his  sculpture  garden 
Raising  funds  for  the  burgeoning  Seattle  Art  Museum. 


Following  the  green,  artists  and 
galleries  are  flocking  to  Pioneer 
Square,  the  art  epicenter  of  Seattle. 
There's  a  big  open  house  the  first 
Thursday  of  each  month — no  invita- 
tions necessary.  The  annual 
ArtFair/Seattle,  scheduled 
next  year  for  Feb.  21-23, 
has  attracted  some  of  the 
biggest  dealers  in  the 
country. 

But  you  probably  won't 
see  a  lot  of  buying  going 
on.  "Seattle's  high- 
powered  collectors  avoid 
the  spotlight,"  says  dealer 
Andrew  Fabricant  of  the 
Richard  Gray  Gallery  in 
Chicago  and  New  York. 
"Private  showings  work 
best." 

To  taste  the  art  of  Seat- 
tle, you  can  browse  some 
of  Microsoft's  eclectic  col- 
lection via  the  Internet 
(www.microsoft.com/mag- 
azine).  The  Seattle  Art 
Museum  opens  doors  to 
Seattle's  private  collections 
in  May  1997  with  a  special 
"Seattle  Collects  Paintings" 
show.  Downtown,  visit  the 
galleries  of  Donald  Young 
(206-860-1651),  Greg 
Kucera  (206-624-0770) 
and  Meyerson  &  Nowinski 
(206-223-1700).  BB 
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FINANCIAL  SERVICES 


Forbes 


Receive  Value  Line 
for  only  $^$55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

W  brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most  recent 
f      Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  fo  Invest  In 
'  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10 
weeks  for$?8:$55.  Available  only  once  every  three  years  to  any  household. 
SPECIAL  BONUS:  With  your  subscription  you  will  receive  as  an  extra  bonus  J.K. 
LASSER'S  YOUR  INCOME  TAX  1997  with  •  expanded  personal  recordkeeper  •  tax 
organizer  •  worksheets  •  sample  forms  PLUS  •  free  update  supplement  with  forms 
for  filing  •  telephone  hotline  •  lax  tips  on  the  Internet.  'The  winner  among  tax 
guides."  -  Smart  Money.  (Retail  price  $14.95;  available  while  supplies  last.) 
Your  subscription  to  Value  Line  may  be  tax-deductible.  Consult  your  tax 
advisor.  Send  check  or  money  order  along  with  name,  address  and 
zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-DepI.  916H02  American  Express,  MasterCard  or  Visa.  24  hours  a  day,  7  days 
a  week.  II  you  are  nor  completely  satisfied  return  all  materials  in  good  condition  within  30 
days  from  the  start  of  your  subscription  for  a  full  refund  of  your  lee  Allow  4  weeks  for 
delivery.  NY  residents  add  sales  tax.  Foreign  rates  upon  reguest. 

The  Value  Line  Investment  Survey® 

PO  Box  3988  New  York, 
NY  10008-3988 


FINANCIAL  SERVICES 


Managed 

Fidelity 

Accounts 


Why  go  it  alone? 

Weber  Asset  Management 
is  the  largest  independent 
investment  advisor 
focusing  exclusively  on 
Fidelity  mutual  funds. 
Custom-designed 
portfolio  management  for 
individual  investors  and 
corporations. 

$100,000  MINIMUM. 

Call  for  free  information  kit: 

(800)  438-3863 


DIVERSIFY  YOUR  PORTFOLIO 
Learn  to  Trade  Commodity 
Futures  and  Options 

Call  JACK  CASE  1-800-382-0882 
Fax  1-419-385-6897 

Alaron  Trading  Corp 

There  is  risk  of  loss  in  futures  trading 


SWISS  FRANC  ANNUITIES 

•  Guaranteed  earnings  •  Tax-deferred  growth 

•  No-Load  •  Liquid  •  Judgement-proof 

•  Issued  by  1 38-year-old  Swiss  life  insur- 
ance co.  •  Currency  choice  &  switch  option 

First  Financial  Resources 
Michael  P.  Hanley 

(800)-543-3392 
(510)-937-8589  Fax 


m 
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ail 

U 

FOR  SALE  BY  OWNER! 

CONVENIENCE  STORES  •  RESTAURANTS  « 
NURSERIES  •  NURSING  HOMES  •  PERSONAL  SERV 
AUTO  SERV  •  MFC.  •  WHSLE.  DISTR,  •  FLORISTS  ■ 
MISC.  RETAIL  •  TRANSPORTATION 
FROM  *S0M«  SOME  WITH  TERMS  • 
NO  FEES  TO  BUYERS  I 

WORLDWIDE 

Ivl -800-240-7355 


EXECUTIVE 
CONSULTING 

$150,000  PER  YEAR 

from  only  3-5  small  projects 
per  month.  Very  lucrative 
home-based  business  for  ex- 
perienced business  people 
with  good  communication 
skills  and  a  strong  desire  for 
personal  and  financial  inde- 
pendence. Work  with  an 
affiliated  corporation  of  a  30- 
year-old  CPA  firm  providing 
two  unique,  "bottom-line"  con- 
sulting services  to  a  broad 
spectrum  of  companies.  Mod- 
erate investment  required. 
May  be  operated  full  or  part- 
time.  Call  today  for  NO 
OBLIGATION  information 
and  video. 

800-660-0330 

Mon-Fri,  9am-5:30pm,CDT 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Delaux w  Call/Write  ,or  FREE  KIT: 

kklvistrv     p0- Box  484"FB 
V'  W  y-  Wilmington,  DE  19899 

M  L>td  800-321-CORP-  302-652-6532 


Franchise  Concepts  Needed! 


We  offer  you: 
•  Confidentiality  'Management 
•Source  of  Capital  Expertise 
•20+ Years  of  'Grow  Current 

Experience  Franchises 
•The  Complete  Package 
H.  Katz  Capital  Group 

PA  Fax  215-364-5025    FL  Fax  954-771-6121 


FA$T  EA$Y  FINANCING 


or  equity  capital  for  your  business.  New 
database  profiles  10,000  active  lenders 

willing  to  take  risks  your  bank  won't. 

75  financing  types  give  you  countless 
options  for  every  deal 

FREE  INFO  800-580-1188 


MarketClassified 


A  new  "Deep  Green"  patent  heralds 
major  changes  in  the  multi-billion  $ 
use  of  soluble  salts  and  cleanup  of  salty 
wastes.  Investors,  users,  and  producers 
can  get  inside  info  on  3  new 
cutting-edge  plants.  Design  and  opera- 
tion led  by  owner  of  basic  pat.  In  US 
and  Can.  Plus  much  proprietary  and/or 
patentable  knowhow.  As  CEO  of  pro- 
ducing mine  (first  licensee),  will  build 
first  plant  to  produce  99.99%  NACL  at 
1/5  the  plant  cost  of  current  designs  and 
1/2  the  operating  costs,  second  sodium 
sulfate,  third  reclaiming  salts  from 
wastes  like  brines,  potash  tailings, 
aluminum  saltcake,  etc.  —  Offering 
max  of  40  'Info  Only'  subscriptions  for 
all  design,  startup,  oper.  data,  and  new 
dev.  for  5  years,  all  3  plants  incl.  You 
share  costs —  get  same  data  as  CEO  — 
your  share,  $995,000/Subs,  $275,000 
down,  bal  over  4  years.  Early  signups 
get  option  for  exclusive  license  for  one 
viable  territory.  National  monopolies 
welcomed.  Principals  request  info  on 
letterhead  to  fax  (602)  957-8555. 


Franchise 

your  business! 

For  the  expert  help  you  need  call: 
1-800-FRANCHISE 
(1-800-372-6244) 

Francorp' 

Specialists  In  Franchise  Development  ' 


[Franchising. 

I  Franchise  your  business  for  growth 
I  and  success.  Call  Franchise 
|  Developments.  Inc  .  the  nation's  most  | 
■  experienced  franchise  consulting  firm.  t 
JW12)  687-8484  or  800-576-5115  pQ| 


Offshore  Banking 


We  Provide: 
•Protection  from  Lawsuits 
•Banking  Privacy  &  Brokerage  Services 
•Reduce  or  eliminate  "INCOME  TAXES"  . 
•Asset  Protection  &  Privacy  'Estate  Planning 
Call  today  1-800-266-8211 
Merrill,  Scott  &  Associates 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  corporations  &  LLC's. 


*25 


plus 

state  fees 


1 800-318-7407 

MIS02-652-6760 

http://www.corpco.com 


EDUCATIONAL  SERVICES 


FREE  VIDEO 


Bafluaa! 

I"  BACHELOR  •  MASTER  •  DOCTORATE 
•Maiiag^menl  •Education  •Nfedtatuin 
•  Enqpncwnng    •Computer  Science        •Holistic  Cm 
•Ths-ology        •Chemical  Dependency  •Paralegal 
•  Law  •Hoi*l  &  Reiiauianl       •  Grad  Tcachvr 


La  Salle 


800)955-8879^ 


Univ©rsityMancJeviMe  la  7o«7o-< 


Universitv  Deqrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin,  Public  Admin 

Health  Care  Admin.  Human  Resources, 
Finance.  International  Business,  Tech  Mgmt, 
Law,  Paralegal,  Psychology  Call  for  brochure 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E  17  St-F,  Santa  Ana.  CA  92705 
http://www.scups.edu 
Email:  enroll@scups.edu 


Major  British  university  offers 

International  MBA 

entirely  by  home  study. 
No  Bachelor's  degree  required. 


krfifi9lff[Mll  Three  weeks  from  now  you 
n  begin  work  in  a  previ- 
ous And  rigorous  MBA 
program,  whit  h  The  Economist 
^^Intelligence  I  'nil  has  included  in 
its  report.  Which  MBA?  A  Critical  Guide 
to  the  World's  Bor  Programmes. 

(originally  established  in  1H21  i 

Heriot-Watt  University 

North  American  Distributor 
6921  Stockton  Ave.,  Suite  5 
El  Cemto.CA  945311  •  Fax  (51(1)  528-3555 
Toll-free  (800)  THE  WATT  ext.  5 


MS 

Health  Care  Management 
Engineering  Management 

MBA 


0 


ther  External  Programs  available 


California 
Coast.t,^ 
University 

700  N  Main  St.  •  Santa  Ana,  CA  92701 
(714)  547-9625  •  (800)  854-8768 

via  internet:  www.calcoastuniv.edu/ccu 
E-Mail:  ccu@deltanet.com  J 


[BACHELOR,  MASTER,  DOCTORATE 

I  EARN  A  DEGREE.  Use  your  past  experience  as 
I  credit  toward  your  degree.  No  classes,  semi 
I  nars  or  on-campus  attendance.  Studies  build 
I  upon  your  experience.  Self-paced. 
I  For  No  Cost  Evaluation,  send  resume  or  call 
(800) 240-6757. 

Name   

[Address   

City  _ 
Zip  _ 


State 


Tel  (H) 
Tel  (W) 


6400  Uptown  Blvd  NE 
Suite  398-W  Dept  29 
''Albuquerque,  New  Mexico 
87110  USA. 

 8 


STERLIN  G 

SERVICES 

1-800-800-6757 


COUPLES 
BUTLERS/HOUSEMEN 

CHEFS/COOKS 
ANDSCAPE  GARDENERS 
COMPANIONS 
ESTATE  MANAGERS 


Complelely  Screened 
THE  HOUSEHOLD  PROFESSIONALS 


protective 
r  Coating. 


EXTREMELY  DURABLE 
RESISTS  ACIDS  RUST  ROT 
FOR  HOME  AND  INDUSTRIAL  USES 
WATERPROOFS  AND  SEALS 
FOR  BROCHURE  AND  FREE  SAMPLES 
800-631-2164  FAX:  908-364-4109 


CAPITAL  AVAILABLE 


BORROW  AGAINST 
.OLD-SILVER-PLATINUM 

Coins  or  Bullion 
Loans  up  to  80%  of  value 

No  Application 
No  Credit  Check 
No  Income  Requirements 
Loans  from  $10,000 

ill  1-800-949-4653  ask  for  Ann  Saindon 


BUSINESS  SERVICES 


RGFJED  FAX  BROADCASTING 


k  Broadcast  Your  Ad  Message 
j  The  Right  Person  Overnight 

'Huge  Database  of  Fax  Contacts 
•Very  Cost-Effective  Rates 


100-859-0901 


CENTRAL  FLORIDA 
MARINA 
&  BOATYARD 

jvo  residences  and  profitable 
isiness.  $2.5M.  Owner  retiring, 
lone/fax:  407-633-5470 


INVESTMENT  GEMSTONES 
GUARANTEED  LIQUIDITY!! 

We  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 
Free  wholesale  catalog  since  1967! 
Member:  Jeweler*  Board  of 
Trade  &  Ciiamber  of  Commerce. 

HOUSE  OK  ONYX 
I  Main  St.,  Greenville,  KY  42345 
-800-844-3100  or  FAX  502-338-9605 


Residency 


The  tax  tree  Turks  and  Caicos  Islands,  the  British 
dependency  only  575  miles  /  90  minutes  Hying 
from  Miami,  now  offer  permanent  residency  lor  an 
individual  or  family  for  a  commitment  of  as  little  as 
US$  40,000  plus  fees. 

Many  high  net  worth  individuals  and  business 
people  have  already  expatriated  to  these  idyllic 
islands;  they  have  an  excellent  climate  and  are  free 
of  income  corporation  and  capital  taxes  such  as 
death  duties. 

If  your  strategy  requires  adoption  of  alternative 
citizenship  and  passport  as  such  we  can  arrange 
this  in  a  suitable  low  cost  jurisdiction. 

For  information  please  contact: 
Paul  Winder,  Director, 
INTERNATIONAL  COMPANY 
SERVICES  (TCI)  LIMITED 
PO  Box  107,  Oceanic  House, 
Duke  Street,  Grand  Turk, 
Turks  &  Caicos  Islands, 
British  West  Indies. 
Tel:  809  94  62828 
Fax:  809  94  62825 
E-Mail:  tcires(Sjicsl.com 


http:  //www. icsl.com 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE  FOR  THE 
BEST  ASSET  PROTECTION  AND  PRIVACY 
Companies  -  Bahamas,  BVI,  Cayman 

Trusts,  Bank  &t  Securities 

Credit  Cards  0**?5 

Visa/MC/Amex 

(800)  551-9105 

hnp://www  sky  surf  com/ucs 


Co, 


'"Were 


TheMumM>  Cigar  Club 


Impressive  as  a  gift  and  great  to  )oin 
for  yourself  With  youf  Membership 
cnioy: 

•Different  Gnats  eaeh  month 
•Exclusive  discounts  on  future 
otdets  (well  below  retail  pnees) 
Cigar  Gift  Sampum  available 

Join  un  Toifla>  1 
Call  (800)  89-TASTE 
AMEX.  VISA.  MC 


Aircraft  Charter 
Aircraft  Management 
Aircraft  Sales 


FLIGHT  SERVICES  GROUP,  INC. 

Stratford,  Connecticut  06497 
800.380.4009  •  203.380.4009 

Teterboro,  New  jersey  07608 
800.468.1110  •  201.288.2882 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


M-indusive  fractional  ownership  of 
Learjet  '1  and  Challenger-  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
Call:  1-800-590-JETS 


BUSINESS 

Jet  Solutions 

The  ExECimvE  Aviation  Affiliate  of 

AmericanAirlines 


EXECUTIVE  GIFTS 


PACIFIC  AIRCRAFT 


>lakers  of  Fine 
4en>M*ulptuivs 

fi-^  Hand  carved 

from  solid  mahogany.  Exquisitely 
hand  painted  markings  and 
^■!flf*^*Vf  details.  •  Museum  quality 

?W*^  •  Sizes  16"'  to  22 

•  •  Stand  included 

BBS 


♦From  $99  50 
•  Over  250  Models 

Satisfaction  (.uuranlred 


('AM,  i  Mill  i  I  I  nu  Cvi  vi  <m.  ami  Okiwhs 

14255  N  79th  Street,  Scottsdale,  AZ  85260 
Phone  (602)  991-1841  •  http://www.w3rplanes.com 


SALVADOR  DALI 


"Cosmic  Rays" 

1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare  Authentic  Prints 
from  the  #1  Source  for  Salvador  Dali 
SUP  ERSTATE  FINE  ART 

FREE  CATALOG 
800-999-DALI  (3254) 

outside  U.S.  call  310-798-1360 


HOWIE  FITNESS 


"Your  legs  need  work.' 


C  X  Concept  II 


Indoor  Rower  ■ 

The  complete  etarvlee 

•  Time  efficient  workout 

•  Strength  and  endurance 
building  exercise 

•  Excellent  cross-trainer 

•  High  calorie  burner 

For  FREE  brochure  &  video 

1-800-769-5346 


Factory  Direct 
From  Vermont 


>  \1 

©  19S5  Concept  II,  Inc 


Concept  II,  RR1  Box  1100-G02, 
Morrisvilie,  VT  05661-9727  FAX:  802-888-4791 
e-Mail:  rowing@concept2.com 
Web  site:  http://www.concept2.com 


Richard  Petty 
Driving  Experience 

You  can  drive  a  Winston  Cup  stock  car.' 
Available  yeat  round  at  Atlanta.  Charlotte,  and 
Las  Vegas  Motor  5peedivays.  5  Courses  to  choose 
from  with  prices  starting  at  $  129.99 
Call  1-800  BE  PETTY  for  details! 


For  details  on 
FORBES  MARKET 
LASSIFIED  CALL  OR  FAX  LINDA 
LOREN  (212)  260-0620  or  FAX 

(212)  260-8183, 
e-mail:  lloren@forbes.com 


This  December,  the  Lexus  Challenge  Hosted  by  Raymond  Floyd  will  provide  more  than  dramatic  competition. 
It  will  provide  solace  for  abused  and  neglected  children  by  raising  funds  for  Childhelp  USA,  a  national 
non-profit  organization  dedicated  to  the  prevention  of  child  abuse.  Please  join  us  in  watching  this  prestigious 
tournament  on  NBC  December  21st  and  22nd.  For  the  love  of  the  game,  and  for  the  sake  of  the  children. 

LEXUS  CHALLENGE 

Childhelp  usa  hosted  by  raym°n°  fl°yd 


S/996  Lnm.  A  Damm  Of  Tmola  Hour  Salts.  U.S.A.,  Inc.  Laos  tmmjt  you  to  men,  imiWb  and  aim  all  tfttd  lam.  Fir  mart  mjormamn.  vM  us  ar  wuv.UjLUSgnlf.com  or  call  800-VSA-LEXVS  1800  8725398). 


EDITED  DY  DERO  A.  SADNDERS 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Dec.  1,  1926) 
"When  beer  was  outlawed, 
Anheuser-Busch,  which  was  making 
and  selling  something  like  1.6  mil- 
lion barrels  annually,  was  handed  a 
most  difficult  nut  to  crack.  The  busi- 
ness is  not  quite  so  large  today  as  it 
was  before  Prohibition;  but  it  is  near 
it.  During  the  first  three  years  the 
company  lost  money  heavily.  The 
fourth  year  it  just  about  broke  even. 
In  each  of  the  three  succeeding  years 
a  substantial  profit  has  been  earned." 

"Should  Mussolini  be  hailed  as  lib- 
erator or  tyrant?  Perhaps  it  would  be 
correct  to  say  that  he  was  Italy's  lib- 
erator, but  now  has  become  tyrant. 
His  latest  decrees  out-Czar  the  worst 
Russian  Czar  of  history." 

60  years  ago 

(From  the  issue  of  Dec.  1,  1936) 


In  November  1936,  26  million  employ- 
ees began  applying  for  old-age  pensions 
under  the  new  Social  Security  Act. 


"The  most  important  economic 
and  social  problem  pressing  for  solu- 
tion is  how  to  reduce  unemployment 
to  normal  proportions.  But  to  make 
a  cure  possible  President  Roosevelt 
must  go  a  big  step  farther:  He  must 


Anheuser-Busch 
survived 
Prohibition  by 
making  new 
products  like 
truck  bodies. 


formulate  and  promulgate  policies 
calculated  to  increase  confidence 
among  the  employing  classes." 

"All  through  this  year  officials  of 
the  Bowes  Seal-Fast  Corporation 
(automotive  products,  Indianapolis), 
have  periodically  slipped  an  extra 
$10  bill  into  every  employee's  enve- 
lope. T  have  tried  to  make  my  peo- 
ple feel  confident  that  they  could 
safely  buy  something  other  than  the 
daily  bread  they  were  sticking  in 
their  mouths,'  says  President  Robert 
M.  Bowes." 


50 


years  ago 


(From  the  issue  of  Dec.  1,  1946) 
"With  the  emergency  housing  pro- 
gram [for  ex-servicemen]  seriously 
undermined  by  recent  decontrol 
action,  the  government  will  have  to 
make  up  its  mind  whether  to  keep  its 
hand  in  the  housing  field  or  return  it 
unfettered  to  private  enterprise." 

"Workers  may  feel  it  matters  to 
them  not  one  iota  that  Ford  lost 
$51.6  million  during  the  first  nine 
months  of  this  year,  that  Packard  has 
lost  money  on  every  car  it  has  built 
since  resuming  peacetime  produc- 
tion, that  other  automobile  compa- 
nies have  suffered  severely  financial- 
ly. But  surely  they  would  be  dis- 
turbed— they  should  be — if  they 
were  to  pause  to  ponder  that  such 
losses  have  been  caused  chiefly  by 
strikes  and  that  strikes  have  meant 
gigantic  wage  losses. "-B.C.  Forbes 


25 


years  ago 


(From  the  issue  of  Dec.  1, 1971) 
"It  looks  as  though  the  old  blue  chip 
of  die  movie  business  is  being  cashed 
in  for  a  stack  of  gambling  chips. 
Metro-Goldwyn-Mayer  has  been  sell- 
ing off  substantial  assets,  and  plans  to 


reinvest  in  gaming  ships  and  a  $75 
million  Las  Vegas  hotel.  The  real  boss 
[at  MGM]  is  Kirk  Kerkorian,  the  high- 
rolling  financier  who  is  firmly  in  con- 
trol with  39%  of  mgm's  stock." 

"For  most  men  walking  down  a 
street,  the  best  eye-catcher  is  a  per- 
fecdy  proportioned  female.  Not  for 
Riphael  Malsin,  chief  executive  of 
Lane  Bryant,  which  last  year  got 
nearly  75%  of  sales  selling  clothing  to 
odd-size  women  who  will  never  make 
the  gatefold  of  Playboy.  Last  year 
Lane  Bryant's  sales  were  a  tall  $229.2 
million,  its  return  on  equity  a  stout 
16%,  its  debt  a  thin  $5  million." 


10 


years  ago 


(From  the  issue  of  Dec.  1,  1986) 


Italian  artistry,  new  style:  reworking 
a  $1  bill  into  a  $50  or  a  $100. 


"In  Milan  counterfeiting  is  a 
growth  industry.  Think  of  it  as 
money  laundering  gone  literal:  (a) 
buy  a  $1  bill,  (b)  bleach  it  back  to 
white,  (c)  print  something  creative 
on  it,  like  $50  or  $100." 

"The  only  thing  more  nerve-wrack- 
ing than  negotiating  an  arms  treaty 
with  the  Soviet  Union  is  making  sure 
the  U.S.S.R.  sticks  to  its  word  and 
doesn't  cheat.  But  when  U.S.  nego- 
tiators resumed  arms  control  talks 
with  their  Soviet  counterparts  in 
Geneva  in  October  after  the 
Reykjavik  summit  meeting  between 
Gorbachev  and  Reagan,  the  U.S.  was 
once  again  dealing  from  a  position  of 
enormous  technological  strength. 
The  most  impressive  [recent]  gains 
have  come  in  space  surveillance."  H 
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When  the  first  visible 
signs  of  a  thaw  in  the 
totally  frozen  relations 
between  the  U.S.  and 
China  showed  up  at  the 
ping-pong  table,  there 
was  considerable  trepidation 
among  some  of 
President  Nixon's  top 
hands  that  there  might 
be  wide  political  backlash. 
The  near  total 
unanimity  of  relief  and 
enthusiasm  produced  by 
the  ping-pong  breach 
in  our  China  Wall  com- 
pletely removed  that 
lurking  fear  and  fueled 
Mr.  Kissinger's  trip  to 
Peking.  Nearly  nothing 
but  good  has  come  from 
the  announcement  of 
the  pending  visit,  and 
nothing  but  good  can 
result  from  it  even  if  few 
specifics  result  at  once. 

-Malcolm  Forbes  (1971) 


A  Text .  .  . 

Everyone  that  heareth 
these  sayings  of  mine, 
and  doeth  them  not, 
shall  be  likened  unto 
a  foolish  man,  which 
built  his  house  upon 
the  sand. 
-Matthew  7:26 


Sent  in  by  Joseph  C.  Profita, 
Vista,  Calif. 

What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


The  most  prevalent  snobbery 
is  among  the  vulgar,  who 
turn  up  their  noses  at 
anybody  who  isn't. 

-CULLEN  HlGHTOWER 

You  are  entitled  to  your 
own  opinion.  You  are  not 
entitled  to  your  own  facts. 

-Anonymous 

Fun  is  when  you  enjoy 
what  you're  doing;  work 
is  when  you'd  rather  be 
doing  something  else. 

-Art  Buck 

Democracy  demands 
that  all  of  its  citizens 
begin  the  race  even. 
Egalitarianism  insists 
that  they  finish 
the  race  even. 
-Roger  Price 


Success  is  the  ability  to 
go  from  failure  to  failure 
with  no  loss  of  enthusiasm. 

-Winston  Churchill 

The  search  for  blame 
is  always  successful. 
-Robert  Half 

Of  all  the  things  you  wear, 
your  expression  is  the 
most  important. 

-Anonymous 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Individual  volumes  are  available  for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  3V:  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-2344553  and  charge  to  your  credit  card. 


It  is  quite  wrong  to  think 
of  old  age  as  a  downward 
slope.  On  the  contrary,  one 
climbs  higher  and  higher 
with  the  advancing  years, 
and  that,  too,  with  surpris- 
ing strides.  Brain-work 
comes  as  easily  to  the  old 
as  physical  exertion  to 
the  young. 
-George  Sand 

Sometimes  you  have  to  be 
silent  in  order  to  be  heard. 

-WlLMA  ASKINAS 

If  you  would  know  what  the 
Lord  God  thinks  of  money, 
you  have  only  to  look  at 
those  to  whom  he  gave  it. 
-Michael  Baring 

Success  is  when  you  get  what 
you  want.  Happiness  is  when 
you  want  what  you  get. 

-Anonymous 

The  brotherhood  of  man  is 
not  a  mere  poets'  dream:  It 
is  a  most  depressing  and 
humiliating  reality. 

-Oscar  Wilde 

Anyone  who  says  you  can't 
see  a  thought  simply  doesn't 
know  art. 

-Wynetka  Ann  Reynolds 

We  have  to  do  with  the 
past  only  as  we  can  make 
it  useful  to  the  present 
and  the  future. 

-Frederick  Douglass 

All  men  are  liable  to  error; 
and  most  are,  in  many  points, 
by  passion  or  interest,  under 
temptation  to  it. 

-John  Locke 

The  only  thing  I  rise  to 
is  a  challenge;  the  only 
thing  I  succumb  to  is 
temptation. 
-John  P.  Grier 
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There  is  an  entire  world  beneath  this  sky,  and 
on  it  daily,  2,066,706 futures  are  traded, 
69,960,000  barrels  of  oil  are  produced,  136,145 
cars  roll  off  assembly  lines,  countless  disasters 
occur  and  governments  govern,  some  well, 
some  poorly.  Yet,  with  all  this  diversity,  one 
basic  need  transcends  all  others.  The  need 
to  communicate.  This  is  our  planet.  From 
where  we  sit,  there  are  no  borders  dividing 
countries,  no  ribbons  of  telephone  lines,  no 
dishes,  just  the  sky.  And  if  you  can  see  the 
sky,  you  can  communicate  on  our  planet. 


INTRODUCING 


The  first  affordable,  portable,  global  communications  system.  Phone, 
fax,  e-mail  and  messaging,  for  about  the  price  of  a  laptop  computer. 
Call  1-888-PLANE  Tl  or +1-301-214-3500  outside  the  U.S. 
E-mail:  Planetl@comsat.com  Web:  www.comsat.com  (£f,COMSAT 

%^  Personal  Communications 


Communic@tion.  Transform@tion.  Integr@tioi 
Overcome  barriers  and  boundaries  with  IT-driva 
solutions,  from  intranets  that  integrate  to  systen 
that  innovate.  BDM  can  help  you  share  informatioi 
create  and  apply  knowledge,  and  keep  your  won 
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TABLE  OF 

THE  BIG  ISSUE:  WHERE  DO  WE  GO  FROM  HERE? 

CONTENTS 


HISTORY  &  POLITICS 


-|  A  MARK  HELPRIN 

■  ^  The  Acceleration  of  Tranquility 
~  ^rftfc"  "History  is  in  motion,  and 

v"!*  *    those  moving  with  it  are  so 
I  caught  up  that  they  cannot 
\  always  see  its  broad  outlines." 

f%f  STEPHEN  AMBROSE 

Mm w  When  Was  the  Real  Techno- 
Revolution?  "We  live  in  an  age 
in  which  rapid  change  is  cer- 
tain. We  have  lived  in  a  century 
that  has  experienced  more 
change  than  any  other.  Or  so  we  believe. 


NEWT  GINGRICH 

At  the  Cusp  of  the  Evolutionary 
War  "You  won't  find  out  about 
the  possibilities  of  cyberspace 
by  hearing  about  it  on  network 
television." 


*%  FRANCIS  FUKUY  AM  A 

WW  Trust  Still  Counts  in  a  Virtual 
World  "This  disembodied  orga-  HPVH 
nization  exists  without  institu-  ISJ^B 
tions,  without  loyalties,  without  HrSH 
face-to-face  interaction."  ^Hfifi 

*%S  JOHN  KEEGAN 

WW Computers  Can't  Replace  Judgment 
"The  mere  multiplication  of 
facts,  however  securely  stored, 
however  diversely  categorized, 
does  not  assist  but  may  actually 
detract  from  the  ultimate  effort  a  histori- 
an must  make,  which  is  to  see  the  woods 
among  the  trees." 

ROBERT  CONQUEST 

w  J  Totalitarianism  and  Technology 
"Nowadays,  we  seldom  remember 
that  the  totalitarianism  that 
emerged  early  this  century  was 
thought  to  embody,  above  all, 
modernity  and  technology." 
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PAUL  JOHNSON 

To  the  Historian,  Imagination 
||  Still  Matters  "It  is  impossible  to 
i  exaggerate  the  growing  reliance 
I  on  electronic  storage  systems 
I  for  research  historians." 


A  O  PAUL  ROMER 

Tf  win  the  Beginning  Was  the  Transistor 
"Every  culture  develops  its  own 
creation  myth.  The  myth  for 
Silicon  Valley  starts  with  the 
discovery  of  the  transistor." 

A  Q  RALPH  NADER 

Digital  Democracy  in  Action 
"Information  is  the  currency 
of  democracy,  and  information 
age  technologies  can  make 
La  information  current,  accurate, 
and  inexpensive." 

|--|  ROBERT  D.  KAPLAN 

W  I  Technology  as  Magnifier  of  Good 
and  Evil  "The  record  of  history 
is  clear:  Though  technological 
innovations  have  changed  the 
way  we  live,  they  have  not 
changed  man's  essential  nature." 

rA  SIMON  SCHAMA 

W  ■  Hot-Wired  History...  Unplugged 
"Never  confuse  history  with  nostalgia.  In 
its  Greek  origins,  historia  meant  inquiry, 
and  from  Thucydides  onwards, 
the  past  has  been  studied  to 
understand  its  connections  with 
the  present." 

(-^MICHAEL  JENSEN 

W  /  Overcoming  the  Fear  of  Change 
"The  technological  and  political  changes 
buffeting  the  world  are  generating  major 
industrial  change  paralleling  that 
of  the  industrial  revolutions  in 
the  eighteenth  and  nineteenth 
centuries." 


("  Q  JEFFREY  EISENACH 

W  J  Kakumei,  Not  Revolution,  Is  the 
Challenge  "The  indestructible  pillars 

of  the  industrial  world,  its  ideas 
as  well  as  its  great  institutions, 
have  crumbled  before  the  forces 
of  the  digital  'revolution.'" 


SA  JEREMY  RIFKIN 

Ot"  A  Radically  Different 
World  "There  has  never  been 
a  neutral  technology.  All  tech- 
nologies are  power." 


PRIVATE  LIFE 


n*J  MICHAEL  MALONE 

%jAm  The  Frontier  of  the  Heart  "Here 
at  Downs  Pharmacy,  amidst  the  napkin 
■  dispensers  and  catsup  bottles, 
lies  a  tiny  oasis,  a  respite  from 
one  of  the  greatest  social  trans- 
formations in  human  history." 

QQ  ESTHER  DYSON 

S  wPwf  Friction  Back  in  Cyberspace! 
"Life  has  friction,  texture,  distance;  those 
inconvenient  physical  condi- 
tions are  a  part  of  human  life 
that  we'll  miss  sorely  as  we  move  K 
into  the  digital  environment." 

°1  fl"l  RICHARD  J°HN  NEUHAUS 

I  w  I  The  Internet  Produces  a 
Global  Village  of  Village  Idiots  "I  write 
this  with  a  pen  and  legal  pad  at  a  vaca- 
n^"S||  tion  redoubt  in  the  wilderness 

of  Quebec,  far  from  computers, 
wL'-^Jjai  the  Internet,  and  email 
SHmS  urgencies." 

«4  f\A  AL  GOLDSTEIN 

I  w  ■  Cybersex  Leaves  Me  Limp 
"Somewhere  in  the  wilds  g 
outside  of  Las  Vegas,  they  are  lj 
laying  plans  for  the  world's  first 
cyberbrothel." 
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<iATBILL  McKIBBEN 

I  U  /  Our  T/zere  in  ffre  Middle  of  the 
Buzz  "Those  billions  of  microproces- 
ors  that  have  spawned  like 
pringtime  frogs  in  the  last 
quarter  century  are  constantly 
sending  us  information,  data, 
and  images." 

"f*i  nwiLUAM  F*  buckley  jr- 

I  I  w  The  Evolution  of  a  True 
Believer  "When  I  was  nineteen,  I  wanted 
to  dance  with  my  girl  all  night,  but  she 
stopped  me,  after  a  week's  glut- 
tony, and  said  she  would  have 
to  go  home  to  begin  reading  for  ^ 
her  senior  thesis.  I  grandly  told 


her  not  to  worry  her  pretty  little  head." 

"W  O  MICHAEL  KINSLEY 

I  I  W  The  Morality  and  Metaphysics 
of  Email  "The  way  the  new 
technology  has  affected  my 
working  life  most  directly  has 
nothing  to  do  with  what  I  am 
producing." 

-|-|  A  OWEN  EDWARDS 

I  I"  Remembrance  of Things  Fast 
"As  she  moved  toward  the  end 
of  a  long  life,  my  mother  qui- 
etly embarked  on  a  process  of 
de-acquisition." 

W  QTH0MAS  MOORE 

I  I  O  The  Butterfly  and  the  Web 

7 *■  "  ^  "A  digit,  we  might  remember, 
jS  y^L  ys  a  fin8er>  an(i  a  digital  world 
l  ViB  is  one  where  fingers  are  hard 
J*     at  work." 

<\*J*J  CAMILLE  PAGLIA 

I  Am  Am  The  Internet  &  Sexual  Personae 
"A  man  came  up  to  me  and 
said,  'Do  you  know  you're  all 
over  The  Well?'  'What  is  The 
Welti'  I  asked." 

"1 0  GkJ0E  QUEENAN 

I  Am  v#  How  I  Was  Flamed  by  Serb 
Heat  and  Survived  "Back  in  May,  I 
spent  three  days  writing  an 
online  novel  for  Mr.  Showbiz, 
a  service  launched  by  Microsoft 
cofounder  Paul  Allen." 


-g  tJjT  REYNOLDS  PRICE 

I  AmKJ  Strengthened  by  a  Pale  Green 
Light  "By  the  time  that  tumor 
became  life-threatening,  my  sur- 
geon had  mastered  a  brand-new 
of  medical  technology." 
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«f  A  S  DAVID  BERLINSKI 
iTwTfe  End  of  Materialist  Science 

a "For  the  moment,  we  are  all 
waiting  for  the  gate  of  time  to 
open.  The  great  physical  theories 
having  acquired  a  marmoreal 
aspect,  the  heroic  era  of  scientific  explo- 
ration appears  at  an  end." 

-|  £LA  BILL  GATES 

I  Ot1  A  View  from  Olympus  "More 
and  more,  information  about  f^S 
goods  and  services,  buyers  and  *Wjjjft} 
sellers,  will  migrate  to  tin.  net  f^gLm^ 
work.  Once  that  happens,  then  HH 
the  people  who  have  been  profiting  as 
middlemen  passing  that  information 
along — well,  their  world  becomes  very 
different." 

-j-T-j  FEDERICO  FAGGIN 

1/   I  The  Future  of  the  Micro- 
processor "Since  the  invention  of  the 
HB£B  integrated  circuit  in  1961,  the 
|^  J§M  number  of  transistors  contained 
^       I  in  a  single  chip  has  increased 
^H^^l  one  millionfold." 

*V7A  NICH0LAS  NEGROPONTE 

I  #T"  Been  Digital— What's  the  Next 
Big  Thing?  "Today  paper  is  still 
a  better  display  medium  and, 
therefore,  offers  a  better  human  *^  ^ 
interface  than  any  computer. 
But  that  will  change.  We  won't  be  the 
Atoms  Family  forever." 
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RICHARD  LEAKEY 

Computers  Bring  Old  Bones 
to  Life  "I  confess  to  being 
one  of  the  few  people  left  in 
the  world  who  is  'computer 
illiterate.' " 


1  QOFREDERICK  TURNER 

I  OAm  Virtual  Reality  Makes  Every- 
one Principals  "This  is  the  ulti- 
mate in  virtual  reality:  A  smell 
of  dung  and  honeysuckle  and 
mowing  wafts  up  from  the  farm 


below,  with  the  soft  baaing  of  sheep." 

ANN  WINBLAD 

The  Future  of  Software  Is  Now 
'While  the  media  hums  with 
stories  of  the  Internet,  and  how 
it's  transforming  the  way  we  com- 
municate, perhaps  the  missed 
story  of  our  times  is  the  revolution  within 
the  software  industry." 


"1  QQDENNIS  muren 

I  O  J  Hasta  la  Vista,  Humanoid 
"For  the  first  time  in  cinematic  history, 
computer  artists  created  amaz- 
ing images,  including  a  charac- 
ter that  appeared  just  as  photo- 
real  and  lifelike  as  the  actors 


od  con- 
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performing  in  the  film." 

1  Q*1  STEVEN  WEINBERG 

I  J/  I  At  Last— What  Sort  of  World  Is 
This?  "We  have  not  yet  understood  con- 
sciousness or  intelligence,  but 
there  is  no  reason  to  suppose 
that  these  are  anything  but  the 
workings  of  physics  and  chem- 
istry within  the  brain.  As  far  as  we  can 
tell,  there  is  nothing  in  the  fundamental 
laws  of  nature  that  will  suggest  any  spe- 
cial role  for  intelligence  in  the  plan  of 
things." 

1  ANDREW  GROVE 

I  y  O  What  Can  Be  Done,  Will  Be 
Done  "I  have  a  rule,  one  that  was  honed 
by  more  than  thirty  years  in  high  tech. 

It's  simple.  'What  can  be  done, 
will  be  done.'  Like  a  natural 
force,  technology  is  impossible 
to  hold  back.  It  finds  its  way  no 
matter  what  obstacles  people  put  in  its 
place." 

-|  Q-f  PATRICK  McGOVERN 

I  y  m  Circling  Back  to  the  Small  and 
Simple  "George  Orwell  got  it  backward. 
Digital  technology  is  not  im- 
posing bureaucracy  but  restor- 
ing a  bygone  social  order.  Far 
from  shackling  individuals, 
computers  are  liberating  us." 
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RICH  WILLIS 

New  Math:  One  Plus  One 
Equals  Four  "In  the  informa- 
tion age,  conventional  mathe- 
matics is  obsolete.  Economics 
and  accounting,  which  are 
based  on  an  outdated  version  of  mathe- 
matics, are  likewise  obsolete... in  the 
information  age,  one  plus  one  equals 
four." 

0  ft  O  SC0TT  McNEALY 

Am  V  &  Steps  to  a  Digital  Networked 
Future  "We  are  all  hopelessly 
behind  in  taking  advantage  of 
a  digital  networked  future.  So 
what  do  we  do?  It  makes  more 
sense  to  focus  on  where  the  hockey 
puck  is  going,  instead  of  where  the 
puck's  been." 


1  HE  average  battery  lasts  three  hours. 
Some  people  need  a  little  more  than  that. 


The  AcerNote™  Nuovo",  with  the  longest-lasting 

battery  of  any  notebook  computer.  As  much  as  J  hours'. 


Acer*  {4 


Afresh  perspective. 

I-800-405-ACER  www.acer.com/aac/ 

©1996  Acer  America  Corporation.  Acer  and  the  Acer  logo  are  registered  trademark*  and  AcerNote  and  Nuovo  are  trademarks  of  Acer  America  Corporation  and  Acer  Inc. 
The  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation.  *Independent  cross-country  battery  testing  conducted  by  VenTest.  Inc..  June  1996-  Average 
battery  life  comparisons  as  reported  in  PCWeek.  July  1996. 
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91 AT0M  W0LFE 

mm  I  V  Sorry,  but  Your  Soul  Just  Died 
fc'T  "Something  tells  me  that  within 
ten  years,  by  2006,  the  entire 
digital  universe  is  going  to  seem 
»Hfe2  like  pretty  mundane  stuff  com- 
pared to  a  new  technology  that  right 
now  is  but  a  mere  glow  radiating  from 
a  tiny  number  of  American  hospitals." 


f\f%  A  RICK  SEGAL 

mm  Mm      Decade  of  the  Cus- 
tomer "Perhaps  it's  true  that  the 
World  Wide  Web  will  end  not 
with  a  bang  but  a  whimper." 
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TOM  BROKAW 

Only  Good  If  You  Can  Trust  It 
"When  I  began  to  get  involved 
in  broadcasting  and  journalism 
as  a  teenager,  I  lived  in  a  world 
of  AM-only  radio." 


<J«J4  RUSH  LIMBAUGH 

ms&  I  The  Thorniest  Problems  Are 
Never  Technological  "I  remem- 
ber as  a  kid  the  predictions  that 
by  the  1980s  we  were  all  going 
to  travel  around  in  pneumatic 
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tubes  and  eat  our  meals  in  pill  form." 


^O^BILL  FREZZA 

mmlLwlLw  History's  Greatest  Brain  Drain 
'What  kinds  of  societies  would  emerge 
if  the  fabric  of  civilization 
could  only  be  woven  from 
the  voluntary  exchange  of 
value  for  value?" 
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O  O  C  ROGER  McNAMEE 
mmKt\)  Your  Road  Map  to 
Spectacular  Returns  "Where 
product  cycles  are  short  and 
market  leadership  is  often 
ephemeral,  many  of  us  choose  to  avoid 
the  risk  and  invest  elsewhere.  Don't!" 
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ANDY  KESSLER 

Taking  Stock  and  Making 
Cents  "Like  those  magnificent 
men  in  their  flying  machines, 
tech  stocks  go  up,  up,  up,  and 
they  go  down,  down,  down." 


^<JQTOM  PETERS 

mm  w  O  The  Search  for  Excellence 
Continues  "In  1946  big  compa 
nies  were  still  managed  by  the  HE 
seat  of  the  pants.  Bob  McNam.i  af^ 
ra  changed  all  that."  I« 
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VIRGINIA  POSTREL 

No  One  Can  Know  Absolutely 
Everything  "It's  a  common 
story:  the  product  that  takes 
off  in  ways  its  inventor  never 
predicted.  The  Xerox  copy 
machine  was  famously  more  successful 
than  anyone  imagined  it  would  be." 

0A7  R0SABETH  M0SS  KANTER 

AaV  /  Can  Giants  Dance  in  Cyber- 
space? "Instead  of  creating  a  new  culture 
in  tune  with  the  expansive  hu- 
man possibilities  of  cyberspace, 
too  many  corporations  are  con- 
fined in  'bureauspace.' " 
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STANLEY  CROUCH 

Swingin'  to  the  Digital 
Times  "Jazz  was  born  in 
the  streets  around  1900, 
and  technology  was  essential 
to  its  evolution." 


0£  A  MICHAEL  HAMMER 

mm  W  w  Reversing  the  Industrial 
Revolution  "My  advice  to  the  somewhat 
overly  enthusiastic  technophiles  P™"^?  ;  + 
peddling  these  visions  is  simple: 
Get  a  grip.  Information  tech- 
nology will  not  be  felt  in  direct 
and  immediate  ways." 
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PETER  HUBER 

The  End  of  Law,  and 
the  Beginning  "Legally 
speaking,  broadcasts  and 
VCRs  are  simple.  It's  the 
Web  that's  hard." 


LAST  WORDS 
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GEORGE  GILDER 

What  Civilization  Can't  Afford 
to  Forget  "As  the  millennium 
approaches,  it  is  time  to  assert 
the  obvious  truth  that  twenti- 
eth-century culture  was  mostly 
a  nihilist  death  trip,  in  the  grip  of  the 
materialist  superstitions  of  Marxism, 
naturalism,  positivism,  Darwinism,  and 
deconstructionism." 

9fiQTHE  ARTISTS 

mm  ©  J  Meet  fifty-one  of  America's 
(and  ASAP's)  best  illustrators,  many 
of  whom  are  key  figures  in  the  current 
renaissance  of  magazine  illustration. 


OQ£ASAP'S  VIEWS 

mm  Jr  w  Last  thoughts ...  and 
what's  next. 


ABOUT  THE  COVER 

Cover  artist  Jim 
Ludtke  built  a 
three-dimensional 
city  in  cyberspace 
to  make  new  an  old 
idea  of  art  director 
Tony  Lane  ( a 
bird's-eye  view  of 
skyscraper  letter- 
ing— first  used  on  a  1980  Grammy  nomi- 
nated album  cover  for  Chicago  XIII). 
Ludtke  then  "photographed"  it  from  vari- 
ous angles  to  create  the  cover  and  the  six 
section  introductions  using  the  following 
equipment  and  software:  He  created  the 
3D  scenes  on  an  Apple  Macintosh 
8100/80  and  rendered  everything  on  a 
9500/120.  He  built  the  3D 
models  in  Macromedia's 
Extreme  3D  and  imported 
the  models  into  Electric 
Image's  Electric  Image  An- 
imation System  to  do  the 
rendering.  He  used  Adobe  Photoshop 
to  create  a  collage.  The  collage  was  then 
applied  to  the  3D  models  of  the  buildings 
and  letterforms  in  Electric  Image,  where 
he  set  up  a  lighting  scheme  and  camera 
angles  and  made  the  final  renderings. 
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Beginning  today,  you  can  fly  the  American  Airlines  Interactive  Travel  Network™  right  from  your  own  personal 
computer.  Our  new  line  of  AAccess™  software  programs  allows  you  the  most  ways  to  plan  and  purchase 
travel,  check  flight  status,  arrange  seating  upgrades  on  American,  review  A%dvantage*  program  information 
and  more.  All  from  the  comfort  of  your  desktop.  Or  laptop,  as  the  case  may  be.  All  with  no  service  charges 
or  connection  fees*  To  order  Personal  AAccess™  software,  just  give  us  a  call  at  1-800-AACCESS.  For  PC  users 
with  VoiceView  software,  select  the  AA  button  in  the  main  menu.  For  a  |y*Ari/\on  AirlSr%AO 
Internet  users,  visit  AAccess  via  the  Web™  at  http://wwwamericanair.com  /Al  I  l6llwCiHA\ir  ll"S 

Something  special  in  the  air* 


Choose  from  Personal  AAccess,  AAccess  via  the  Web  or 
AAccess  VoiceView™  to  purchase  tickets  to  over  400  U.S.  destina- 
tions on  many  major  airlines.  With  Personal  AAccess,  reserve  rooms 
at  over  16,000  hotel  properties  and  reserve  rental  cars  from  over  20 
companies.  And  coming  soon,  Corporate  AAccess  -  Powered  by 
SABRE™,  designed  for  corporate  travel  planning  and 
management. 


AAdvantage  Account  And  Award  Information 
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Upgrade 


Personal  AAccess  and  AAccess  via  the  Web  make  it  simple 
for  AAdvantage  program  members  to  review  their  accounts.  Just 
go  on-line  to  check  your  current  AAdvantage  mileage  posted,  as 
well  as  determine  which  awards  you  qualify  for  based  on  your 
current  mileage. 


Real-Time  24-Hour  Travel  Information 


With  our  AAccess  Gates  &  Times  feature,  you  can  review  the  most 
up-to-the-minute  arrival,  departure  and  gate  information,  as  well  as 
baggage  claim  location  for  any  American  or  American  Eagle*  flight. 
And  you  can  do  it  whenever  you  want,  day  or  night. 


Special  AAdvantage  Bonus  Offer 
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From  now  through  December  31,  1997,  AAdvantage  members 
will  receive  an  additional  500  bonus  miles  for  each  round  trip 
they  purchase  and  complete  on  American  Airlines  or 
American  Eagle  using  Personal  AAccess,  AAccess  via  the  Web 
or  AAccess  VoiceView. 


On-line  Help 


Personal  AAccess 


American  Airlines.  Amencan  Eagle  and  AAdvantage  are  registered  trademarks,  and  AAccess,  Personal  AAccess,  AAccess  via  the  VXcb.  AAccess  Voice-View.  Girpc  irate  AAccess-  Powered  bv  SABRE  and  Amencan  Aidines  interactive  Travel  Network  are  trademarks,  of  Amencan  Airiines.  Int 
Amenian  Eagle  is  American  s  regional  airline  associate  Amencan  Airlines  reserves  the  nght  to  change  .AAdvantage  program  rules,  regulations,  travel  awards  and  s|ieual  offers  at  anv  time  without  notice,  and  to  end  the  AAdvantage  program  with  siv  months  notice- 
Personal  AAccess  is  offered  free  to  AAdvantage  members,  plus  fti9s  shipping  and  handling    'There  are  no  service  charges  or  connection  fees  to  use  Personal  AVcess  software  through  7/3lA>7,  however,  .AAccess  via  (he  Web  requires  an  on-line  service- or  Internet  service  provider 


THE      BIG  ISSUE 

EDITOR'S 

THE  DIGITAL  REVOLUTION:  WHY  AND  WHITHER 

LETTER 


W,E  figured  THIS  special  issue  of  Forbes  ASAP  could 
'  approach  our  own  high  hopes  for  it  the  day  a 
handwritten  letter,  with  eighteenth-century  flour- 
ishes, appeared  in  our  fax  machine.  It  bore  the  flam- 
boyant John  Hancock  of — Tom  Wolfe.  The  great 
chronicler  and  caricaturist  of  contemporary  American  culture 
had  agreed  to  write  a  short  essay  of  500  words.  A  small  es- 
say, but  we  were  thrilled. 

Once  started,  Tom  sank  his  teeth  into  his  fascinating  sub- 
ject— brain  mapping — and  really  got  to  writing.  In  late  July 
came  the  first  draft,  more  than  thirty-two  pages,  composed 
on  a  typewriter,  crammed  with  handwritten  margin  notes. 
Tom  had  produced  a  happy  surprise  of  5,200  words,  not  500. 

The  anecdote  doesn't  end  here.  Tom  and  I  (12)  talked  it 
over  and  decided  the  article  needed  more  detail  here  and  there, 
particularly  about  the  sudden  and  astonishing  collapse  of 
behaviorism  at  the  hands  of  neuroscience.  During  the  months 
of  August  and  September  we  talked  on  the  phone  and  faxed 
material  back  and  forth — from  Southampton,  Long  Island, 
New  York,  to  Redwood  Shores,  Silicon  Valley,  California — 
several  times  a  week.  In  early  October  a  second  draft  mate- 
rialized, now  grown  to  6,500  words.  And  then  a  week  after 
that,  a  third  draft,  tipping  the  scales  at  7,300  words,  each  a 
perfect  diamond.  For  the  fourth  straight  decade,  Tom  Wolfe 
has  caught  the  bubbling  essence  of  our  time.  If  you  are  like 
me,  you'll  want  to  jump  straight  to  it,  on  page  210. 

For  an  editor,  it  is  a  wondrous  thing  to  see  such  profes- 
sional effort,  and  to  watch  so  many  gifted  writers  and  thinkers 


rise  to  the  opportunity  to  take  on  a  grand  topic — the  mean- 
ing and  implications  of  the  digital  revolution.  We  hope  you 
like  the  result.  We  enjoyed  producing  it. 

■  nd  now,  turning  to  the  contribution  of  our  home 
team,  a  round  of  thanks  must  go  to  all  who  made  Forbes 
Jf^E  WW's  premier  Big  Issue  (on  the  big  issues)  possible. 
Jft^H  On  faith  alone,  Steve  and  Tim  Forbes  opened  their 
m  wallets  so  that  we  could  hire  great  writers  and  il- 

lustrators for  this  project.  (Which  is  saying  more  than  you 
might  think. ...Generous  as  the  Forbes  brothers  are  in  spirit 
and  with  counsel,  honesty  compels  us  to  reveal  here  and  now 
that  they  are  true  Scotsmen  in  all  matters  financial.) 

Undoubtedly  my  most  inspired  decision  was  to  bring  a 
longtime  Forbes  ASAP  contributor,  Michael  S.  Malone  (14), 
aboard  as  a  coeditor.  Mike  and  I  spent  many  pleasant  after- 
noons plotting  our  strategy,  pursuing  writers,  and  crafting  just 
the  right  letter  that  might  persuade  a  Nobel  Prize  winner  or 
famous  historian  to  improve  a  piece  or  even  (hell,  yes!)  start 
over.  Researcher  Geoff  Baum  (1)  patiently  suffered  our  bad 
puns  and  laughing  fits  and  managed,  with  help  from  Gregg 
Pernick  (2),  to  construct  from  our  high  hopes  actual  battle 
plans  to  get  the  job  done. 

Contributing  editors  George  Gilder  (13)  and  Owen  Ed- 
wards (5)  coached  us  to  our  best  efforts  (as  they  have  from 
Forbes  ASAP's  beginning  four  years  ago)  while  senior  editors 
Nancy  Rutter  (4)  and  Gary  Andrew  Poole  (3)  and  reporter 
Lee  Patterson  (10)  kept  the  fires  stoked  on  the  October  issue 


LETTER     FROM     THE  EDITOR 


so  that  more  of  us  could  concentrate  on  this  special  issue.  Art 
director  Tony  Lane  (7)  and  his  dog  Brindle  (8)  rounded  up 
the  best  illustrators  and  got  them  to  work  on  a  single  theme 
(which  is  about  as  easy  as  herding  cats),  while  logistics 
editor  Virginia  Christian  (6)  magnificently  managed  a  deluge 
of  articles  and  illustrations  and,  with  help  from  office  man- 
ager Marilyn  Wills  {11),  kept  the  trains  running  on  time.  How 
does  one  handle  copy  from  superb  word  painters  such  as  Mark 
Helprin  and  Stanley  Crouch?  With  the  deft  touch  of  a  sur- 
geon, and  we  can  thank  senior  editor  Eric  Pfeiffer  (9)  for  that. 

If  you  are  still  with  us,  and  not  yet  romping  off  to  the 
next  millennium  with  Tom  Wolfe,  allow  me  to  act  as  tour 
guide  for  the  next  minute  or  two.  Back  in  April,  when  we 
dreamed  up  this  special  issue,  we  gave  it  a  working  title, 
to  wit:  The  Digital  Revolution — Where  Do  We  Go  from 
Here?  A  plausible  title,  right?  Everybody  is  asking  questions 
like  that  these  days,  right? 

"Hold  it,"  some  will  say.  "Not  everybody;  not  even  most. 
That  does  it!  You  techno-twits,  you  digerati,  you  are  once 
again  building  sand  castles  to  the  sky  regarding  the  magni- 
tude of  this  so-called  information  revolution.  Who  cares,  out- 
side of  Silicon  Valley,  Seattle,  Wall  Street,  and  a  few  other 
places  drunk  on  pretension  and  sudden  wealth — the  factory 
worker  in  Dubuque?  Get  a  life." 

But,  actually,  the  worker  in  Dubuque  does  care.  It's  on  his 
mind  constantly.  He  just  may  not  know  the  right  name  to  give 
it.  Not  knowing,  he  probably  calls  it  something  else — Down- 
sizing, Global  trade,  Foreigners,  Bankers,  Will  I  have  a  job 
next  month?  What  do  I  tell  my  kids  about  their  future?  Why 
do  some  people  get  so  rich,  so  fast,  and  I  cannot?  Should  I 
buy  a  computer  for  Joey?  Is  he  smart  enough  to  get  ahead? 
Will  he  make  it  into  college?  Will  I  end  my  days  behind  the 
counter  at  McDonald's  myself?  Am  I  smart  enough?  Things 
are  pretty  good — for  now — why  am  I  anxious  all  the  time? 
Why  don't  my  wages  keep  up?  Will  I  run  out  of  money  in 
retirement?  What  is  going  on? 

The  digital  revolution  is  what's  going  on,  changing  every- 
thing it  touches.  Here  are  some  clues  to  what's  ahead: 
1.  Whatever  computation  can  replace,  it  will.  Soon  computer 
chips  will  be  so  powerful  and  so  cheap — Moore's  Law  will 
drive  the  cost  of  transistors  to  functional  zero,  cheaper  than 
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cement — that  Maytag  may  choose  to  use  transistors  to  replace 
the  cement  in  the  bottom  of  your  washing  machine.  Arrays  of 
cheap  fuzzy-logic  chips,  not  dead  dumb  weight,  could  keep 
your  washer  perfectly  still  during  the  spin  cycle.  Absent  wet 
clothes,  it  might  weigh  only  twenty  pounds,  light  enough  to 
haul  to  the  weekend  cottage. 

2.  What  information  can  replace,  it  will.  It  replaces  land,  gaso- 
line, time  wasted  in  a  car.  Or  maybe  you  prefer  to  drive  to  the 
bookstore,  to  that  fancy  new  Barnes  &  Noble  or  Borders,  where 
they  have  nearly  everything  you'd  want.  Sometimes  I  like  to 
drive,  too.  Usually  not.  Instead  I  hop  to  Amazon.com,  which 
has  even  more  books,  yet  no  store  at  all.  Just  a  Web  page 
and  a  few  warehouses  (if  that)  in  the  cheap  part  of  town,  near 
the  airport.  Information  trumps  real  estate. 

3.  What  can  be  done,  will  be  done.  So  Intel  CEO  Andy  Grove 
tells  us  on  page  193.  And  what  can  be  done  is  limited  only 
by  a  few  physical  laws — way  out  there,  just  as  E=mc2  was 
way  out  there  to  the  gunpowder  maker  of  the  nineteenth 
century — and  by  our  own  imagination. 

Mh,  yes,  the  imagination.  Many  asked  us,  as  we  labored 
over  this  special  issue  during  the  summer  and  fall,  why 
M^ft  we  didn't  ask  more  computer  and  communications 
people  to  w  rite  articles.  Imagination,  we  said.  That's 
m  what  great  writers  and  poets  bring  to  the  party.  That's 

what  we  wanted  here — imagination.  We  wanted  them  to  imag- 
ine the  future  and  how  our  lives  would  change. 

A  quick  guide:  This  issue  presents  itself  in  four  sections. 
The  first  is  History  &  Politics,  led  by  Mark  Helprin's  magnifi- 
cent "Acceleration  of  Tranquility,"  on  page  13.  Following  Hel- 
prin, you  will  find  a  range  of  opinion,  from  Newt  Gingrich's 
to  Ralph  Nader's.  Section  two  is  called  Private  Life,  starting 
on  page  81.  Science  &  Technology  is  third,  on  page  145.  And 
fourth,  led  by  Tom  Wolfe,  is  Public  Life,  on  page  209. 

It  is  appropriate  that  our  great  contributing  editor,  George 
Gilder,  wraps  up  the  issue  with  a  provoking,  harsh  warning 
of  an  epilogue  on  page  274.  Those  accustomed  to  the  relent- 
less techno-optimism  George  usually  presents  in  Forbes  ASAP 
will  be  in  for  a  shock.  Save  his  article  for  last. 

Coincidentally,  this  marks  Forbes  ASAP's  fourth  anniversary! 
Many  thanks  to  our  supporters.  Keep  the  email  coming!  ■ 

 Rich  Karlgaard  nch@forbesasap.com 
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At  NEC,  we  realize  multimedia  is  some- 
thing far  more  powerful  than  just  a  CD-ROM 
reader  hooked  up  to  your  computer.  It's  a 
global  network  where  people  from  every 
corner  of  the  world  can  communicate  and 
work  together  face-to-face. 

And  NEC  is  positioned  to  be  the  one,  true 
leader  in  multimedia.  After  all,  we're  the 
only  high-tech  company  that  ranks  among 


THE  UNIVERSE 
MAY  BE  EXPANDING, 
BUT  THANKS  TO 
NEC  MULTIMEDIA, 
OUR  PLANET 
IS  DEFINITELY 
SHRINKING. 


the  top  five  in  all  three  key  multimedia  tech 
nologies  -  semiconductors,  computers,  anc 
communications.  In  fact,  we  hold  oven 
29,000  patents  on  everything  from  videc 
conferencing  to  global  satellite  systems. 
For  more  information,  call  1-800-338- 

9549  or  reach  us  on  the  Internet  ai 

just  imagine 


http://www.nec.com. 
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HISTORY      &  POLITICS 

MARK 

THE  ACCELERATION  OF  TRANQUILITY 

HELPRIN 


History  is  in  motion,  and  those  moving  with  it  are  so 
caught  up  that  they  cannot  always  see  its  broad 
outlines.  Like  soldiers  in  battle,  they  are  concerned 
with  objectives  rather  than  principles.  Who  are  these 
soldiers?  They  are  you.  And  what  are  the  principles? 
If  you  search  the  past,  hindsight  makes  them  easy  to  see,  but 
in  the  brightness  of  the  present  they  are  almost  invisible.  Still, 
it  is  possible  to  catch  a  fleeting  glimpse  of  them,  even  if  only 
as  alterations  in  contrast. 

In  that  spirit,  consider  the  two  paradigms  that  follow,  not 
as  you  would  two  spirited  debaters  but  rather  two  paintings 
hanging  at  opposite  ends  of  a  gallery.  You  are  in  the  middle, 
bathed  in  natural  light,  forced  by  history  to  judge  their  color 
and  attraction. 

I. 

August  2016,  California 

You  are  a  director  of  A  firm  that  supplies  algorithms  for 
the  detection  and  restoration  of  damaged  molecular  memo- 
ries in  organic  computation.  Previously  you  specialized  in  the 
repair  of  cosmic  ray  degradation  of  atomic  lattices  in  galli- 
um arsenide  nanorobotics,  but  the  greater  promise  of  organic 
replication  and  the  lure  of  photon  interlinking  led  you  in  a 
new  direction. 

You  raised  $2  billion,  most  of  which  was  devoted  to  the 
purchase  of  computers  and  laser  armature  looms  for  the 
growth  and  manipulation  of  organic  components.  Though 
your  entire  company  is  housed  in  a  single  40,000-square-foot 
facility  and  has  only  90  employees,  it  records  assets  of  $9 
billion  and  annual  revenue  of  $32  billion. 

All  transactions  are  accomplished  through  data  links — 
licensing,  sales,  billing,  remittances,  collections,  investments. 
A  customer  can  make  a  purchase,  receive  your  product,  and 
pay  you  as  fast  as  he  can  speak  orders  to  his  computer.  As 
your  product  begins  immediately  to  work  for  him,  the  money 
you've  earned  begins  immediately  to  work  for  you,  in,  perhaps, 
Czech  dormitory  bonds  that  compound  interest  hourly. 

You  go  to  your  headquarters  mainly  for  picnics,  and 
otherwise  work  at  home,  as  does  your  wife,  who  is  a  partner 
in  a  law  firm  in  Chicago,  where  she  has  never  been.  In  her 
study  and  in  yours  are  giant  screens  that  produce  three- 
dimensional  images  so  vivid  that  they  appear  to  be  real.  Your 
best  friend  has  grown  rich  writing  the  software  that  serves  as 
your  secretary.  The  preparation  of  documents  is  done  by  voice 
in  another  program,  and  the  secretary  concentrates  on 
planning,  accounting,  arranging  your  schedule,  and 
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15-4  screening  what  used  to  be 
called  calls  but  what  are  now 
called  apparitions. 
You  instruct  the  secretary  to  allow  your  wife's  apparition 
to  override  all  others.  She  is  at  a  beach  in  Indonesia,  where 
you  will  shortly  join  her.  Recently,  you  and  she  have  quar- 
reled. In  virtual  sex,  in  which  you  both  wear  corneal  lenses 
that  create  a  perfect  illusion  of  whomever  you  might  want,  she 
discovered  that  you  were  entertaining  not  a  commercial  pros- 
titutional  apparition  but  an  old  girlfriend.  Hence  her  early  de- 
parture for  Indonesia. 

But  this  is  August,  the  season  of  vacations,  and  you  and 
she  are  bound  to  make  up.  You  are  to  take  a  one 
and  one-half  hour,  suborbital  flight  to  In 
donesia,  where  you  will  spend  several  days 
at  the  beach  in  a  primitive  resort  with 
no  screens.  Still,  you  have  a  backup 
of  email  despite  a  recent  tightening 
of  your  rejection  protocols  and  a 
new  investment  in  automated 
reply  software,  the  chief  disad 
vantage  of  which  is  that,  when 
in  conversation  with  other  au- 
tomated reply  software,  it 
tends  to  get  overly  enthusias- 
tic. You  were  dismayed  lately 
when  you  discovered  that  it 
and  another  ARS  were  build-  ^ 
ing  a  golf  course  in  Zimbab-  I 
we,  but  there  is  software  for 
controlling  it,  and  software  for 
controlling  the  software  that 
controls  this,  and  so  on  and  so 
forth. 

Though  seventy-five  messages 
remain,  you  must  catch  your  plane, 
so  you  instruct  your  screen  to  send  them 
to  your  notebook.  You'll  take  levels  one 
and  two  coded  personal  apparitions  as  well,  in 
the  air  and  even  on  the  winding  track  that  leads 
to  the  Indonesian  resort. 

As  you  wait  in  San  Francisco  International  Airport  (having 
floated  there  in  the  Willie  Brown  Memorial  Blimp),  you  read 
in  your  notebook.  There  are  no  bookstores,  and  there  are 
no  books,  but  in  the  slim  leather-bound  portfolio  is  an  uplink 
that  gives  you  access  to  everything  ever  published  or  logged, 
and  in  any  format.  You  can  call  for  a  dual-language  text  of 
Marcus  Aurelius,  or  the  latest  paper  in  Malay  on  particle  ac- 
celeration. Your  reading  can  be  interrupted  by  the  appearance 
of  a  friend  in  your  portfolio,  a  look  at  the  actual  weather  in 
Djakarta,  a  film  clip  of  Lyndon  Johnson's  inaugural,  or,  for 
that  matter,  anything,  summoned  by  voice,  available  instan- 
taneously, and  billed  to  your  central  account. 

"Go  to  my  files,"  you  might  say  as  you  sit  in  the  airport, 
"and  get  me  everything  I've  said  in  the  last  five  years  about 
Descartes.  I  made  a  remark  with  a  metaphor  about  the  law, 
coordinates,  and  virtual  prisons.  When  you  get  it,  put  it  on 
the  screen  in  blue.  Take  a  letter  to  Schultz  and  file  a  copy  at 


home  and  with  the  office." 

But  as  you  issue,  you  must  also  receive,  and  it  never  stops. 
Though  the  screen  of  your  portfolio  is  electronically  textured 
to  feel  like  paper,  and  is  as  buff  or  white  as  flax  or  cotton,  you 
miss  the  days  of  faxes,  when  you  could  hold  the  paper  in  your 
hands  and  when  things  were  a  little  slower,  but  you  can't  go 
back  to  them,  you  can't  fall  behind,  you  can't  pass  up  an 
opportunity,  and  if  you  don't  respond  quickly  at  all  times 
somebody  else  will  beat  you  to  it,  even  if  you  have  no  idea 
what  it  is. 

The  world  flows  at  increasingly  faster  and  faster  speeds. 
You  must  match  them.  When  you  were  a  child,  it  was  not 
quite  that  way.  But  your  father  and  grandfather  did 
not  have  the  power  to  make  things  transpar- 
ent, to  be,  instantaneously,  here  or  there 
without  constraint.  They,  unlike  you, 
were  the  prisoners  of  mundane  tasks. 
They  wrote  with  pens,  they  did  ad- 
dition, they  waited  endlessly  for 
things  that  come  to  you  instant- 
ly, they  had  far  less  than  do  you, 
and  they  bowed  to  necessity,  as 
you  do  not.  You  love  the  pace, 
the  giddy,  continual  acce- 
leration. Though  what  is  new 
may  not  be  beautiful,  it  is 
marvelously  compelling,  and 
your  life  is  lived  with  the  kind 
of  excitement  that  your  fore- 
bears knew  only  in  battle  and 
with  the  ease  of  which  they 
ould  only  dream. 

II. 

August  1906, 
Lake  Como,  Italy 

You  are  an  English  politician,  a  mem- 
ber of  Parliament  suffering  patiently  be- 
tween cabinet  posts,  on  holiday  in  Italy.  In  the 
two  days  it  has  taken  to  reach  your  destination,  you 
have  fallen  completely  out  of  touch,  although  you  did  man- 
age to  pick  up  a  day-old  Paris  newspaper  in  Turin.  The  Times 
will  be  arriving  a  week  late,  as  will  occasional  letters  from  your 
colleagues  and  your  business  agent.  Your  answers  to  most  of 
their  queries  will  arrive  in  London  only  slightly  before  you 
yourself  return  at  the  end  of  the  month. 

The  letters  you  receive  are  in  ecru  and  blue  envelopes,  with 
crests,  stamps  reminiscent  of  the  Italian  miniaturists,  and, 
sometimes,  varicolored  wax  seals  over  ribbon.  Even  before 
you  read  them,  the  sight  of  the  penmanship  gives  away  their 
authors  and  may  be  the  cause  for  comfort,  dread,  amusement, 
curiosity,  or  disgust.  And,  as  you  read,  following  the  idio- 
syncratic, expressive,  and  imprecise  swells  and  dips  like  a  sailor 
in  a  small  boat  on  an  agitated  sea,  the  hand  of  your  corre- 
spondent reinforces  his  thoughts,  as  do  the  caesuras  rhyth- 
mically arrayed  in  conjunction  with  the  need  to  dip  the  pen. 

Some  of  your  younger  colleagues  use  fountain  pens,  and 
this  you  can  detect  in  lines  that  do  not  thin  before  a  pause  ►  18 
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Mobile  computing  perfected  by  TDK  Systems. 


"Big  World" 

It  seems  there's  a  new  country 


started  everyday. 


Easy  Set  Up.  Simple  pull  down  menus  allow 
you  to  instantly  configure  your  Global  Class  for 
whatever  country  you're  in. 


Digital  Line  Protection.  Global 
protection  circuitry  ensures  that 
business  phone  systems  won't  turn 
modem  into  charcoal. 


Global  Acceptance.  Australia, 
Austria,  Canada,  Czech 
Republic,  Belgium,  Denmark, 
Finland,  France,  Germany, 
Hong  Kong,  Ireland,  Italy, 
Japan,  Luxembourg,  Mexico, 
The  Netherlands,  New  Zealand, 
Norway,  Singapore,  South 
Africa,  South  Korea,  Sweden, 
Switzerland,  United  Kingdom, 
United  States 
and  more. 


"Small  Wonder" 

TDK's  Global  Class™  Fax/Modem 
is  probably  already  compatible  with 
their  phone  system. 


Business  is  Global.  You're  fax/modem  should  be  too.  TDK's  Global  Class  is  certi- 
fied compatible  in  more  countries  than  any  other  fax/modem  in  the  world.  It's  the 
highest  speed  international  PC-Card  fax/modem  available.  Call  TDK  Systems 
1-800-999-4TDK  or  visit  our  web  site  at  www.tdksystems.com  Technically,  Superior. 
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only  to  fatten  with  a  new 
load  of  ink.  Now  and  then,  a 
letter  will  arrive,  typewritten. 
This  you  associate  with  the  telegraph  office,  official  documents, 
and  things  that  lean  in  the  direction  of  function  far  enough  to 
exclude  almost  completely  the  presence  of  grace — not  grace 
in  the  religious  sense,  but  in  the  sense  of  that  which  is  beau- 
tiful and  balanced. 

You  will  receive  an  average  of  one  letter  every  two  days, 
fifteen  or  sixteen  in  all,  and  will  write  slightly  more  than  that. 
You  are  a  very  busy  man  for  someone  on  holiday,  and  wish 
that  you  were  not.  Half  the  letters  will  be  related  to  gover- 
nance, the  other  half  to  family  and  friendship.  An  important 
letter,  written  by  the  prime  minister  eight  days  before  its  re- 
ception, will  elicit  from  you  a  one-page  response  composed 
over  a  period  of  an  hour  and  three-quarters  and  copied  twice 
before  it  assumes  final  form,  for  revi- 
sion and  so  you  may  have  a  record. 
You  will  mail  it  the  next  morning 
when  you  pass  the  post  office  during 
your  walk.  The  prime  minister  will  re- 
ceive his  answer,  if  he  is  in  London, 
two  weeks  after  his  query.  He  will  con- 
sider you  prompt. 

During  your  holiday  you  will  climb 
hills,  visit  chapels,  attend  half  a  dozen 
formal  dinners,  and  read  many  books, 
several  thousand  pages  all  told.  If 
upon  reading  a  classical  history  you 
come  across  a  Greek  phrase  with  an 
unfamiliar  word  you  will  have  to  wait 
until  the  library  opens,  walk  there  by 
the  lakeside,  and  consult  a  Greek  lexi- 
con: one  and  one-half  hours.  .Sitting 
in  your  small  garden  with  its  view  of 
lake  and  mountains,  you  will  make 
notes  as  you  read,  and  some  of  these  will  be  incorporated  in 
your  letters.  Most  will  languish  until  your  return  to  London. 
By  the  time  you  look  at  them  in  a  new  season,  only  a  few 
will  seem  worthy,  and  the  rest  you  will  gratefully  discard. 

During  August  you  will  hear  music  seventeen  times.  Five 
times  it  will  have  been  produced  by  actual  musicians,  twelve 
times  by  a  needle  tracing  the  grooves  in  a  cylinder  and  echoing 
songs  in  extremely  melancholy  imperfection  through  a  flow- 
erlike horn.  You  will  attend  the  theater  once,  in  Italian,  but 
you  will  spend  many  hours  reading  Henry  Vand  The  Tempest 
(which  you  read  each  summer),  and  several  plays  by  George 
Bernard  Shaw.  In  your  mind's  eye  you  will  see  the  richest 
scenes  and  excitements  known  to  man,  and  your  dreams  will 
echo  what  you've  read,  in  colors  like  those  of  gemstones,  but 
diamond-clear,  and  with  accompaniment  in  sound  as  if  from 
a  symphony  orchestra. 

Your  shoes  are  entirely  of  leather,  your  clothes  cotton,  silk, 
linen,  and  wool.  You  and  your  wife  hired  a  rowboat  and  went 
to  a  distant  outcropping  of  granite  and  pine.  No  one  could  be 
seen,  so  you  stripped  down  to  the  cotton  and  swam  in  the  cold 
fresh  water.  Her  frock  clung  to  her  in  a  way  that  awoke  in  you 
extremely  strong  sexual  desire  (for  someone  your  age),  and 
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though  you  made  no  mention  of  it  in  the  bright  sunlight  on 
the  ledge  above  the  lake,  later  that  night  your  memory  of 
her  rising  from  sparkling  water  into  sparkling  sunlight  made 
you  lively  in  a  way  that  was  much  appreciated. 

Indeed,  your  memory  has  been  trained  with  lifelong  dili- 
gence. You  know  tens  of  thousands  of  words  in  your  own  lan- 
guage, in  Latin,  Greek,  French,  and  German.  You  are  haunt- 
ed by  declensions,  conjugations,  rules,  exceptions,  and 
passages  that  linger  many  years  after  the  fact.  Calculations, 
too,  built  your  character  in  that  you  were  forced  to  work  elab- 
orate equations  in  painstaking  and  edifying  sequences.  As  in 
other  things,  in  mathematics  you  were  made  to  study  not  only 
concept  but  craft.  And,  yes,  in  your  letter  to  the  prime  min- 
ister, you  repeated — with  honorable  alteration — a  remark  you 
made  some  time  ago  regarding  Descartes.  At  first  you  could 
not  remember  it,  but  then  you  did,  because  you  had  to. 

Necessity  you  find  to  be  your 
greatest  ally,  an  anchor  of  stability,  a 
pier  off  of  which,  sometimes,  you  may 
dive.  Discipline  and  memory  are 
strengths  that  in  their  exercise  open 
up  worlds.  The  lack  of  certain  things 
when  you  want  them  makes  your  de- 
sire keener  and  you  better  rewarded 
when  eventually  you  get  them. 

You  cannot  imagine  a  life  without 
deprivations,  and  without  the  com- 
pensatory power  of  the  imagination, 
moving  like  a  linnet  with  apparent  in- 
dustry and  certain  grace,  to  strengthen 
the  spirit  in  the  face  of  want.  Your  son 
went  out  to  India,  and  you  have  nei- 
ther seen  him  nor  heard  his  voice  for 
two  years.  Thus,  you  have  learned 
once  more  the  perfection  of  letters, 
and  when  you  see  him  again,  worlds 
will  have  turned,  and  for  the  best.  It  was  like  that  when  you 
were  courting  your  wife.  Sometimes  you  did  not  see  her  for  weeks 
or  months.  It  sharpened  your  desire  and  deepened  your  love. 

You  have  learned  to  enjoy  the  attribute  of  patience  in  itself, 
for  it  slows  time,  honors  tranquility,  and  lets  you  savor  a 
world  in  which  you  are  clearly  aware  that  your  passage  is  but 
a  brief  candle. 

I must  confess  THAT  I  AM  deeply  predisposed  in  favor  of 
the  second  paradigm,  and  in  my  view  the  vast  difference 
between  the  two  is  attributable  not  to  some  inexplicable 
superiority  of  morals,  custom,  or  culture,  but  rather  to 
facts  and  physics,  two  things  that,  in  judging  our  happi- 
ness, we  tend  to  ignore  in  favor  of  an  evaporative  tangle  of 
abstractions. 

Uniike  machines,  we  are  confined  to  an  exceedingly  nar- 
row range  of  operations.  Though  we  may  marvel  at  the 
apparent  physical  diversity  of  the  human  race,  it  is,  given  its 
billions  of  representatives,  astonishingly  homogeneous.  Of 
these  billions,  only  a  handful  rise  above  seven  feet.  Not  a 
one  is  or  has  been  over  nine  feet.  And  the  exceedingly  low 
standard  deviation  in  form  is  immense  compared  to  that  ^20 
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Mergers.  Acquisitions.  Reengineering.  It's  all  part  of 
doing  business  today.  That's  why  the  software  you  choose 
is  important.  Make  sure  it  will  help  you  adapt  to  change, 
not  stand  in  your  way. 

Some  software  is  not  designed  for  change.  Its  rigid 
structure  can't  be  adjusted  easily.  Then  there's  PeopleSoft. 
PeopleSoft  believes  change  is  not  only  inevitable,  but  can 
also  be  an  opportunity.  That's  why  PeopleSoft  designed  its 
software  to  accommodate  change  quickly  and  easily. 

Only  PeopleSoft  offers  PeopleTools.  With  these  unique 
software  tools,  modifying  or  reorganizing  is  just  a  matter  of 
pointing  and  clicking.  Change  is  easy  because  PeopleTools 


eliminate  the  need  for  detailed  programming,  armies  of  out- 
side experts,  or  vast  technical  knowledge.  All  of  which  reduce 
your  implementation  and  long-term  maintenance  costs. 

And,  unlike  some  software,  PeopleSoft  is  portable,  so 
you  can  change  your  database  or  hardware  at  any  time. 

If  you  believe  in  embracing  change  rather  than 
avoiding  it,  perhaps  PeopleSoft  should  be  your  software. 
You'll  discover  we  have  the  technology,  the  people,  and 
the  commitment  it  takes  to  make  that  belief  a  reality. 
To  find  out  more  about  PeopleSoft, 
give  us  a  call  at  800-947-7753  or  visit 
us  at  www.peoplesoft.com. 


Enterprise  client/server  software  for  finance,  materials  management,  distribution,  manufacturing,  and  human  resources. 
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18-4  which  applies  to  function. 
There  is  no  escape  from  the  fact 
that  after  a  set  exposure  to  ra- 
diation; absent  a  given  number  of  minutes  of  oxygen;  at, 
above,  or  below  a  particular  temperature;  or  subject  to  a 
specific  G-force,  we  will  expire.  No  one  will  ever  run  the  mile 
in  two  minutes,  crawl  through  a  Cheerio,  or  memorize  the 
En cyclopa ed ia  Britann ica . 

Because  of  our  physical  constraints  we  require  a  specific 
environment  and  a  harmony  in  elements  that  relate  to  us  and 
of  which  we  are  often  unaware.  The  Parthenon  is  a  very  pleas- 
ing building,  and  Mozart's  Fifth  Piano  Concerto  a  very  pleas- 
ing work,  because  each  makes  use  of  proportions,  relations, 
and  variations  that  go  beyond  subjective  preference,  educa- 
tion, and  culture  into  the  realm  of  universal  appeal  condi- 
tioned by  universal  human  requirements  and  constraints. 

A  life  lived  with  these  understood, 
even  if  vaguely,  will  have  the  grace 
that  a  life  lived  unaware  of  them  will 
not.  When  expanding  one's  powers, 
as  we  are  in  the  midst  of  now  doing 
by  many  orders  of  magnitude  in  the 
mastery  of  information,  we  must 
always  be  aware  of  our  natural  limi- 
tations, mortal  requirements,  and  hu- 
mane preferences. 

For  example,  the  Englishman  at 
Lake  Como,  unlike  his  modern  coun- 
terpart, is  graciously  limited  in  time 
and  space.  Because  the  prime  minis- 
ter is  in  London  or  at  Biarritz,  the 
prime  minister  cannot  sit  down  with 
him  and  discuss.  In  fact,  during  his 
fictional  stay,  only  one  of  his  col- 
leagues visited,  and  spent  several 
hours  on  the  terrace  with  him  in  the 
bright  but  cool  sunshine.  All  others  were  kept  away  by  the 
constraints  of  time  and  distance. 

The  man  of  '16,  on  the  other  hand,  is  no  longer  separat- 
ed from  anyone.  Any  of  his  acquaintances  may  step  into  his 
study  at  will — possibly  twenty,  thirty,  forty,  or  fifty  a  day.  If 
not  constantly  interrupted,  he  is  at  least  continually  subject 
to  interruption,  and  thus  the  threshold  of  what  is  urgent  drops 
commensurately.  No  matter  how  urgent  or  pressing  a  matter, 
the  prime  minister  cannot  sit  down  with  the  tranquil  politi- 
cian. No  matter  how  petty  a  matter,  a  coworker  can  appear  to 
the  man  of  '16. ..in  a  trice.  Screening  devices  or  not,  the  mod- 
ern paradigm  is  one  of  time  filled  to  the  brim.  Potential  has 
always  been  the  overlord  of  will,  and  the  man  of  the  first  par- 
adigm finds  himself  distracted  and  drawn  in  different  direc- 
tions a  hundred  times  a  day,  whereas  the  British  statesman 
is  prodded  from  without  only  once  or  twice. 

Were  we  gods,  we  might  be  able  to  live  well  without  rest 
and  conten  lation,  but  we  are  not  and  we  cannot.  Whereas 
our  physical  c  pacifies  are  limited,  those  of  the  machine  are 
virtually  unlimited.  As  the  capabilities  of  the  machine  are 
extended,  we  can  use  it — we  imagine — to  supplement  our  own 
in  ways  that  will  not  strain  our  humanity.  Had  we  no  appetite 


The  attraction 
is  strong,  the  need  is 

real,  the  marvels 
truly  marvelous,  and 

there  is  no  going 
back.  The  speed  with 
which  all  is  taking 

place  is  a  self- 
organizing  principle. 
It  has  its  own 
internal  logic. 


or  sin,  this  might  be  true,  but  our  desires  tend  to  lead  us  to 
excess,  and  as  the  digital  revolution  has  quickly  progressed, 
we  have  not  had  time  to  develop  the  protocols,  manners, 
discipline,  and  ethics  adequate  for  protecting  us  from  our 
newly  augmented  powers. 

The  history  of  this  century  has  been,  as  much  as  anything 
else,  the  process  of  encoding  information:  at  first  analog,  in 
photographic  emulsions,  physical  and  magnetic  patterns  in 
needle  grooves  or  on  tapes,  waves  in  packets  blurted  into 
the  atmosphere,  or  in  the  action  of  X-rays  recording  paths 
of  varying  difficulty  through  tissues  of  various  densities  on 
plates  of  constant  sensitivity.  With  binary  coding,  electrons 
as  messengers,  and  the  hard-fought  mathematical  adapta- 
tion necessary  for  control,  we  can  now  do  almost  everything 
with  information.  We  may,  for  example,  look  through  billions 
of  pages  in  an  instant,  or  process  and  match  data  fast  enough 
so  that  a  cruise  missile  can  make  a 
"mental"  picture  of  the  terrain  it 
overflies  at  least  as  impressive  as  that 
of  an  eagle. 

And  because  potential  has  always 
been  the  overlord  of  will,  and  as  the 
means  of  conveyance  hunger  for 
denser  floods  of  data,  words  have 
been  gradually  displaced  by  images. 
The  capacious,  swelling  streams  of  in- 
formation have  brought  little  change 
in  quality  and  vast  overflows  of  quan- 
tity. In  this  they  are  comparable  to  the 
ornamental  explosions  of  the  baroque, 
when  a  corresponding  richness  of  re- 
source found  its  outlet  mainly  in  deco- 
rating the  leaner  body  of  a  previous  age. 

All  the  king's  horses  and  all  the 
king's  men  of  multimedia  cannot  im- 
prove upon  a  single  line  of  Yeats.  One 
does  not  need  transistors,  clean  alternating  current,  spring- 
loaded  keys,  and  ten-million-hour  "programs"  for  writing  a 
note  or  a  love  letter — and  yet  this  is  how  we  are  beginning 
to  write  notes  and  love  letters,  going  even  to  the  extreme  of 
doing  so  on  complicated  electronic  pads  that  tediously  strain 
to  imitate  a  sheet  of  paper  and  fail  for  want  of  simplicity. 

If  by  now  you  think  that  I  am  decrying  the  digital  revolu- 
tion, that  I  am  a  sort  of  Luddite  Percy  Dovetonsils  who  would 
recommend  for  you  and  your  children  the  cold  water,  wood 
fires,  and  Latin  declensions  of  my  brick-and-iron  childhood, 
you  had  better  think  again.  For  I  understand  and  have  always 
understood  that  the  heart  of  Western  civilization  is  not  the 
abdication  of  powers  but  rather  meeting  the  challenge  of  their 
use.  And,  of  course,  it  would  take  a  person  of  less  than  doltish 
imagination  not  to  be  attracted  by  the  wonders  and  aware  of 
the  benefits  of  all  this. 

The  British  statesman  of  the  second  paradigm  might  well 
have  lost  a  son  or  daughter  to  a  disease  that  could  have  been 
detected  early  and  with  precision  by  computerized  tomogra- 
phy or  any  of  the  other  digitally  dependent  diagnostic  tech- 
niques of  modern  medicine.  The  Titanic,  six  years  in  the  fu- 
ture, might  not  have  gone  down — with  him  aboard, 
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perhaps — had  real-time  thermal  maps  of  the  North  Atlantic 
been  available  to  its  captain.  And  so  on:  you  know  the  litany 
if  you  have  read  an  IBM  annual  report. 

The  impossibility  of  abdication  is  also  due  to  the  necessi- 
ty of  racing  with  the  genie  after  it  has  exited  the  bottle. 
Although  antediluvian  nuclear  protestors  have  not,  appar- 
ently, even  a  clue,  they  are  on  the  wrong  track.  Nuclear 
weapons  are  now  small  enough,  reliable  enough,  simulable 
enough,  and  widespread  enough  to  be  a  rather  mundane  con- 
stant in  calculations  of  the  military  balance.  The  guaranteed 
action  and  volatility  is  in  command,  control,  communications, 
intelligence,  and  guidance.  Digitally  dependent  advances 
will  enable  submunitions  scattered  in  great  num 
bers  over  a  future  battlefield  to  hide,  wait, 
seek,  fight,  and  maneuver.  For  example, 
rather  than  a  platoon  of  tank-killing 
infantry,  a  flight  of  submunitions 
will  someday  be  dropped  or  fly  with 
little  detection  very  far  behind 
enemy  lines,  where  it  will  hide 
in  the  treetops  or  the  brush  and 
await  patiently  for  as  long  as 
required  the  approach  of  an 
appropriate  enemy  target, 
such  as  a  tank,  which  it  will 
then  dutifully  pursue,  engage, 
and  destroy,  its  reflexes  as 
fast  as  light. 

With  the  passage  of  each 
day,  a  first  nuclear  strike  be- 
comes more  and  more  feasible. 
The  possibility  of  real-time  ter- 
minal guidance  as  a  gift  from 
satellites  to  maneuverable  reen 
try  vehicles  makes  any  kind  of  mo- 
bile deterrent  just  a  temporary  ex- 
pedient. Even  submarines,  nuclea 
stability's  ace  in  the  hole,  will  no  longe 
secure  bastions  for  nuclear  weapons,  as 
and  radar  imaging  from  satellites  picks  up  surface 
perturbations  upwelling  from  their  undersea  tracks,  and  as 
the  panoply  of  antisubmarine  warfare  is  refined,  empowered, 
sensitized,  and  mounted  on  ballistic  missiles  that  will  be  able 
to  reach  any  area  of  ocean  within  minutes. 

It  is  possible  that  in  some  war  of  the  not-so-distant  future 
a  combatant  will  electronically  seize  control  of  enemy  com- 
mand structures  and  direct  his  opponent's  arsenal  onto  his 
opponent.  Eventually,  all  battles  will  be  entirely  computational. 
The  "arms  competition"  of  this  sort  has  already  begun.  To 
step  out  of  it  at  this  point  would  be  to  lose  it,  and,  with  it, 
everything  else. 

TIhe  attraction  is  strong,  the  need  is  real,  the  marvels 
truly  marvelous,  and  there  is  no  going  back.  The  speed 
with  which  all  is  taking  place  is  almost  a  self-organizing 
principle.  Like  many  changes  in  history,  it  seems  to  have 
its  own  internal  logic,  and  it  mainly  pulls  us  after  it. 
Why  then  do  we  need  an  ethos,  a  set  of  principles,  and  an 


etiquette  specifically  fashioned  for  the  rest  of  this  revolution 
that  will  (I  predict)  follow  with  stunning  force  the  mere  pro- 
logue through  which  we  are  now  living? 

Of  course,  one  always  needs  ethics,  principles,  and  eti- 
quette, but  now  more  than  ever  do  we  need  them  as  we  leave 
the  age  of  brick  and  iron.  For  the  age  of  brick  and  iron,  shock 
as  it  might  have  been  to  Wordsworth,  was  friendlier  to 
mankind  than  is  the  digital  age,  more  appropriate  to  the  nat- 
ural pace  set  by  the  beating  of  the  human  heart,  more  ap- 
prehensible in  texture  to  the  hand,  better  suited  in  color  to 
the  eye,  and,  in  view  of  human  frailty,  more  forgiving  in  its 
inertial  stillness. 

Put  quite  simply,  the  life  of  the  British  states- 
man was  superior  because  he  was  allowed  rest 
^      and  reflection,  his  contemplation  could 
seek  its  own  level,  and  his  tranquility 
was  unaccelerated.  While  he  was  in 
k%    his  time  a  member  of  a  privileged 
class  unburdened  by  many  practi- 
cal necessities,  today  most  Amer- 
icans have  similar  resources  and 
I    freedoms,  and  yet  they,  like 
I    their  contemporaries  in  even 
the  most  exalted  positions, 
have  chosen  a  different  stan- 
dard, closer  to  that  of  the  first 
paradigm. 

The  life  of  the  exemplary 
statesman,  then  dependent 
upon  a  large  staff  of  underpaid 
servants,  and  children  working 
in  mines  and  mills  (if  not  in  Lan- 
cashire, then  certainly  in  India),  is 
now  available  to  almost  anyone. 
Even  if  in  one's  working  hours  one 
does  not  sit  in  the  cabinet  room  at 
o.lO  Downing  Street,  one  can  have  a 
refuge,  dignified  dress,  paper,  a  foun- 
,  books,  postage,  Mozart  with  aston- 
ishing fidelity  and  ease,  an  excellent  diet,  much  time 
to  one's  self,  the  opportunity  to  travel,  a  few  nice  pieces  of 
furniture  and  decoration,  medical  care  far  beyond  what  the 
British  statesman  might  have  dreamed  of,  and,  yes,  a  single- 
malt  scotch  in  a  crystal  glass,  for  less  than  the  average  mid- 
dle-class income.  If  you  think  not,  then  add  up  the  prices  and 
see  how  it  is  that  people  with  a  strong  sense  of  what  they  want, 
need,  and  do  not  require  can  live  like  kings  of  a  sort  if  they 
exhibit  the  appropriate  discipline  and  self-restraint. 

Requisite,  I  believe,  for  correcting  the  first  paradigm  until 
it  approximates  the  second,  and  bringing  to  the  second  (with- 
out jeopardizing  it)  the  excitements  and  benefits  of  the  first, 
are  the  discipline,  values,  and  clarity  of  vision  that  tend  to 
flourish  as  we  grapple  with  necessity  and  to  disappear  when 
by  our  ingenuity  we  float  free  of  it. 

The  law  itself  can  be  mobilized  to  protect  the  privacy  and 
dignity  of  the  individual  according  to  the  original  constitu- 
tional standard  of  the  founders  and  what  they  might  expect. 
Even  now,  that  standard  has  been  violated  enough  to  ^-22 
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HnH  ■  BR&flfafl  ^  I  ^  make  inroads  on  enlight- 
hF  B  B^BkhW  ened  democracy,  which  de 
BgBHnH  IbIi  I  pends  first  and  foremost  upon 
the  sanctity  of  individual  rights.  As  if  they  could  foresee  the 
unforeseeable,  the  founders  laid  down  principles  that  have 
served  to  prevent  the  transformation  of  individual  to 
manipulable  quantity,  of  citizen  to  subject.  It  does  not  mat- 
ter what  convenience  is  sacrificed  in  pursuit  of  this.  Conve- 
nience is,  finally,  nothing,  and  even  destructive.  The  standard 
must  be  restored,  for  it  is  slipping  too  fast.  Bluntly,  there  are 
practices  and  procedures  that  legislation  must  end,  and  data- 
bases now  extant  that  it  must  destroy,  in  a  deliberate  and 
protective  step  back.  Revolutions  and  revolutionaries  tear 
down  walls.  Though  some  walls  are  an  affront  to  human 
dignity,  others  protect  it.  I  do  not  want  my  life  history  in  the 
hands  of  either  Craig  Livingstone  or  Walt  Disney,  thank  you 
very  much. 

Quite  apart  from  the  reach  of  the  law  is  the  voluntary 
reformation  of  educational  practices.  Is  the  reader  aware  of 
the  immense  proportion  of  this  country's  academic  energies 
devoted  to  the  study  of  off-the-shelf  software?  Terrified  lest 
their  children  be  computer  illiterate,  lemming  parents  have 
pushed  the  schools  into  a  computer  frenzy  in  which  students 
spend  years  learning  to  use  Windows  and  WordPerfect.  This 
is  much  like  Sesame  Street,  which,  instead  of  waiting  until  a 
child  is  five  and  teaching  him  to  count  in  an  afternoon,  de- 
votes thousands  of  hours  drumming  it  into  him  during  his 
underdeveloped  infancy.  But  while  numbers  will  remain  the 
same,  fifth-graders  will,  when  they  get  to  graduate  school,  have 
no  contact  with  Windows  95.  The  "teaching"  of  computer 
in  the  schools  may  be  likened  to  a  business  academy  in  the 
1920s  founded  for  the  purpose  of  teaching  the  telephone: 
"When  you  hear  the  bell,  pick  up  the  receiver,  place  it  thus- 
ly  near  your  face,  and  say  'Hello?'" 

Basic  computer  literacy  is  a  self-taught  subject  requiring 
no  more  than  a  week.  Ordinary  literacy,  however,  requires 
twenty  years  or  more,  and  that  is  only  a  beginning.  And  yet 
the  schools  are  making  of  these  two — unrelated — things  a  vast 
and  embarrassing  spoonerism.  In  the  schools  computers 
should  be  tools  for  the  study  of  other  subjects,  not  a  subject 
in  themselves.  The  masters  of  the  digital  world  will  be,  not  to- 
day's students  who  will  have  spent  their  high  school  years 
learning  Lotus  1-2-3,  but  those  who  will  guide  the  future  of 
computation  at  the  molecular  and  atomic  levels  where  they 
will  find  it  when  they  are  adults,  having  devoted  hard  study 
to  physics,  chemistry,  and  mathematics. 

In  the  same  vein,  but  with  almost  biblical  implications,  is 
the  necessity  of  making  certain  distinctions.  Most  multime- 
dia is  appalling  for  several  reasons.  It  endeavors  to  do  the 
integrative  work  that  used  to  be  the  province  of  the  intellect, 
and  that,  if  it  is  not  in  fact  accomplished  by  the  intellect,  is 
of  absolutely  no  value.  It  fails  to  distinguish  between  enter- 
tainment and  education,  style  and  substance,  image  and  fact. 
It  integrates  promiscuously,  blurring  in  the  addled  minds  that 
it  addles  the  differences  between  things  that  are  different.  It 
removes  as  far  as  it  possibly  can  the  element  of  labor  from 
learning,  which  is  comparable,  in  my  view,  to  making  a  world 
without  gravity,  drinking  a  milk  shake  without  milk,  or  living 


in  an  iron  lung. 

Whenever  man  opens  a  new  window  of  power  he  imagines 
that  he  can  do  without  the  careful  separations,  distinctions, 
and  determinations  mandated  by  the  facts  of  his  existence  and 
his  mortal  limitations.  And  whenever  he  does  this  he  suffers 
a  terrible  degradation  that  casts  him  back  even  as  he  imagines 
himself  hurtling  forward. 

Put  simply,  I  want  the  O.E.D.  on  my  computer,  I  want 
everything  in  the  Library  of  Congress,  I  want  great  search 
engines,  fuzzy  logic,  and  programs  that  do  statistical  analysis, 
but  I  do  not  want  multiple-choice  television  programs,  and 
neither  should  you,  for  the  good  of  us  all.  I'm  not  sure  if  I 
want  email,  but  I'm  certain  that  I  do  not  want  my  contact  with 
my  fellow  man  to  proceed  mainly  through  his  imagination — 
no  matter  how  precise — in  the  fluorescence  behind  a  glass 
plate.  An  example  1  might  cite  is  that  if  you  sail  you  really  need 
wind  and  water:  the  idea  and  depiction  of  them  are  not  suf- 
ficient. So  with  human  presence:  reality  and  actuality  have 
their  attractions  and  advantages. 

In  regard  to  this — the  question  of  man  and  his  image — 
whereas  the  Englishman  has  the  exquisite  memory  of  his  wife 
emerging  in  wet  cotton  from  the  cold  water  of  the  lake  into 
the  Alpine  sunshine,  and  whereas  his  relations  with  her  must 
be  based  on  subtlety  and  restraint,  the  man  of '16  on  his  way 
to  Indonesia  will  be  able  to  graft  by  virtual  reality  any  image 
he  pleases  onto  the  tactile  base  of  his  wife's  body.  This  and  its 
variants  have  been  in  the  dreams  of  mankind  at  least  since 
Leda,  and  Pygmalion,  and  sex  is  undoubtedly  responsible 
for  much  of  the  momentum  of  virtual  reality. 

Many  varieties  of  sensual  manipulation  will  come  to  pass, 
and  will  be  promoted  as  ways  to  refresh  and  save  marriage, 
but  they  will,  if  they  are  embraced,  entirely  destroy  marriage. 
The  saving  graces  and  fragile  institutions  of  our  humanity  de- 
pend upon  our  humanity  itself,  which  in  turn  depends  ab- 
solutely upon  the  rejection  and  discipline  of  many  of  our 
appetites.  We  have  many  a  resolution  that  separates  us  from 
the  other  animals,  many  a  custom,  practice,  and  taboo,  and  if 
we  do  away  with  these  in  the  pursuit  of  power  or  the  imita- 
tion of  time-and-space-flouting  divinity,  we  will  become  a 
portion  for  foxes. 

TIhe  revolution  THAT  YOU  HAVE  MADE  is  indeed  won- 
derful, powerful,  and  great,  and  it  has  hardly  begun. 
But  you  have  not  brought  to  it  the  discipline,  the  an- 
ticipation, or  the  clarity  of  vision  that  it,  like  any  vast 
augmentation  in  the  potential  ot  humankind,  demands. 
You  have  been  too  enthusiastic  in  your  welcome  of  it,  and  not 
wary  enough.  Some  of  you  have  become  arrogant  and  care- 
less, and,  quite  frankly,  too  many  of  you  at  the  forefront  of 
this  revolution  lack  any  guiding  principles  whatsoever  or  even 
the  urge  to  seek  them  out.  In  this,  of  course,  you  are  not  alone. 
Nor  are  you  the  first.  But  you  must.  You  must  fit  this  revo- 
lution to  the  needs  and  limitations  of  man,  with  his  delicacy, 
dignity,  and  mortality  always  in  mind.  Having  accelerated 
tranquility,  you  must  now  find  a  way  to  slow  it  down.  ■ 

Mark  Helprin,  a  senior  fellow  of  the  Hudson  Institute  and  contributing  editor  for 
the  Wall  Street  Journal,  served  in  the  Israeli  infantry  and  Air  Force.  His  best-known 
novels  arc  Winter's  Tale  and  A  Soldier  of  the  Great  War. 
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"  Robertson  Stephens  we're  always  looking  for  ways  to  go  where  no  Investment  Bank  has  gone  before. 

ice  cyberspace  for  instance.  When  CUC  International  and  Sierra  On-Line  wanted  to  create  one  of  the  world's 
gest  retailing  environments  on  the  Internet,  Robertson  Stephens  was  ready  to  help.  Now,  with  CUC's  60  miHion+ 
mbers  ready  to  start  virtual  shopping,  using  some  very  real  money,  the  way  consumers  do  businesses  about  to 


a  giant  leap  forward.  We're  proud  to  have  played  a  part  in  the  launch  of  this  state-of-the-art  cyberspace  shopping 
ill  by  negotiating  the  merger  of  CUC  International  and  Sierra  On-Line.  So,  bring 
ur  futuristic  ideas  to  Robertson  Stephens  for  some  down  to  earth  financial  advice, 
[cause  to  us,  enterprise  isn't  a  starship.  It's  a  way  of  life. 

Ian    Francisco    •    New  York 
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;hips  work. 

HINK  SO,  HAVE  FUN  ON  THE  TEETER. 


At  LSI  Logic,  we  respect  the  independent 
spirit  of  innovation,  but  a  vivid  imagination 
can  only  take  you  so  far.  A  strategic  partner- 
ship can  be  the  difference  between  simply 
having  an  idea  and  seeing  that  idea  take  off. 
For  example,  if  you  watch 
any  TV  in  the  near 
future,  whether  it's 
through  an  inter- 
active, direct  broadcast  by  satellite,  cable  or 
telco  digital  set-top  box,  chances  are  the 
high  resolution  picture  and  theater  quality 
sound  will  be  brought  to  you  by  one  of  our 
innovative  customer  partners  listed  below. 


Using  our  CoreWare*  design  program  and 
our  library  of  worldwide  open  standards 
we've  created  some  of  today's  most  cost- 
effective  microchip  solutions  in  partnership 
with  trendsetters  in  the  consumer,  com- 
munications and  computer  industries. 

To  learn  how  our  system 
on  a  chip  technology 
can  increase  performance, 
lower  system  costs  and  accelerate  time  to 
market  for  your  next  product,  well,  you 
can't  just  sit  there.  Call  1-800-574-4286, 
dept.  ADFS6,  email:  info@lsilogic.com  or 
visit  us  at  www.  lsilogic.com 


It  Takes  Two  To  Make  One  Of  A 
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WHEN  WAS  THE  REAL  TECH  NO-REVOLUTION? 

AMBROSE 


WIe  live  in  an  age  in  which  rapid  change  is  certain. 
We  have  lived  in  a  century  that  has  experienced 
more  change  than  any  other.  Or  so  we  believe.  In 
fact,  the  generation  that  had  to  deal  with  the  great- 
est changes  in  business,  commerce,  war,  and  all  oth- 
er aspects  of  human  life  lived  in  the  first  half  of  the  nineteenth 
century,  not  the  second  half  of  the  twentieth. 

In  1810,  nothing  moved  faster  than  the  speed  of  a  horse. 
Nothing  ever  had  moved  any  faster  and,  so  far  as  the  people 
of  1810  were  aware,  nothing  ever  would.  Trade  goods  or  in- 
formation, news  of  any  kind,  and  armies  all  moved  by  either 
muscle  power,  wind  in  the  sails,  or  falling  water.  When 
Thomas  Jefferson  left  the  White  House  in  1809,  it  took  him 
ten  days  of  hard  riding  to  get  to  Monticello.  Had  a  Roman  le- 
gion set  off  up  the  Missouri  River  in  1804,  except  for  the 
rifle  and  sextant,  its  equipment  would  have  been  the  same  as 
Lewis  and  Clark's,  and  it  would  have  moved  at  the  same  pace. 
Writing  in  the  last  decade  of  the  nineteenth  century  about 
conditions  in  the  year  of  Jefferson's  inaugural,  Henry  Adams 
put  it  perfectly:  "Great  as  were  the  material  obstacles  in  the 
path  of  the  United  States,  the  greatest  obstacle  of  all  was  in 
the  human  mind.  Experience  forced  on  men's  minds  the  con- 
viction that  what  had  ever  been  must  ever  be." 

Jefferson  was  an  exception.  In  1793  he  saw  a  hot-air  bal- 
loon ascent.  He  wrote  his  daughter,  "The  security  of  the  thing 
appeared  so  great  that  I  wish  for  one  sincerely,  to  travel  in,  as 
instead  of  ten  days,  I  should  be  within  five  hours  of  home." 
He  was  attracted  to  the  idea  of  using  steam  power  to  move 
carriages.  In  1802  he  predicted,  "The  introduction  of  so  pow- 
erful an  agent  as  steam  to  a  carriage  on  wheels  will  make  a 
great  change  in  the  situation  of  man." 

But  not  even  Jefferson  could  imagine  the  impact  of  the  in- 
vention that  did  the  most  to  change  the  world,  the  telegraph. 
In  1844,  twenty  years  after  Jefferson's  death,  Samuel  Morse 
sent  the  first  message  over  an  electric  wire.  It  was  not  per- 
fected in  time  for  the  Mexican  War,  the  last  one  fought  by  the 
United  States  in  which  the  War  Department  could  not  com- 
municate with  its  generals  in  the  field.  In  the  Civil  War,  the 
telegraph  allowed  the  two  presidents  instant  contact  with  the 
generals  (in  1942,  when  General  Eisenhower  in  North  Africa 
was  being  pestered  by  Washington,  he  groaned  that  he  wished 
they  were  back  in  the  days  of  the  sailing  ships). 

Before  Morse,  and  before  the  train  (which  was  dependent 
on  the  telegraph  for  safe,  efficient  operation),  it  took  a  month 
to  get  information  from  Chicago  to  New  York.  By  the  1850s, 


information  moved  all  but  instantly.  That  changed  everyone's 
lives.  It  unified  the  nation.  It  made  the  stock  market  possible. 
Its  impact  on  commerce  and  trade  was  beyond  description.  It 
immediately  opened  the  opportunity  for  military  and  com- 
mercial espionage;  during  the  Civil  War,  each  side  tapped  into 
the  other  guy's  lines,  which  led  to  encoding  messages,  which 
led  to  code  breaking  and  thus  to  the  first  signal  intelligence. 

Thanks  to  trains  and  steamships  when  Abraham  Lincoln 
became  president,  Americans  could  move  bulky  items  in  great 
quantity  farther  in  an  hour  than  they  could  when  Jefferson 
left  office,  when  such  a  move  might  take  a  day.  This  great  leap 
forward  in  transportation  in  so  short  a  time  was,  along  with 
the  telegraph,  the  most  unexpected  and  consequential  tech- 
nological revolution  of  all. 

In  dealing  with  the  changes  in  the  digital  revolution  that 
are  sure  to  come  in  the  twenty-first  century,  we  have  an  ad- 
vantage over  the  men  who  led  the  divided  nation  during  the 
Civil  War.  Jefferson  Davis  and  Abraham  Lincoln  were  born 
when  Jefferson  was  president.  When  they  were  growing  up, 
no  one  imagined  the  telegraph  or  the  train.  As  presidents,  the 
very  life  of  their  nation  depended  on  how  well  they  utilized 
the  telegraph  and  the  trains.  For  us,  even  though  we  cannot 
always  imagine  what  technological  changes  will  be  made,  we 
do  expect  their  occurrence.  The  challenge  of  adjusting  to 
change  cannot  be  what  it  was  to  Davis  and  Lincoln. 

BUT  as  with  them,  as  with  their  successors,  so  with  us 
I  today — technology  has  advanced  very  much  faster 
than  politics,  meaning  that  we  know  how  to  work 
I  miracles  in  electronics,  but  we  have  not  learned  how 
to  prevent  war.  And  here  the  lesson  of  history  is  clear: 
The  side  that  gets  ahead  and  stays  ahead  in  technology,  es- 
pecially electronics,  will  win,  as  happened  in  the  Civil  War, 
World  Wars  I  and  II,  Korea,  and  the  Persian  Gulf.  Vietnam  is 
the  apparent  exception,  but  in  Vietnam  the  United  States  chose 
not  to  use  its  technological  advantages  to  their  fullest. 

So  my  prediction  is  that  if  the  United  States  stays  ahead  of 
the  world  in  electronics  and  electronics-dependent  weapons,  in 
the  year  2099  she  still  will  be  a  democracy,  proud  and  inde- 
pendent. The  leading  journals  of  the  day  will  be  carrying  think 
pieces  about  how  quaint  we  of  1996  were,  with  our  inability 
to  even  begin  to  anticipate  what  actually  happened.  ■ 

Stephen  Ambrose's  big  break  came  when  Dwight  Eisenhower  asked  him  to  be  his 
biographer.  He  has  been  among  the  most  eclectic  of  American  historians,  with 
best-selling  books  on  Richard  Nixon,  D-Day,  and  most  recently,  Lewis  and  Clark. 
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You  had  an  idea. 


You  wanted  to  shake  up  the  company  a  little, 
and  the  competition  even  more. 


You  wanted  to  start  by  gathering  customer  information  from  hundreds  of  sources  and  pulling  it  all  togethj: 


You  wanted  a  system  that  would  allow  analysis-not  just  by  hierarchy— 
but  by  intuition,  hypothesis,  and  sometimes  pure  hunches. 

You  wanted  it  to  be  elegant  in  its  simplicity,  and  transparent  in  its  implementation. 

You  wanted  customer  insight  that,  when  applied,  would  define 
future  markets,  product  direction  and  service  features. 


You  wanted  company-wide  access. 

You  wanted  to  see  how  a  company  could  change  when  your  managers  turned  into  marketers. 


You  had  an  idea. 


When  you  discovered  the  suite  of  products  from  Customer  Insight 


Designed  fop  strategic  business  and  tactical  market  planning,  including  transaction-level  data, 
the  unique  high-performance  analytical  database  marketing  solutions  from  customer  insight  compan 
deliver   analysis,    modeling,    campaign   management,    profitability  retention   and   much  more. 


Call  i-aoo-2* 2-598?.  Rsk  for  information  about  fi 


R  ASK  for  a  demonstratio 


□ 

□  □      Customer  Insight  Company 

«     LJ        A  Metromail  Comp.iny 

ENWOOD    PLOZP    BLVD.,    STE .    100    •    ENGLEWOOD,  CO 
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AT  THE  CUSP  OF  THE  EVOLUTIONARY  WAR 

GINGRICH 


m  merica  is  at  a  curious  moment.  More  and  more  of  us 
■K  are  becoming  pari  of  the  information  age.  But  the 
flVA  overall  society  has  yet  to  fully  absorb  the  implications 
fij^A  of  what  this  means.  Today  nun  c  than  a  third  of 

M  nl  American  households  have  PCs,  and  that  number  is 
growing  annually.  With  the  increase  in  purchases  by  older  and 
less-affluent  consumers,  the  barriers  of  "technology  intimi- 
dation" and  economics  are 
beginning  to  fall. 

The  inability,  however,  of 
many  of  our  current  institu- 
tions to  deal  with  these 
changes  is  increasingly  evi- 
dent. You  won't  find  out 
about  the  possibilities  of 
cyberspace  by  hearing  about 
it  on  network  television  (or 
even  in  your  local  newspa- 
per). During  the  political 
conventions  this  year,  the 
broadcast  networks  com- 
plained about  "scripting" 
and  the  lack  of  news. 

They  also  reported  a 
drop  in  ratings.  But  what 
about  the  high  number  of 
people  who  were  watching 
them  on  C-SPAN — without 
editorial  comment  (except 
that  offered  by  the  view- 
ers/voters themselves)?  Even 
better,  what  about  the  num- 
ber of  people  who  visited 
each  party's  Web  site?  I  par- 
ticipated in  a  chat  room,  as 
did  many  other  convention  participants — removing  yet  an- 
other layer  of  interaction  between  public  leaders  and  mem- 
bers of  the  electorate.  These  developments  are  newsworthy, 
but  possibly  because  they  spell  the  end  of  traditional  news 
gathering,  the  mainstream  media  overlook  them.  After  all, 
who  wishes  to  report  on  one's  own  demise? 

Despite  the  inherently  passive  aspect  of  television — i.e., 
the  couch  potato  effect — TV  has  completely  changed  the  na- 
tion's culture.  We  can  say  with  little  doubt,  then,  that  the  per- 
sonal computer's  possibilities  as  an  active  tool  rather  than  a 


^^^^ 


passive  one  are  almost  infinite.  Already  individuals  are  ac- 
cessing information  that  has,  in  the  past,  been  the  sole 
province  of  specialists  in  such  fields  as  law  and  medicine. 
By  aggressively  pursuing  the  opportunities  ahead  of  us  in  such 
areas  as  molecular  medicine  and  telemedicine,  we  may  very 
well  see  a  20  percent  drop  in  the  cost  of  health  care  in  the 
first  decade  of  the  twenty-first  century. 

On  Capitol  Hill  we  have 
had  trial  committee  hearings 
via  teleconferencing.  Down 
the  road,  we'll  be  able  to  hold 
more  remote  hearings — pos- 
sibly allowing  members  to 
conduct  them  from  their 
home  districts.  This  will  en- 
able ordinary  citizens  to  have 
a  voice  in  the  process  with- 
out traveling  all  the  way  to 
Washington. 

But  all  of  this  has  to  be 
about  more  than  the  legisla- 
tive process.  We  have  to 
reestablish  a  sense  of  com- 
munity and  a  sense  of  citi- 
zenship in  the  information 
age.  Connecting  to  the  Net 
will  ultimately  only  make 
sense  if  we  use  it  as  a  tool  to 
connect  with  each  other. 

The  main  questions  we 
have  to  answer  are,  Where 
do  we  go  from  here?  What 
will  a  fully  integrated  infor- 
mation age  political  system 
look  like?  Frankly,  it's  still 
too  early  to  answer  that.  I  think  what  we  are  doing  with  the 
THOMAS  system  (the  government's  Web  site)  and  our  con- 
gressional home  pages  are  much  more  an  effort  to  begin  a 
dialogue  rather  than  to  offer  a  complete  answer.  My  guess  is 
that  people  who  are  very  young  today — or  not  yet  born — will 
actually  figure  out  the  answer  to  these  important  questions. 

It's  much  like  the  evolution  of  the  American  system:  We're 
closer  to  1760  (the  beginning  of  the  Revolutionary  period)  than 
to  1789  (the  signing  of  the  Constitution).  If  you  had  asked  Ben- 
jamin Franklin,  "At  what  magic  point  did  it  all  start  to  ^66 


Illustration  by  Tim  Gabor 
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i  '.moa  Technology  Update: 


Working  at  home  means  "doing  it  al 
the  unique  Canon  Convertible  CI 


The  MultiPASS™  n 
It 


C2500  combines  professional-quality  color  printing  with  plain-paper  faxing,  PC  taxing,  copying,  and  scanning  in  a  single  device, 
requires  no  more  space  than  a  stand-alone  printer,  and  is  much  more  economical  than  buying  separate,  single-function  machines. 

conventional  office.  They  need  a  complete  office  in  one  box. 


Today,  some  40  million  Americans  work  full-  or  part- 
time  in  their  residences.  A  number  that  is  growing  at  the 
rate  of  more  than  5,000  people  each  day. 

Some  are  telecommuters,  working  at  a  home  computer 
linked  to  their  place  of  employment.  Many  are  entrepreneurs, 
doing  business  from  a  spare  room,  or  are  9-5  professionals 
working  at  home  after  hours  in  the  corner  of  the  family 
room.  And  all  face  the  same  dilemma.  They  must  accom- 
plish a  variety  of  tasks  without  the  support  staff  of  a  large, 


Doing  more  for  less:  a  solution  to  the  dilemma. 

In  response  to  the  growing  need  for  cost-effective  and 
space-saving  home-office  solutions.  Canon  offers  the  only 
product  that  combines  color  Bubble  Jet™  printing  with 
plain-paper  faxing,  PC  fax  capability,  copying,  and 
monochrome  scanning  in  a  single  machine: 

Canon  Convertible™  Color  Printer,  the  MultiPASS™ 


Advertisement 


lore  and  more  people  are  relying  on 
r  Printer  and  getting  it  all  done. 


C2500.  One  simple  answer  that  does  the  work  of  many 
different  machines.  Just  as  the  home-office  worker 
performs  the  tasks  of  many  different  people. 

Multiple  functions  without  compromises. 

The  MultiPASS  C2500  is  an  excellent  color  printer 
with  extended  capabilities.  For  example,  it  even  stores 
incoming  faxes  while  performing  other  functions. 

As  a  Bubble  Jet  printer,  it  produces  720  x  360  dpi  true 
four- color  output  on  a  variety  of  media — paper,  envelopes, 
fabrics,  and  specialty  films — at  speeds  of  up  to  0.8  ppm. 
And  it  delivers  monochrome  output  at  speeds  up  to  5  ppm. 

As  a  fax,  it  can  transmit  a  page  in  as  little  as  6 
seconds  at  14,400  bps.  It  has  automated  dialing  and 
fax/telephone  switching  capability.  Plus  42  pages  of  fox 
memory,  a  20-page  automatic  document  feeder,  and  a 
one-hour  battery  backup  that  provides  added  con- 
venience and  reliability. 

It  makes  convenient  copies  with  a  resolution  of  360 
x  360  dpi,  with  64  shades  of  gray  for  halftone  images. 

As  a  monochrome  scanner,  it  captures  line  art,  logos, 
and  text  at  200  dpi  resolution.  Also,  it  is  TWAIN  com- 
patible, so  it  can  acquire  images  for  popular  OCR 
(optical  character  recognition)  and  graphics  programs. 

And  the  MultiPASS  C2500  includes  Canon  Creative  2,  a 
suite  of  nine  full-featured  applications  for  creating  and 
printing  professional-quality  person- 
alized business  materials. 


With  Canon  Creative  2,  you  can 

create  professional-quality 
personalized  brochures, 
greeting  cards,  stationery, 
and  more.  Including 
Canon  T-shirt  transfers. 


What  the  world  is  coming  to. 

The  MultiPASS  C2500  is  part  of  a  complete  line  of 
Canon  products  for  the  home  office.  Products  that  help 
you  communicate  professionally,  personally,  produc- 
tively, and  profitably.  Encompassing  scanners  and  digital 
cameras,  desktop  and  notebook  computers  as  well  as 
single-  and  multi -function  printers  and  Canon  Creative  2 
software,  the  key  to  amazing  results. 

It  is  also  a  product  for  the  way  we  work — today  and 
tomorrow.  Enabling  the  increasing 
number  of  people  who  work  at 
home — from  telecommuters  to 
entrepreneurs — to  choose  how  and 
when  they  want  to  work.  Improving 
creativity  and  increasing  produc- 
tivity and  allowing  you  to  spend 
more  time  with  the  family.  You 
can  even  avoid  the  traffic. 


MultiPASS  C2500 


Canon 


For  more  information  about  the  MultiPASS  C25(X).  call  I  -K00.X4K -41 23    ©lu9o  Canon  Inc. 


4  languages,  multiple  networks,  an  endless  stream  of 
documents  and  one  GP30F  to  manage  the  whole  operation. 


Customer  is  responsible  for  determining  compatibility  with  their 
systems  and  applications.  Optional  equipment  required.  Novell  and 
Netware  are  registered  trademarks  of  Novell.  Inc.  TRIL  qualified  Token 
Ring  products  are  certified  for  physical  interoperability  in  multi-vendor 
environments.  PostScript  is  a  trademark  of  Adobe  Systems,  Inc., 
registered  in  the  U.S.  and  other  countries.  AS/400  is  a  registered 
trademark  of  International  Business  Machines  Corporation. 
©  1996  Canon  U.S.A.,  Inc. 
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Tested  ant 


GP30F  Digital  Imaging  System. 

multiple  environments 
with  one  integrated 
document  management  system:  The 
GP30F  Total  Document  Management 
System  from  Canon. 

The  GP30F  is  built  around  open  industry 
standards,  and  it  connects  directly  tc 
numerous  network  environments.  So  nq 
matter  how  many  different  environments 
you're  working  with,  anyone  on  any  network 
can  print,  fax,  scan  and  copy  more 
productively,  all  through  the  same 
digital  system.  The  GP30F  also  J£ 
speaks  your  printing  language,  whethei 
you're  using  PCL,  PostScript,  AFPDS,  SCS 
or  all  of  the  above. 

So  with  the  GP30F,  you  don't  have  tc 
change  your  whole  environment  to  make 
your  document  processing  more  efficient 

gr/^  m      ^nc'  y°u  c'on  *• nave  *c 

fclJB  sacrifice  the  presen 

Adobe  PostScript  for  the  future.  The 
GP30F  will  integrate  seamlessly  with 
whatever  new  technology  you  employ. 

If  your  office  needs  an  integratec 
solution  to  document  management,  the 
GP30F  is  one  system  that  can 
manage    the   job  perfectly. 
For   more    information,  call 


1  -800-OK-CANON  anytime,  or  visit  us  a 
http://www.usa.canon.com  on  the  web 

Canon 


HISTORY      &  POLITICS 

FRANCIS 

TRUST  STILL  COUNTS  IN  A  VIRTUAL  WORLD 

FUKUYAMA 


•  t  a  fancy  conference  in  Europe,  I  recently  heard  an 
executive  from  a  leading-edge  American  networking 
l>  company  breathlessly  explain  his  vision  I  *  >  i  the  digital 
S^^L  future.  Tomorrow's  virtual  corporation,  he  said,  will 

m  wk  have  no  building,  no  offices,  no  permanent  workers, 
no  overhead.  It  will  use  the  Internet  to  tap  the  best  talent,  no 
matter  where  in  the  world  it  is  located,  bringing  these  cyber- 
workers  together  on  a  pro- 
ject basis.  That  project  com- 
pleted, the  group  will 
dissolve.  The  virtual  corpo- 
ration will  move  on  to  a  new 
project  with  new  personnel. 

The  executive  then  ex- 
tolled the  virtues  of  a  digital 
flower  shop,  in  which  you 
clicked  your  Web  browser  to 
order  a  bouquet.  What  is 
great  about  the  Internet,  he 
said,  is  that  the  actual  busi- 
ness at  the  other  end  might 
be  just  a  high  school  kid  in 
his  bedroom  who  would  then 
call  FTD  to  have  your  flow- 
ers sent  to  you.  You  wouldn't 
know  the  difference. 

My  first  thought  on  hear- 
ing this  story  was,  "Damned 
if  I  would  give  out  my  cred- 
it card  number  over  the  In- 
ternet to  some  high  school 
kid."  I  don't  know  much 
about  the  state  of  digital  au- 
thentication, but  I  do  know 
something  about  high  school 
kids,  and  I  wouldn't  trust  them  with  taking  out  the  garbage, 
much  less  with  my  valuable  financial  information. 

The  virtual  corporation  that  the  executive  described  falls 
on  its  face  for  much  the  same  reason:  an  absence  of  trust.  This 
disembodied  organization  exists  without  institutions,  without 
loyalties,  without  face-to-face  interaction.  It  assumes  that  the 
only  problem  a  "knowledge-based  company"  faces  is  signing 
up  the  best  talent.  It  then  assumes  that  these  talented,  ambi- 
tious people  are  going  to  work  together  and  share  informa- 
tion with  other  talented,  ambitious  strangers  they've  never 


met.  This  scenario  fails  to  take  into  account  the  fact  that  in  a 
human  capital-intensive  environment,  all  you  bring  to  the 
table  is  your  own  intellectual  property.  You  will  not  share  this 
precious  resource  with  others  unless  you  trust  them  to  reci- 
procate and  to  not  abuse  the  favor. 

This  is  why  institutions  exist:  Within  them,  we  feel  loyalty 
to  social  groups  larger  than  ourselves.  An  engineer  for  Intel 

or  Motorola  who  comes  up 
with  an  exciting  new  innova- 
tion in  the  course  of  a  project 
does  not  face  the  same 
quandary  as  the  lonely  indi- 
vidual in  the  virtual  cor- 
poration. The  former  shares; 
the  latter  ponders  whether 
to  share  the  discovery  with 
colleagues  or  whether  to 
try  to  capitalize  on  the  idea 
individually. 

Trust  becomes  all  the 
more  important  in  a  high 
tech  environment.  There  you 
are  not  outsourcing  simple, 
commodity-like  products 
and  services  but  complex, 
difficult-to-evaluate  ones.  A 
semiconductor  design  com- 
pany that  outsources  its 
manufacturing  is  in  some 
sense  turning  its  future  over 
to  its  partner.  To  succeed, 
both  companies  have  to 
share  proprietary  processes, 
designs,  and  other  kinds  of 
intellectual  property.  Obvi- 
ously, you  are  not  going  to  do  this  with  a  firm  you  do  not  trust 
implicitly.  It  is  true  that  modern  information  technology,  by 
cutting  down  transaction  costs,  makes  this  kind  of  "plug-and- 
play"  modularity  easier.  But  not  every  kind  of  transaction  cost 
can  be  reduced  by  improvements  in  data  processing,  trans- 
mission, and  storage. 

Trust  often  arises  from  moral  reciprocity — the  fact  that  you 
have  gone  out  of  your  way  to  drive  your  business  partner  to 
the  airport  or  have  found  interests  and  friends  in  common.  It 
also  comes  from  experience:  You  don't  know  that  a  ^69 
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Today  in  the  real  world,  there  is 
one  way  that  cyberspace  is  funda- 
mentally changing  how  business 
works:  corporate  intranets.  And 
AMD  technology  is  at  the  heart 
of  this  new  networked  world. 
Our  advanced  networking  chips 
are  key  components  of  collabo- 
rative computing  environments 
—  whether  it's  a  local  network 
or  a  global  one.  In  fact,  AMD 
chips  help  carry  80%  of  all 
Internet  traffic.  Visit  our  website 
or  call  1-800-222-9323. 


AMD  is  a  global  leader  in 
communications  technology,  offering 
a  full  range  of  high-performance, 
low-cost  networking  chips. 


AMDH 


www.amd.com 


caffeine  @  all 


HISTORY      &  POLITICS 

JOHN 

COMPUTERS  CAN'T  REPLACE  JUDGMENT 

KEEGAN 


Historians  work  by  amassing,  categorizing,  and  then 
interpreting  facts.  It  is  not  surprising  that  the  capacity 
of  the  computer  to  help  with  the  first  two  of  those 
activities  should  have  quickly  excited  numbers  of  his- 
torians. So  much  so,  in  fact,  that  a  term — cliometrics, 
after  Clio,  the  muse  of  history — was  soon  coined  to  describe 
the  sort  of  work  historians  and  the  computer  could  do  to- 
gether. Cliometrics  had  a  particular  application  to  branches 
of  history  dealing  in  large  quantities  of  essentially  statistical 
material:  demography,  electoral  behavior,  and  all  forms  of 
economic  history. 

The  excitement  generated  by  cliometrics,  however,  quickly 
passed,  for  the  excellent  reason  that  the  one  essential  activity 
at  which  computers  are  notoriously  bad  is  interpretation.  The 
mere  multiplication  of  facts,  however  securely  stored,  how- 
ever diversely  categorized,  does  not  assist  but  may  actually 
detract  from  the  ultimate  effort  a  historian  must  make,  which 
is  to  see  the  woods  among  the  trees.  Historians,  if  they  are  any 
good,  command  a  readership  (and,  academic  pretensions  to 
the  contrary,  a  historian  without  a  readership  is  a  nobody)  by 
achieving  insights  and  perceptions  that,  while  squaring  with 
the  facts,  also  resonate  with  other  minds.  Such  insights  come 
in  all  sorts  of  ways — personal  experience,  conversation,  and 
the  reading  of  novels  are  common  ones.  They  may  indeed 
come  through  long  hours  before  a  computer  screen.  They  will 
not  come,  however,  in  any  digitized  way  corresponding  to  the 
working  of  the  human  thought  process,  which  remains  as 
mysterious  as  ever. 

The  computer  is  of  particularly  little  value  to  the  military 
historian,  who  deals,  in  the  last  resort,  with  intangibles — 
courage  and  willpower  and  the  lack  of  either.  Why  did 
Stonewall's  brigade  stand  at  the  First  Battle  of  Bull  Run?  Why 
did  McClellan  dither  during  the  Peninsular  campaign?  Why 
did  the  Iraqi  army  collapse  so  completely  during  the  Gulf  War? 
How  did  Saddam  Hussein  delude  himself  into  thinking  that 
he  could  get  away  unpunished  with  the  invasion  of  Kuwait 
in  the  first  place?  These  are  all  crucial  questions  to  which  no 
computer  program  helps  to  supply  a  credible  answer.  The  mere 
amassing  of  "order  of  battle"  statistics — for  which  the  com- 
puter is  a  very  useful  tool,  used  by  myself  for  that  purpose  in 
the  run-up  to  the  Gulf  War — does  not  yield  information  that 
will  either  predict  outcomes  or  explain  them  retrospectively. 
The  order  of  battle  statistics  for  the  Battle  of  Midway  in  1942, 
showing  the  United  States  Navy's  three  carriers  outnumbered 
by  four  Japanese  carriers  supported  by  a  large  surface  fleet, 


suggested  an  American  defeat  as  an  outcome.  In  fact,  it  was 
the  Japanese  who  were  defeated,  and  shatteringly  so. 

Might  a  data  processing  system  have  helped  Chuichi 
Nagumo,  commander  of  the  Japanese  strike  force,  to  avert 
defeat?  As  we  now  know,  he  exposed  his  carriers  to  crippling 
air  attack  because  he  appeared  unable  to  make  up  his  mind 
about  how  best  to  deploy  his  aircraft.  Data  processing  might 
have  helped,  for  the  problem  he  tried  to  solve  by  reasoning — 
if  indeed  he  reasoned  calmly — was  a  simple  one:  how  best 
to  allot  tasks  to  his  bombers  and  fighters  in  the  face  of  a 
narrowly  calculable  threat. 

Nagumo's  failure  provides  an  introduction  to  a  sec- 
ond question:  How  will  the  digital  revolution  change 
the  ways  wars  will  be  fought  in  the  future?  It  is,  of 
course,  already  changing  methods  of  fighting  war. 
Surveillance,  target  acquisition,  and  terminal  deliv- 
ery of  ordnance  today  all  heavily  depend  on  data  processing 
and  digitized  command  sequences.  Performance  is  impres- 
sive, as  the  Gulf  War  demonstrated.  Incoming  surface-to- 
surface  missiles  can  be  identified,  tracked,  and  destroyed  in 
flight.  Outgoing  missiles  can  be  guided  to  targets  with  an 
accuracy  at  impact  of  a  few  feet,  over  flight  distances  of  hun- 
dreds of  miles.  Comprehensive  pictures  of  friend-or-foe 
activity  on  land,  sea,  and  air  can  be  displayed  on-screen.  The 
"fog  of  war"  has  been  thinned  to  a  degree  not  thought  pos- 
sible even  a  generation  ago.  The  digital  revolution  promises  to 
dissipate  it  altogether. 

But  that  is  a  delusion.  Just  as  in  the  practice  of  history  the 
task  of  interpretation  lies  beyond  data  collection,  so  in  war 
the  task  of  decision  making  lies  beyond  surveillance  and  early 
warning.  Digital  processing  speeds  up  the  collection  and  pre- 
sentation of  the  information  on  which  a  commander  must 
make  up  his  mind.  It  does  not,  cannot,  speed  up  the  rate  at 
which  he  can  think.  To  take  a  concrete  example,  Nagumo, 
even  had  there  been  a  computer  available  to  present  him  with 
a  set  of  choices,  might  still  have  demanded  time  to  prioritize 
them,  to  consider  consequences,  to  request  additional  infor- 
mation. Nor  would  he  have  been  wrong  to  do  so.  Momentous 
decisions  cannot  safely  be  taken  without  reflection. 

The  trend  of  the  military  digital  revolution  is  to  diminish  the 
need  for  reflection  by  extruding  the  irrelevant  and  confront- 
ing the  commander  only  with  what  is  essential  for  decision. 
That  is  a  nice  idea.  It  is,  however,  both  unrealistic  and  danger- 
ous. It  is  dangerous  because  it  delegates  either  to  machines  ►  69 
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is  here. 


Introducing  the  Mpact  media  processor:  full  motion  video  and  DVD,  2D  graphics  acceleration,  3D 
real  time  rendering,  Dolby  Digital  Surround  Sound,  the  fastest  fax/modem/Internet  connection, 
telephone,  answering  machine,  and  videoconferencing.  On  a  single  chip.  Operating  simultaneously. 
Brought  to  you  by  Chromatic  Research,  LG  Semicon,  and  Toshiba,  and  coming  soon  to  a  PC  near  you. 
To  find  out  more,  click  on  www.mpact.com  Let  the  real  multimedia  revolution  begin. 


LG  Semicon  TOSHIBA 


1996  Chromatic  Research  Inc    All  fights  reserved    Mpaa  is  a  trademark  of  Chromatic  Research.  Inc  Toshiba  and  the  Toshiba  logo  are  trademarks  of  Toshiba,  Ltd  LG  Semicon  and  the  LG  Semicon  logo  are  trademarks  o'  LG  S«m 

or  registered  trademarks  are  the  property  of  their  respective  holders 
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ROBERT 

TOTALITARIANISM  AND  TECHNOLOGY 

CONQUEST 


WE  seldom  remember  nowadays  that  the  totalitar- 
ianism that  emerged  early  this  century  was 
thought  to  embody,  above  all,  modernity  and 
technology. 
Totalitarian  rule  could  not  have  been  effected 
without  some  of  the  technological  developments  of  the  pre- 
vious few  generations.  One  hundred  and  fifty  years  ago 
the  Russian  liberal  thinker 
Alexander  Herzen  wrote  that 
what  he  feared  most  was 
"Genghis  Khan  with  the  tele- 
graph." When  Lenin  seized 
power  in  Petrograd  in  1917, 
his  first  objectives  were  the 
seat  of  government — and  the 
telegraph  office. 

Lenin  defined  socialism  as 
Soviets  plus  electrification. 
The  tractor  and  the  electric 
power  station  became  the 
icons  of  the  new  order.  But 
central  control  was  the 
essence  of  the  system.  Under 
Stalin  this  took  the  form  of 
permanent  terror. 

Would  modern  technolo- 
gy have  given  the  Stalinists 
even  further  control? 

No.  Killing  on  a  large 
scale  can  be  done  without 
much  technology.  Tamer- 
lane, the  fourteenth-century 
conqueror,  could  amass  a 
pyramid  of  seventy  thousand 
skulls  in  short  order  in  Isfa- 
han. Similarly,  the  system  of  slave  labor  and  the  use  of  star- 
vation as  a  weapon  against  the  peasantry  do  not  require  so- 
phisticated technology.  Totalitarian  torture  methods  also  go 
back  for  centuries  (though  new,  more  recent  devices  include 
the  rubber  truncheon,  much  used  on  the  Jewish  intellectuals 
arrested  in  1949). 

Mind  control  and  the  sniffing  out  of  dissidents  are  another 
matter.  For  those  purposes,  technology  did  give  the  Stalinists 
some  advantages. 

The  Soviets  used  "technical  surveillance" — i.e.,  bugging — 


widely,  to  spy  on  such  targets  as  the  great  poet  Anna  Akhma- 
tova. Their  espionage  technology  advanced  to  such  a  degree 
that  in  the  1980s  the  United  States  had  to  abandon  its  brand- 
new  embassy  in  Moscow,  built  by  Russian  labor.  The  reason 
wasn't  so  much  the  number  of  bugs  discovered  as  that  some 
were  virtually  undetectable,  and  American  security  experts 
couldn't  guarantee  all  had  been  found. 

Cruder  bugging  tech- 
niques were  also  reasonably 
effective,  though  in  Stalinist 
days  they  took  a  lot  of  space 
and  personnel  to  implement. 
Even  in  the  late  1980s  I  saw 
one  large  bugging  room  in 
which  shirtsleeved  men  in 
uniform  watched  whole 
banks  of  slowly  winding 
tapes — all  to  spy  on  a  single 
floor  of  a  luxury  hotel. 

Because  of  the  Stalinist 
secret  police,  it  became  al- 
most unknown  for  anyone  to 
express  disagreement.  So,  to 
maximize  the  terror,  the  se- 
cret police  sought  more  and 
more  to  detect  the  slightest 
indication  of  disloyalty — by 
a  tone  of  voice  or  a  facial 
expression.  The  potential 
victims  became  increasingly 
circumspect,  even  in  their 
physical  responses.  Could 
technology  have  produced, 
or  could  it  produce  in  the  fu- 
ture, an  accurate  reading  of 
faces,  heartbeat — a  sort  of  lie  detector  at  a  distance? 

Indeed,  some  suggest  a  future  Stalin  might  order  com- 
pulsory implants — similar  to  very  advanced  versions  of  the 
monitoring  anklets  now  put  on  some  parolees. 

And  yet  further  into  the  future,  we  might  see  a  totalitari- 
an leader  who  would  want  to  manipulate  the  genetic  code  in 
order  to  produce  a  caste  of  serfs  or  warriors... 

It  was  a  basic  Stalinist  principle  that  the  outside  world,  in- 
deed all  non-Stalinist  thinking,  was  to  be  kept  out  as  much  as 
possible.  But  information,  broadcast  by  Western  radio  ^-71 
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HISTORY      &  POLITICS 


PAUL 

TO  THE  HISTORIAN,  IMAGINATION  STILL  MATTERS 

JOHNSON 


IT  is  impossible  to  exaggerate  the  growing  reliance  on 
electronic  storage  systems  for  research  historians.  As  more 
and  more  primary  sources,  printed  and  unprinted,  are 
put  into  these  systems,  the  research  historian  will  grad- 
ually cease  to  be  peripatetic.  Rather,  he  will  use  his  time, 
energy,  and  money  traveling  to  and  from  libraries,  public 
records  offices,  and  other  depositories  of  material.  He  soon 
will  be  able  to  carry  out  most 
of  his  research — eventually 
perhaps  all  of  it — without 
leaving  his  study.  Moreover, 
technology  can  also  save  pre- 
cious time  in  classifying,  an- 
alyzing, and  presenting  his 
material.  It  should  make  the 
results  more  accurate  and 
dependable,  for  most  errors 
in  historical  research  arise 
from  manual  transcription. 
The  main  result,  however, 
will  be  an  increase  in  the 
productivity  of  research  his- 
torians and  thus  in  the  vol- 
ume of  specialist  studies  they 
publish. 

Critics  may  say  that  too 
much  specialist  historical 
research  is  published  al- 
ready, and  the  consequence 
is  confusion  and  bewilder- 
ment. To  which  I  reply  that 
the  synoptic  historian — who 
constructs  overall  views  of 
large  subjects  and  presents 
them  as  comprehensibly  as 
possible  for  the  general  reader — exists  precisely  to  eliminate 
confusion  and  bewilderment.  He  does  this  through  rigorous 
analysis  and  selection  of  research  material,  and  by  incorpo- 
rating into  his  synoptic  view  only  those  studies  that  signifi- 
cantly alter  the  received  view  of  history. 

Thus  the  synoptic  historian  is  greatly  dependent  on  mod- 
ern technical  aids  "at  second  hand."  But  such  technology 
has  only  a  limited,  direct,  firsthand  value  to  general  histori- 
ans. To  make  an  illuminating  comparison:  Virtually  all  my  life 
I  have  practiced  both  the  writing  of  history  and  the  painting 


of  landscapes.  The  two  have  certain  important  points  in  com- 
mon. When  we  look  at  an  actual  landscape,  the  eye  takes  in 
millions  of  shapes  and  shades  and  textures,  positioned  at  dis- 
tances that  vary  almost  imperceptibly  from  a  few  feet  to  sev- 
eral miles.  The  artist  has  to  reduce  all  this  complexity  to  a  few 
hundred  brush  strokes,  employing  perhaps  a  dozen  colors  on 
a  two-dimensional  surface.  This  huge,  ruthless  effort  of 

selection,  heightening  the 
salient  shapes,  contours,  and 
depths  of  the  landscape 
while  maintaining  the  illu- 
sion of  detail,  secures  the 
painting's  general  verisimil- 
itude. It  is  both  science  and 
art.  But  in  the  end  the  art 
matters  more. 

Writing  history  is,  in 
essence,  similar  to  painting  a 
landscape.  In  a  sense,  all  of 
us  enact  history  every  day  of 
our  lives.  Our  activities  in 
any  one  day,  let  alone  a  year 
or  a  decade,  are  virtually  in- 
finite. The  research  historian 
filters  and  eliminates  a  vast 
amount  of  these  activities 
and  arranges  what  remains 
in  some  kind  of  order.  New 
technology  plays  an  enor- 
mously important  part  in 
this  preliminary  process. 

But  the  synoptic  histori- 
an, using  all  his  analytical 
and  literary  skills,  conducts 
the  final  process  of  selection 
that  actually  brings  the  period  to  meaningful  and  significant 
life.  New  technology  does  not  help  much  here,  except  in  a 
purely  ancillary  way.  Ability  to  grasp  the  main  themes  while 
snatching  at  significant  detail,  to  track  the  narrative  camera 
over  a  huge  area  and  time  span  at  one  moment,  then  move 
into  close  focus  the  next,  to  encapsulate  character,  to  get  to 
the  root  of  institutional  change,  to  identify  the  key  moments — 
the  hinges  on  which  history  turns — to  allow  the  historical 
actors  to  speak  for  themselves,  all  are  techniques  that  con- 
jure up  vivid  pictures  in  the  reader's  mind.  These  are  ^69 
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available  to  an. 

stay,  just   oiHVt  seve^ 

dynamic"™*  ith  the  yisiOIl  tO 

take  you  into  the 

future  .    And  not   only  do  you 
have  the  right  to  information 
m  technology  that  works  the  way 
you  want   it  to,   you  have  the 

ht  to  change ^j^Jru—^tri  ■ 
It   is  yourldue,   IlOW    IS  tlie 
time   to  healize  a  significant 
return  on  ypur  technological, 
investment  .\_This  is  not   s  imply 
about  new  systems,  it's  about  the 

emancipation  of  information.  Java 

\ 

Enterprise  Computing  is  here  and 

it  will  set  you 
free. 

http://www.  svui,  cpm/liberty  or 
1-300-786-0785,  E*t.470. 
THE  NETWORK  IS  THE  COMPUTER1' 
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IN  THE  BEGINNING  WAS  THE  TRANSISTOR 

ROMER 


Every  culture  develops  its  own  creation  myth.  The 
myth  for  Silicon  Valley  starts  with  the  discovery  of  the 
transistor.  It  unfolds  according  to  the  irresistible  logic 
of  Moore's  Law:  The  size  and  cost  of  a  transistor  are 
cut  in  half  every  eighteen  to  twenty-four  months.  Like 
all  myths,  this  one  tells  a  simple  story:  "Before  transistors, 
there  were  few  computers.  After  the  transistor  was  invented, 
computer  power  grew  rapid- 
ly, transforming  our  lives." 

Myths  capture  elements 
of  truth,  but  they  make  sense 
of  events  only  by  hiding 
many  important  details. 
There  is  more  to  the  com- 
puter revolution  than  the  de- 
velopment of  smaller  and 
cheaper  transistors.  For  ex- 
ample, why  has  hard-drive 
storage  capacity  increased  so 
rapidly  when  no  transistors 
appear  on  the  surface  of  the 
disk?  Forecasts  about  the 
long-run  effects  of  the  digi- 
tal revolution  hinge  on  the 
answer  to  this  question. 

The  myth  correctly  iden- 
tifies the  discovery  of  tran- 
sistors as  the  seminal  event 
in  the  digital  revolution. 
Charles  Babbage  worked  out 
the  basic  principles  for  a 
general-purpose  computer  in 
the  1840s.  In  the  century  fol- 
lowing Babbage's  discovery, 
people  made  almost  no  pro- 
gress in  building  a  working  model.  Since  the  discovery  of 
the  transistor,  however,  computer  power  has  grown  expo- 
nentially. The  contrast  could  hardly  be  sharper. 

So  it's  no  exaggeration  to  say  that  the  discovery  of  the  tran- 
sistor and  its  subsequent  development  set  the  pace  for  the  dig- 
ital revolution.  The  myth,  however,  suggests  that  the  transis- 
tor's progress  sufficiently  explains  growth  in  computing  power. 
This  is  very  misleading.  Many  supporting  technologies  need- 
ed to  be  developed  to  make  a  working  computer.  Some  of 
these — magnetic  disk  drives,  fiber-optic  data  networks,  graph- 


ical user  interfaces — exploited  very  different  technological 
principles  from  the  ones  behind  the  transistor. 

Nevertheless,  most  commentators  focus  their  story  on 
the  transistor,  allowing  them  to  create  a  myth  in  technological 
determinism.  An  innovative  new  production  process  is 
serendipitously  discovered,  eventually  evolving  along  a  pre- 
determined technological  trajectory.  The  emergence  of  the 

technology  is  then  used  to 
explain  coinciding  changes 
in  social,  political,  and  eco- 
nomic life.  Thus  one  reads 
that  the  steam  engine  caused 
the  Industrial  Revolution 
and  society's  division  into 
workers  and  capitalists. 
Now,  we  hear  that  the  tran- 
sistor is  causing  the  digital 
revolution,  globalization, 
and  the  rise  of  the  knowl- 
edge-based economy. 

In  these  accounts,  how- 
ever, the  causal  arrows  run 
only  one  way.  Once  an  im- 
portant new  technology  is 
invented,  it  develops  ac- 
cording to  its  own  logic, 
independent  of  surrounding 
events. 

As  individuals,  we  often 
feel  powerless  to  affect  the 
course  of  technological 
change.  Technological  deter- 
minism, therefore,  appeals  to 
our  intuition.  When  study- 
ing markets,  in  contrast, 
intuition  offers  little  guidance.  People  generally  believe  that 
an  increase  in  the  price  of  a  basic  commodity,  such  as  milk, 
has  little  effect  on  the  quantity  purchased  individually. 
Nevertheless,  the  evidence  is  clear.  In  the  aggregate,  when  price 
increases,  quantity  purchased  decreases.  Incentives  have  sub- 
tle but  pervasive  effects  on  human  behavior,  effects  that  we 
may  fail  to  see  or  understand. 

Similarly,  when  the  profit  from  developing  a  new  type  of 
technology  increases,  people  will  respond  by  developing  the 
technology  more  rapidly.  Example:  Scientists  understood  ►  44 
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j$%J^_j||  MW*W%  l^  the  principles  behind  magnetic 
HI  llwV  fa  mLw  data  storage  long  before  the  tran 
S^.%Flf  ifclm  sistor,  but  in  the  early  1900s  there 
was  little  demand.  With  the  advent  of  the  transistor  and  sub- 
sequent development  of  the  central  processing  unit  (CPU),  de- 
mand for  permanent  data  storage  surged  ahead,  leading  to 
innovations  in  this  area.  Instead  of  using  plastic  tape,  engineers 
put  the  magnetic  medium  on  a  moving  surface,  first  on  the 
outside  of  a  cylinder,  then  on  the  surface  of  a  disk.  Prior  to  the 
1950s,  innovations  such  as  these  were  technologically  feasi- 
ble, but  the  lack  of  incentives  limited  their  development. 

As  the  example  of  hard-disk  storage  already  suggests, 
cheaper  transistors  will  continue  to  encourage  innovation  in 
complementary  technologies.  Improvements  in  one  area  will 
raise  our  impatience  with  bottlenecks  that  prevent  us  from  en- 
joying technological  advances  in  another.  Fortunes  will  be 
made  by  people  who  remove  these  bottlenecks.  Currently, 
cheaper  transistors  are  the  most  important  force  inducing  tech- 
nological change  in  related  fields.  As  breakthroughs  occur,  a 
different  engine  of  growth  could  evolve.  For  instance,  cheap- 
er transistors  have  encouraged  broadband  graphics  applica- 
tions, which  in  turn  have  created  users  impatient  with  the  slow 
speed  of  data  transmission.  As  a  result,  communications  tech- 
nologies are  now  poised  for  a  big  increase  in  performance. 

Forecasts  about  the  digital  revolution's  future  depend  on 
the  potential  for  induced  innovation.  Sometime  in  the  next 
two  decades,  physical  barriers  will  limit  our  ability  to  make 
transistors  any  smaller.  If  the  determinists  are  correct,  noth- 
ing can  be  done,  except  to  wait  for  a  new  source  of  techno- 
logical change.  If  economists  are  right — if  incentives  do  mat- 
ter— the  digital  revolution  will  continue  to  spur  innovation 
long  after  the  death  of  Moore's  Law. 

Researchers  respond  not  just  to  rewards,  but  also  to  costs. 
This  creates  another  channel  through  which  digital  informa- 
tion technology  will  encourage  technological  change.  Our  phys- 
ical world  presents  us  with  a  relatively  small  number  of  build- 
ing blocks — the  elements  of  the  periodic  table — that  can  be 
arranged  in  an  inconceivably  large  number  of  ways.  Search 
costs  limit  our  discovery  of  valuable  new  arrangements.  Over 
time,  we  have  found  some  useful  combinations.  Mix  iron  and 
carbon  together  with  small  amounts  of  manganese,  chromi- 
um, nickel,  molybdenum,  copper,  tungsten,  cobalt,  or  silicon, 
and  you  can  produce  a  range  of  different  steel  alloys.  Arrange 
silicon,  some  impurities,  and  some  metals  in  just  the  right  way, 
and  you  get  a  microprocessor. 

But  nature  shows  us  that  we  have  a  long  way  to  go.  By  pure 
trial  and  error,  evolution  found  a  way  to  mix  carbon,  oxygen, 
hydrogen,  and  a  few  other  elements  into  the  seed  for  a  tree. 
Think  of  this  seed  as  the  software  and  hardware  for  build- 
ing a  solar-powered  factory.  It  sucks  raw  materials  out  of  the 
ground  and  air.  Depending  on  the  software  coded  into  its 
DNA,  the  tree  will  convert  these  raw  materials  into  construc- 
tion material  or  fruit.  In  comparison  with  the  tree,  existing 
software-controlled  manufacturing  systems  don't  seem  very 
sophisticated. 

Of  course,  the  vast  majority  of  possible  arrangements  lead 
to  muck.  The  key  to  technological  change  and  economic 
growth  is  to  sort  quickly  and  inexpensively  through  the 


possibilities  to  find  valuable  formulas. 

Fundamentally,  this  search  is  an  information-processing 
activity.  We  can  start  with  established  bodies  of  scientific 
knowledge  and  predetermine  an  arrangement  that  will  do 
something  valuable.  Alternatively,  we  can  create  many  dif- 
ferent arrangements  and  try  them  out,  looking  for  the  ones 
that  are  valuable.  In  the  pharmaceutical  industry,  these  tech- 
niques are  labeled  rational  design  and  mass  screening.  Most 
search  processes  involve  some  combination  of  the  two.  Chip 
design,  for  example,  involves  extensive  design  work  in  the  ini- 
tial stages  and  many  rounds  of  trial-and-error  screening  as  the 
chip  moves  into  production. 

From  the  beginning,  everyone  expected  that  computers 
would  aid  the  process  of  rational  design.  For  products  rang- 
ing from  airliners  to  power  tools,  computer  design  and  sim- 
ulation methodologies  have  already  reduced  product  cycles 
and  yielded  better  products.  Surprisingly,  computer-automated 
systems  are  also  making  screening  more  efficient.  Using  meth- 
ods such  as  combinatorial  chemistry  and  automated  machin- 
ery, we  can  synthesize  and  screen  large  numbers  of  different 
compounds  quickly  and  inexpensively. 

So  even  if  the  rate  of  technological  progress  in  the  com- 
puter industry  itself  comes  to  a  stop,  the  digital  revolution  will 
leave  us  with  valuable  information-processing  tools  for  the  fu- 
ture. Because  searching  will  be  cheaper,  market  incentives  will 
cause  us  to  search  more.  Technological  change  and  econom- 
ic growth  will  therefore  be  more  rapid. 

Myths  may  be  comforting,  but  science  is  exciting. 
According  to  the  myth  of  determinists,  the  digital 
revolution  has  been  one  long  ride  down  a  techno- 
logical trajectory  leading  to  smaller  transistors.  They 
suggest  that  we  were  lucky  to  stumble  onto  it.  More 
accurately,  the  long  sweep  of  human  history  shows  that  the 
more  we  learned  and  discovered,  the  better  we  got  at  learning 
and  discovering. 

We  have  had  more  change  and  growth  in  the  last  one  hun- 
dred years  than  in  the  previous  nine  hundred.  New  methods 
of  information  processing — spoken  language,  writing,  and 
printing  with  movable  type — were  pivotal  developments  in 
the  acceleration  of  growth  in  knowledge  and  standards  of  liv- 
ing. There  is  every  reason  to  hope  that  the  digital  revolution 
will  have  this  same  effect,  making  growth  and  technological 
change  in  the  next  century  even  more  impressive  than  it  has 
been  in  this  one. 

Of  course,  humans  could  make  a  mess  of  things.  The  Chi- 
nese had  cast  iron  fifteen  centuries  before  Westerners  did  and 
movable  type  four  hundred  years  before  Gutenberg.  Neverthe- 
less, the  political  and  social  system  in  China  eventually  stifled 
the  incentives  for  additional  discovery,  and  progress  there  vir- 
tually came  to  a  halt.  It  is  always  possible  that  the  same  thing 
could  happen  for  the  human  race  as  a  whole.  Technological 
determinists  would  then  tell  us  that  the  technology  did  it  to 
us.  In  truth,  for  progress  to  come  to  an  end,  we  will  have  to 
do  it  to  ourselves.  ■ 

Paul  Romer,  a  leading  proponent  of  the  New  Growth  Theory,  is  one  of  America's 
leading  economic  thinkers.  He  is  a  professor  at  the  Graduate  School  of  Business 
at  Stanford  University  and  a  fellow  at  the  Hoover  Institution. 
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The  airline  business  is  one  of 
the  most  competitive  on  earth. 
So  to  ensure  their  continued  suc- 
cess, KLM  Royal  Dutch  Airlines 
brought  Computer  Associates 
onboard. 

With  CA,  KLM  can  take 
advantage  of  the  world's  most 
advanced  client/server  financial 
software:  CA-Masterpiece  72000. 

As  Executive  Vice  President 
and  Corporate  Controller,  Hans 
Baiggink  says,  "KLM  is  an  inter- 
national business 
with  offices  all 

over  the  globe.  I^JLalwl 
So  we  needed  financial  software 
that  was  multi-language  and 
multi-currency.  In  both  cases, 
Masterpiece  fit  the  bill." 

What's  more,  Bruggink 
appreciates  the  fact  that 
Masterpiece  operates  in  "real- 
time',' giving  his  staff  immediate 
access  to  the  information  they 
need  right  from  their  PCs. 

Perhaps  best  of  all, 
Baiggink  says,  CA  and  KLM 
worked  together  to  customize 
Masterpiece  to  precisely  fit  their 
needs:  "CA  made  sure  they  had 
all  the  input  they  needed  to  tailor 
Masterpiece  to  our  specific 
requirements.  And  they  continue 
to  refine  the  software  to  keep  up 
with  the  new  demands  of  our 
business." 

Sounds  like  a  good  partner- 
ship. "Flying  sky  high','  says 
Bniggink.  Spoken  like  a  true 
airline  executive. 
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Software  superior  by  design. 


Twenty-five  years  ago,  three 
Intel  engineers  invented  the 
microprocessor.  It  was  about 
this  big.  yet  it  made  PCs 
possible.  Today,  thousands  of 
Intel  engineers  are  kicking 
around  a  tew  more  small  ideas. 


HISTORY      &  POLITICS 

RALPH 

DIGITAL  DEMOCRACY  IN  ACTION 

NADER 


Information  is  THE  CURRENCY  of  democracy,  and  infor- 
mation age  technologies  can  make  information  current, 
accurate,  and  inexpensive  for  people  to  use  to  create  a 
more  just  and  prosperous  society. 
But  technology  does  not  have  its  own  imperative.  It 
reflects  the  distribution  and  the  concentration  of  power  and 
wealth  that  shape  its  quality,  quantity,  and  accessibility.  Right 
after  World  War  II,  two  high  technologies  were  touted  by  their 
boosters  to  the  point  of  euphoria.  One  was  television  and 
the  other  was  atomic  power. 

I  recall  my  seventh-grade  schoolteacher  regaling  us  with 
the  coming  benefits  of  atomic  power — oh,  so  cheap  ("too 
cheap  to  meter,"  said  one  of  its  prominent  promoters),  so  safe, 
and  so  adaptable.  Why,  just  a  little  atomic  power  gadget  in- 
stalled in  our  cars,  she  said,  would  replace  gasoline  for  the  life- 
time of  the  car.  She  was  citing  the  leading  scientific  projections 
at  that  time.  What  a  difference  reality  makes!  Troubled  and 
risky,  nuclear  power  is  in  a  de  facto  moratorium  in  this  coun- 
try— not  a  single  reactor  has  been  ordered  by  the  cost-con- 
scious utilities  for  more  than  two  decades.  And  gasoline 
stations  are  still  flourishing. 

Then  there  was  television.  My  first-year  high  school  teach- 
ers told  us  that  an  age  of  enlightenment  was  awaiting  us. 
Whole  new  worlds  of  information,  geography,  debate,  and 
mobilization  would  come  from  this  living  room  technology. 
What  was  now  controlled  by  the  few  would  soon  be  accessi- 
ble by  the  many.  The  parochial  world  of  youngsters,  they  fore- 
cast, would  disappear  and  be  replaced  by  a  young  genera- 
tion that  would  be  aware  and  have  an  understanding  of 
worldwide  events.  This  was  before  Tony  the  Tiger,  Chester 
Cheetah,  and  Mortal  Kombat. 

To  be  sure,  the  information  age  has  produced  much  in- 
formation. We  are  inundated  with  data  and  information,  less 
so  with  knowledge,  even  less  with  judgment,  and  almost  not 
at  all  with  wisdom.  Millions  of  information  specialists  never 
get  past  the  information  stage,  and  the  few  who  deal  with 
the  next  stages  of  knowledge  and  judgment  are  called  gurus. 
Wisdom,  alas,  is  left  for  philosophers  who  probably  use  man- 
ual Underwood  typewriters. 

Also,  there's  this  sense  of  incompleteness  about  the  devel- 
opment and  application  of  computers.  Used  mostly  by  busi- 
nesses and  government,  computers  still  seem  exotic  to  most 
consumers,  who  usually  limit  their  personal  computer  use 
to  entertainment  and  modest  record-keeping  purposes.  Com- 
puters, however,  could  usher  in  an  age  of  consumer  infor- 


mation that  would  drive  competitors  to  offer  products  with 
higher  levels  of  health,  safety,  and  quality  for  shoppers.  But, 
except  for  consumers  push  to  compare  auto  insurance  pre- 
miums online,  the  future  is  not  here. 

Even  on  the  business  side,  computers  have  not  fulfilled 
their  promise  of  greater  productivity  in  the  service  sector,  oth- 
er than  in  the  telecommunications  industry.  Computer  design 
pioneer  Thomas  K.  Landauer  in  his  new  book,  The  Trouble 
with  Computers:  Usefulness,  Usability,  and  Productivity  (MIT 
Press),  explains  why,  despite  enormous  investments  in  com- 
puters over  the  last  twenty  years,  productivity  in  the  very 
service  industries  they  were  built  for  has  virtually  stagnated 
everywhere  in  the  world. 

Because  of  their  speed  and  productivity,  however,  when 
technology  is  driven  by  fundamental  values  of  democracy  and 
justice,  these  same  machines  can  produce  highly  useful  knowl- 
edge to  change  conditions  for  the  better.  Our  current  proj- 
ect on  banks  and  mortgage  redlining  is  a  case  in  point. 

The  project  demonstrates  that  the  rapid  advances  in  com- 
puter technology  have  provided  a  valuable  and  powerful  tool 
to  fight  lending  discrimination.  To  the  chagrin  of  banks  and 
other  financial  corporations,  public  interest  groups  and  com- 
munity activists  are  using  the  new  technology  to  plow  through 
mountains  of  aggregate  data,  in  order  to  detect,  with  great 
precision,  who  gets  mortgage  loans  and  who  gets  shut  out. 

fBoR  the  first  time,  the  new  technology  has  put  some 
truly  sharp  teeth  in  the  long-standing,  but  often  futile, 
|  effort  to  prevent  banks  from  adopting  lending  prac- 
tices that  deprive  minority  and  low-  and  moderate-income 
neighborhoods  of  credit — a  practice  commonly  referred 
to  as  "redlining." 

These  efforts  have  led  to  significant  improvements.  Aware 
that  many  community  activists  have  computer-generated  data, 
compiled  from  government  reports,  quite  a  few  banks  have 
cleaned  up  their  act  rather  than  risk  public  exposure.  In  the 
process,  they  have  discovered  that  there  is  profit  to  be  made 
in  lending  to  the  residents  in  underserved  neighborhoods. 

The  information  age  is  young.  It  has  an  opportunity  to  ma- 
ture into  a  responsible,  contributing  force  in  our  democratic 
society.  But  it  requires  civic  engagement  by  many  Ameri- 
cans for  this  prospect  to  be  realized.  ■ 

Ralph  Nader  rose  to  prominence  in  the  1960s  and  has  remained  an  influential 
social  critic  and  self-styled  consumer  advocate.  He  ran  as  the  Gree»  Party 
candidate  for  president  of  the  United  States  in  the  1996  election. 
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America's  electric  utility  companies  are  constantly  trying  to  increasdj 
electric  energy  efficiency.  The  good  news  is  we're  succeeding.  Even  bette:i 
news  is  how  everyone  benefits  from  our  success. 

We're  bringing  prices  down. 

Today  in  the  United  States,  electricity  is  cheaper  than  it  is  in  virtual!] 
every  other  industrialized  nation  on  earth. 

In  fact,  adjusted  for  inflation,  American  electricity  rates  are  lower  now 
than  they  were  as  far  back  as  1960. 

Now  this  is  not  some  kind  of  short  term  aberration.  America's  real 
electricity  prices  have  been  dropping  steadily  for  quite  some  time 
Since  1982,  they're  down  a  full  25%.  During  that  same  time,  othei 
industrialized  countries  have  experienced  steady  increases.  Only  here  hav< 
rates  declined. 

This  cost  advantage  gives  American  business  and  industry  a  huge 
competitive  edge  in  the  global  marketplace. 

How  is  all  this  possible?  It's  the  result  of  the  electric  utility  industry' 
stringent  cost  control  programs.  And  its  continuous  development  of  eve; 
more  efficient  production  methods. 


Electric  technologies.  We're  making  them 
more  efficient  by  the  day. 

Improving  how  efficiently  we  generate  electricity  is  only  half  of  ou 
success  story.  The  electric  utility  industry  is  also  constantly  improving 
the  efficiency  of  the  technologies  that  run  on  electricity 

Clearly,  today's  electric  technologies  are  better  than  ever.  They  mak 
our  lives  more  comfortable,  convenient  and  productive.  And  thev  do  it  all 
while  using  less  and  less  energy. 

For  example,  microwave  ovens  use  90%  less  energy  than  conventiona 
ovens.  New  super  efficient  refrigerators  use  30%  less  energy  than  ever 
1993  models.  LCD  desktop  computers  consume  85%  less  power  thai 
regular  desktops. 

Electric  trains,  cars,  subways  and  industrial  vehicles  keep  people  anc 
products  moving  while  using  half  the  energy-  resources  of  traditional  vehicles 
And  to  top  it  all  off,  energy-efficient  electric  technologies  are  helping 
the  economy  and  doing  it  yvithout  harming  the  environment. 

Our  work  is  never  done. 

The  electric  utility  industry  is  not  one  that's  content  to  rest  on  its  laurels. 
We're  happy  that  electric  rates  are  coming  down.  We're  proud  tha 
electric  technologies  are  getting  more  efficient. 

And  we  want  to  ensure  that  Americans  continue  to  have  efficien 
technologies  and  the  best  electric  system  in  the  world. 


©  Edison  Electric  Institute.  1998 


HISTORY      &  POLITICS 

ROBERT  D 

TECHNOLOGY  AS  MAGNIFIER  OF  GOOD  AND  EVIL 

KAPLAN 


TIHE  record  of  history  is  clear:  Though  technologi- 
cal innovations  have  changed  the  way  we  live,  they  have 
not  changed  man's  essential  nature.  Strife  is  the  origin 
of  everything,  the  ancient  Greek  philosopher  and  sci- 
entist Heracleitus  reminds  us.  Indeed,  technology  has 
always  been  a  tool  in  man's  struggle  with  other  men,  magni- 
fying his  capacity  for  both  good  and  evil.  The  Industrial  Rev- 
olution liberated  man  from 
the  fields,  but  it  also  creat- 
ed the  material  framework 
for  trench  warfare  in  World 
War  I  and  the  mass  murders 
perpetrated  by  Hitler  and 
Stalin.  The  information  rev- 
olution will,  likewise,  have 
an  ambivalent  impact,  per- 
haps on  an  even  greater 
scale:  Few  inventions  have 
demonstrated  the  capacity 
for  social  and  economic 
transformation  like  the  com- 
puter. Yet  history  shows  that 
rapid  social  development  is 
often  accompanied  by  vio- 
lence and  inequality. 

A  person  writing  at  the 
end  of  the  nineteenth  centu- 
ry— when  words  like  fascism 
and  totalitarianism  were  still 
unknown — might  have  intu- 
ited the  evils  of  the  coming 
fifty  years  had  he  or  she  con- 
centrated on  how  technolo- 
gy was  increasing  the  power 
of  the  state  in  Europe  and 
Japan.  Bearing  this  legacy  in  mind,  I  worry  about  two  con- 
sequences of  the  new  information  technologies:  their  tendency 
to  widen  the  gap  between  those  cultures  that  are  already  good 
at  producing  exportable  material  wealth  and  those  that  aren't; 
and  the  ability  of  these  new  technologies  to  enrich  and  com- 
plicate personal  life  at  the  expense  of  the  community  and 
the  state.  Whereas  the  Industrial  Revolution  constructed  the 
massified  state,  the  information  revolution  could  deconstruct 
it,  unleashing  forms  of  benign  and  unbenign  chaos  at  the  same 
time  that  the  computer  revolution  increasingly  reveals  how 


some  cultures  and  subgroups  are  more  technologically  pro- 
ficient than  others.  Therefore,  group  tensions  will  intensify, 
even  as  the  state's  ability  to  contain  these  tensions  diminish- 
es. Ultimately,  the  state  may  be  replaced  by  something  better. 
But  this  transformation,  taking  up  most  of  the  next  century, 
will  be  cruel. 

People  are  not  passive  actors  who  can  be  lifted  up  by  their 

bootstraps  with  gadgetry. 
Technological  innovations 
are  useless  if  there  is  no  civ- 
il order.  What  good  are  new 
vaccines  in  areas  of  Africa 
where  health  clinics  are  van- 
dalized and  there  is  no  elec- 
tric current  for  refrigeration 
because  there  is  no  tradition 
of  maintenance?  You  can 
provide  computers,  but  you 
cannot  provide  habits  like 
maintenance,  record-keep- 
ing, and  returning  messages 
on  time — habits  upon  which 
a  postmodern  society  de- 
pends. In  a  world  where 
wealth  will  be  less  and  less 
determined  by  muscle  labor, 
technology's  advance  will 
further  expose  some  racial 
and  ethnic  fault  lines. 

For  example,  Africa's  per 
capita  income  growth  rates 
are  usually  driven  by  price 
hikes  in  agricultural  com- 
modities, not  by  the  attain- 
ment of  the  industrial  and 
postindustrial  skills  that  drive  growth  in  Asia.  In  fact,  large 
parts  of  Africa  show  few  signs  of  undergoing  even  an  indus- 
trial revolution,  let  alone  a  postindustrial  one. 

In  the  Indian  subcontinent  and  China,  meanwhile,  the 
central  state  apparatus  is  decomposing,  leading  to  the  rise 
of  regional,  economic  warlordism.  The  acceleration  of  informa- 
tion technologies  in  these  areas  is  helping  to  create  Western- 
ized, middle-class  bubbles,  whereby  businesses  and  home 
offices  are  maintained  by  private  electricity  generators,  pri- 
vate water  wells,  and  private  security  guards,  even  as  state  ►  66 


Illustration  by  Greg  Spalenka 


December  2.1  9  9  6     FORBES  ASAP  51 


When  I  logged  on  that  Tuesday  ni; 


"It  was  supposed  to  be  just  another 
evening  chat  session  on  our  genealogy 
forum,  discussing  family  histories.  We 
had  about  1 5  people  online  from  all  over, 
including  one  gentleman  logged  on  from 
Arbroath,  Scotland.  It  was  4  o'clock  in  the 
morning  there.  Turns  out  he  was  alone  in  his 
apartment  and  not  feeling  very  well. 

"I  didn't  even  notice  when  he  first  typed  in  'I 
think  I  have  a  problem.'  But  by  the  time  he  wrote 
'I  think  I  have  had  a  stroke'  and  I  saw  this  stuff 
scrolling  up  my  screen,  1  realized  he  was  really  in 
trouble.  1  kept  writing  'what  is  your  phone  num- 
ber?' He  was  barely  able  to  see  clear  enough  to 


key  in  his  number  -  and  then  he  stopped  typing. 
1  dialed  the  operator  and  within  2  minutes  I'm 
talking  to  a  police  dispatcher  in  Arbroath.  "Ten 
minutes  later,  police  made  it  to  his  home  and 
found  him  lying  on  the  floor,  conscious  but 
unable  to  talk. 

"The  next  morning  I  was  told  that  I'd  saved  this 
man's  life.  Fortunately,  it  wasn't  a  stroke,  and  he 
was  home  from  the  hospital  later  that  day. 

"At  times  like  this,  you  don't  stop  to  think  -  you 
just  do  it.  Like,  I  didn't  worry  about  my  modem. 
I  just  knew  it  would  keep  me  connected.  I've 
been  using  personal  computers  for,  oh,  about 
1 7  years  now  so  I  know  what  works.  I  put  my 


What's  your  story? 


Going  online  has  changed 
people's  lives. 

This  brave  new  online  world  of  the 
Internet  is  reshaping  people's  lives  for  the 
better,  in  big  ways  and  small.  Ordinary 
folks  have  used  their  modems  to  save 
lives,  find  new  jobs,  locate  loved  ones. 
They've  also  gotten  A's  on  homework 
and  made  long-distance  friends.  Usually 
with  Rockwelhbased  modems. 


Share  your  story. 
Win  a  computer. 

If  you  have  a  true  story  to  share,  we'd  like 
to  hear  it.  You  could  win  a  brand  new. 
state-of-the-art  personal  computer  sys- 
tem. Complete  with  a  state-of-the-art 
Rockwell-based  modem,  of  course.  Point 
your  browser  to  www.nb.rockwell.com 
and  share  with  us  just  how  your  modem 
has  affected  your  life. 


RULES  AND  REGULATIONS 

JIO  PURCHASE  NECESSARY  Hit  "WebStones  Contest"  is  open 
tffHkaal  U.S.  residents.  18  yean  or  older.  Employees  (and 
their  .-immediate  families)  ol  Rockwell,  us  affiliates.subsidiaries. 
agemfgfdi.sjribuiors  and  retailers  are  not  eligible.  Void 
where  pitted  or  restncled  by  law.  Contest  begins  on 
November  ii0t  it  8  a,m.  CST  and  all  entries  must  be 
received  no  rattr'tfon  January  51.  199?  at  S  p.m.  CST 

.  HOW  TO  ENTT^-luik  It.  the  Rockwell  website  at 
http://ww.nt^wrttti(om'ahd  follow  the  instructions.  In . 
addition  to  erttmto.(fie  requested  information,  you  will  be 
asked  to  write  Stt  .75  to.  100  words  in  length,  about 
your  use  ol  a  niflw,  obtain  an  entry  form  by  mailing 
a  sell-addressed.  starHnMope  to:  "WebStones  Contest"  •• 
Entry  Request.  4311  OaHV^L  See  600/LB  1 8.  Dallas 
iV    TX.  75219-2315;  requests  nBjjU  Iry  January  IS, 
1997.  Complete  the  entry  form^Hj|j|jtt  your  story, 
'regarding  your  use  of  a  modem.  twjS|fce  address,  to 
be  postmarked  by  January  31,  1997  an?" pjjved  by 
February  10.  1997.  Be  sure  to  mark  the  '^itoHppe 
"Contest  Entry."  Limit  of  one  entry  per  e-mail  ■'aSt^S 'pr  by 
mail.  Original  entry  form  must  be  used.  II  an  e-hlarWtij  is  • 


selected  as  a  winner,  the  pnze  will  be  awarded  to  the  regis- 
tered e-mail  addressee.  Stones  submitted  via  regular  mail 
must  be  legibly  handprinted  in  ink  or  typewritten  on  an 
8.5"  x  1 1" -piece  ol  paper.  Entries,  via  e-mail  or  regular  • 
mail,  not  satisfying  the  official  rules  will  be  automatically 
disqualified.  All  entries  become  the  sole  property  of  Rockwell 
and  will  not  be  returned. 

WINNERS:  Winners  will  be  determined  on  or  around ' 
February  28. 1997  from  all  eligible  entries  received.  Stories 
will  be  judged  based  on  which  is  the  most  compelling 
human-interest  story  that  best  reflects  how  your  modem  has 
allowed  you  to  connect  and  make  a  difference;  that  is.  how 
you  have  utilized  a  modem.  All  stones  must  be  true.  One 
winner  will  be  selected  in  each  of  four  regions/quadrants  of 
the  U.S.  For  make-up  of  regions,  send  a  self-addressed- 
stamped  envelope  to:  4311  Oak  Lawn  Ave..  Ste  600/LB  18. 
Dallas  TX.  75219-2315.  Be  sure  to  indicate  "Regions''  on  the 
outside  envelope  Entrant's  state  ol  residency  wilt  determine 
the  appropnate  region  for  purposes  of  this  Contest.  Entries 
will  be  evaluated  by  The  Marketing  Continuum,  an  indepen- 
dent judging  organization  All  judging  decisions  are  final  and 
binding  in  all  respects.  Entrants  agree  to  these  rules  and  to 


the  judges'  decisions.  Winners  will  be  notified  by  mail  and 
will  be  required  to  execute  an  Affidavit  of  Eligibility,  liability 
and  Publicity  Release  Form  (where  legal).  Warranty  of 
Originality  and  an  Assignment  of  All  Rights.  If  a  winner  fails 
to  execute  and  return  these  materials  within  the  prescribed 
time,  prize  may  be  deemed  forfeited  at  the  discretion  of 
Rockwell  and  awarded  to  an  alternate  winner.  Winners  are 
responsible  lor  all  taxes.  No  transfer,  substitution,  or  cash  in 
lieu  of  pnzes  is  permitted,  except  at  option  of  sponsor  for 
prize  of  equal  or  greater  value.  Acceptance  of  prize  consti- 
tutes permission  to  the  sponsor  to  use  the  winner's'  name, 
likeness,  and  story  for  purposes  of  advertising  and  trade 
without  further  compensation,  unless  prohibited  by  law. 
Rockwell  is  not  responsible  for  illegible,  incomplete,  lost,  late, 
misdirected  or  postage  due  entries/mail  or  for  phone,  elec- 
tronic, network,  computer,  hardware,  or  software  pgrani 
malfunctions,  failures,  or  difficulties.  AH  ideas,  concepts,  copy- 
righted materials  and  trademarks  contained  in  the  entrant's 
story  are  assigned  to  Rockwell  for  any  and  all  uses,  and 
may  thereafter  be  used  by  Rockwell  without  further  compen- 
sation to  entrant.  All  stones  must  be  original  work  of  the 
entrant  regarding  the  indicated  theme.  In  the  event  the 


Internet  portion  of  the  Contest  is  not  capable  of  being  con- 
ducted as  planned  due  to  computer  virus,  tampering,  or  . 
other  cause.  Rockwell,  in  its  sole  discretion,  reserves  the  right  I 
to  cancel  the  Internet  portion  of  the  Contest  and  award 
prizes  based  on  the  mail-in  entries  only.  By  participating 
and  winning  a  pnze,  winner  releases  Rockwell,  its  affiliates, 
subsidianes.  agencies,  distributors  and  retailers,  and  their 
respective  officers,  directors,  employees  and  agents  from  any 
and  all  liability  with  respect  to  participation  in  the  Contest 
or  acceptance  or  use/misuse  of  the  prize. 

PRIZES  (4):  A  personal  computer  system  including  monitor 
and  a  Rockwell-based  modem,  with  an  approximate  retail 
value  of  $2500.  will  be  awarded  to  each  of  the  four  regional 
winners. 

WINNER'S  LIST:  To  receive  a  list  of  the  winners,  available 
after  March  31, 1997,  send  a  self-addressed  envelope  to: 
"WeUtories''  4311  Oak  lawn  Are.  Ste  600AB  13. 1 
75219-2315.  Be  sure  to  indicate  "Winners"  on  the 
envelope.  Winners'  names  will  also  be  posted  on  1 
RodiweS  web  site  between  March  31, 1997  and 
IW. 


had  no  idea  I  would  save  a  life. 


system  together  myself!  1  pick  components 
with  the  best  performance  and  value. 
Like  rny  modem.  It  has  Rockwell  chips  at 
its  heart.  I  wouldn't  depend  on  anything  % 
less.  1  mean,  you  never  know  when  a 
discussion  about  the  family  tree  just 
might  end  up  keeping 
one  branch  alive." 

Richard  Eastman 

Compuserve®  Genealogy  Forum  founder 
Billerica,  Massachusetts 


When  going  online,  ensure  yourself  the 
highest  quality,  maximum  compatibility, 
latest  technology,  and  best  value.  Look 
for  the  Connect  with  Rockwell  label  on 
your  next  modem,  or  ask  your  retailer. 


tSmtm  with  I 

'1*  Rockwell 


Because 

Communication 

Matters" 


Why  more 

t MODEMS  HAVE 

Rockwell 

their  heart: 

Rockwell  chipsets  are  found 
in  over  two-thirds  of  the 
world's  modems.  With  good 
reason.  Rockwell  built  its  first 
modems  more  than  forty 
years  ago,  and  has  been  an 
innovative  leader  in  modem 
technology  ever  since.  From 
the  first  standard  chipset  to 
transmit  4800  baud  to  the 
coming  56  Kbps  technology, 
Rockwell  leads  the  way.  In 
data,  fax,  &  voice  communi- 
cations technology. 


HISTORY      &  POLITICS 

SIMON 

HOT-WIRED  HISTORY...  UN  PLUGGED 

SCHAMA 


Never  confuse  history  with  nostalgia.  In  its  Greek 
origins,  historia  meant  inquiry,  and  from  Thucydides 
onward,  the  past  has  been  studied  to  understand 
its  connections  with  the  present.  For  all  the  elabo- 
rateness of  modern  scholarship,  we  still  do  what 
the  Greeks  and  Romans  did:  figure  out  how  we  got  from 
there  to  here.  Electronic  technology  is  only  the  latest  (and 
most  potent)  tool  in  that  work.  With  the  arrival  of  the  digi- 
tized archive,  or  the  historical  hypertext,  manipulating  alter- 
native eventualities,  the  record  of  the  past  faces  a  brave 
new  future. 

Traditionally,  historians  have  come  in  two  basic  models: 
the  hang  glider  and  the  truffle  hunter,  and  both  can  be  helped 
out  by  electronic  technology.  Truffle  hunters  are  excavators, 
resolute  at  extracting  some  small  savory  gobbet  of  truth  from 
an  improbably  hidden  source,  but  so  committed  to  going  from 
hole  to  hole  that  they  miss  the  broad  landscape  in  between. 
Hang  gliders,  by  contrast,  bob  about  on  breezy  thermals  of 
generalization,  taking  in  the  lay  of  the  land,  but  never  actu- 
ally descending  to  inspect  its  gritty  details.  But  with  the  com- 
puter's help,  the  truffle  hunter's  horizons  can  be  broadened 
and  the  hang  glider's  focus  sharpened.  Digitized  archival 
data — for  example,  letters,  diaries,  tax  or  census  statistics,  and 
increasingly,  visual  evidence  from  illuminated  manuscripts  to 
prints,  posters,  and  photographs — can  all  be  downloaded  and 
scanned  for  flagged  items  of  special  interest.  The  dedicated 
historian  of  the  North  American  widget,  for  example,  could, 
at  a  click  (or  squeak)  of  a  mouse,  compare  its  invention,  busi- 
ness history,  and  cultural  significance  with  its  counterpart  in, 
say,  Chinese  history  or  its  prototype  in  Moorish  Islam. 

Other  giddy  prospects  suggest  themselves.  Who  needs 
scholarly  publications  in  print  and  paper,  when  devoted 
subscribers  to  the  Journal  of  Widget  History,  as  few  in  number 
as  they  are  passionate  in  vocation,  can  have  them  made  avail- 
able electronically,  thus  releasing  desperately  needed  shelf  space 
in  crowded  libraries?  And  with  the  possibility  of  lectures  and 
seminars  being  opened  electronically  to  all  (who  have  paid  their 
professional  dues),  annual  conventions  of  historians  can  revert 
to  their  essential,  honest-to-goodness  function  as  guild  gath- 
erings, assembled  for  feasting,  gossip,  and  hiring  inspections. 

Liberated  from  these  chores,  the  historian  can  resume  his 
role  as  Grand  Arbiter  between  what  has  been  and  what  is  to  be. 
The  inexhaustible  electronic  serf  will  nail  down  the  database 
wherever  it  may  be  hiding,  rummage  through  its  content,  flag 
the  significant  item,  and  produce  for  the  analytical  scrutiny 


of  his  mistress  discrete  threads  of  the  past,  expertly  scissored 
away  from  the  endless  ribbon  of  the  time  continuum. 

So  what  should  we  fear?  What  is  there  to  lose?  Nothing  but 
our  imagination.  The  trouble  is,  though,  that  history  with- 
out imagination  is  just  so  much  data  processing  of  the  dead. 

For  all  the  things  that  the  computer  does  brilliantly — the 
searching,  sifting,  flagging,  storing — constitute  the  beginning, 
not  the  end,  of  historical  wisdom.  It  gets  the  historian  to  the 
starting  line  of  his  real  job:  the  resurrection  of  a  vanished  past; 
its  reconstitution  into  something  as  real,  as  vivid,  and  as  im- 
portant as  the  fleeting  present.  And  for  the  tricky,  invaluable 
business,  the  electronic  archive  is  still  a  weak  collaborator,  for 
it  lacks  all  the  properties  that  trigger  the  historian's  precious 
intuition  of  recall:  the  smell,  the  feel,  the  instinct  of  the  past. 
Bulldozing  broad,  straight  highways  through  the  chaotic 
tangle  of  the  past  carries  with  it  the  peril  of  losing  its  messy 
authenticity;  of  obliterating  the  accidental  nature  of  so  many 
fateful  turns  in  history.  Had  Archduke  Francis  Ferdinand's 
chauffeur  not  gotten  lost  in  the  streets  of  Sarajevo...  had  Pres- 
ident Lincoln  not  been  fond  of  theater  ...without  a  keen  sense 
of  these  tragic  pratfalls  with  which  the  past  is  littered,  the 
historian  threatens  to  turn  into  the  most  overdetermined 
political  scientist,  addicted  to  an  unrealistically  net  relation- 
ship between  cause  and  effect. 

its  most  prosaic,  history  is  supposed  to  tell  us  how 
to  avoid  the  next  calamity— recession,  revolution,  war. 
It  has  never  done  this  well,  and  there  is  absolutely 
Mgj^k  no  reason  to  suppose  that  electronically  enhanced 
m  history  will  do  the  job  any  better.  But  the  true  value 
of  history  should  be  seen  in  a  different  way:  as  a  meditation 
in  time  that  better  helps  us  to  understand  the  nature  of  human 
behavior.  This  makes  history's  true  neighbor,  not  economics 
or  politics,  but  poetry  and  philosophy.  And  it  cannot  work 
as  it  should  (and  cannot  tell  the  vivid  stories  it  must)  unless  it 
truly  inhabits  an  archive  where  we  can  touch  the  ink  and  the 
sealing  wax;  smell  the  must  and  the  dust;  and  sense  our  dim 
kinship  with  the  long  lost.  Only  this  direct,  physical  expo- 
sure to  the  fragile  relics  of  vanished  worlds  has  the  power  to 
summon  the  ghosts  and  make  them  substantial  and  eloquent. 
So  while  you  can  wire  Clio  till  she's  red-hot  and  cybercool,  if 
you  make  her  virtual,  the  lady  crashes.  ■ 

Simon  Schama  is  Old  Dominion  Foundation  Professor  of  Humanities  at  Colum- 
bia University.  He  is  the  author  of  Citizens  and  Dead  Certainties,  and  is  an  art 
critii  for  The  New  Yorker. 


Illustration  by  Alex  Murawski 
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ICIO  Color 


L  The  Future  Of  Digital  Imaging 

^  Welcome  to  the  Aficio  Color  series.  From  Ricoh.  Vibrant  color 
that  delivers  eye-catching  presentations.  Connectable  color  copiers 
that  turn  the  world's  smallest  toner  particles  into  the  world's  finest 
colors.  Digital  brainpower  that  offers  a  whole  new  array  of  image-manipula 
tion  and  document-handling  options.  Effortless.  Reliable.  Digital.  And  affordable. 
Come  see  the  Aficio  Color  series  from  Ricoh.  See  what  we  can't  show  you  here.  A  real 
Aficio  color  copy.  Call  1  800  63  RICOH.  Or  online  at  http://www.ricoh.com 

19%  Rjcoh  Corporation 


RICOH 


HISTORY     &  POLITICS 


MICHAEL 

OVERCOMING  THE  FEAR  OF  CHANGE 

JENSEN 


TIhe  technological  and  political  changes  buffeting 
the  world  are  generating  major  industrial  change 
paralleling  that  of  the  industrial  revolutions  in  the  eigh- 
teenth and  nineteenth  centuries.  This  third  industrial 
revolution,  like  the  two  preceding  it,  promises  dramat- 
ic increases  in  living  standards.  It  also  promises  worldwide 
freedom  and  declining  worldwide  inequality  of  wealth. 

Not  everyone  agrees  with 
these  words.  The  fear  and 
resistance  to  change  is  real, 
palpable,  and  spreading.  It  is 
painful  for  the  people  who 
are  involved.  Those  unlucky 
ones  who  have  been  "down- 
sized" out  of  a  job  do  not 
feel  like  a  "freed-up  re- 
source." They  feel  the  pain 
of  uncertainty,  failure,  and 
the  lower  wages  they  are 
likely  to  find  (at  least  ini- 
tially) with  a  new  employ- 
er. Even  the  employed  ex- 
perience uncertainty  and 
fear  over  possible  future  lay- 
offs and  changes  in  the  na- 
ture of  their  jobs. 

Unfortunately,  the  com- 
mon human  response  to 
avoiding  this  pain  makes  it 
worse,  not  better.  Our  chal- 
lenge as  a  society — and  as 
individuals — is  to  confront 
the  pain  of  change  head-on 
so  we  can  reap  the  rewards 
that  will  come  from  it. 

Does  America  have  the  stomach  for  this?  I  worry.  Witness 
our  blaming  the  pain  and  suffering  from  downsizing  on  greedy 
corporate  executives.  This  is  not  new.  In  both  the  first  and 
second  industrial  revolutions,  the  demand  for  protection  from 
the  forces  of  change — and  the  search  for  scapegoats — was  also 
intense.  Western  nations  one  day  could  face  the  modern 
equivalent  of  the  English  Luddites  who  destroyed  knitting 
frames  in  early  nineteenth-century  England.  In  the  late  nine- 
teenth century,  "industrial  armies" — gangs  of  disaffected  men 
consisting  of  the  unemployed,  vagrants,  and  some  criminals — 


roamed  the  United  States  demanding  relief  from  "the  evils 
of  murderous  competition;  the  supplanting  of  manual  labor 
by  machinery;  the  excessive  Mongolian  and  Pauper  immi- 
gration; the  curse  of  alien  landlordism...."  That  modern  Lud- 
dite,  the  Unabomber,  predicts  in  his  manifesto  that  "[t]he  in- 
dustrial-technological system  [will  pass]  through  a  long  and 
very  painful  period  of  adjustment. ..permanently  reducing 

human  beings. ..to. ..mere 
cogs  in  the  social  machine  ... 
depriving  people  of  dignity 
and  autonomy." 

The  idea  that  we  can 
somehow  return  safely  to 
the  "secure"  days  of  our 
economic  past  is  misdirected. 
Accepting  the  social  desir- 
ability of  downsizing  to  reap 
the  benefits  of  improved 
technology  and  of  interna- 
tional specialization  and  trade 
is  a  necessary  first  step  to- 
ward confronting  the  private 
and  highly  visible  (but  transi- 
tory) pain  that  downsizing 
inflicts.  By  doing  so,  we  can 
help  move  these  "freed-up" 
resources  back  to  productive 
work.  If  we  do  not,  we  halt 
the  transfer  and  we  continue 
the  waste. 

But  isn't  there  a  third 
way?  If  so,  I  am  unable  to 
locate  it.  Consider  Europe, 
where  it  is  difficult  and  ex- 
pensive to  lay  off  employees. 
There  is  a  complex  web  of  programs  implementing  a  so-called 
social  contract  involving  unemployment  programs,  minimum 
wages,  medical  care,  pensions,  etc.,  to  protect  people  from 
contractions,  uncertainty,  unemployment,  and  adverse  events. 
The  result  is  extremely  expensive  labor  and  an  attitude  on  the 
part  of  employers  to  avoid  hiring  people  they  may  never  be 
able  to  let  go.  Coupled  with  provisions  that  limit  competition 
and  trade,  the  result  has  been  a  stagnant  economy  with  no  net 
creation  of  jobs  in  the  last  twenty  years. 

On  the  other  hand,  in  the  United  States,  where  despite  ►  71 
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KAKUMEI,  NOT  REVOLUTION,  IS  THE  CHALLENGE 

EISENACH 


Economist  Joseph  Schumpeter  is  famous  for  describ- 
ing capitalism  as  a  process  of  "creative  destruction." 
The  progress  brought  about  by  competition,  he  taught 
us,  requires  the  destruction  of  the  old  as  well  as  the 
creation  of  the  new. 
The  early  decades  of  the  digital  age  have  been  about  de- 
struction. The  seemingly  indestructible  pillars  of  the  industrial 
world — its  ideas  as  well  as 
its  great  institutions — have 
crumbled  before  the  forces  of 
the  digital  "revolution." 

The  coming  decades  will 
be  about  the  other,  happier 
half  of  Schumpeter's  equa- 
tion. The  future  of  the  digi- 
tal age  will  be  about  the 
creation  of  a  new  "digital" 
civilization  grounded  in  a 
new  set  of  realities. 

The  task  of  creating  a 
new  civilization  may  be  ex- 
citing, but  it  will  not  be  easy. 
It  requires,  first,  that  we  rec- 
ognize creation,  not  de- 
struction, as  the  order  of  the 
day.  Second,  it  demands  that 
we  come  to  grips  with  the 
nature  and  magnitude  of  the 
change.  Third,  it  calls  upon 
everyone,  especially  the  lead- 
ers among  us,  to  muster  the 
will  needed  to  create  a  new 
civilization. 

We  might  begin  by  wip- 
ing the  word  revolution  out 
of  our  collective  vocabulary  and  replacing  it  with  a  Japanese 
concept:  kakumei. 

The  thesaurus  on  my  laptop  offers  eight  synonyms  for  the 
word  revolution,  and  all  of  them  have  connotations  of  de- 
struction. From  anarchy  to  overthrow,  mutiny  to  rebellion, 
these  words  evoke  images  of  violence  and  pain.  Such  de- 
scriptions of  the  digital  future  are  not  only  inapt,  they  are 
frightening.  They  exacerbate  the  very  natural  fears  people  feel 
when  facing  dramatic  change. 

Two  recent  applications  of  the  word  revolution  help  make 


the  point.  In  their  1968  hit  "Revolution,"  the  Beatles  offered 
reassurance.  "When  you  talk  about  destruction,  don't  you 
know  that  you  can  count  me  out,"  they  crooned  comfort- 
ingly. The  song  topped  the  charts  for  months,  and  the  Beat- 
les remain  the  most  popular  rock  group  of  all  time.  In  1995, 
congressional  Republicans  tendered  no  such  comfort,  putting 
forward  a  "revolution"  seemingly  more  focused  on  tearing 

down  the  "welfare  state" 


than  on  putting  anything 
useful  in  its  place.  Their  pop- 
ularity ratings  suffered  ac- 
cordingly, and  their  place  in 
history  is  unclear. 

We  need  a  more  con- 
structive concept  to  describe 
where  we  are  going,  and  the 
Japanese  language  offers  one. 
In  the  kanji  character  set, 
revolution  translates  as  two 
characters:  kaku,  meaning 
"renewing,"  and  mei,  mean- 
ing "rules  and  order." 

Kakumei,  therefore,  means 
renewing  rules  and  order — a 
more  comforting  concept,  to 
be  sure,  than  "revolution," 
and  it's  also  more  accurate. 
Kakumei,  not  revolution,  is 
the  first  challenge  of  the 
digital  age. 

The  second  challenge  we 
face  is  to  understand  the  na- 
ture and  magnitude  of  the 
change.  We  are  literally,  as 
Alvin  and  Heidi  Toffler  put 
it  in  the  title  of  their  1994  Progress  &  Freedom  Foundation 
book,  creating  a  new  civilization. 

A  civilization  is  a  set  of  rules,  processes,  and  institutions 
that  define  how  we  see  the  world,  how  we  behave  as  individ- 
uals, and  how  we  interact  with  one  another.  Think  about  the 
concept  of  industrial  civilization.  It  was,  first  of  all,  governed 
by  a  set  of  rules  largely  developed  during  the  Enlightenment — 
the  rules  of  men  like  Isaac  Newton  and  Charles  Darwin,  Rene 
Descartes  and  Adam  Smith.  These  rules  told  us  how  to  see 
the  world.  ►60 
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59 It  was  defined  by 
the  process  notions  of  the 
Progressive  Era,  from  Max 
Weber's  "bureaucracy"  to  Frederick  Taylor's  "one  best  way." 
Their  ideas  about  process  told  us  how  things  work,  and  hence 
what  to  do. 

Out  of  these  rules  and  processes,  we  created  institutions — 
the  means  of  getting  things  done.  In  the  Industrial  Age,  those 
institutions  had — as  the  Tofflers  explain — five  characteristics: 

1.  Standardization.  Industrial  institutions  not  only  produced 
standardized  goods  (the  Model  T  and  the  B-17),  they  de- 
manded standardized  people  (consider,  The  Man  in  the  Gray 
Flannel  Suit). 

2.  Synchronization.  Industrial  in- 
stitutions required  everyone  to  be 
at  the  same  place  at  the  same  time. 

3.  Specialization.  Out  of  the 
Cartesian  idea  that  any  problem 
could  be  solved  by  breaking  it 
into  its  component  parts,  spe- 
cialization gave  us  institutions  in 
which,  for  example,  plumbers 
were  not  allowed  to  change  light- 
bulbs  and  electricians  could  not 
tighten  faucets. 

4.  Centralization.  Taylor's  con- 
cept of  "one  best  way,"  combined  with  the  high  cost  of  in- 
formation and  communication,  gave  us  hierarchical  bureau- 
cracies dedicated  to  controlling  things  from  the  top. 

5.  Massification.  Economies  of  scale  were  inherent  in  In- 
dustrial Age  technology,  and  successful  institutions  were 
almost  by  definition  big  ones.  Big  business,  big  labor,  big 
government — big  was  better. 

When  we  talk  about  "creating  a  new  civilization,"  we  are 
talking  about  replacing  all  of  the  above — the  rules  that  tell 
us  how  to  see  the  world,  our  ideas  about  process  and  how 
things  work,  and  the  institutions  we  create  to  get  things  done. 

Do  I  overstate  the  case?  Is  the  change  before  us  really  this 
profound,  the  challenge  really  this  huge? 

Consider  first  the  rules  of  the  digital  age.  The  idea  that 
knowledge  has  replaced  land  and  labor  as  the  most  important 
factor  of  production — "the  only  meaningful  resource  today," 
according  to  Peter  Drucker — means  replacing  the  economics 
of  Adam  Smith  with  the  new  science  of  Paul  Romer.  The  idea 
that  all  things  are  interconnected  (i.e.,  the  rise  of  complexity 
theory)  means  that  the  views  of  Stuart  Kauffman  and  Michael 
Rothschild  will  replace  those  of  Charles  Darwin  and  Rene 
Descartes.  And  Einstein  and  Hawking,  of  course,  have  long 
since  replaced  Newton.  From  economy  and  biology  to  phi- 
losophy and  physics,  the  digital  age  follows  a  different  set  of 
rules  from  those  of  the  Industrial  Age.  We  see  the  world 
through  a  different  lens. 

Our  ideas  about  process  have  changed  no  less  profoundly. 
From  Frederick  Taylor's  "one  best  way"  and  Alfred  Sloan's  ver- 
tical organization  charts,  we  have  moved  to  Peter  Senge's  "fifth 
discipline"  and  W.  Edwards  Deming's  horizontal  flow  charts. 
The  ways  we  "get  things  done"  in  the  1990s  bear  almost  no  re- 
semblance to  the  practices  of  the  1930s  or  even  the  1960s. 


From  economy  and 
biology  to  philosophy  and 

physics,  the  digital 
age  follows  a  different  set 
of  rules  from  those 
of  the  Industrial  Age. 

-Jeffrey  Eisenach 


As  for  our  institutions,  every  one  of  the  five  characteris- 
tics the  Tofflers  identify  is  being  turned  on  its  head.  Cus- 
tomization is  replacing  standardization.  Just-in-time  produc- 
tion is  replacing  synchronization.  Holism  and  integration  are 
replacing  specialization.  Empowerment  and  telecommuting 
are  replacing  centralization.  And  "small  is  beautiful"  is  re- 
placing "big  is  better."  The  notion  that  we  are  creating  a  new 
civilization  is  neither  hyperbolic  nor  romantic.  It  is  a  fact. 

Which  brings  us  to  the  third  challenge  we  face:  finding  the 
will  to  do  it.  Civilizations  do  not  arise  spontaneously  or 
automatically.  They  are  not  predestined  or  inevitable.  Civi- 
lizations are  the  creations  of  human  beings,  and  human  beings 

can  choose  to  do  good,  to  do  evil, 
or  to  do  nothing.  As  Edmund 
Burke  said,  "The  only  thing  nec- 
essary for  the  triumph  of  evil  is 
for  good  men  to  do  nothing." 

Industrial  civilization  was  a 
conscious  creation.  If  you  doubt 
this,  consider  the  following  quo- 
tation from  Arthur  Schlesinger's 
epic  history  of  the  New  Deal: 
"The  tenets  of  the  First  New  Deal 
were  that  the  technological  revo- 
lution had  rendered  bigness 
inevitable;  that  competition  could 
no  longer  be  relied  on  to  protect  social  interests;  that  large  units 
were  an  opportunity  to  be  seized  rather  than  a  danger  to  be 
fought;  and  that  the  formula  for  stability  in  the  new  society 
must  be  combination  and  cooperation  under  enlarged  federal 
authority."  Clear  principles,  a  simple  plan,  the  plan  carried 
out. ..conscious  creation. 

The  creators  of  the  Industrial  Age  were  explicit  about  their 
goals  as  well  as  their  means.  Consider  what  they  accomplished 
at  the  1939-40  World's  Fair  in  New  York  City.  As  David  Gel- 
ernter  argues  in  his  wonderful  book,  1939:  The  Lost  World 
of  the  Fair,  they  knew  what  they  were  about.  Their  exhibits 
described  a  vision  of  what  society  could  be  if  its  members 
would  follow  the  rules,  observe  the  processes,  and  create  the 
institutions  of  the  Industrial  Age.  The  creators  of  the  fair  built 
a  place  where  everyone  could  come  to  see  and  experience  that 
new  society.  In  so  doing  they  motivated  a  generation  to  par- 
ticipate in  an  act  of  conscious  creation. 

This  brings  us  to  the  most  daunting  challenge  we  face — 
the  challenge  that  will  determine  whether  we  are  successful  in 
the  task  of  implementing  digital  kakumei:  summoning  up  the 
will  to  do  it.  Our  Industrial  Age  forebears  succeeded.  They 
built  General  Motors  and  IBM,  NATO,  and  NASA.  They  in- 
vaded Normandy,  tore  down  the  Berlin  Wall,  and  sent  a  man 
to  the  moon.  The  visionaries  of  the  1939  World's  Fair 
promised  interstate  highways,  jet  airplanes,  and  television 
sets — and  they  delivered. 

What  promises  will  we  make?  How  will  we  fulfill  them? 
What  will  we  create?  The  answers  to  these  questions  will 
define  the  next  stage  of  the  digital  age.  ■ 

Jeffrey  A.  Eisenach  is  president  and  cofounder  of  The  Progress  &  Freedom 
Foundation  and  serves  on  the  faculty  of  Harvard's  John  F.  Kennedy  School  of 
Government.  He  was  once  a  senior  economist  at  the  Federal  Trade  Commission. 
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^       aily  in  October,  an  awards 
ceremony  takes  place  in  Los  Angeles. 
The  recipients  are  some  of  the  most 
important  players  in  the  Southern 
California  economy,  but  they  are  not 
from  the  city's  celebrated  studios. 
Instead,  these  stars  —  dubbed  the 
"Fast  50"  —  come  from  the  area's 
burgeoning  technology  sector. 
The  brainchild  of  the  Economic 
Development  Corporation  of  Los 
Angeles  County  (LAEDC)  and  the 
Los  Angeles  RegionalTechnology 
Alliance  (LARTA),  the  award  was 
given  this  year  to  such  companies  as: 

•Voice  Powered  Technology 
International,  a  Sherman  Oaks  firm 
that  makes  portable  voice  recogni- 
tion systems.  Its  five-year  growth 
rate  is  22,200%; 

•  Staar  Surgical,  a  Monrovia  company 
that  makes  foldable  intraocular 
lenses  to  restore  vision  after 
cataract  surgery.  Five-year  growth 
rate:  717%; 

•  Software  Dynamics,  a  Chatsworth 
firm  at  the  leading  edge  of  branch 
automation  systems  for  financial 
institutions.  Five-year  growth 
rate:  192%. 

The  emergence  of  such  firms  as  a 
new  basis  for  L.A.'s  economy  has 
taken  many  observers  by  surprise. 
After  all,  in  recent  years  the 
Southland  — the  region  including  Los 
Angeles,  Orange,  Ventura,  Riverside 
and  San  Bernardino  counties  —  has 
become  almost  as  well  known  for  its 
disasters  —  earthquakes,  riots  and 
fires  —  as  it  has  for  its  charmed  past 
of  neon-lit  movie  houses  and  tropical 
palm  trees.  Yet  to  many  in  the  L.A. 
business  community,  the  awards 
are  merely  one  more  sign  that  ever- 
changing  Los  Angeles  has  once  again 
transformed  itself. This  time  it  has 
become  the  capital  of  the  future. 


Mike  R.  Bowlin, 
Chairman  &  CEO, 
ARCO 


ARCO  is  the  seventh-largest  oil  and 
chemical  company  in  the  U.S.,  with 
revenues  of  $18  billion  and  assets  of 
nearly  $25  billion.  ARCO  traces  its 
origins  to  the  1865  founding  of  the 
Atlantic  Petroleum  Storage  Company 
in  Philadelphia.  Following  its  1966 
merger  with  Richfield  Oil  Company 
of  Los  Angeles  and  its  discovery  of 
the  Prudhoe  Bay  oil  field  on  Alaska's 
North  Slope  in  1968,  ARCO  rapidly 
became  the  premier  gasoline  retailer 
in  its  five-state  marketing  area: 
California,  Nevada,  Oregon, 
Washington  and  Arizona. 

ARCO  also  markets  natural  gas, 
coal,  diesel,  jet  fuel  and  industrial 
coke,  and  has  interests  in  two  petro- 
chemical companies  and  a  large 
chain  of  convenience  stores.  Its 
Black  Thunder  mine  in  Wyoming's 
Powder  River  Basin,  the  world's 
largest  coal  producer,  produces  a  ton 
of  coal  per  second.  ARCO  produces 
natural  gas  in  the  U.K.  North  Sea, 
oil  and  gas  in  Indonesia,  and  is  oper- 
ator and  partner  in  a  South  China 
Sea  natural  gas  field.  The  company 
is  aggressively  courting  opportunities 
in  the  oil,  gas,  power  and  petrochem- 
ical industries  throughout  the  Asia 
Pacific  region. 


ARCOO 

For  more  information  about  ARCO,  contact 
Suana  Skogstrom  at  213-486-3463. 


The  biggest  change  in  the  Greater 
L.A.  economy  turns  on  two  interrelated 
trends:  the  growth  of  Los  Angeles  as  a 
trade  and  technology  capital  and  the 
transformation  of  the  once-dominant 
defense  industry. Today,  the  Southland 
is  not  only  replacing  jobs  lost  in  the 
1992  recession,  but  it  has  gone  on 
to  create  thousands  of  new  jobs. 
Consider,  for  example,  that  the 
Southland  is  now  home  to  19,000 
technology-based  businesses,  and 
that  in  1993  the  top  ten  such  firms 
grossed  combined  revenues  exceeding 
$51  billion. 

Consider,  also,  the  highly 
educated  and  experienced  workforce 
that  made  this  boom  possible.  The 
Southland  has  more  than  200,000  engi- 
neers and  natural  scientists  toiling  in 
every  nook  and  cranny  of  its  economy. 
The  region  employs  more  than  790,000 
individuals  in  precision  manufactur- 
ing, with  L.A.  County  alone  ranking  as 
the  nation's  largest  manufacturing 
center. 

This  boom  in  technology  and  man- 
ufacturing has  been  amplified  by  the 
Southland's  record  in  world  trade. 
Through  its  two  ports  and  its  famed 
Los  Angeles  International  Airport 
flows  more  two-way  trade  than  any- 
where else  in  the  nation  —  a  total  of 
$164  billion  in  goods  in  1995. That 
same  period  saw  world  trade  generate 
86,000  new  jobs,  many  of  which  were 
in  the  very  technology  industries 
celebrated  by  the  Fast  50.  As  Rohit 
Shukla,  executive  director  of  the  Los 
Angeles  RegionalTechnology  Alliance 
observes,  "Technology  trades  well. 
L.A.  is  the  new  mecca  for  technology, 
a  creative  nexus  attracting  the  best 
and  the  brightest  in  the  world.  And 
this  creative  genius  finds  its  best 
expression  in  the  global  marketplace." 

Also  key  to  its  success  in  world 
trade  is  the  Southland's  diverse  popu- 
lation. "The  connection  between  the 
West  and  the  Far  East  is  a  growing 
and  important  aspect  of  our  immigrant 
population,"  says  Shukla.  "Their 
growth  and  the  growth  of  the  trade 
economy  is  directly  tied  to  their  Old 
World  contacts." 

While  the  Southland's  overall 
characteristics  have  served  it  well  in 
making  the  transition  to  a  technology- 
based  economy,  so  have  the  efforts  of 
a  unique  public-private  partnership 
led  by  the  Los  Angeles  Regional 
Technology  Alliance  (LARTA)  and 
the  Economic  Development 
Corporation  of  Los  Angeles  County 
(LAEDC). Through  advocacy,  research 


and  information  dissemination,  the 
offices  of  these  two  entities  have 
quietly  forged  the  region's  premier 
business  assistance  network  (RBAN), 
partnering  with  local  enterprises  in  a 
wide  variety  of  projects  and  forums. 

Matt  Walton,  the  executive  vice 
president  of  Illusion  Inc.,  knows 
LARTA's  benefits  well.  In  1994  the 
entrepreneur  was  in  the  process  of 
transforming  his  tiny  virtual  reality 
company,  which  developed  much  of  its 
research  doing  work  for  government 
military  programs,  into  a  new-style, 
entertainment-technology  firm,  "the 
military-entertainment  complex,"  as 
Walton  likes  to  joke. The  firm  had 
already  turned  its  experience  with  the 
Army's  battlefield  SIMNET  program 
into  a  $10  million  deal  with  a  Las 
Vegas  hotel  to  develop  virtual  Indy 
race  cars.  ButWalton  suspected  that 
there  were  other  applications  as  well. 
Specifically,  Walton  noted  the  huge 
possibilities  in  linking  his  technology 
with  the  county's  emergency  manage- 
ment department.  "We  realized  we 
could  help  solve  one  of  the  biggest 
problems  in  emergency  management 
—  the  fact  that  there  is  no  common 
protocol  for  the  various  systems.  So 
LARTA  hooked  us  up  with  the  Los 
Angeles  County  Emergency 
Management  Agency.  LARTA  got  us 
into  the  discussion.  Because,  for  a 
small  company,  there  was  no  way  we 
could  have  gotten  into  that  discussion 
without  their  help." 

Sometimes  LARTA  acts  as  a  con- 
duit for  seed  money  designed  to  aid 
entrepreneurial  transformations.  Dr. 
Christie  Montgomery,  the  founder  of 
Language  Systems  Inc.,  was  having 
difficulty  getting  funding  to  turn  her 
group  of  language  and  code  experts  — 
who  previously  analyzed  blocks  of 
text  for  the  military  —  into  producers 
of  field  communications  devices  and 
translators  for  civilian  purposes. 

Enter  Shukla  and  LARTA,  which 
administers  a  California  State  pro- 
gram that  funds  defense  conversion 
projects.  "The  $250,000  we  got  from 
LARTA  is  enabling  us  to  go  on  and 
win. matching  funds  from  other 
sources,"  Montgomery  says. 
"Basically,  we  were  just  a  bunch  of 
Ph.D.s  —  we  already  had  the  univer- 
sity contacts.  We  needed  help  in 
'productizing'  something,  and  LARTA 
has  helped  put  us  in  that  web  of 
contacts  that  allows  us  to  do  that." 

With  the  surprising  growth  of  the 
nation's  new  multimedia  industry  — 
involving  everything  from  CD-ROMs 
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William  C.  Cacciatore, 

President,  CEO  &  Chairman 
of  the  Board, 

Richey  Electronics 


Richey  Electronics  specializes  in  the 
distribution  of  interconnect,  electro- 
mechanical and  passive  electronic 
components  and  related  value-added 
services. 

For  Richey,  1996  will  be  another 
record  year.  During  the  year,  we 
integrated  our  two  most  recent 
acquisitions,  Deanco,  Inc.  and  MS 
Electronics,  with  Richey  Electronics. 
These  acquisitions  helped  rank 
Richey  as  the  18th-largest  electronic- 
component  distributor  in  the  U.S. 
and  the  fifth-largest  in  the  markets 
it  serves. 

In  1996,  our  growth  strategy  acceler- 
ated, and  we  expect  to  continue  on 
this  fast  track  into  the  21st  century. 
Richey  also  has  grown  from  a  multi- 
regional  focus  to  a  strong  national 
distribution  company.  Most  of  the 
95  manufacturers  whom  we  repre- 
sent have  awarded  us  national  rights 
to  distribute  their  products,  and  we 
expect  universal  national  franchising 
by  year-end. 

In  1997,  we  see  consolidation  of  the 
distribution  industry  continuing  at  a 
rapid  pace.  We  believe  Richey  is 
well-positioned  to  continue  as  one  of 
the  fastest-growing  electronic  com- 
;    ponent  distributors  in  the  nation. 


Richey 

ELECTRONICS 

For  more  information  about  Richey 
Electronics,  contact  Richard  Berger 
at  800-898-8250. 


to  computer  animation  to  Internet 
Web  sites  —  have  come  even  more 
new  opportunities  for  Southland 
businesses.  In  fact,  according  to  the 
most  recent  statistics,  L.A.  already 
far  outranks  other  locales  in  this 
thriving  new  sector.  A  recent  study  by 
the  Bay  Area  Economic  Forum,  for 
example,  ranked  L.A.,  with  multimedia 
employment  at  133,000,  as  the  nation's 
leader  in  the  industry  —  more  than 
double  number-two  New  York's  total  of 
60,000.  With  more  than  4,200  firms  in 
the  area  engaged  in  multimedia 
products  and  services,  the  sector's 
employment  growth  rate  weighed  in  at 
a  remarkable  14%  in  1995. 

The  business  of  Hollywood, 
computers  and  software  increasingly 
comes  as  part  of  the  same  package. 
Witness  that  software  leader  Silicon 
Graphics,  from  Silicon  Valley,  was 
chosen  to  build  a  new,  multimillion 
dollar  digital  studio  for  Dreamworks 
SKG,  L.A.'s  first  new  studio  in  50 
years. 

And  the  future?  It  is  being 
hatched,  quietly  but  resolutely,  in 
Southland  universities. The  University 
of  Southern  California,  for  example, 
recently  won  a  competition  to  become 
the  country's  first  national  engineer- 
ing research  center  for  multimedia. 
USC's  Integrated  Media  Systems 
Center  will  nurture  45  graduate  stu- 
dents and  80  undergraduates  in  the 
experimental  arts  of  what  may  well 
become  the  Southland's  21st  century 
economy. 

Already,  USC  researchers  are 
developing  such  things  as  augmented 
reality  systems,  which  allow  manufac- 
turing workers  to  "see,"  via  special 
glasses,  the  blueprints  for,  say,  an 
airline  fuselage  while  working  on  it. 
They  are  experimenting  with  so-called 
smart  cameras  that  can  recognize 
facial  expressions,  for  use  in  security 
systems;  and  they  are  finding  ways 
to  create  big  screen  images  without 
the  expense  of  pasting  them  together 
by  hand. 

"Our  vision  is  to  make  Southern 
California  the  Multimedia  Valley  the 
way  Stanford  gave  rise  to  the  Silicon 
Valley,"  says  Chrysotomos  Nikias, 
director  of  the  USC  center.  "And 
we're  really  positioned  for  that." 

And  so,  more  than  ever,  Los 
Angeles  is  the  capital  of  the  future. 

Greg  Critser  is  a  Los  Angeles-based 
freelance  writer. 


Donald  K.  Skinner, 
Chairman  &  CEO, 
Eltron  International,  Inc. 


Eltron  International,  Inc.  (Nasdaq 
NM:ELTN)  is  a  leading  manufac- 
turer of  thermal  label  and  plastic  card 
printers,  smart  card  printing  systems, 
verifiers,  software,  labels  and  related 
accessories  used  worldwide  by  the 
financial  services,  health  care,  manu- 
facturing, package  delivery,  retail  and 
security  industries. 

Through  price-performance  leader- 
ship, Eltron  has  become  one  of  the 
leading  and  fastest-growing  manu- 
facturers of  thermal  bar-code  print- 
ers. The  company  achieves  low-cost 
manufacturing  through  high-volume 
component  purchasing,  innovative 
engineering  and  designing  products 
for  manufacture.  Additionally, 
Eltron  is  know  for  its  aggressive 
design  cycles  of  nine  months  on 
average,  roughly  one  half  the  indus- 
try average. 

Founded  in  1991,  Eltron  has  corpo- 
rate headquarters  in  Simi  Valley, 
California  and  additional  facilities 
throughout  the  U.S.,  Europe  and  the 
Far  East.  The  Company  sells  its 
products  through  value-added 
resellers,  distributors  (primarily  in 
Europe),  under  OEM  agreements, 
and  directly  to  key  accounts. 


Eltron 


For  more  information  about  ELTRON 
International,  contact  Linda  Broderick 
at  805-579-1800. 
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A  RADICALLY  DIFFERENT  WORLD 
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TlHERE  EXISTS  A  LONG-STANDING  FICTION  that  tools  and 
technologies  have  no  inherent  value  built  into  them, 
but  only  reflect  the  values  of  the  people  who  use  them. 
In  fact,  that's  never  been  the  case.  There  has  never  been 
a  neutral  technology.  All  technologies  are  power.  A  lance 
gives  us  more  projectile  power  than  our  throwing  arm.  An 
automobile  gives  us  more  locomotive  power  than  our  legs 
and  feet.  The  Internet  provides  us  with  more  communication 
power  than  is  possible  through  face-to-face  interaction. 

Every  tool  we  use  has  power  built  into  it  by  the  very  na- 
ture of  the  task  for  which  it  was  designed.  The  very  exercise 
of  this  power  secures  an  advantage  over  others.  This  being  the 
case,  the  introduction  of  every  new  technology  into  society 
demands  a  thoughtful  discussion  of  how  best  to  address  the 
inherent  inequities  created  by  its  use.  The  new  technologies 
of  the  information  age  are  a  case  in  point. 

The  global  economy  is  undergoing  a  fundamental  trans- 
formation that  will  reshape  civilization  in  the  twenty-first  cen- 
tury. Sophisticated  computers,  telecommunications,  robotics, 
and  other  information-age  technologies  are  fast  replacing  hu- 
man beings  in  virtually  every  sector  and  industry. 

The  hard  reality  that  economists  and  politicians  are  reluc- 
tant to  acknowledge  is  that  manufacturing  and  much  of  the 
service  sector  are  undergoing  a  transformation  as  profound  as 
the  one  experienced  by  the  agricultural  sector  earlier  in  this 
century,  when  machines  boosted  production  and  displaced 
millions  of  farmers.  Many  jobs  are  never  coming  back.  Blue- 
collar  workers,  secretaries,  receptionists,  clerical  workers,  sales- 
clerks,  bank  tellers,  telephone  operators,  librarians,  whole- 
salers, and  middle  managers  are  just  a  few  of  the  many 
occupations  destined  for  near  extinction. 

Earlier  industrial  technologies  replaced  the  physical  power 
of  human  labor,  substituting  machines  for  body  and  brawn. 
The  new  computer-based  technologies  promise  to  replace  the 
human  mind  itself,  substituting  thinking  machines  for  human 
beings  throughout  the  economy. 

Acknowledging  this  trend,  many  mainstream  economists 
and  politicians  have  turned  to  the  emerging  knowledge  sec- 
tor, pinning  their  hopes  on  new  job  opportunities  along  the 
information  superhighway  and  in  cyberspace.  While  the 
"knowledge  sector"  will  create  some  new  jobs,  they  will  be  too 
few  to  absorb  the  millions  of  workers  displaced  by  the  new 
technologies.  That's  because  the  knowledge  sector  demands 
an  elite  workforce  and  not  a  mass-labor  workforce.  Engineers, 
highly  skilled  technicians,  computer  programmers,  scientists, 


and  professionals  will  never  be  needed  in  "mass"  numbers 
to  produce  goods  and  services  in  the  information  age.  Indeed, 
the  shift  from  mass  to  elite  labor  forces  is  what  distinguishes 
work  in  the  information  age  from  that  of  the  Industrial  Age. 

With  near-workerless  factories  and  virtual  companies 
already  looming  on  the  horizon,  every  nation  will  have  to 
grapple  with  the  question  of  what  to  do  with  the  millions 
of  people  whose  labor  is  needed  less,  or  not  at  all,  in  an  ever 
more  automated  global  economy. 

While  mainstream  Democrats  and  Republicans  have  em- 
braced the  information  age,  extolling  the  virtues  of  cyberspace 
and  virtual  reality,  they  have,  for  the  most  part,  steadfastly 
refused  to  address  the  equally  important  question  of  how  to 
ensure  that  the  dramatic  productivity  gains  of  the  new  econ- 
omy will  be  shared  by  every  segment  of  the  population.  Until 
now,  those  productivity  gains  have  been  used  primarily  to  en- 
hance corporate  profit,  to  the  exclusive  benefit  of  stockholders, 
top  corporate  managers,  and  the  emerging  elite  of  high  tech 
knowledge  workers.  If  the  trend  continues,  chances  are  that 
the  widening  gap  between  the  haves  and  have-nots  is  going  to 
lead  to  greater  social  unrest  and  more  crime  and  violence  on 
the  streets  of  America.  Millions  of  middle-  and  working-class 
Americans,  caught  in  between  and  worried  over  their  own 
eroding  economic  fortunes,  including  loss  of  job  security  and 
falling  real  wages,  are  going  to  become  easy  prey  for  extrem- 
ist political  movements  at  both  ends  of  the  political  spectrum. 

TIhe  antidote  TO  POLITICS  of  paranoia  and  hate  is  an 
open  and  sober  discussion  of  the  underlying  techno- 
logical and  economic  forces  that  are  leading  to  increased 
productivity  on  one  hand,  and  a  diminishing  need  for 
mass  human  labor  on  the  other.  That  discussion  needs 
to  be  accompanied  by  a  bold  new  social  vision  that  can  speak 
directly  to  the  challenges  facing  us  in  the  new  economic  era. 
In  short,  we  need  to  begin  thinking  seriously  about  what  a 
radically  different  world  might  look  like  in  an  era  when  less 
human  labor  is  needed  to  produce  the  goods  and  services  of 
an  increasingly  automated  global  economy. 

In  the  past,  when  new  technologies  dramatically  increased 
productivity,  U.S.  workers  sought  a  share  of  the  productivity 
gains  and  organized  collectively  to  demand  a  shorter  work- 
week and  better  pay  and  benefits.  Today,  instead  of  reduc- 
ing the  workweek,  employers  are  reducing  the  workforce. 

The  new  labor-saving  technologies  of  the  information  age 
should  be  used  to  free  us  for  greater  leisure,  not  result  ^66 
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51  M  electricity,  water,  and  police 
systems  deteriorate.  These  middle- 
class  bubbles  are  large,  but  the 
numbers  of  the  poor  and  the  subproletariat  in  the  subconti- 
nent and  China  are  much  larger.  Information  technology  will 
certainly  bring  the  middle  classes  of  Asia  and  the  rest  of  the 
world  closer  together,  but  they  will  become  like  the  aristocrats 
of  medieval  Europe,  who  had  more  in  common  with  each 
other  than  with  their  own  peasant  populations.  Traditional 
state  forms  will  not  forever  survive  such  crosscutting  loyalties. 

In  postindustrial  societies,  information  technologies 
will  undermine  the  bureaucratic  state  in  other  ways.  The  fed- 
eral government,  as  we  know  it,  is  not  synonymous  with  the 
United  States  of  America,  but  with  the  Gilded  Age,  when  great 
increases  in  national  wealth  and  population  led  to  a  complex 
society  that  required  a  huge  bureaucracy  to  manage  it.  The 
building-down  of  the  federal  government  will  continue,  what- 
ever the  fate  of  the  1994  Republican  revolution,  since  the 
accelerating  computer  revolution  will  make  many  bureaucrats 
redundant  while  allowing  millions  of  individuals  to  make 
end  runs  around  the  state.  But  this  hopeful  trend  comes  with 
a  price. 

As  the  late-eighteenth-century  Scottish  philosopher  Adam 
Ferguson  reminds  us,  human  beings  are  most  attached  to  each 
other  where  material  conveniences  are  the  least.  The  decline 
in  civic  spirit  from  the  era  of  classical  Greece  (when  Athenians 
regularly  risked  their  lives  in  war  and  the  average  citizen  took 
an  intense,  daily  interest  in  city-state  politics)  to  our  own 
day,  when  many  citizens  do  not  serve  in  the  military  and 
invent  excuses  to  avoid  jury  duty,  is,  as  Ferguson  would  sug- 
gest, related  to  the  growth  in  technological  conveniences,  which 
have  enlarged  the  parameters  of  our  personal  lives,  bringing 
an  array  of  new  choices  and  stresses  that  leave  little  time  for 
communal  concerns. 

We  are  back  to  pure  history  then:  the  Darwinian  struggle 
of  individuals,  each  made  more  powerful  than  ever  because  of 
the  computer.  As  the  state  withers,  corporations  grow  in  rel- 
ative power  because  corporations — which  are  run  by  clusters 
of  individuals  committed  to  financial  gain,  and  thus  to 
efficiency  and  talent  rather  than  to  "politics"  and  "hiring 
quotas" — make  better  use  of  information  technologies  than 
do  governments  or  universities. 

But  corporations  have  yet  to  establish  a  moral  framework 
to  the  degree  that  Western  governments  have.  And  as  the  state 
proves  increasingly  unable  to  control  our  appetites,  the  search 
for  new  disciplinary  values,  religious  and  otherwise,  will  grow 
in  importance.  Remember  that  as  new  information  prolifer- 
ates, the  past  recedes  ever  faster  and  historical  sensibility  (and 
wisdom)  consequently  diminishes.  Because  of  the  speed  at 
which  this  information  travels,  much  of  it  will  be  unchecked 
and  prove  false.  Given  the  greater  cultural  and  material 
divides,  the  spread  of  both  conspiracy  theories  and  fierce  ide- 
ologies has  never  before  known  such  fertile  conditions.  We 
should  be  trembling. 

The  twenty-first  centuiy  will  certainly  be  more  tumultuous 
than  the  twentieth.  In  The  Education  of  Henry  Adams,  Adams 
writes  that  two  thousand  years  after  Alexander  the  Great  and 
Julius  Caesar,  the  fact  that  a  simple  and  blunt  man  of  action 


like  Ulysses  S.  Grant — a  type  who  "should  have  been  extinct 
for  ages" — had  attained  the  presidency,  is  proof  that  human 
nature  does  not  evolve.  What  future  Alexanders,  Caesars, 
Grants,  and  Hitlers  will  the  computer  age  give  us,  I  wonder?  ■ 

Robert  Kaplan  is  a  contributing  editor  of  The  Atlantic  Monthly  and  the  author  of 
five  books,  most  recently  The  End  of  the  Earth:  A  Journey  at  the  Dawn  of  the  21st 
Century.  He  also  has  written  for  The  New  Republic  and  the  New  York  Times. 
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65^  in  less  pay  and  growing  un- 
deremployment. Of  course,  employers 
argue  that  shortening  the  workweek 
and  sharing  the  productivity  gains  with  workers  will  be  too 
costly  and  will  threaten  their  ability  to  compete  both  domes- 
tically and  abroad. 

That  need  not  be  so.  Companies  like  Hewlett-Packard 
in  France  have  reduced  their  workweek  from  thirty-seven  to 
thirty-five  hours  while  continuing  to  pay  workers  at  the  thirty- 
seven-hour  rate.  In  return,  the  workers  have  agreed  to  work 
in  shifts.  The  companies'  reason?  If  they  can  keep  the  new  high 
tech  plants  operating  on  a  twenty-four-hour  basis,  they  can 
double  or  triple  productivity  and  thus  pay  workers  more  for 
working  less. 

In  France,  government  officials  are  considering  rescinding 
payroll  taxes  for  the  employer  if  management  voluntarily  re- 
duces the  workweek.  While  the  government  will  lose  tax  rev- 
enue, economists  argue  that  it  will  make  up  the  difference  in 
other  ways.  With  a  reduced  workweek  more  people  will  be 
working  and  fewer  will  be  on  welfare.  And  the  new  workers 
will  buy  goods  and  pay  taxes,  all  of  which  will  benefit  em- 
ployers, the  economy,  and  the  government. 

In  this  country,  the  federal  government  ought  to  consider 
extending  tax  credits  to  any  company  willing  to  do  two  things: 
voluntarily  reduce  its  workweek  and  implement  a  profit-shar- 
ing plan  so  that  its  employees  will  benefit  directly  from  the 
productivity  gains.  With  tax  incentives,  employers  would  be 
more  inclined  to  make  the  transition,  especially  if  it  gave  them 
a  marked  advantage  over  their  competitors. 

The  thirty-hour  workweek  ought  to  become  a  rallying  cry 
for  millions  of  U.S.  workers.  Shorter  workweeks  and  better 
pay  and  benefits  were  the  benchmarks  for  measuring  the 
success  of  the  Industrial  Revolution  in  the  past  century.  We 
should  demand  no  less  of  the  information  age  in  the  century 
to  come.  ■ 

Jeremy  Rifkin,  founder  and  president  of  the  Foundation  on  Economic  Trends, 
is  an  outspoken  critic  of  technology.  He  is  the  author  of  The  End  of  Work:  The 
Decline  of  the  Global  Labor  Force  and  the  Dawn  of  the  Post-Market  Era. 


GINGRICH 


29-4  make  sense?"  I'm  not 
sure  he  could  have  told 
you.  Even  as  late  as  the 
Constitutional  Convention,  they  were  still  trying  to  sort  out 
exactly  what  they  were  doing  and  how  they  were  doing  it — 
even  though  they  had  been  working  on  it  for  close  to  twenty 
years.  We  are  in  the  same  boat.  We  are  the  pioneers.  ■ 

Serving  the  Sixth  District  in  Georgia,  Republican  Newt  Gingrich  recently  completed 
his  ninth  term  in  Congress,  the  most  recent  as  Speaker  of  the  House  of 
Representatives.  Time  magazine  named  Gingrich  "Man  of  the  Year"  for  1995. 
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Invest Di  rect . 
Online  investing  from 
American  Express. 

InvestDirect  from  American  Express 
provides  better  value  in  online  investing. 
Our  technical  infrastructure  helps  keep 
you  up  and  running  —  even  during  heavy 
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trading  volume.  All  backed  by  the  security  and  service  you 
expect  from  American  Express.  All  at  a  competitive  price 
from  just  $26.95*  an  equity  trade.  So  visit  our  site  and  see 
why  you'll  want  to  open  your  online  account  today. 
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I2i>n,  133MHz4  Pentium 
processor  runs  software 
at  lightning  speeds. 


At  a  mere  six  pi  minis: 

you  ran  take  your 
ThinkPad  anyu  here. 
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Introducing  the  new  ThinkPad  365.  Because  everyone  could  use  a 
affordable  place  to  think.  Now,  even  if  youre  short  on  work  space,  yo 
can  still  stretch  your  mind  as  far  as  youd  like. 

The  IBM  ThinkPad  365  brings  you  award-winning  ThinkPat 
technology -with  Pentium  processor  power  -  starting  at  $2,499. 

It  s  a  very  comfortable  place  to  work.  It  offers  an  inspiring  viey 
(a  bright,  10.4"  or  11.3"  color  screen)  as  well  as  a  hard  drive  wit] 
room  enough  to  store  ideas  as  big  as  yours.  It  comes  complete  wit] 
Lotus  SmartSuite  for  instant  produc- 
tivity. And  select  models  are  designed 
with  full  multimedia  capabilities, 
including  an  integrated  CD-ROM  drive. 

Call  1  800  426-7255,  ext.  4730,  or 
visit  us  at  www.pc.ibm.com/thinkpad 
for  details  on  the  new  ThinkPad  365. 
Youll  find  its  not  only  affordable,  it's 
absolutely  thought-provoking. 
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be  preloaded,  included  on  a  CD  or  available  to  order  on  a  CD  Diskettes  and  hard  copy  documentation  available  at  extra  charge  'M-F. 
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FUKUYAMA 


33 supplier  can  meet  deadlines  and 
quality  requirements  until  he  or  she  has 
done  it  a  few  times.  The  highest-band- 
width network  won't  substitute  for  human  interaction  with  regard  to  this  kind 
of  information.  Most  discussions  of  how  to  make  digital  commerce  more  trust- 
worthy have  centered  on  the  related  issues  of  data  security,  encryption,  and  au- 
thentication. Once  these  issues  have  been  resolved,  however,  there  is  the  thornier 
problem  of  how  to  build  trust  in  coworkers,  clients,  customers,  and  the  like — 
people  you  will  never  see  in  person. 

The  promise  of  digital  commerce  is  that  it  will  allow  you  to  use  the  In- 
ternet to  purchase  the  services  of  the  best  organic  gardening  advisers  or  mad 
cow  disease  specialists,  whether  they  live  in  Santa  Clara  or  Timbuktu.  To 
do  this,  you  need  to  do  more  than  verify  that  the  person  at  the  other  end  of 
the  wire  is  who  he  says  he  is.  You  need  to  assess  competence,  reliability,  judg- 
ment. In  other  words,  you  need  a  system  of  branding,  but  applied  much  more 
widely  for  highly  specialized  and  hard-to-evaluate  services  and  products.  You 
need  value-added  services  that  will  not  only  lead  you  to  the  right  product 
or  service  but  also  rate  its  quality  or  otherwise  vouch  for  it.  Smart  machines 
by  themselves  can't  substitute  for  the  human  judgment  and  human  contact 
that  is  ultimately  the  basis  for  trust.  ■ 

Francis  Fukuyama  is  Hirst  Professor  of  Public  Policy  at  George  Mason  University  and  the  author  of 
The  End  of  History?  published  in  The  National  Interest  in  the  summer  of  1989.  His  most  recent  book, 
Trust,  examines  the  relationship  between  national  culture  and  economic  prosperity. 


KEEGAN 


37M  or  to  subordinates  the  judgment  of  what  is 
relevant  for  command  choice.  It  is  unrealistic  be- 
cause it  attacks  the  human  qualities  for  which  com- 
manders are  chosen.  A  revolution  that  seeks  to  rob  a  decision  maker  of 
responsibility  and  to  transfer  his  judgment  elsewhere  weakens  command.  It 
presages  machine  warfare  in  the  strictest  sense  of  the  term. 

Governments,  in  the  early  days  of  nuclear  confrontation,  rejected  the 
ultimate  logic  of  deterrence  theory,  the  Doomsday  Machine,  which  would 
have  transferred  the  power  to  launch  missiles  to  an  entirely  automated  system, 
programmed  to  identify  threat  and  respond  to  it  without  human  interference. 
Political  leaders  recognized  that  it  spelled  the  end  of  diplomacy,  indeed  of 
responsible  government.  It  also  threatened  catastrophe,  not  only  under 
attack  conditions,  but  if  the  machine  wrongly  determined  that  an  attack  was 
under  way  when  it  was  not. 

Digitized  warfare,  if  not  threatening  Doomsday,  is  pregnant  with  the  threat 
of  small  catastrophes.  It  is  right  to  be  skeptical  about  the  benefits  it  offers. 
Obviously  there  are  many — but  the  real  challenge  of  the  digital  revolution  is 
to  design  a  system  that  the  military  commander  can  control  and  to  avoid 
commitment  to  any  system  that  controls  him.  ■ 

John  Keegan  is  defense  editor  for  the  Daily  Telegraph  and  Delmas  Professor  of  History  at 
Vassar  College.  His  books  The  Face  of  Battle,  A  History  of  Warfare,  and  The  Mask  of  Command  are 
milestones  in  military  history. 


JOHNSON 


41  ^  feats  of  literary  skill  and  historical 
judgment,  which  no  machinery,  however 
sophisticated,  can  achieve. 
The  synoptic  historian,  telling  the  entire  story  of  Christianity  or 
Judaism  or  the  twentieth  century  or  the  American  people  in  one  volume  of 
eight  hundred  pages,  sits  on  top  of  a  vast  pyramid  of  material  compiled  by 
researchers  constantly  using  all  the  relevant  new  technologies.  In  the  end, 
he  has  to  reduce  the  pyramid  to  a  few  thousand  cogent  facts  and  figures  by 
using  his  own  unaided  wits.  I 

Paul  Johnson  is  a  leading  historian,  essayist,  and  journalist  based  in  London.  His  best-known  books 
are  Modern  Times,  A  History  of  the  Jews,  Intellectuals,  The  Birth  of  the  Modern,  and  A  History 
of  the  English  People.  His  most  recent  book  is  The  Quest  for  God. 
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warranty.1  Starts 
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''Lifetime  limited  warranty  tor  as  long  as  original  purchaser  owns  adapter 
IBM's  Statemenl  of  Limited  Warranty  is  available  by  calling  1 800  772-2227 
Some  configurations  may  not  be  compatible,  check  minimum  system  require- 
ments Estimated  reseller  price  to  end  user  Actual  price  may  vary  3M-F,  8  am- 
8  pm  EST  In  Canada, call  1  800  465-3299  (ID#  35193)  IBM,  ihinkPad, 
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Business  Machines  Corporation  ©  1996  IBM  Corp  All  rights  reserved 
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jamming  effort. 

Totalitarianism,  by  definition,  also  implied  state  control  of 
the  economy.  This  meant  "planning,"  not  just  in  the  broad 
sense,  but  in  enormous,  picayune  detail.  In  the  late  1970s,  a 
single  Soviet  farm  received  773  "directives"  (and  it  turned  out 
that  more  than  5,000  others  had  not  been  passed  on  by  the 
head  office). 

Of  course,  it  was  all  absurd:  Agriculture,  for  example,  can- 
not be  rigorously  predicted.  But,  given  a  little  flexibility,  might 
a  planned  economy  be  computerized?  Moscow  thought  so, 
and  over  the  last  decades  of  the  regime  made  much  of  the 
idea — though  the  one  real  success  of  Soviet  computers  was  in 
the  complex  calculations  of  the  hydrogen  bomb.  The  econo- 
my proved  far  more  intractable. 

But  could  such  a  fully  computerized  and  centralized  to- 
talitarian economy  be  constructed  at  all?  We  can  certainly  en- 
visage a  system  in  which  every  machine  gives  a  quality  check 
of  its  output  to  a  central  computer,  and  in  which  every  store 
could  report  every  transaction,  and  so  forth — though  if  the 
Soviet  case  is  anything  to  go  on,  there  would  be  subliminal 
areas  of  squalor  and  inefficiency.  A  Balkan  Communist  once 
confessed  to  me  that  what  he  admired  about  George  Orwell 
was  his  having  foreseen  that  a  totalitarian  society  would  not 
be  one  that  was  inhumanly  efficient,  but  rather  one  in  which 
the  lifts  don't  work  and  you  can't  get  razor  blades. 

But  we  can  hardly  dismiss  the  idea  of  a  largely  computer- 
ized economy  as  impossible.  Even  the  old  Soviet  economy 
took  decades  to  collapse.  A  future  totalitarian  government 
might,  of  course,  adopt  some  innovations  to  make  a  compu- 
terized economy  more  feasible.  In  general,  though,  totalitarian 
economies  are  by  nature  static.  But  a  static  or  even  a  slowly 
growing  economy  could  only  survive  if  it  had  no  dynamic 
rivals.  Such  an  economy  can  only  survive  on  a  world  scale. 

How  could  neo-Stalinist  rulers  seek  such  a  result?  They 
could  try,  by  political  means,  to  cajole  or  distract  more  advanced 
countries  from  deploying  their  superior  military  power.  Or 
they  could  try  to  match  that  power.  Joseph  Stalin  tried  the  first 
method;  Leonid  Brezhnev,  the  second.  They  both  failed.  All 
the  same,  they  got  uncomfortably  close  to  succeeding. 

To  expand  its  economic  system  worldwide,  any  future 
totalitarian  government  would  have  to  make  the  same  attempt. 
This  involves  another  aspect  of  technology — armaments.  Ob- 
viously, the  United  States,  as  a  nontotalitarian  country,  must 
keep  its  lead,  not  only  in  theoretical  advances  but  also  in  ac- 
tual weaponry. 

For  mere  economic  and  technological  superiority  is  not 
what  won  the  cold  war.  Nor  would  it  be  sufficient  to  cope  with 
future  embodiments  of  the  totalitarian  mental  virus.  When 
Croesus  showed  Solon  his  treasure,  the  Athenian  replied, 
"Whoever  has  better  iron  will  have  all  that  gold."  In  modern 
terms,  whoever  has  the  best  armaments  will  prevail  against 
even  the  most  prosperous  opponent.  ■ 

Robert  Conquest,  a  fellow  at  the  Hoover  Institution,  is  the  lending  historian  of 
Stalinist  Russia.  He  is  also  a  noted  poet,  and  his  writings  include  The  Great 
Terror  and  The  Harvest  of  Sorrow. 
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tion and  trade,  and  more  new  entry  into  industry,  we  have 
achieved  a  net  increase  of  thirty  million  new  jobs  since  1979. 

Our  challenge  is  to  find  ways  to  help  people  make  the 
necessary  changes — to  encourage  fluid  labor  markets,  better 
training  and  information  programs,  and  better  understand- 
ing of  why  the  changes  are  required.  If  we  fail,  we  will  lose 
or  postpone  many  of  the  gains  that  the  third  industrial  rev- 
olution promises.  Happiness  results  from  how  we  deal  with 
the  problems  we've  got — and  change  is  a  problem  we  will 
always  have. 

To  see  why  this  is  true,  consider  the  sobering  experience 
of  some  1,200  General  Motors  employees  laid  off  in  1990  from 
the  company's  Van  Nuys,  California,  plant.  According  to  a 
November  1993  New  York  Times  article,  a  year  after  the  plant 
was  closed,  these  workers  continued  to  draw  paychecks 
amounting  to  between  85  percent  and  100  percent  of  their 
gross — paychecks  that  nationwide  cost  GM  more  than  $3  bil- 
lion from  1990  to  1993,  a  period  during  which  GM  posted  a 
$17  billion  North  American  loss. 

The  giveaway,  part  of  GM's  wasteful  Guaranteed  Income 
Stream  Benefit  Program  agreement  with  the  United  Auto 
Workers,  stipulated  that  workers  would  receive  these  bene- 
fits until  they:  (1)  died,  (2)  retired,  (3)  lost  seniority  for  rea- 
sons other  than  the  layoff,  (4)  accepted  a  buyout  package  from 
GM,  (5)  refused  to  appear  for  a  company  employment  in- 
terview without  good  cause  or  refused  to  accept  any  offer  of 
employment  within  the  company  that  they  were  capable  of 
performing,  (6)  failed  to  live  up  to  the  program's  reporting 
requirements,  or  (7)  failed  to  file  application  for  employment 
within  the  company.  Interestingly,  refusal  of  a  temporary  part- 
time  position  within  the  company  was  not  grounds  for  dis- 
qualification. This  policy  paid  GM's  unemployed  workers  to 
stay  home  and  do  nothing,  and  thereby  deprived  the  econo- 
my of  the  value  of  their  services  elsewhere. 

John  Dominguez,  a  twenty-two-year  veteran  electrician, 
complained  to  the  Times  after  a  year  that  "the  money  is  great, 
but  it's  demeaning. ...  Just  sitting  around  waiting  for  the  mail- 
man is  very  frustrating,  especially  when  you  have  some  skills 
to  offer  but  no  job."  For  these  workers,  being  paid  to  do  noth- 
ing turned  out  not  to  be  the  paradise  they  had  expected.  But 
despite  their  unhappiness,  they  just  couldn't  bring  themselves 
to  go  out  and  work. 

The  GM  example  shows  us  something  many  of  us  would 
rather  not  see.  By  removing  the  financial  burden  from  laid- 
off  workers,  the  company  virtually  ensured  that  workers  would 
not  make  the  painful,  intensely  personal  decisions  necessary 
to  change;  it  simply  prolonged  their  misery.  No  central  body — 
government,  corporation,  or  union — can  solve  the  dilemma 
that  displaced  workers  face.  Only  the  workers  themselves  pos- 
sess the  knowledge  necessary  to  discover  how  their  prefer- 
ences and  talents  match  alternative  jobs  and  careers,  and  to 
make  the  required  changes. 

Michael  Jensen  is  professor  at  the  Harvard  Business  School.  He  holds  a  Ph.D.  in 
finance  from  the  University  of  Chicago  and  is  the  founder  of  the  Journal  of 
Financial  Economics.  He  is  also  president  of  Social  Science  Electronic  Publishing. 
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INDONESIA 


LAND     OF  OPPORTUNITY 


By  Michael  Bociurkiw 


ndonesians  observed 
their  50th  anniversary 
of  independence  last 
year,  and  there  was 
much  to  celebrate.  The 
economy  continues  to  out- 
perform most  others  in  the 
region,  with  a  robust  7.4% 
growth  in  GDP  in  1995,  for- 
eign investment  flowing  in  at  all-time  highs, 
and  per  capita  income  now  nearing  $  1 ,000,  a 
1 2-fold  increase  since  1 969. 

A  large  contributor  to  national  economic 
growth  is  the  tourism  sector,  which  brought 
in  about  $4.6  billion  from  1 994  to  1 995.  By 
the  turn  of  the  century,  this  sector  is  expect- 
ed to  be  the  country's  third-largest  exchange 
earner,  and  eventually  the  number  one  for- 
eign-exchange earner. 

Outside  attention  to  this  exotic  archipel- 
ago is  growing  as  the  government  moves  to 
introduce  new  investment  packages  and 
reduce  the  number  of  areas  restricted  to  for- 
eigners. Foreign  direct  investment  this  year  is 
expected  to  reach  about  $30  billion. 

"We'd  like  to  make  things  as  attractive  as 
possible  for  foreign  investors,"  says  State 
Minister  for  Investment,  Sanyoto 
Sastrowardoyo.  He  lists  several  advantages  for 
firms  doing  business  in  Indonesia,  including 
political  stability,  a  bountiful  supply  of  natural 
resources,  a  large  population  and  affordable 
wages,  a  strategic  location  along  the  equator 
and  liberal  foreign  currency  rules.  And,  as  a 
market,  Indonesia  has  1 90  million  people  with  a 
rapidly  growing  middle  class. 

By  the  year  20 1 5,  the  capital,  Jakarta,  is 
expected  to  be  the  fifth  most  populous 
city  in  the  world,  with  a  population  of  21.2 


million.  Evidence  of 
increased  consumer  spend- 
ing in  Indonesia:  Credit 
card  company  Visa 
International  reports  that 
1995  sales  in  Indonesia 
increased  28%  to  $1.27 
billion.  Recent  statistics 
indicate  that  the  invest- 
ment climate  in  Indonesia  remains  robust. 
In  the  first  five  months  of  this  year,  foreign 
investment  increased  14.8%  over  the  same 
period  last  year,  while  investment 
approvals  reached  $18.2  billion  compared 
to  $1 5.9  billion.  The  chemical  industry 
attracted  the  most  interest,  followed  by 
projects  in  electricity,  gas,  clean  water  and 
the  paper  industry. 

There  are  several  U.S.  companies  with  a 
high-profile  presence  in  Indonesia;  mining 
giant  Freeport  ranks  as  one  of  the  largest. 
Newmont  Gold  of  the  U.S.  also  has  a  siz- 
able presence.  Sanyoto  says  that  although 
he  is  happy  with  the  interest  level  of  U.S. 
companies  in  Indonesia,  they  need  to  take  a 
more  aggressive  approach  to  the  country. 
In  many  instances  they  lose  out  to  compa- 
nies from  other  parts  of  the  world  because 
of  delays  in  decision-making. 

A  good  example  of  some  of  the 
Indonesian  success  stories  that  have  been 
produced  by  the  rapid  economic  growth  is 
the  life  insurance  industry.  Over  the  past  six 
years,  the  number  of  policyholders  has  risen 
to  17.8  million,  from  5.5  million.  "We  expect 
the  life  insurance  business  to  continue  grow- 
ing very  quickly,"  says  Billy  Sindoro,  president 
and  CEO  of  Lippo  Life,  Indonesia's  fastest- 
growing  company  in  the  industry. 


A  Major  Partner  in 
Economic 
Development 


A key  player  in  national  development 
over  the  next  few  years  will  be  the 
Indonesian  capital  market,  which  wil 
be  looked  upon  as  an  alternative  but  major 
funding  source.  With  Indonesia's  breathtaking 
growth  rates,  it  may  come  as  little  surprise  to 
most  people  that  the  country's  stock  exchange 
also  expanding  and  attracting  substantial  inter 
national  attention. 

Though  still  small  in  capitalization  terms, 
the  Jakarta  Stock  Exchange  (JSX)  now  bears  lit 
tie  resemblance  to  the  first  stock  exchange 
introduced  to  the  archipelago  by  the  Dutch 
colonial  government  in  1912.  The  listing  of  a 
number  of  large  state-owned  firms,  as  well  as 
automation  and  the  general  expansion  of  the 
economy,  has  helped  the  JSX  evolve  into  an 
exchange  of  international  scale  and  gain  a  rep 
utation  among  locals  and  foreigners  as  a  place 
where  attractive  profits  can  be  made. 

Since  1993,  capitalization  has  almost  dou- 
bled to  $74.78  billion,  and  the  number  of  listec 
issuers  increased  to  248  by  September  1996.  Th 
average  volume  of  trading  has  been  increasing 
by  a  whopping  63%  annually  since  1992.  The 
daily  turnover  has  increased  from  four  million 
shares  in  1991  to  155  million  today.  "We've 
been  seeing  some  very  astronomical  numbers," 
says  JSX  Director  Felia  Salim.  Observers  say 
there  is  still  much  room  for  growth  given  that 
market  capitalization  is  only  about  50%  of  gros 
domestic  product. 

What  may  strike  some  outside  observers  is 
that  the  market  has  continued  to  rise  despite 
bouts  of  domestic  political  turbulence.  A 
business-as-usual  attitude  has  ruled  the  day. 
Salim  says  a  good  indication  of  the  confidence 
in  the  bourse  is  that  the  government  appears  to 
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accommodated. 

"We  are  thinking  of  expanding  capacity 
even  further,"  said  Salim.  As  soon  as  next  year, 
remote  trading  may  be  introduced,  allowing 
brokers  to  trade  from  their  offices  and  outside 
of  Jakarta.  Another  change  may  be  the  conver- 
sion to  a  scripless  trading  and  settlement 
system. 

Because  of  the  JSX's  relatively  modest  size, 
introducing  new  technology  and  procedures 
as  proceeded  smoothly,  Salim  notes. 
"Everything  is  being  done  simultaneously," 
she  says. 

Also  helping  to  boost  the  image  of  the  JSX 
was  the  recent  introduction  of  a  new  Capital 


be  poised  to  prepare  several 
state-owned  companies  for  list- 
ing. Expected  soon  are  Bank 
Nasional,  Krakatau  Steel 
and  toll  road  management 
company  Jasa  Marga. 

"There  are  quite  a  few 
others  lining  up.  Many  are  talking  to  the  U.S. 
and  preparing  the  groundwork.  The  appetite  is 
definitely  there.  If  you  look  at  the  capital  mar- 
ket, it  is  playing  a  bigger  role  in  raising 
funds,"  says  Salim. 

Such  activity  has  caught  the  interest  of  for- 
eign investors:  As  much  as  70%  of  the  volume 
of  trades  is  by  foreign  investors.  The  attention 
of  local  investors  has  also  been  increasing, 
especially  with  the  listing  of  large,  state-owned 
companies. 

Amid  all  of  this,  the  JSC  is  undertaking 
steps  to  upgrade  infrastructure,  educate 
Indonesians  about  the  bourse  and  improve  sur- 
veillance measures. 

In  May  1995,  an  automatic  trading  system 
was  introduced,  allowing  for  a  dramatic 
increase  in  the  number  of  daily  trades  and 
real-time  distribution  of  trading  information. 
The  Jakarta  Automatic  Trading  System  (JATS) 
boosted  capacity,  which  in  turn  helped  increase 
trades  from  1,300  a  day  under  the  manual  sys- 
tem  to  more  than  7,000  a  day  under  the  new 
Up  to  50,000  transactions  a  day  can  be 


Market  Law  in  January  that  is  intended  to  safe- 
guard the  integrity  of  the  market  as  well  as 
provide  a  comprehensive  legal  foundation.  The 
law  included  provisions  to  accommodate  the 
trading  of  open-ended  mutual  funds. 

As  the  market  matures,  the  JSX  is  trying 
hard  to  develop  an  active  domestic  investment 
community,  chiefly  through  educational  and 
promotional  campaigns.  Almost  anyone  can 
walk  into  the  new  JSX  building  and  learn  how 
the  market  works  by  viewing  the  action  first- 
hand and  taking  in  the  instructional  exhibit 
above  the  trading  floor.  Human  resource  devel- 
opment is  an  ongoing  project,  as  are  programs 
to  help  educate  local  brokers. 

Outside  of  Jakarta,  the  JSX  is  installing 
facilities  to  allow  individuals  and  companies  to 
monitor  the  performance  of  the  capital  market 
in  real  time.  The  aim  is  to  encourage  more 
investments  and  listings,  from  across  the 
Indonesian  archipelago.  "We  are  doing  our 
share  to  educate  people,"  Salim  says.  "Lots  of 
work  is  being  done  to  bring  people  into  the 
market." 


Going  Global  with 
Textiles 


The  textile  industry  is  a  major  contributor 
to  Indonesia's  economy.  A  Jakarta-based 
company  with  one  of  the  highest  profiles 
in  this  sector  is  the  Texmaco  Group.  Aside  from  [ 
being  the  country's  largest  polyester  producer,  thi 
company  is  positioning  itself  for  expansion  into 
other  industries  and  further  investment  abroad. 

Clearly,  Texmaco  is  a  group  keen  to  expand 
its  horizons.  Its  aim  is  to  be  among  the  world's 
top  1 5  producers  of  polyester  by  the  end  of  this 
year.  To  that  end,  it  has  embarked  on  an  ambi- 
tious $607  million  expansion  plan.  The  goal 
makes  sense  given  the  increasing  popularity  of 
polyester  amid  rising  cotton  prices.  Even  more, 
polyester  is  gaining  wider  acceptance  in  a  vari- 
ety of  non-textile  applications,  including  pack- 
aging, household  products  and  industrial  uses. 

In  the  three  decades  it  has  been  active  in  th» 
textile  industry,  Texmaco  has  been  able  to  devell 
op  impressive  integration  by  manufacturing  am 
exporting  chips,  yarn,  textiles,  garments  and 
even  textile  machinery.  Up  the  road  are  new 
projects  in  high  technology  and  possibly  other 
fields  not  directly  related  to  the  chemical  and 
textile  industries  —  such  as  auto  manufactur- 
ing and  coal  mining. 

By  1998,  the  group  expects  to  have  signifi- 
cantly increased  its  output  of  finished  fabrics,  poly 
ester  filament  yam,  polyester  staple  fiber,  polyester 
chips  and  Purified  Terephthalic  Acid  (PTA).  The 
latter  is  one  of  the  main  raw  materials  used  to 
make  polyester  chips,  which  can  be  further 
processed  into  polyester  filter  or  polyester  yam. 

The  demand  for  PTA  and  polyester  chips  in 
Indonesia  is  so  great  that  only  a  small  portion 
will  be  exported.  Texmaco  will  increase  capacity 
for  PTA  production  to  340,000  tons  a  year  by 
adding  a  brand-new  facility.  The  group  will  uti- 
lize most  of  the  PTA  production  for  further  inter 
nal  downstream  operations.  A  new  production 
facility  will  be  built  to  boost  capacity  for  poly- 
ester chips  to  330,400  and  another  to  provide  ari 
annual  capacity  of  180.000  tons  of  staple  fiber. 
The  PTA  facility  will  guarantee  consistent  qualit 
of  this  vital  raw  material  and  stabilized  supply. 
Most  of  the  new  plants  are  being  built  at 
Karawang,  an  hour  from  Jakarta. 

On  other  fronts,  Texmaco  is  constructing  sev 
eral  new  plants,  including  a  specialty7  steel  facto- 
ry, a  $200  million  plant  for  value-added  engi- 
neering goods  and  a  unit  to  produce  green-sand, 
castings,  rolled  plates  and  bars  and  die  forgings. 

Texmaco  is  also  a  familiar  name  in  the  U.S 
through  its  business  relationship  of  some  20 
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Indonesia's  largest  producer 
and  exporter  of  polyester  products 

and  machinery. 

35  years  in  the  business  has  made  us  totally  self  -  reliant. 
We  manufacture  and  export  polyester  chips,  yarn,  textiles,  garments  and  machinery  globally. 
As  the  world  becomes  more  competitive,  we  meet  the  challenges  through  innovation 
and  applied  R&D.    At  Texmaco,  we  participate  as  partners  in  building  Indonesia's  industry. 
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years.  The  Group  has  exported  fabrics,  polyester 
yams  and  garments  to  many  accounts,  includ- 
ing The  Gap,  Liz  Claiborne  and  Nike. 

A  substantial  portion  of  Texmaco  financing 
has  originated  in  the  U.S.,  mainly  through  bond 
issues  with  U.S.  investors.  As  part  of  its  long- 
term  financing  strategy,  the  company  has  issued 
some  $400  million  worth  of  bonds. 


Some  Texmaco  garments. 

Long-term  plans  could  include  a  listing  on 
the  New  York  Stock  Exchange.  Management 
feels  the  company  is  well-positioned  to  make  the 
bold  move,  especially  after  registering  with  the 
SEC  and  developing  a  relationship  with  U.S. 
bond  markets.  The  Group's  books  will  appear 
pleasing  to  the  eyes  of  potential  U.S.  investors: 
Last  year  it  posted  almost  a  100%  increase  in 
U.S.  net  profit.  President  and  Director  Marimutu 
Sinivasan  credits  this  increase  to  applied 
research  and  development  and  an  efficient 
domestic  and  international  distribution  network. 
Net  sales,  meanwhile,  jumped  a  healthy  30%. 

Eastman  Chemical  Co.  of  the  U.S.  has  been 
a  long-time  partner,  providing  the  Group  with 
equipment  and  technology  for  the  manufacture 
of  PTA  and  production  of  textile  fibers.  This 
relationship  has  developed  into  Texmaco 
becoming  a  licensee  of  Eastman's  technology 
division.  Raytheon  Engineers  has  provided  engi- 
neering for  certain  Texmaco  facilities. 

As  part  of  its  strategy  to  develop  export  mar- 
kets, the  Group  also  has  associated  marketing 
and  distribution  offices  in  Miami  and  New  York. 

Back  at  home,  executives  from  the  Group 
note  that  the  domestic  market  will  remain  the 
most  important  —  both  for  PTA  and  textile 
products.  The  population  continues  to  grow, 
incomes  are  rising  and  with  it  is  growing  the  per 
capita  consumption  level  of  cloth. 

Says  Sinivasan:  "We  will  strive  not  to  be  com- 
placent, but  to  continue  to  anticipate  the  bigger 
challenges  and  opportunities  that  await  the 
company  and  its  subsidiaries  in  the  years  to  come." 


Setting  the  Standard 
for  the  Textile 
Industry 

Indonesia's  textile  industry  casts  a  long 
shadow  over  the  Asia-Pacific  region.  After  the 
oil  and  gas  sector,  it  ranks  as  the  country's 
largest  export  earner,  accounting  for  some  $6.2 
billion  in  1995  and  a  projected  $10  billion  b) 
the  year  2000. 

It  may  come  then  as  little  surprise '  tat  an 
Indonesian  company  is  one  of  the  U.S.  largest 
buyers  of  cotton.  In  a  single  year,  the  Argo 
Manunggal  Group  purchases  some  100,000  tons 
of  cotton  from  around  the  world,  worth  about 
$190  million.  About  2.5%  of  U.S.  cotton  exports 
are  consumed  by  the  Group. 

A  flagship  textile  company  of  the  Group  is 
PT  Argo  Pantes.  Established  in  1977  as  a  small 
spinning  mill,  Argo  Pantes  has  grown  into  a 
fully  integrated  textile  manufacturer  and  mar- 
ket leader  for  cotton  and  synthetic  blended  tex- 
tile products,  selling  to  more  than  40  countries 
worldwide.  It  is  a  member  of  the  Argo 
Manunggal  Group,  one  of  Indonesia's  largest 
business  groups,  founded  by  textile  industry  pio- 
neer Mr.  The  Ning  King. 

With  two  factories  in  Indonesia,  Argo  Pantes 


Tl  company  was  listed  on  the  Jakarta  and 
Sur    tya  Stock  Exchanges  in  1991-  Last  year, 
Argo  Pantes  recorded  total  sales  of  $210  million 
with  62%  to  export  markets.  The  remainder  was 
sold  domestically,  mostly  for  reexport.  Arrow, 
Kenzo,  Levi's,  Liz  Claiborne,  Marks  &  Spencer, 
Nike,  The  Gap  and  Van  Heusen  are  among  the 
high-profile  customers  on  Argo  Pantes'  exten- 
sive list. 

Outside  analysts  say  they  are  impressed  with 
the  company's  strong  cash  and  equivalents  bal- 
ances, which  at  the  end  of  1995  stood  at  about 
$100  million.  Low  labor  costs,  efficient  machin- 
ery, high-quality  products  and  sophisticated  pur 
chasing  of  raw  materials  have  all  contributed  to 
a  healthy  bottom  line. 

A  practice  of  employing  among  the  most 
sophisticated  machinery  and  technology  in  the 
industry  accounts  for  Argo  Pantes'  rapid  growth 
and  high-quality  products.  The  company  has 
committed  to  investing  about  $20  million  a  yeal 
for  the  upgrading  and  modification  of  existing 
machinery. 

A  new  120,000-spindle  factory  in  Bekasi  can 
churn  out  an  incredible  21,000  tons  of  high- 
quality  yarn  a  year.  Its  shuttle  looms  are  being 
replaced  with  air-jet  looms  in  another  move  to 
increase  efficiency. 

When  asked  what  their  vision  for  the  future 


High-speed,  air-jet 
weaving  looms  enable 
PT  Argo  Pantes 
employees  to  produce 
fabrics  targeted  for  th« 
export  market  (left). 
The  dyeing  finishing 
line  outputs  high- 
quality  textiles 
(bottom). 


operations  combine  spinning,  weaving,  yam 
dyeing  and  finishing  and  printing.  With  about 
260,000  spindles,  it  has  about  4%  of  Indonesia's 
total  of  seven  million  spindles. 

The  Argo  Pantes  catalogue  of  products 
includes  cotton,  polyester/cotton  blends,  rayon 
material,  yarn,  dyed  yam,  greige  fabric,  printed 
and  finished  fabric,  as  well  as  such  value-added 
items  as  specialty  yams,  yam-dyed  fabrics  and 
special-finish  fabrics. 


0  ii  e   o  I    t  h  e    largest    integrated    textile  companii 
in    Indonesia    and    listed    in    t  k  e  Indonesian 
slocL  exchanges. 


B  \f  ,11  Lei    leader    for     I  00%    roll o  n  , 
CVC,    PC    va  r  n  s    an  d  Lories. 


Major    exporter    wilk    sales    lo  over    40  countries 
w  o  r  Id  wide. 


B  v,  u  m  u  1  a  I  i  v  e    average    sales    g  r  o  tt  I  Ii 
and    assets    growl  h    o  f    20  /o    an  d  32% 
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Wisma  Argo  Manunggal 
16th  F 1 ,  Jl  Gatot  Subroto  Kav  22 
Jakarta  12930,  Indonesia 

Tel:  (6221)  252  0068  /  252  0065  (Hunting) 
Fax:(6221)  252  0028  /  252  0024 
Tlx:   62568  argotx  ia 
E  -  mail:  argoir  (a  rad.net.  id 

To  obtain  a  copy  of  our  annual  report,  please  contact  the  Corporate  Secretary 
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is,  Argo  Pantos  officials  do  not  hide  their  pride, 
stating,  "Our  vision  is  to  become  the  leading  tex- 
tile manufacturer  in  the  Asia  Pacific  region 
based  on  product  quality  and  customer  satisfac- 
tion." Aside  from  textiles,  the  Argo  Manunggal 
Group  embraces  a  large  diversity  of  activities, 
ranging  from  steel  and  industrial  estates  to  tires 
and  financial  services.  It  recorded  a  turnover  last 
year  of  $1.2  billion.  In  all,  the  group's  60  com- 
panies employ  more  than  35,000  people. 

The  M2100  Industrial  Town  in  Bekasi,  near 
Jakarta,  must  rank  as  one  of  its  most  ambitious 
and  high-profile  projects,  not  to  mention  one  of 
its  most  promising.  Already  phases  one  and  two 
have  been  sold  out.  Existing  tenants  include  sev- 
eral well-known  companies,  among  them  AT&T, 
Sony  and  NSK. 

Encompassing  1,000  hectares  of  prime  land, 
this  fully  integrated  industrial  estate  boasts  an 
excellent  location  with  its  close  proximity  to 
Jakarta,  the  seaport  and  its  direct  toll-road  access. 


A  Mecca  of  Beauty 
and  History 


With  13,700  islands  stretching  for 
2,500  miles  along  the  equator, 
finding  new  and  exotic  places  to 
explore  in  Indonesia  is  hardly  a  problem  for  fre- 
quent visitors.  In  fact,  most  people  would  be 
amazed  at  the  ease  of  finding  charming  towns 
and  beaches  unspoiled  by  economic  develop- 
ment or  hoards  of  tourists.  While  the  exotic 
island  of  Bali  has  garnered  the  most  attention 
among  foreign  holiday-goers  —  drawing  an 
amazing  80%  of  all  foreign  visitors  to  Indonesia 
—  there  is  much  more  to  this  fascinating  arch- 
ipelago, not  the  least  its  incredibly  rich  history 
and  centuries-old  culture. 

Close  to  Jakarta  is  western  Java,  known  for 
its  volcanic  peaks,  sun-drenched  beaches  and 
bucolic  rice  terraces.  Java  is  also  home  to 
Krakatau,  one  of  the  most  incredible  volcanoes 
on  the  planet  and  a  popular  tourist  destination. 
Also  beckoning  visitors  are  the  game  reserves  in 
Ujung  Kulon  National  Park,  also  in  Java;  the  old 
colonial  outpost  of  Bogor  near  Jakarta;  the 
superb  diving  sites  off  Manado,  known  as  one  of 
the  world's  most  beautiful  marine  parks;  the 
luscious  flora  and  fauna  in  the  highlands  of 
Sumatra;  and  Bandung,  also  called  "The  City  of 
Flowers"  and  "Paris  of  the  East."  There  is  also 
Ujung  Pandang,  formerly  Makassar,  known  as 
the  gateway  to  the  fabled  Spice  Islands. 
Indonesia's  newest  upscale  resort  area, 


Bintan  Island,  is  easily  accessible  from 
Singapore  by  air  or  via  a  45-minute  Catamaran 
ride.  The  most  beautiful  part  of  the  island  is 
Sedona  Hotel's  luxurious  new  resort,  Bintan 
Lagoon,  a  hideaway  designed  to  "restore  body, 
mind  and  spirit  to  their  rightful  owners."  On 
nearby  Batam,  a  former  mining  island,  new 
hotels  and  resorts  are  being  built,  mostly  by 
international  chains. 

For  those  limited  to  Jakarta,  there  is  no  scarcity 
of  attractions  to  occupy  a  visitor's  spare  time.  A 
quick  tour  of  the  entire  archipelago  can  be  made 
in  Mini  Indonesia,  which  showcases  the  regional 
architecture  of  its  27  provinces  —  including  the 
richly  decorated  Balinese  architecture. 

Some  of  the  most  exotic  orchids  in  the  world 
can  be  admired  at  Jakarta's  Orchid  Gardens.  And 
in  Condet,  a  protected  village  in  the  southern 
section  of  the  capital,  old  rural  ways  of  life  are 
on  display.  Also  in  the  capital,  the  Central 
Museum  displays  one  of  the  most  complete  col- 
lections of  bronze  objects  and  ceramics  dating 
back  to  the  Han,  Tang  and  Ming  Dynasties. 

Recent  figures  show  that  visitors  are  explor- 
ing less-known  destinations  in  Indonesia.  For 
example,  in  Surabaya,  passenger  arrivals  soared 
by  an  impressive  78%  in  the  first  eight  months 
of  1996. 

Aside  from  having  a  vast  array  of  interna- 
tional-standard accommodations,  reaching  the 
outer  regions  of  this  fascinating  country  is 
becoming  easier  with  the  introduction  of  many 
new  air  and  ferry  links.  Indonesia  now  boasts  at 
least  five  airlines,  including  flag-carrier  Garuda, 

Bromo  Mountain  National 
Park  (right),  Indonesian  beach 
resort  (bottom). 


which  provides  frequent  service  from  the  three 
main  air  hubs  — Jakarta;  Medan,  in  Sumatra; 
and  Ujung  Pandang,  in  Sulawesi  —  as  well  as 
a  host  of  other  domestic  airports. 

For  Americans,  getting  to  Indonesia  will 
soon  become  easier  with  United  Airlines  and 
Northwest  Airlines  both  preparing  to  offer  service 
here  via  Japan. 

If  government  projections  for  tourism 
arrivals  are  correct,  it  would  be  unwise  to  delay 
a  visit  to  Indonesia  for  much  longer.  By  the  year 
2005,  the  government  expects  as  many  as  11 
million  foreign  visitors  —  up  from  4.07  million 
for  the  period  1994  to  1995. 

A  large  percentage  of  the  traffic  will  be  gen- 
erated by  the  convention  and  incentives  market, 
which  has  been  growing  at  an  average  of  4.7%  a 
year.  The  largest  convention  and  meeting  cen- 
ters are  in  Jakarta  and  Bali,  which  together  host 
hundreds  of  events  each  year. 

"In  terms  of  quality  and  quantity.  Jakarta  is 
a  world-class  meeting  destination  with  excellent 
facilities,"  says  David  Hall,  consulting  executive 
director  of  the  Jakarta  Convention  Bureau.  "Our 
excellent  service  standards  and  competitive  pric- 
ing mean  that  we  are  very  well  positioned.  In 
fact,  we  regard  the  traditional  Indonesian 
approach  to  service  as  a  major  attraction  in  its 
own  right." 


Something  in  you  wants  a  world 
where  the  city  lights 

don't  shine  solely 
from  office  buildings. 
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Jakarta,  Indonesia. 

Over  17,000  islands  and  300  cultures  make  Indonesia  a 
world  all  its  own.  Jakarta,  its  capital,  gleams  with  all  the  signs 
of  a  cosmopolitan  city.  And  yet  the  city  lights  share  the  skyline 
with  the  modern  expressions  of  one  of  Asia's  most  culturally- 
rich  civilizations. 

Sprays  of  tiny  lights,  inspired  by  traditional  Betawi 
headdresses,  adorn  the  streets.  Impressive  monuments  carry 
on  a  tradition  of  sculpture  that  dates  back  centuries.  The  lively 
mix  is  everywhere.  Enjoy  a  bluesy  jazz  show,  or  a  shadow  play 
accompanied  by  a  gamelan  orchestra.  Shop  until  10  pm  in 
world-class  boutiques,  or  stroll  down  a  street  lined  with  relics 
from  the  past. 

Jakarta's  tropical  nights,  in  all  their  warmth  and  vibrance, 
await  you  when  you  visit  Indonesia. 

For  holiday  information,  mail  the  coupon  to: 
Indonesia  Tourism  Promotion  Board, 
PO  Box  9012,  East  Setauket,  NY  1  1733-9012. 


Mail  to  receive  our  free  brochure,  "Discover  Our  Islands. 


Name 


Street  Address,  Apt  #,  City 


State/Province.  Country,  ZIP/Postal  Code  AMFOK00C  JK 
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-A      WORLD      ALL      ITS      O  W  N  - 
Indonesia    Tourism    Promotion  Board 
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LiPPO  LIFE 

An  Industry  Leader 


Most  Americans  would  not 
give  a  second  thought  to 
taking  out  a  life  insurance 
policy,  hut  in  emerging 
economies  like  Indonesia,  the  practice  is 
still  relatively  new.  In  fact,  less  than  10% 
of  the  Indonesian  population  holds  life 
insurance  policies,  compared  to  more 
than  60%  in  most  developed  countries. 
Indonesian  policyholders  tend  to  he 
mostly  urhan  residents  who  take  out  rela- 
tively minuscule  coverage. 

Part  of  the  problem  of  selling  life 
insurance  to  Indonesians  is  that  promot- 
ing a  product  linked  to  mortality  makes 
people  feel  uncomfortable.  Another  is 
that  knowledge  of  such  financial  prod- 
ucts is  extremely  low. 

One  company  which  has  experienced 
incredible  success  at  popularizing  life 
insurance  in  Indonesia  is  Lippo  Life,  part 
of  the  Lippo  Group  of  companies. 
Strategic  planning  by  the  Group  has 
positioned  Lippo  Life  to  he  on  the 


5  Year  Financial  Highlights 

Rupiah  in  Billions 


660 

630 

600 

570 

540 

510 

480 

450 

420 

390 

360 

330 

300 

270 

240 

210 

180 

150 

120 

90 

60 

30 


Premiun  RfSI 


lol.il  In^ljhk-  rum 
Premium  ;in<l  Invest) 


ground  floor  at  the  start  of  one  of  the 
fastest-growing  industries  in  the  country. 
"Lippo  Life  is  the  industry's  star  per- 
former," says  Credit  Lyonnais  Securities. 

With  per  capita  income  reaching 
close  to  $  1 ,000,  more  consumers  are 
inclined  to  think  about  long-term  finan- 
cial security  and  life  insurance.  "This  is 
the  level  at  which  consumerism  and  life 
insurance  takes  off,"  said  James  T.  Riady, 
deputy  chairman  and  CEO  of  the  Lippo 
Group,  who  is  widely  credited  with  turn- 
ing the  13 -year-old  company  into  the 
fastest-growing  company  in  the 
Indonesian  life  insurance  industry,  with 
more  than  20%  of  market  share. 

Many  independent  analysts  rate  Lippo 
Life,  one  of  the  only  two  listed  life  insur- 
ance companies  in  the  local  stock  mar- 
ket, as  the  fastest-growing  life  insurance 
company  and  the  one  with  the  best 
prospects.  From  1990  to  1995,  Lippo  grew 
at  an  incredible  rate  and  is  expected  to 
continue  growing.  Compounded  annually, 
the  total  revenues  increased 
by  194%,  the  total  assets 
increased  by  180%  and  the 
total  net  income  increased 
by  167%. 

Lippo  Life  has  been 
given  high  marks  for  coming 
up  with  innovative 
approaches  toward  selling 
policies,  investing  its  funds 
wisely  and  running  a  tight 
ship.  Despite  tight  restric- 
tions on  investments,  in  the 
fiscal  year  ending  1995, 
Lippo  Life's  investment 
income  grew  by  183%.  In 
1996,  Lippo  Life's  net  profit  is 
expected  to  hit  48.8  billion 
rupiah  (approximately 
US$19.5  million),  up  from 
20.1  billion  rupiah  in  1995, 
or  an  amazing  143% 
increase.  "Lippo  Life  is  the 
most  efficiently  managed  life 
insurance  company  in 
Indonesia,"  says  Vickers 
Ballas  Tamara  Research. 

One  of  the  keys 
employed  to  move  policies  is 
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to  simplify  the  entire  process.  In  some 
instances,  Lippo  has  managed  to  reduce 
policies  from  several  pages  of  hard-to- 
read  language  to  only  one  page  —  as 
with  its  highly  successful  WARISAN 
(inheritance)  family  protection  policy. 
Little  wonder  then  that  the  firm  sells 
more  new  policies  than  anybody  else. 
Extensive  and  creative  promotional  car 
paigns  also  helped  transform  Lippo  and 
its  main  products  into  household  name, 

"We  introduced  a  whole  new  concep 
of  life  insurance,"  says  Billy  Sindoro,  thi 
company's  president  and  CEO,  previoui 
managing  director  of  Lippo  Bank.  "We 
are  recognized  as  the  most  innovative 
and  we  enjoy  the  strongest  recognition. 

Another  is  to  employ  various  distribu 
tion  channels,  especially  those  lowering 
acquisition  costs.  Lippo  Life  uses  traditio 
al  insurance  agents  as  well  as  Lippo  Banl 
more  than  300  branches  as  sites  to  place 
its  Life  Shops.  It  also  uses  Lippo  Financu 
Centers,  Lippo  Corporate  Centers  and 
Lippo  Life  "sales  clubs,"  which  have 
employees  of  the  Lippo  Group  and  their 
friends  and  relatives  sell  policies  in  their 
spare  time,  as  distribution  channels. 

Referring  to  the  synergy  employed  ir 
the  Group,  and  especially  in  Lippo  Life 
Sindoro  said,  "None  of  us  (alone)  is  as 
strong  as  all  of  us."  Lippo  Life,  as 
Indonesia's  leading  and  most  innovativi 
publicly  listed  life  insurance  company,  1 
the  widest  distribution  system,  which 
includes  131  national  sales  offices  in  36 
cities  throughout  Indonesia  with  a  5,20i 
strong  agency  and  sales  force. 

With  its  tremendous  growth 
prospects,  the  future  looks  anything  bu 
bleak  for  Lippo  Life,  and  the  insurance 
industry  in  general.  In  terms  of  the  ma| 
keting  innovation  demonstrated  by 
Lippo  Life,  no  one  matches  them.  Mot 
competitors  are  entering  the  market,  b| 
most  analysts  agree  that  Lippo  will 
remain  the  industry's  star  performer  in 
the  foreseeable  future. 


Win  LIVE  IN  an  old  tlependency  of  day  actuarial  tables  in  Stevens's  office  at  Hartford 
fandjMght,  wrote  Wallace  Stevens.  Byk  Insurance.  Today,  information  technology,  in 
*§ven  as  he  composed  this  verse,  tech-./S^Jl&f  its  guises  from  silicoirto  software,  is 
wo\o0/fin  the  form  of  electric  lights,  recon£^uring  the  structure  of  every  part  of 
autorrjpkffles,  and  X-ray  machines,  was  shat-  our|daily  JjKes,  creating  ne^Treedoms  and 
tering  that  dependency  and  rewriting  the    new  dependencies  we  barely  yet  imagine. 


Illustration  by  Jim  Ludtke 
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MICHAEL 

THE  FRONTIER  OF  THE  HEART 

SM  ALONE 


Nineteen  years  old  and  the  soda  fountain  girl  at 
Downs  Pharmacy,  Micky  Unruh  prepares  my  malt  as 
conscientiously  as  her  male  predecessors  did  for  my 
mother  sixty  years  ago,  my  grandparents  twenty  years 
before  that,  and  my  great-grandparents  at  the  begin- 
ning of  this  century. 

But  for  her  Nikes  and  digital  watch,  Micky  could  be  in  one 
of  those  lost  worlds.  Past  the  chrome-rimmed  stools  and 
zigzagged  Formica  counter,  none  of  the  appliances  she  uses 
to  make  lime  rickeys  or  BLTs  is  less  than  thirty  years  old.  There 
isn't  an  electronic  display  or  keyboard  to  be  seen.  Here  in  the 
heart  of  the  heartland,  she  seems  to  embody  that  part  of  Amer- 
ican life  still  untouched  by  the  electronics  revolution. 

"Do  you  have  a  computer?"  I  ask.  "No,"  she  replies.  Of 
course  not.  Here  at  Downs  Pharmacy,  amid  the  napkin  dis- 
pensers and  ketchup  bottles,  lies  a  tiny  oasis,  a  respite  from 
one  of  the  greatest  social  transformations  in  human  history. 

Micky  pauses  for  a  moment  to  wipe  away  an  invisible  wet 
spot  with  her  towel.  "Course,  I  use  a  computer  in  the  lab  at 
school  to  email  all  my  relatives." 

The  digital  age  has  fallen  upon  Enid,  Oklahoma,  a  prairie 
metropolis  of  forty-six  thousand  souls,  as  quietly  and  as  un- 
eventfully as  the  red  plume  of  dust  settles  to  the  road  behind 
a  passing  pickup  truck. 

Tlwo  doors  from  Downs  Pharmacy,  past  a  sewing 
shop,  and  sharing  an  equally  splendid  view  of  the  art 
deco  WPA-era  courthouse  with  its  statue  of  a  doughboy 
to  honor  the  World  War  I  dead,  sits  the  Computer  Con- 
nection store.  The  Computer  Connection  must  struggle 
to  survive — not  because  there  is  no  market,  but  because  Enid 
currently  has  at  least  seven  computer  stores.  And  that  doesn't 
include  the  stereo  stores  and  superstores  in  town  selling  PCs 
as  well.  In  fact,  until  recently,  there  were  three  computer  stores 
on  the  main  square  alone.  Now,  to  the  relief  of  the  others, 
the  biggest  of  the  stores  has  moved  to  the  new  side  of  town. 

On  this  day  the  Computer  Connection  is  having  a  sale: 
software,  CD-ROMs,  a  few  peripherals.  It  seems  that  these  few 
dozen  disks,  which  combined  carry  the  equivalent  of  most 
of  the  printed  books  in  the  Enid  Public  Library  a  block  away, 
are  already  so  obsolete  to  the  computer  owners  in  town  that 
their  prices  must  be  slashed  to  sell. 

The  Computer  Connection  is  also  offering  special  package 
prices  for  new  multimedia  computer  systems — Pentium 
computers  with  color  displays,  a  billion  bytes  of  disk  ^84 
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83  A  memory,  CD-ROM  drives, 
and  stereo  speakers.  Two  thou- 
sand dollars  for  more  computing 
power  than  an  entire  squadron  of  the  T-37  jet  trainers  that  reg- 
ularly fly  overhead  from  nearby  Vance  Air  Force  Base. 

Keith  Winter,  sixteen  years  old  and  a  junior  at  Enid  High, 
is  managing  the  store  today.  His  brother-in-law,  who  owns 
this  store  and  one  in  Dodge  City,  Kansas,  is  off  selling  a  pro- 
gram the  two  of  them  customized  for  use  in  livestock  auctions. 
"It  makes  running  an  auction  a  lot  easier,"  he  says.  "You  just 
put  in  the  tag  number  for  each  animal  and  it  does  the  rest,  like 
keep  track  of  bids." 

Keith  himself  is  a  Dodge  City  transplant.  He  describes 
Enid  as  "okay,  but  not  the  most  exciting 
place,"  and  he  dreams  of  studying 
law  at  OSU.  In  the  meantime 
he  works  afternoons  in  the 
store  after  putting  in  a 
day  at  school.  He 
uses  computers  at 
Enid    High,  he 
adds,  but  admits, 
"I'm  not  as  hard- 
core about  it  as 
some     of  the 
guys." 

The  store  does 
okay,  says  Keith,  but 
the  real  profits  lie  in 
the  sales  of  its  custom 
software,  as  well  as  large-volume 
computer  hardware,  software,  and  net 
work  equipment  purchases  by  local  school  districts. 
These  days,  however,  all  the  computer  stores  are  getting  ready 
for  the  next  big  thing:  the  Internet.  There  are  already  three 
service  providers  in  the  area,  and  it's  rumored  that  the  phone 
company  will  be  running  the  first  ISDN  lines  into  Enid  next 
year. 

"There's  a  lot  of  people  in  Enid  who  want  to  go  on  the  Net," 
says  Keith  with  a  teenager's  emphasis.  "I  bet  I  get  six  phone 
calls  about  it  a  day." 

LAND-HUNGRY  PIONEERS 

In  THE  SQUARE  sits  the  Enid  Public  Library,  its  1960s  archi- 
tecture a  sad  successor  to  the  classical  stone  Carnegie  library 
it  replaced. 

Even  on  a  Monday  afternoon  in  August,  the  place  is  busy 
with  pensioners  reading  newspapers,  children  studying  picture 
books,  and  young  men  and  women  searching  the  want  ads. 

On  the  second-floor  mezzanine  sit  the  computers:  PCs, 
an  Infotrac  Magazine  Index,  and  CD-ROM  players,  as  well  as 
a  programmable  Xerox  machine.  All  of  this  hardware  and  soft- 
ware gives  the  Enid  Public  Library  more  books  and  magazines 
(though  many  are  now  virtual)  than  the  best  big-city  libraries 
of  fifty  years  ago. 

The  computers  were  set  up  by  Mike  Murray,  a  Michigan 
native.  Trained  as  a  computer  scientist,  he  found  work  in  Enid 
as  the  reference  librarian  and  moved  here  with  his  wife  and 


four  children.  "I  like  it  here,"  he  says.  "It's  quiet." 

Near  all  the  electronics  is  the  historical  reference  collec- 
tion, called  the  Marquis  James  Room  after  the  Enid  resident 
who  left  for  New  York  and  a  measure  of  literary  fame  in  the 
1930s.  He  was  Enid's  most  famous  son,  before  Apollo  astro- 
naut Owen  (Harriott.  James's  two  Pulitzers  are  on  the  wall  in 
the  room,  as  are  pictures  of  old  Enid,  including  ones  of  my 
grandmother's  old  elementary  school,  long  since  demolished. 
There  are  also  numerous  images  from  the  turn  of  the  century, 
when  Enid  was  a  boomtown — a  wild  combination  of  Dodge 
City  and  Silicon  Valley,  burning  through  fortunes  as  fast  as  the 
rest  of  the  country  burned  through  gasoline  in  their  new  flivvers. 
But  the  real  story  of  Enid,  told  over  and  over  in  the  books 
and  images  in  the  collection,  is  that  of  the 
Cherokee  Strip  Land  Rush.  It  be- 
gan a  dozen  miles  south  of 
town  as  thousands  of 
and-hungry  pioneers 
swept  up  to  and 
around  what  is 
now  the  city  limits 
in  their  race  to 
stake  out  free  1 60- 
l  acre  plots  of 
prime  farmland. 
In  the  collec- 
tion there  are,  of 
course,  numerous 
copies  of  the  famous 
photograph  of  the 
start  of  the  rush,  one  of  the  few 
great  images  of  action  of  the  nineteenth 
century.  It  is  straight-up  noon  on  September  16, 
1893,  the  pistol  has  just  fired,  the  rope  falls  and  scores  of 
settlers,  on  horseback  and  in  wagons  and  buggies,  race  for- 
ward in  a  blur  of  dust,  wheels,  and  hooves. 

In  the  middle  of  the  photograph  is  a  rider  hunched  astride 
a  dappled  gray  horse  as  it  bursts  into  a  gallop.  That  man  may 
well  be  my  great-grandfather,  Charles  Hasbrook. 

According  to  family  legend,  Charlie's  father,  Abraham 
Hasbrook,  was  a  child  on  a  wagon  train  to  Oregon  when 
Indians  attacked  and  murdered  his  parents.  As  was  often  done, 
Abraham  was  taken  up  by  another  family  in  the  wagon  train, 
the  Hasbrooks,  and  raised  as  their  own. 

Charlie  was  born  in  1868  in  Sheridan,  Oregon.  When  he 
was  twelve,  the  family  moved  to  Concordia,  Kansas,  then  four 
years  later  back  to  Oregon,  leaving  Charlie  behind  to  finish 
school.  By  1890,  young  Charles  was  working  on  a  surveying 
team  for  the  Rock  Island  Railroad  laying  out  the  grade  for  the 
new  line  that  would  run  from  the  Black  Hills  of  South  Dakota 
to  a  terminus  at  Darlington,  in  the  Oklahoma  Territory.  Not 
coincidentally,  this  was  the  same  route,  the  Cimarron  Trail, 
used  for  twenty  years  by  Texas  cowboys  bringing  cattle  to  mar- 
ket. Rock  Island  wanted  that  business,  and  Charles  Hasbrook 
was  one  of  those  assigned  to  find  a  way  to  do  it. 

One  hundred  fifty  miles  south  of  Wichita,  the  crew  stopped 
to  rest  at  a  small,  spring-fed  lake.  The  spot  had  sustained  the 
local  Indians  for  centuries,  often  serving  as  a  campground,  ^86 
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84  M  not  just  for  the  water  but 
because  tribal  legend  claimed  that 
no  tornado  had  ever  touched 
down  there  (nor  has  one  to  this  day).  Cowboys  also  regularly 
stopped  there  to  water  their  cattle  and  horses. 

Sick  of  drinking  muddy  red  water,  Charles  and  his  crew 
took  an  old  barrel  and  sank  it  in  the  pond  as  a  skim  filter  for 
clear  water.  On  the  prairie,  even  as  late  as  the  last  decade 
of  the  nineteenth  century,  the  technology  of  a  water  barrel 
could  still  change  history.  Soon  travelers  and  stagecoaches 
were  stopping  at  the  pond,  as  did  trains  traveling 
the  tracks  Charlie  had  surveyed. 

Enid  was  founded  there,  but  Charles 
Hasbrook  had  long  since  moved  on 
Eleven  miles  to  the  south  he  had  ford- 
ed a  tributary  of  the  Cimarron  Riv 
er  in  the  shade  of  a  stand  of  Cot- 
tonwood trees — and  decided  that 
if  ever  this  region  were  opened 
to  settlers  he'd  return  to  claim 
this  land. 

That's  why,  three  years 
later,  at  noon  on  September 
16,  1893,  he  joined  the  hun- 
dred thousand  other  settlers 
at  the  starting  line  of  the 
Cherokee  Strip  Land  Rush. 
He  was  in  the  saddle  of  the 
gray  racehorse,  which  he'd 
shipped  by  train  to  the  site.  He 
needed  a  fast  horse  because,  of 
all  the  6.3  million  acres,  his 
dream  land  was  very  close  by. 
That  night,  two  miles  north  of  the  \" 
starting  line,  he  slept  beneath  the  Cot- 
tonwood trees  on  his  new  160-acre 
quarter  section  of  red  dirt  farmland.  A 
few  days  later  he  lined  up  with  thou- 
sands of  others  to  file  his  claim  at  the  land  office, 
located  almost  exactly  at  the  site  of  the  Enid  library,  where  I 
now  stand. 

OLD  HASBROOK  FARM 

It  is  ninety-six  degrees  and  thunderheads  are  building  up 
to  the  west  in  the  Texas  Panhandle  as  my  rental  car  throws 
up  that  red  dust  on  the  road  to  the  old  Hasbrook  farm.  My 
car,  a  new  Chevrolet,  contains  five  or  six  microprocessors  and 
microcontrollers,  in  everything  from  the  engine  computer  to 
the  cassette  deck,  each  of  them  performing  more  calculations 
in  my  fifteen-minute  race  down  this  road  than  all  the  scribes 
and  bookkeepers  in  the  world  performed  for  the  entire  year 
of  1895. 

I  drive  down  this  road  at  fifty  miles  an  hour,  tiny  micro- 
computers adjusting  the  advance  on  engine  timing,  chang- 
ing the  mix  in  the  fuel  injectors,  keeping  the  filtered  air  around 
me  at  sixty-eight  degrees  and  holding  the  radio  in  tune  on  a 
AAA  baseball  game  being  transmitted  into  the  atmosphere  four 
hundred  miles  away.  1  am  wearing  tennis  shoes  designed  on 


First  Family:  The  Hasbrook  family 
c.1905,  including  Charles  (center),  Mary  (left), 
and  Theresa  (right). 


computer  and  sewn  together  half  a  world  away,  jeans  that  were 
cut  and  sewn  by  robots,  and  a  T-shirt  with  the  corporate  logo 
of  a  software  company  that  has  just  gone  public  on  a  stock 
exchange  that  itself  exists  only  on  computer. 

As  I  drive  the  fifteen  minutes  down  a  road  it  took  the 
Hasbrooks  a  half-day  to  traverse  by  wagon,  I  pass  farmers — 
Charlie's  spiritual  descendants  as  I  am  his  genetic  one — 
driving  trucks  with  comparable  processing  power  to  my  car's, 
or  riding  combines  and  harvesters,  which,  with  their  cell 
phones,  desktop  computers  with  wireless  modems  and  CD 
players,  have  even  more. 

Charles  Hasbrook  lived  in  a  dugout,  a 
cave  he'd  dug  into  the  riverbank  with  a 
wooden  door  on  the  front.  It  was  to  this 
literal  hole  in  the  ground  that  he 
brought  his  wife,  Mary.  And  it  was 
here  my  grandmother,  Theresa, 
k    spent  her  infancy.  Standing  at 
&    that  door,  I  can  imagine  my 
grandmother's  hungry  cries 
joining  the  sound  of  wild  tur- 
keys and  magpies  in  the  air. 

Looking   up   from  the 
bank,  I  see  the  house  my 
great-grandfather  built  by 
hand  with  the  help  of  a 
bachelor  neighbor,  a  onetime 
carpenter   named  Hayes. 
Hayes  was  happy  to  help:  Just 
a  few  months  before,  a  prairie 
fire  had  come  sweeping  down 
from  the  north  and  threatened 
Hayes's  new  house.  Charlie  Has- 
brook had  jumped  on  his  race- 
horse, ridden  around  the  fire  and 
found  Hayes  cutting  green  fodder  as 
a  firebreak.  "It  won't  work!"  Charlie 
yelled  as  he  rode  up.  He  convinced 
Hayes  instead  to  build  a  backfire  literally  at 
the  front  porch  of  his  house. 

As  the  wildfire  approached,  the  two  men  soaked  every  blan- 
ket, piece  of  bedding,  and  burlap  bag  they  could  find  and  hung 
them  on  the  walls  of  the  house  and  outbuildings.  The  fire 
burned  through.  The  house  and  the  men  survived. 

Time  did  to  the  Hayes  house  what  the  fire  couldn't.  But  the 
Hasbrook  house  still  stands.  The  porches  have  collapsed,  the 
architectural  details  have  long  since  been  torn  off  by  people 
desperate  for  a  bit  of  handcraft  in  a  world  of  mass-produced 
goods.  But  the  structure  itself,  with  its  adzed  frame  and  hand- 
joined  joists  and  stairs,  is  still  sturdy  enough,  thirty  years  af- 
ter it  was  abandoned,  to  bear  up  under  the  occasional  curious 
cow  that  wanders  upstairs. 

LIGHTS  OF  THE  BIG  CITY 

The  generation  of  the  five  children  who  lived  in  this  house, 
the  children  of  the  last  century's  turn,  may  have  known  more 
change  than  any  in  human  history.  Theresa  Madora  Hasbrook, 
my  grandmother,  a  beautiful  but  solemn  girl,  began  her  ►## 
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86  -4  life  staring  at  the  dirt  walls 
of  the  cave  and  lived  long  enough 
to  watch  men  shuffle  in  the  dust 
of  the  moon.  Her  first  ride  was  in  a  wagon,  drawn  by  Char- 
lie's old  racehorse;  her  last,  as  a  frail  body  in  a.  casket,  was  in 
a  737  bringing  her  home  from  Florida. 

The  tiny  front  room  of  the  farmhouse,  now  ruled  by  a 
giant  garden  spider  and  a  consortium  of  hornets,  was  my  great- 
aunt  Hazel's,  the  baby  of  the  family.  Now  nearing  nine.ty  and 
fading  slowly  into  forgetfulness,  she  lives  in  a  retirement  home 
in  Enid  a  few  blocks  from  stereo  stores  and  computerized 
gas  stations,  her  own  condo  guarded  by  electronic  alarms.  She 
spends  much  of  her  time  watching  cable  television. 

Charles  and  Mary  Hasbrook  spent  forty- 
five  years  on  the  farm,  which  quickly 
grew  to  320  acres,  before  old  age 
drove  them  into  town.  In  the 
intervening  years  they  had 
watched  as  each  piece  of  . 
farm  equipment  was 
transformed  in  its 
turn.  By  the  early 
years  of  the  centu- 
ry, many  of  the 
horse-drawn 
harvesters  and 
threshers  had  been 
replaced  by  giant 
steam  machines. 
The  first  automobiles 
could  be  heard  coming 
for  miles  away  down  the 
road.  And  a  suddenly  irre- 
placeable new  machine,  the 
tractor,  appeared  in  one  field  after 
another. 

This  new  technology  changed  the 
rules  of  farming  and  rewarded  those  forward-looking  indi- 
viduals who  mastered  them.  One  of  the  new  breed  of  farmers, 
a  man  from  Texas  named  Collins,  moved  in  next  door  in  1910 
and  proceeded  to  make  himself  a  small  but  tidy  bankroll.  A 
man  with  a  big  mustache  and  an  even  bigger  stomach,  Sylvester 
Collins  had  five  strapping  sons,  all  of  them  six  feet  or  taller. 

As  was  not  unusual  in  that  hermetic  world,  the  boy  and  girl 
next  door  fell  in  love,  and  Theresa  Hasbrook  married  the  old- 
est Collins  boy,  Arthur,  in  1917.  That  year  the  same  technol- 
ogy boom  that  made  Sylvester  Collins  wealthy  took  its  pay- 
ment. In  France  his  second  son,  John,  died  of  pneumonia  after 
being  gassed  at  the  front.  He  is  one  of  the  dead  honored  by 
that  doughboy  statue. 

Art  and  Theresa  had  five  children,  the  first  four  of  them 
daughters  and  the  first  two  born  at  the  Collins  farmhouse,  now 
marked  only  by  a  pair  of  trees  in  the  middle  of  a  plowed  field. 
The  second  daughter  was  my  mother,  Lela  Nadiene.  She  still 
remembers  her  excitement  as  a  child  when  she  returned  to  the 
simple  world  of  the  Hasbrook  house,  with  its  gas  lamps  and 
privy,  and  the  gray  horse,  now  ancient  and  spavined,  calmly 
chewing  hay  by  the  barn. 


Oklahoma  Gothic:  the  Hasbrook 
homestead,  c.1903.  The  aging  gray  racehorse 
can  be  seen  on  the  right. 


The  newlyweds  stayed  on  the  Collins  farm  for  three  years, 
then  moved  to  town.  The  lights  of  the  big  city,  visible  now  on 
the  horizon,  drew  them.  In  those  thirty  years  since  the  land 
rush,  Enid  had  become,  in  the  words  of  one  historian,  "the 
most  wide-open  town  in  America."  Oil  had  done  to  Enid  what 
gold  had  done  to  San  Francisco,  silver  to  Denver,  and  what 
silicon  would,  one  day,  to  San  Jose.  Electrified  by  1902,  Enid 
became  a  town  of  saloons  and  hotels,  wildcatters  and  sales- 
men, where  a  man  claiming  to  be  John  Wilkes  Booth  came 
to  die  and  where  Clyde  Cessna's  first  airplane  was  born. 

My  grandparents  found  a  new  house  in  a  new  neighbor- 
hood just  south  of  downtown,  and  as  the  1925  Enid  com- 
mercial directory  attests,  Art  Collins  took  work  as  a  delivery 
truck  driver  for  C.  E.  Loomis  Furniture.  He 
and  Theresa  kept  an  impeccable  house, 
the  flowers  on  the  porch  well 
tended,    the    lawn  always 
clipped. 

It  was  a  good  life.  The 
kids  were  healthy.  Jobs 
were  plentiful,  thanks 
to  the  oil  boom. 
And  Phillips  Petro- 
leum was  pouring 
money  into  the 
local  economy. 
Then  the  Great 
,   .     Depression  rolled 
over  the  town  with 
the  darkness  and  fury 
of  one  of  the  great  Dust 
Bowl  storms  that  hit  the 
town  a  few  years  later.  And 
like  the  fine  red  dust,  no  mat- 
ter how  tighdy  Art  and  Theresa  sealed 
the  windows  of  their  house,  the  hard 
times  seeped  in  and  piled  on  the  sills 
and  thresholds. 

By  1930,  Art  was  holding  several  jobs  at  a  time,  and  even 
then  the  family  would  have  gone  hungry  were  it  not  for  fresh 
vegetables  and  eggs  coming  from  the  two  farms.  My  grand- 
mother, driving  the  eggs  into  town  one  day,  ran  the  car  off  a 
bridge,  broke  the  eggs,  and  was  so  stricken  with  guilt  she  nev- 
er drove  again.  The  daughters  passed  down  clothes,  saved  a 
nickel  for  the  movies,  and  gave  sandwiches  to  the  growing  army 
of  hoboes  who  strolled  down  the  street  in  front  of  the  house,  from 
the  railroad  tracks  to  downtown. 

Disaster,  always  waiting,  struck  in  1934.  Progress  again  took 
payment.  Art,  working  as  night  clerk  at  the  Youngblood  Hotel, 
was  checking  the  upstairs  floors  when  he  stepped  into  an 
elevator  shaft,  which  had  hot  been  properly  lighted — its  cage 
door  left  open.  He  fell  three  stories,  like  a  living  pinball  that 
missed  all  the  flippers.  He  was  only  saved  by  crashing  into  the 
rubber  bumper  at  the  bottom  of  the  shaft.  He  crushed  his  right 
shoulder  and  broke  his  left  leg  in  two  places.  He  took  a  year 
to  recover;  the  family  was  saved  only  by  the  regular  deliver- 
ies from  the  farms. 

In  1939,  Charlie  and  Mary  Hasbrook  moved  to  town,  ^90 
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H8^  following  the  Collinses  by 
almost  a  decade.  Both  couples 
moved  just  a  block  from  their 
children,  and  their  grandchildren  often  visited  on  the  way  to 
and  from  school.  The  economy  was  nearly  restored  now, 
though  Enid  was  still  recovering  from  the  shock.  The  girls  were 
now  at  Enid  High  School. 

The  four-story  brick  school,  looking  almost  like  the  stage 
set  of  a  traditional  Midwest  high  school,  has  changed  little 
on  the  outside.  Inside  much  is  the  same  as  well.  Display  cases 
show  trophies  as  old  as  1925  and  as  new  as  last 
term.  The  floors  are  still  linoleum,  the  class- 
rooms still  have  ceiling  fans  and  doors 
with  transoms  and  window  curtains. 
And  on  one  wall  I  find  a  picture  of 
my  mother,  class  of  1939.  But 
when  I  stop  a  student  to  ask 
where  the  computer  lab  is,  she 
replies,  "Which  one?"  Indeed, 
I  find  three:  Beyond  the  oak 
wainscoting  and  closets  and 
the  ancient  pencil  sharpener 
stand  rows  of  tables  bearing 
two  dozen  486  PCs. 

There  are  other  signs  of 
the  revolution  here  as  well: 
VCRs,  an  electronic  security 
keypad  on  the  door  to  the 
athletic  director's  office,  a 
computerized  message  display 
near  the  front  entrance.  As  I 
pass  a  roomful  of  teachers  in 
summer  training,  I  hear  one  say, 
"I  gotta  check  my  email." 

Nine  hundred  one  South  Wash 
ington  is  now  an  old  house  in  a  tired 
section  of  Enid.  As  I  ring  the  doorbell,  I 
note  that  the  porch  is  now  gone  and  there 
isn't  a  flower  in  sight.  I  can  hear  a  television  in-  v 
side.  As  I  wait  I  notice  the  drainage  ditch  out  front.  My  mother 
stood  right  where  I  am  and  caught  her  first  glimpse  of  my 
father,  a  blind  date,  as  he  and  his  future  father-in-law  knelt  in 
the  ditch  trying  to  spot  in  the  culvert  under  the  driveway  "the 
biggest  damn  raccoon  I  ever  saw." 

My  father,  one  of  a  long  line  of  slightly  dangerous,  ever 
moving,  recklessly  charming,  and  often  self-destructive  Irish- 
men, had  just  returned  from  using  an  early  analog  comput- 
er— the  Norden  bombsight — to  destroy  the  cities  of  Germany. 
Now  he  would  take  my  mother  away  from  this  doorway  to  the 
great  cities  of  the  world,  first  as  the  wife  of  an  intelligence 
agent,  then  as  a  perpetual  tourist.  He  would  finally  settle  her 
in  Sunnyvale,  California,  in  Silicon  Valley,  in  the  heartland  of 
a  new  era,  and  he  would  learn  computers  in  middle  age  with 
some  of  the  young  men  down  the  street  who  would  start  the 
personal  computer  revolution. 

But  the  other  daughters  and  the  only  son  stayed  either  in 
Enid  or  in  smaller  towns  a  few  hours'  drive  away.  My  Aunt 
Aliene,  the  eldest,  married  my  Uncle  Delbert  and  they  opened 


Daughter  of  a  New  Century: 

Theresa  Madora  (Hasbrook)  Collins 
as  a  young  wife,  1920. 


an  appliance  store.  In  late  1949,  they  bought  the  first  televi- 
sion set  in  Enid.  Mary  Hasbrook  had  died  that  summer  and 
Charlie  was  hospitalized.  Aliene  and  Delbert  wanted  the  TV 
set  for  Charlie  when  he  came  home,  so  that  he  could  watch 
his  favorite  radio  show,  the  Friday  night  fights,  for  the  first 
time.  But  Charlie  never  came  home.  He  died  peacefully  in  the 
hospital,  surrounded  by  his  family.  His  name,  with  Mary's, 
is  on  a  tile  at  the  Cherokee  Strip  Museum. 

Aliene  and  Delbert  soon  became  well-off  selling  TVs  and 
installing  aerials  all  over  Enid.  Now  retired,  they  live  in  an  air- 
conditioned  double-wide  trailer  at  Keystone  Lake 
on  the  road  to  Tulsa.  Delbert  plays  his  elec- 
tronic organ  sometimes,  but  mostly  he 
channel-surfs  the  two  hundred  TV  sta- 
tions available  on  his  dual  satellite 
dishes.  In  the  autumn  he  loads  an- 
other dish  on  the  trailer,  and  he 
and  Aliene  head  for  northern 
Oklahoma,  where  he  watches 
{    the  world  and  hunts  with 
crossbow  or  black  powder. 
Late   one   night,  back 
home,  Delbert  uses  his  com 
puter  ground  stations  to  race 
across  the  spectrum,  show 
ing  me  the  raw  news  feeds 
that  give  him  more  inside  in- 
formation than  I  ever  had 
sitting  in  a  newspaper  news- 
room. Then  Delbert  confides 
to  me  that  he  is  thinking  of 
adding  a  third  dish  to  pick  up  the 
KU  band.  "That's  a  hundred 
more  stations,"  he  says  with  a  grin. 
The  door  to  my  grandparents' 
V    house  finally  opens,  to  an  oversized  TV 
screen  and  the  loud  music  of  a  Christian 
revival  station.  Olga  Padilla,  who  lives  there 
now,  warily  keeps  the  screen  door  closed. 
I  see  three  children. 

Olga  and  her  husband  took  over  the  South  Washington 
house  after  my  grandparents  died  as  part  of  an  urban  home- 
steading  program  designed  to  revivify  old  housing  districts  by 
making  financing  available  to  low-income  buyers.  The  sole 
condition  was  that  they  keep  up  the  home,  something  the 
Padillas  have  largely  done,  if  not  with  the  care  that  my  grand- 
parents did. 

I  ask  Ms.  Padilla  if  she  has  anything  electronic  in  her  house. 
She  can't  quite  think  of  anything — not  because  she  doesn't 
know,  I  learn,  but  because  like  most  people  she's  never  thought 
about  it.  In  time  we  come  up  with  a  list:  VCR,  cable  TV,  dig 
ital  watches,  a  microwave  oven,  an  electronic  stove,  air-con- 
ditioning, Super  Nintendo.  No  computer?  "I  wish,"  says  Ms. 
Padilla.  Mariana  Padilla,  thirteen,  joins  her  mother  in  the 
doorway  to  add  that  she  uses  computers  in  class  at  Emerson 
Junior  High. 

My  grandparents'  house  now  has  more  computing  power 
than  NASA  did  that  day  my  grandparents  sat  on  the  ^92 
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90^  mohair  sofa  with  the  doily 
antimacassars  and  watched  Neil 
Armstrong  step  out  on  the  moon. 
As  I  drive  away  I  see  a  freight  train  passing  a  few  blocks 
away.  Instead  of  hoboes,  it  bears  a  three-foot-tall  bar  code 
on  its  side  to  be  read  by  computer-driven  optical  character 
readers  along  the  way  to  its  destination. 

BOOM  AND  BUST 

"The  downtown  is  pure  Norman  Rockwell,  man,"  says  Jim 
Ferree,  Enid's  city  manager  since  1990.  He  laughs  at  the 
comment  with  Chris  Henderson,  the  city's  di- 
rector of  community  development.  Both 
men  have  the  cocky,  jokey  manner,  the 
"I'll  buy  the  first  round  tonight  at  the 
country  club"  style  of  big  men  in 
small  towns  everywhere. 

Ferree  once  had  Henderson's 
job.  He  arrived  in  Enid  just  in 
time  to  oversee  the  most  eco- 
nomically explosive  time  in 
Enid  in  decades.  For  thirty 
years  after  the  war,  Enid  had 
been  prosperous,  happy — 
and  dying.  It  gained  things 
that  didn't  matter — more  tall 
buildings  downtown,  new  shops 
and  stores,  and  the  signature  gi- 
ant grain  elevators  on  the  North 
Side.  And  it  missed  things — an  in- 
terstate by  twenty-eight  miles,  a  major 
university — that  did.  As  the  city  became 
momentarily  famous  for  turning  on  all  of 
its  lights  on  an  August  night  in  1973  to  be 
seen  by  Owen  Garriott  Jr.  as  his  space  cap- 
sule flew  overhead,  it  had  already  ceded  its  economic  power 
to  upstarts  like  Tulsa,  Stillwater,  and  Norman. 

Then,  like  a  miracle,  the  oil  boom  hit.  "We  were  process- 
ing tour  hundred  building  permits  per  year,"  says  Ferree,  "and 
we  still  ran  out  of  places  for  people  to  live.  Folks  were  in  tents 
in  the  park.  Unemployment  fell  to  almost  zero,  the  lowest  in 
the  entire  nation." 

It  was  as  if  the  exciting  old  days  had  come  back  at  last.  Then 
as  quickly  as  it  came,  the  boom  collapsed.  By  1983,  Enid  was 
in  free  fall.  "We  lost  10  percent  of  our  population,  five  thou- 
sand people,  in  the  following  decade,"  says  Ferree.  "We're  still 
coming  out  of  it." 

What  saved  the  town,  Ferree  admits,  was  a  retail  mall,  the 
first  in  the  region.  But  it  was  a  devil's  pact.  "When  you're  hun- 
gry you  take  what  you  can  get,"  says  Ferree.  The  Oakwood 
Mall  and  its  new  neighbors — Wal-Mart,  Kmart,  Hardee's,  and 
Homeland — tore  the  guts  out  of  Enid's  downtown,  as  they  did 
to  downtowns  across  America.  Enid's  town  square  became  a 
ghost  town  of  empty  storefronts  and  locked  doors. 

Walking  the  Oakwood  Mall,  it  is  obvious  why  it 
triumphed.  The  classic  shopping  mall  of  the  1980s  was  a  nexus 
of  all  of  the  latest  mass  technologies:  ample,  well-lit  parking 
lots,  climate-controlled  promenades,  the  color  and  glitter  of 


Into  the  World:  Nadiene  (Collins) 
Malone  as  a  new  wife,  1 949. 


food  and  gifts  in  walkway  kiosks,  the  cacophony  and  flash  of 
a  thousand  TV  screens  and  stereos.  Every  morning  for  years, 
as  blizzards  blew  or  the  sun  scorched  outside  the  tinted  win- 
dows, my  great-aunts  and  great-uncles,  the  children  of  Char- 
lie and  Mary,  Sylvester  and  Allie,  walked  these  promenades 
for  their  morning  exercise,  passing  their  children,  grandchil- 
dren, and  great-grandchildren  as  they  shopped,  flirted,  or 
stared  out  of  baby  carriages. 

But  what  technology  first  offers  the  collective  it  then  takes 
back  to  give  to  the  individual.  Despite  the  dire  predictions  of 
their  eventual  commercial  hegemony,  the  big  malls  and 
megastores  aren't  doing  quite  as  well  these  days, 
while  more  cars  drive  through  the  city  cen- 
ter today  than  have  been  seen  there  in 
years. 

Standing  in  Oakwood  Mall, 
clues  to  the  sudden  reversal  are 
as  obvious  as  the  Macintoshes 
that  peek  out  between  the  air 
conditioners  at  Rex  TV  & 
Appliances.  A  few  doors  away, 
at  Waldenbooks,  manager 
A.  J.  Shorter  says,  "Oh  yeah, 
we've  got  a  lot  of  computer 
books — though  not  as  many 
as  I'd  like.  We  get  a  lot  of  peo- 
ple coming  in  for  that  first  text 
on  Windows  95." 
Nearby,  Bill  Diedrich,  retired  as 
a  petty  officer  first  class  after  twenty 
years  in  the  navy,  is  searching  the  rack 
for  past  copies  of  Dr.  Dobbs  and  Mac- 
Home  and  for  this  month's  Windows  95 
magazine.  He  and  his  wife  live  nearby  in 
Marshall,  population  288 — the  closest  town 
to  where  Charlie  Hasbrook  staked  his  claim,  and  the  town 
name  on  my  mother's  birth  certificate.  Diedrich  says  his  wife, 
the  town  postmaster,  wants  to  use  their  new  Packard  Bell 
Pentium  PC  for  mailing  labels,  "but  me,  I  definitely  want  to 
use  it  to  go  on  the  Net." 

There  may  be  five  thousand  computers  in  Enid,  if  you  in- 
clude the  many  at  Vance  Air  Force  Base.  Not  a  vast  number, 
but  enough  to  support  those  seven  retailers.  And  to  buy  all  of 
those  computer  magazines  and  books  sold  in  bookstores  and 
supermarkets  all  over  town.  And  enough  to  create  enough 
hard-core  computer  sophisticates  to  understand  the  big 
electronic  sign  on  the  Computers  &  More  store  that  reads: 
"SIMMS. ..Twenty-four  Pin  Printer... Memory  Blowout."  And 
it  is  enough  that  you  notice  computers  everywhere  you  go, 
from  the  laptop  in  city  manager  Ferree's  office  to  the  one  used 
for  reservations  at  the  Ramada  Inn.  In  Enid's  promotional 
brochure  a  local  print  shop  prominently  displays  its  Internet 
address,  while  the  course  catalog  for  little,  now  age-worn 
Phillips  University  lists  numerous  computer  courses. 

It  is  also  enough  computers  to  counterattack  the  forces  of 
homogenization  wrought  by  the  previous  generation  of 
computers.  Back  at  the  town  square,  in  almost  every  shop, 
even  the  Olden  Daze  Antiques  Mall,  one  can  see  PC  ^94 
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The  new  Club  World  seat.  A  huge  improvement. 


British  Airways  

'J/he  WOrlds  fEVOUritC  airlinC*^^^^^  Introduced  throughout  this  year.  ©19%  British  Airways 
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92^  screens  glowing  amid  the 
discount  furniture  and  Fenton 
glass.  At  Downs  Pharmacy,  own- 
er Ray  Downs  has  kept  his  ninety-two-year-old  business  alive 
against  the  depredations  of  the  big  supermarket  pharmacies 
by  combining  computerized  records  with  personal  service. 
"Service  is  our  edge  over  the  Wal-Marts,"  he  says.  "I'll  come 
down  here  on  weekends  or  at  night  to  fill  an  order."  That  was 
enough  to  keep  Downs  open  when  the  other  two  drugstores 
on  the  square  failed — and  he  inherited  their  clients. 

"I  was  a  computer  operator  in  the  army,"  he  says. 
"Worked  on  the  old  IBM  407."  He  laughs,  "I  re- 
member that  it  could  store  a  cool  twenty  char- 
acters." Now  he  has  two  computers,  one  for 
ordering  pharmaceuticals  and  storing 
prescription  records,  the  other  for 
keeping  the  books. 

But,  he  adds,  it  isn't  getting  any 
easier.  Against  the  relentless  pace  of 
technological  innovation,  there  can 
be  no  rest.  Just  as  the  downtown  is 
coming  back,  small  pharmacies  are 
under  assault  from  a  new  collec- 
tivizing force  in  computers:  the  gi- 
ant databases  of  HMOs  and  their 
hunger  for  data  links  with  the  large 
drugstore  chains. 

He  smiles  a  sad  smile,  "I  tell  myself 
that  if  I  can  hold  out  for  just  eight  more 
years,  this  store  will  be  a  hundred  years  old. 
Then  I  can  retire." 


instructions  per  second  of  processing  power,  more  than  the 
largest  computer  in  the  world  had  twenty  years  ago. 

Now  extrapolate  out  to  all  of  Enid's  homes  and  business- 
es and  cars,  and  don't  forget  to  add  in  all  the  computerized 
appliances  in  the  hundred  new  homes  built  every  year,  and 
the  new  $100,000  intranet  system  going  in  at  Town  Hall,  and 
the  Link  trainer  fighters  over  at  Vance  AFB,  and  the  sensors 
out  at  the  Phillips  Petroleum  refinery  on  the  edge  of  town, 
and  the  streetlights,  and  stoplights,  and  air  conditioners,  and 
patient-monitoring  systems  at  the  hospitals,  and  the  ATMs 
and  automatic  gas  pumps  and  the  lottery  machines  at  the 
gas  station  mini-marts,  and  the  videogame  arcades, 
and  the  cash  registers,  and  credit  card  read- 
ers...and  on  and  on  in  a  blinding  dust 
storm  of  applications.  And  when  you  are 
done  you  come  up  with  a  raw  estimate 
of  Enid's  total  computer  power:  near- 
ly a  trillion  instructions  per  second. 
That  is  equal  to  all  the  computing 
power  in  the  world  just  twelve 
years  ago,  the  year  the  Apple  Mac- 
intosh was  introduced.  It  is  enough 
computing  power,  if  fully  tapped, 
to  completely  change  every  single 
event  in  Enid  forever,  and  yet  it  will 
double  and  double  again  by  the  end 
fl         V    of  the  century. 

V 


ELECTRONIC 
REVOLUTION 

Chris  Henderson,  the  city's  director  of  community  devel- 
opment, knows  most  of  the  numbers  by  heart.  Enid  has  twen- 
ty-two thousand  residential  houses,  1,800  commercial  and  in- 
dustrial buildings,  and  fifteen  municipal  buildings,  including 
the  Martin  Luther  King  Jr.  municipal  complex  where  we  now 
sit.  City  residents  also  own  fifty-three  thousand  automobiles. 
There  are  nearly  three  thousand  students  at  Phillips  Univer- 
sity and  at  the  town's  rapidly  growing  vocational  schools.  And 
two  hospitals  with  a  total  of  429  beds.  There  is  also  a  cable 
television  system  that  carries  a  local  public-access  station. 

Buried  within  these  figures  is  the  real  electronic  revolution 
transforming  Enid,  Oklahoma,  the  one  you  don't  see.  Though 
there  are  an  amazing  187.2  million  personal  computers  in  the 
world,  there  are  a  staggering  twelve  billion  microprocessors 
and  microcontrollers  in  use.  These  computers-on-chips,  of- 
ten as  powerful  as  their  desktop  counterparts  (which  they  also 
run),  are  embedded  everywhere  in  modern  life.  And  it  is  in 
these  tiny,  almost  uncountable  electronic  brains  where  the  real 
transformation  of  society  has  begun  to  occur. 

How  great  is  the  impact  of  this  invisible  revolution?  Con- 
sider Enid.  In  as  unassuming  a  house  as  my  grandparents' 
on  a  tired  street  in  a  poor  part  of  town,  the  Padillas  own 
perhaps  twenty  microprocessors  and  controllers.  Even  if  these 
are  simple  four-bit  devices,  that  is  still  about  ten  million 


The  Prodigal  Great-Grandson: 

Author  Michael  S.  Malone  on  the  set 
of  his  television  show,  1994. 


UNPLANNED 
EFFECTS 

Edward  Tenner,  in  his  book  Why  Things 
Bite  Back,  has  written  about  what  he  calls 
"revenge  effects" — how  technological  ad- 
vances create  small  changes  that  over  time 
have  huge  effects.  Every  day  someone  in  Santa  Clara  or  Austin 
or  Jakarta  sinks  the  digital  equivalent  of  a  barrel  into  a  pond 
and  sends  a  corner  of  the  world  racing  off  on  a  new  historical 
trajectory. 

We  are  all  on  that  rocket.  And  even  a  place  like  Enid,  Okla- 
homa,  is  no  longer  immune.  Once  isolated  and  secure,  Enid 
is  now  as  much  the  center  of  the  world's  information  grid  as 
is  downtown  Manhattan,  but  it  is  also  far  less  secure.  There  is 
now  a  dialysis  center  in  a  local  strip  mall  and  lithotripsy  equip- 
ment passes  regularly  through  town  in  the  back  of  a  semi.  The 
world's  greatest  medical  experts  can  be  brought  in  on  a 
patient's  case  through  computer  networks  and  teleconferenc- 
ing. But  there  are  also  drug  overdoses  and  rapes,  and  a  month 
before  I  arrived  a  retarded  man  got  an  idea  from  network  news 
and  burned  down  a  local  black  church. 

Both  opportunities  and  threats  now  come  from  unexpect- 
ed directions.  My  surviving  great-aunts  and  great-uncles,  in 
their  nineties,  are  healthier  today  than  fifty-year-olds  at  the 
time  of  the  land  rush,  thanks  to  the  miracles  of  lasers, 
computer  diagnostic  tools,  and  microsurgery.  From  his  trail- 
er this  winter,  Delbert  will  not  only  see  the  world  on  his  tele- 
vision, but  also  hunt  game  in  his  eightieth  year  because  of  new 
techniques  that  saved  his  vision.  The  budding  Marquis  James 
of  2005,  now  sitting  before  a  computer  screen  in  the  Enid  ►  96 
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TIRED  OF  THE 
SAME  OLD  LINKS? 


CHANGE  C0UR5E 


THEN  CHANGE  IT  AGAIN.  AND  AGAIN.  SimGolf  "-with  the  new  Course  Architect '-gives  you  the  power 
to  create  endless  courses,  as  heartbreaking  or  handicap-friendly  as  you  like.  Go  ahead,  dig  yourself  new 
fairways,  bunkers  and  lakes.  Choose  from  hundreds  of  objects  to  make  one-of-a-kind  courses.  (Think 
Sahara-size  sandtraps.  And  watery  golf  ball  graves.)  Video  tips  from  legendary  course  architect  Robert 
Trent  Jones,  Jr.  help  you 


turn  your  blueprints  into 
greens.  You  can  even  play 
-or  customize-two  Jones  masterpieces,  Rancho  La 
Quinta"  and  The  Prince  Course.  Then  tee  off  on  your 
new  links.  Or  round  up  a  foursome  to  play  your  cus- 
tom course  on  the  Internet.  SimGolf.  It's  the  ultimate 
18  holes  (some  assembly  required). 
SIMGOLF.  COMPETE  ON  COURSES  YOU  CREATE. 


Use  the  powerful  Course  Architect  to  cus- 
tomize courses  Make  them  Hat  or  hilly,  place 
holes  and  hazards,  and  it  s  tee  time 


Once  you  ve  designed  your  ideal  course,  tee 
oil  lor  high-stakes  skins,  stroke  or  match  play 


Available  for  Windows  95  £  1996  Mans,  Inc  All  rights  reserved  SimGolf  and  Course  Architect  are  trademarks  and  Mans  is  a  registered  trademark  of  Mans,  Inc. 
Rancho  La  Ouinta  is  a  trademark  of  TD  Desert  Development  Limited  Partnership  All  other  trademarks  or  registered  trademarks  are  the  properties  ol  their  respec- 
tive owners  For  product  or  ordering  information,  contact  your  local  retailer  or  call  800  33-MAXIS  Visit  the  Mans  Web  site  at  http    www  majas  com 
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94^  library,  will  not  have  to 
leave  town  to  become  a  nation- 
ally recognized  author. 
But  my  grandfather,  Art  Collins,  the  onetime  truck  driver, 
at  eighty-four  caught  in  a  world  moving  faster  than  he  could 
understand,  pulled  out  of  one  of  those  new  shopping  center 
parking  lots  and  never  saw  the  oncoming  truck  that  killed  him. 
And  two  thousand  miles  away,  the  most  sophisticated  med- 
ical tools  on  Earth  couldn't  save  his  great-granddaughter — 
my  prematurely  born  daughter — after  another  modern  diag- 
nostic technology,  amniocentesis,  went  awry.  The  technology 
revolution,  as  we  now  know  too  well,  won't  save  us.  Instead, 
it  reshuffles  the  deck,  creating  new  oppositions,  new  dialec- 
tics, and  ultimately,  new  winners  and  losers. 

Will  the  new  electronic  tools  for  mass  marketing  and  in- 
ventory management  enable  the  big  retail  chains  on  the  edge 
of  town  to  triumph,  or  will  the  enhanced  personal  services 
brought  by  the  PC  to  the  shops  on  the  town  square  reverse 
that  victory?  Will  access  to  the  outside  world  be  so  fulfilling 
as  to  keep  the  children  of  Enid  from  leaving  for  the  big  city, 
or  will  they  find  the  difference  between  what  they  see,  the 
bright  lights  of  the  biggest  city  of  all,  and  how  they  live  so  frus- 
trating that  they'll  move  away  as  soon  as  they  can?  Will  the 
lives  of  the  elderly  be  not  only  longer  and  healthier,  but  more 
fulfilling?  Or  will  they  find  themselves  electronically  barricaded 
in  rest  homes  from  the  predators  that  roam  the  streets  out- 
side? Will  families  come  to  Enid  because  it  offers  all  the  qual- 
ities of  small-town  life  without  sacrificing  the  benefits  of  the 
outside  world?  Or  will  they  arrive  only  to  discover  the  town 
now  indistinguishable  from  that  world? 

Jerry  Pittman,  managing  editor  of  the  Enid  News  &  Eagle, 
sits  hunched  over  his  computer  screen  in  his  newsroom  of- 
fice, working  out  details  in  his  proposal  to  fully  integrate  news 
and  advertising  in  the  computer  composition  of  the  news- 
paper. Born  in  Arkansas,  he  started  out  "in  the  hot-metal 
days"  of  newspapering  as  a  sportswriter,  "lugging  a  typewriter 
and  a  portable  telecopier"  from  one  game  to  the  next.  These 
days  he  sends  his  young  reporters  out  armed  with  laptops. 

Eleven  years  ago,  he  worked  for  USA  Today  at  its  head- 
quarters in  Roslyn,  Virginia.  He  hated  it.  "You  just  felt  so  iso- 
lated from  the  reader,"  he  says.  So,  when  Gannett  offered,  he 
took  a  job  as  deputy  managing  editor  in  Shreveport,  Louisiana. 
But  it  was  a  rough  town.  And  in  1991,  when  he  and  his  wife 
adopted  a  baby,  Pittman  began  looking  for  a  way  out.  "I  want- 
ed to  do  a  community  paper.  The  kind  of  paper  where  you  are 
deeply  involved  in  the  life  of  the  town,"  he  says. 

He  found  it  in  an  Editor  &  Publisher  ad  for  the  News  & 
Eagk,  "  rculation  twenty- three  thousand  on  weekdays,  twenty- 
five  th  ad  on  Sunday,  and  he  seems  a  happy  man.  He  talks 
enthusia  illy  about  the  new  composing  scheme  and  how  he 
intends  ti  blish  a  Web  page  for  the  paper  next  year.  Then, 
with  an  aj.  >gy,  he  cuts  the  interview  short.  He  has  an  ap- 
pointment i   home  with  his  computer  supplier. 

Pittman  1  small-town  life  he  was  looking  for  in 

Enid.  So  too  ha.  i  av,  around  the  corner  at  the  library. 

But  will  the  deli  hold,  shored  up  by  the  new 

technologies — or  ai>.  men,  with  their  computer 

dreams,  unwittingly  I  le  it? 


RACING  INTO  THE  FUTURE 

I  drive  out  of  Enid,  away  from  the  homes  and  tombstones 
of  my  ancestors.  The  tape  deck  is  playing,  with  seeming 
appropriateness,  Bruce  Springsteen's  The  Ghost  of  Tom  Joad. 
But  that's  wrong.  The  people  of  Enid,  the  Hasbrooks  and 
Collinses  and  the  thousands  of  others,  aren't  the  people  who 
gave  up  and  left,  but  those  who  fought  to  stay. 

If  current  trends  continue,  as  the  great  aquifer  dries  up  be- 
neath the  Midwest,  the  drier  regions  of  the  Great  Plains  will 
largely  become  uninhabited,  abandoned  to  the  wildflowers  and 
prairie  grass  Charlie  Hasbrook  saw  to  the  west  from  his  claim. 
If  that  happens,  Enid  will  have  come  full  circle  again,  to  be- 
coming a  frontier  town. 

That  is,  a  frontier  town  by  geography.  It  is  already  a  town 
on  a  different  frontier.  I  surf  the  digital  radio  dial,  past  the 
numerous  Christian  stations  to  an  alternative  rock  station  out 

of  Tulsa.  Trent  Reznor  is  shrieking  "I  want  to  f  k  you  like 

an  animal!  I  want  to  feel  you  from  the  inside!"  The  music  of 
Nine  Inch  Nails  and  the  reality  of  MTV  is  now  as  much  a 
part  of  Enid  as  it  is  of  Inglewood  or  East  Hampton. 

For  more  than  a  century,  the  Midwest  has  been  the  moral 
center  of  the  United  States,  and  thus,  to  some  degree,  of  much 
of  the  world.  This  morality  was  taught  in  school  all  week  and 
in  Enid's  ninety  churches  every  Sunday.  It  was  carried  across 
the  decades  in  the  stern  Christian  rectitude  of  people  like  my 
grandmother. 

But  part  of  propriety's  strength  lies  in  its  isolation.  The 
more  difficult  vice  is  to  obtain,  the  fewer  the  people  who  will 
take  on  those  obstacles  to  get  it.  As  long  as  Enid  was  a  dry 
town,  it  was  hard  to  be  a  drunk.  If  you  never  saw  drugs  it 
was  tough  to  be  an  addict.  But  now  any  form  of  pornogra- 
phy can  be  found  on  the  Net  with  a  few  keystrokes.  And  so 
will  every  other  image  and  experience  the  human  mind  can 
devise.  They  will  be  within  reach  of  Micky  Unruh  and  Keith 
Winter  and  Mariana  Padilla.  They  will  be  out  there  too  in 
the  airwaves  on  my  Uncle  Delbert's  satellite  dish.  Thanks  to 
new,  fast  forms  of  transportation,  illegal  drugs  can  now  be 
brought  cheaply  to  your  door — or  you  can  use  inexpensive 
chemistry  equipment  to  make  your  own.  And  instead  of  three 
television  stations,  there  will  be  one  thousand,  and  five  thou- 
sand radio  stations,  and  ten  thousand  movies  on  demand. 

When  the  obstacles  to  our  weaknesses,  addictions,  and  per- 
versions are  lowered,  even  removed,  how  many  of  us  will  be 
able  to  resist?  In  a  great  nation  like  the  United  States,  the  pe- 
riphery can  perhaps  go  crazy — as  it  has — and  the  body  politic 
still  survive.  But  what  if  the  center  goes  mad  as  well?  The  ex- 
tremities may  become  diseased,  but  what  happens  when  the 
infection  reaches  the  heart?  Will  the  people  of  Enid  again 
use  the  flames  that  approach  them  to  build  a  backfire  in  time 
to  save  their  homes  and  families? 

Riding  our  buggies,  wagons,  bicycles,  or  even  a  racehorse, 
we  are  all  caught  up  in  our  own  land  rush.  It  is  noon,  the  pis- 
tol has  fired,  and  we  race  into  our  unknowable  technological 
future  in  hopes  of  staking  a  claim  and  building  a  good  life. 

May  we  be  as  fortunate  as  Charlie  Hasbrook.  ■ 

Michael  S.  Malone  is  a  well-known  Silicon  Valley  journalist.  Host  of  Malone  on 
public  television,  he  is  coauthor  of  The  Virtual  Corporation  and  author  of  the 
novel  The  Bitch  Goddess.  He  is  a  contributing  editor  to  Forbes  ASAP. 
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ESTHER 

PUT  FRICTION  BACK  IN  CYBERSPACE! 

DYSON 


Bill  Gates  sees  the  digital  world  as  a  place  for 
I  friction-free  capitalism.  That's  wonderful:  Markets 
function  best  when  they  are  friction-free.  The  absence 
I  of  friction  makes  for  efficient  markets  and  efficient 
business.  More  people  get  what  they  want;  things  cost 
less  to  make  and  distribute;  scarce  resources  are  allocated  to 
those  who  want  and  value  them  most. 

But  all  the  world's  not  a  market.  We'll  be  seeing  friends  in 
cyberspace,  shopping  for  things  by  browsing  around,  asking 
for  peers'  advice,  watching  for  what  others  buy  and  how  much 
they  pay.  There's  more  to  shopping  than  efficient  transac- 
tions. We'll  also  be  negotiating  in  cyberspace,  intentionally 
losing  a  proposal,  taking  a  little  time  to  get  back  to  the  so-far 
highest  bidder,  trying  to  get  some  opinions  from  third  par- 
ties. We'll  be  floating  around  looking  for  information  in  hopes 
of  finding  stuff  we  didn't  ask  for.  We'll  be  living  there. 

Life  has  friction,  texture,  distance,  direction;  those  incon- 
venient physical  conditions  are  a  part  of  human  life  that  we'll 
miss  sorely  as  we  move  into  the  digital  environment  for  more 
than  just  commerce.  We're  comfortable  with  "friction"  in  dai- 
ly life.  Friction  keeps  neighborhood  gossip  from  following  a 
person  from  one  town  to  another.  Friction  keeps  cultures  lo- 
calized, marriages  together,  roommates  entwined  despite  fun- 
damental incompatibilities.  You  can  learn  a  lot  from  people 
you  might  not  choose  to  spend  time  with.  Friction  keeps  peo- 
ple attached  to  their  reputations,  and  it  keeps  information 
and  misinformation  from  spreading.  Friction  lets  people  know 
whom  they're  speaking  with;  it  provides  texture  to  daily  life 
and  people's  perceptions  of  one  another.  It  separates  the  close 
and  the  distant  with  a  fuzzy  border  that  can  be  crossed,  but 
only  with  difficulty. 

In  the  real  world,  we  use  friction  to  resolve  many  conflicts 
by  simply  damping  them  out.  But  in  cyberspace,  once  priva- 
cy is  breached,  it  may  be  breached  worldwide.  "Free  speech" 
is  not  restricted  to  a  street-corner  audience,  a  locker  room, 
or  a  limited-circulation  publication,  but  travels  the  world.  A 
con  artist  can  reach  victims  all  over  the  globe,  finding  people 
who  may  not  have  heard  of  each  new  trick  and  may  not  be 
familiar  with  scams.  (I  still  get,  in  response  to  invitations  to 
my  annual  conferences,  occasional  "personal"  notes  from  East 
Europeans  who  aren't  yet  familiar  with  the  personal  conven- 
tions of  direct  mail — and  mine  is  truthful!) 

Moreover,  people  can  make  the  close  distant  by  filtering 
out  information.  Those  who  have  distorted  views  of  the  world 
can  avoid  evidence  that  might  contradict  their  beliefs;  they 


don't  face  the  "friction"  of  running  into  reality  every  time 
they  cross  the  street  or  open  a  newspaper. 

So  what  are  the  solutions?  What  should  technology  develo- 
pers be  working  on  to  put  friction,  and  distance,  and  perspec- 
tive back  into  the  Net? 

There's  no  single,  blinding-flash  solution,  but  a  lot  of  lit- 
tle attempts.  Many  of  them  are  content-specific:  interfaces 
suited  to  a  specific  application  or  set  of  data.  For  example,  a 
building  manager  would  like  to  use  a  diagram  of  his  building 
as  an  interface— in  which  case,  forget  Windows — that  would 
give  him  a  physical  model  of  his  world,  with  distances  from 
room  to  room,  and  tenants  organized  by  location  rather  than 
by  a  "virtual"  feature  such  as  alphabetical  order.  But  with  a 
specific  application,  each  room  would  have  links  to  the  tenants 
and  their  payment  records,  and  the  basement  would  have  links 
to  the  plumbers. 

The  point  is  to  build  virtual  space  and  friction  rather  than 
create  a  dimensionless  world  where  everything  is  close  to 
everything.  Instead  of  a  search  engine  that  fetches  what  you 
need  but  doesn't  tell  you  where  it  is,  let's  have  a  map.  Each 
person's  own  hierarchy  of  folders  within  folders  within  fold- 
ers is  a  do-it-yourself  version  of  such  a  content-oriented  map. 

F Personally,  I  organize  most  of  my  life  around  a 
B  schedule,  with  everything  from  speech  notes  to  items 
W  to  pack  for  a  trip,  bios  of  the  people  I'm  meeting 
with,  and  so  forth.  (Actually,  what  I  have  is  pretty  kludgy, 
done  on  a  word  processor  without  links  to  a  database.) 
My  favorite  dimension  is  time. 

For  email,  I'd  like  an  easy-to-use  tickler  file  that  could  put 
a  little  float  into  my  communications,  or  even  recall  messages 
written  in  haste  or  irritation.  If  certain  responses  went  out, 
say,  two  days  after  I  had  composed  them,  it  could  keep  a 
conversation  from  progressing  too  quickly  or  from  taking 
up  too  much  of  my  time  with  immediate  responses  from  the 
other  side.  Or  take  an  online  environment  such  as  OnLive! 
You  can  hear  or  read  the  balloons  of  other  players  nearby  in 
the  virtual  space;  the  voices  of  those  farther  away  grow  fainter 
or  their  typeface  grows  lighter  (or  smaller). 

In  cyberspace,  we  need  the  equivalent  of  a  laugh  track  on 
television,  ideally  something  better  and  truer,  generated  by 
real  people  in  cyberspace  along  with  us.  I  always  look  to  see 
who  else  is  getting  copies  of  email  messages.  When  you're  in 
an  online  auditorium,  it  helps  to  know  who  else  is  there  and 
how  many  of  them.  In  real  life,  you  can  scan  a  crowd  ►  129 
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You're  going  to  hear  a  lot  about  competition  between  wireless  technologies.  The  battle  will  b 
confusing,  but  the  winner  will  be  clear.  Only  CDMA  technology  (Code  Division  Multiple  Access)  will  trul 
change  how  you  communicate  by  providing  a  new  generation  of  digital  wireless  services,  from  cellule 
to  PCS.  The  spoils  of  victory:  clearer  calls,  no  static,  less  background  noise,  fewer  dropped  calls  an 
no  cloning.  We  don't  just  offer  CDMA--we  developed  the  technology  and  the  phones.  Now  you  ca 
get  both  at  your  local  wireless  provider.  It's  your  call.  Technology  for  f\i  i  a  i  rAAAAA 
the  future.  Or  technology  for  musty  archives.  For  details,  contact  us  at      ^Jf  uam-vx//  v  v  v \ 

I      CDMA  DIGITAL 

y.vCv  j http://www.qua lcomm.com/cdma/  or  1  -800-349-41 88. 


where  digital  comes  from 


fey 

WE  PROUDLY  SUPPORT  Q  ?E M| ECO  CDMA  LAUNCHES  IN  THESE  MARKETS: "X^ 

Chicago,  Dallas,  Honolulu,  Houston,  Jacksonville,  Miami,  Milwaukee,  New  Orleans,  Richmond,  San  Antonio,  and  Tamp^.  J 
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RICHARD  JOHN 

THE  INTERNET  PRODUCES  A  GLOBAL  VILLAGE  OF  VILLAGE  IDIOTS 

NEUHAUS 


I write  this  with  a  pen  and  legal  pad  at  a  vacation  re- 
doubt in  the  wilderness  of  Quebec,  far  from  the  com- 
puters, Internet,  and  email  urgencies  that  keep  my  New 
York  office  in  incessant  commotion.  This  strikes  me  as 
a  good  place  to  nurture  a  healthy  skepticism  about  a  dig- 
ital revolution  that  will  presumably  transform  the  human  con- 
dition, for  better  or  worse.  Of  course  there  are  very  signifi- 
cant quantitative  changes  in 
the  storage  and  retrieval  of 
information,  and  in  the  ra- 
pidity of  calculations.  Much 
less  impressive  is  the  capac- 
ity for  simulation  and  pro- 
jection. It  is  limited  by  a  pro- 
gram's inability  to  anticipate 
infinite  contingency  —  the 
mark  of  the  real  world  be- 
yond the  most  sophisticat- 
ed of  virtual  realities. 

We  have  not  been  here 
before  or  done  precisely 
what  we  are  doing  now.  A 
healthy  skepticism  does  not 
deny  what  is  new  in  our  cir- 
cumstance. It  does  remem- 
ber the  hype  that  attended 
the  advent  of,  for  instance, 
the  railroad,  the  telegraph, 
the  airplane,  radio,  and  tele- 
vision. Each  in  its  time  was  a 
revolution  that  titillated  a 
neophiliac  culture.  Was  it 
only  a  few  years  ago  that 
people  who  styled  themselves 
futurists  commanded  celeb- 
rity attention?  What  was  then  the  future  has  not  been  kind 
to  them. 

For  some  time  I  worked  for  the  Carnegie  Council  on  Ethics 
and  International  Affairs.  Andrew  Carnegie  bestowed  on  the 
organization,  originally  called  the  Church  Peace  Union,  sev- 
eral million  dollars  to  be  used  in  abolishing  war.  In  a  letter 
to  the  trustees  (which  I  keep  on  my  office  wall),  Carnegie  as- 
sured them  that,  because  of  the  great  changes  in  communi- 
cations and  commerce,  war  would  be  abolished  sooner  than 
people  believed.  He  therefore  solemnly  enjoined  the  trustees 


to  give  the  remaining  funds  to  the  deserving  poor.  That  was 
August  1914,  when  the  world  blew  up.  The  deserving  poor  are 
still  waiting. 

Whether  one  is  impressed  more  by  the  continuities  than  by 
the  discontinuities  of  history  is,  in  part,  a  matter  of  tempera- 
ment. But  temperament  is  not  unrelated  to  wisdom.  High-deci- 
bel noises  about  a  technological  revolution  derive  from,  and 

pander  to,  a  mind-set  that 
confuses  information  with 
knowledge  and  knowledge 
with  wisdom.  I  am  struck  by 
the  number  of  ads  claiming 
that  some  new  computer 
widget  contains  as  much  (or 
three  or  ten  times  as  much) 
information  as  all  thirty  vol- 
umes of  the  Encyclopaedia 
Brittanica.  So  when  was  the 
last  time  you  read  the  thirty 
volumes  of  the  Brittanica? 

Divorced  from  the  cogni- 
tive structure  that  is  knowl- 
edge and  the  reflectively 
internalized  knowledge  that 
is  wisdom,  information 
makes  us  dumb.  It  is  a 
distraction — from  the  Latin 
verb  distrahere,  which  means 
to  draw  away,  disperse,  or 
squander  our  capacity  for 
thought.  Today  the  poor  of 
the  urban  underclass  are  said 
to  suffer  from  radical  depen- 
dency. The  person  who  be- 
gins and  ends  the  day  with 
television,  all-talk-all-the-time  radio,  or  hitting  Web  sites  is 
cognitively  crippled  by  a  comparable  dependency.  Such  peo- 
ple are  burdened  by  an  overload  of  opinions,  but  they  have  no 
opinions,  meaning  reflective  judgments,  that  are  truly  their 
own.  They  cannot  know  what  they  think  since  they  have  not 
heard  the  latest  thought  and,  by  definition,  never  will. 

A  news  station  back  in  New  York  has  the  slogan  "Some- 
thing is  happening  right  now,  and  the  sooner  you  know  about 
it  the  better."  Anybody  who  believes  that  is  terminally  dumb, 
as  in  cognitively  comatose.  Another  station  declares,  ►  134 
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The  other  is  information.  Because  no  bank 
moves  a  single  dime  without  it.  And  helping  clients 
manage  information— not  just  process  it— is  what 
Unisys  does  best.  That's  why  Unisys  is  the  choice  of  the 
world's  most  intensive  users  of  information— including 


41  of  the  top  50  banks.  Our  solutions  help  clients  with 
everything  from  stopping  check  forgeries  to  integrating 
global  networks.  And  our  consultants  help  businesses 
uncover  revenue  potential  hiding  in  customer  data.  It's  all 
part  of  information  management— our  way  of  helping  you 


use  information  as  an  asset  to  gain  competitive  advantage. 
Call  for  details  and  learn  what  clients  like  Union  Bank 
of  Switzerland  learned.  When  it  takes  information  to  run 
your  business,  it  takes  Unisys  to  help  you  run  it  better. 

http://www.unisys.com  or  1-800-874-8647.  ext.  222 


UNiSYS 

When  information  is  everything. 


AL 

CYBERSEX  LEAVES  ME  LIMP 

GOLDSTEIN 


Somewhere  in  the  wilds  outside  of  Las  Vegas,  they  are 
'  laying  plans  for  the  world's  first  cyberbrothel.  I've  seen 
,  the  type  of  QuickTime  VR  effects  the  place  will  use. 
I  They're  like  holograms,  in  that  you  can  view  them 
from  all  angles.  They're  like  holograms,  only  they  take 
off  their  clothes. 

A  woman  I  know,  "a  niece  who's  not  related,"  as  Oscar 
Levant  used  to  say,  thinks  this  cyberdello  is  a  pretty  good  idea. 
She's  working  at  a  cathouse  outside  of  Carson  City  now,  but 
she  told  me  she  wants  to  work  at  the  cyberbrothel  just  as  soon 
as  it's  a  virtual  reality. 

"It'll  save  the  wear  and  tear,"  she  said  of  her  new  dream  job. 
I'm  not  sure  she  has  a  firm  grasp  of  the  concept.  For  one 
thing,  the  "work"  there  will  be  pretty  much  a  one-shot  deal. 
They'll  digitize  her  voluptuous  images,  and  then  she'll  be  avail- 
able to  anyone  who  has  sweaty  palms  and  the  price  of 
admission.  I  doubt  if  she'll  get  royalties. 

For  another  thing,  I  wonder  if  the  visionary  geniuses  behind 
this  new  venture  will  want  to  hire  her.  She  has  something  of 
the  air  of  the  trailer  park  about  her,  and  all  the  bulges  and 
creases  attendant  upon  a  woman  of  thirty-plus  years.  In  the 
freeze-dried  realms  of  cybertopia,  only  hard-bodies  need  apply. 

I've  just  hit  sixty,  gone  gray  and  gone  to  Florida,  but  I've 
spent  a  lifetime  in  the  world  of  commercial  sex.  I  should  have 
known  it  would  come  to  this.  I've  watched  as  the  human  urge 
for  zipless  sex  has  played  itself  out  in  endless  variations.  A 
cyberbrothel  may  be  the  end  of  the  line. 

I  stood  by  and  watched  when,  way  back  in  the  seventies, 
the  first  VCR  machines  hit  the  market.  They  were  clumsy  and 
cost  a  grand.  Who  bought  them?  The  raincoat  crowd.  The 
startup  capital  for  today's  video-store-on-every-corner  reali- 
ty was  provided  by  the  hordes  of  the  horny.  I  wonder  if  Wayne 
Huizenga,  the  former  Blockbuster  Video  guy  who  would  not 
deign  to  stock  adult  titles,  knows  that  if  it  weren't  for  the 
perverts  out  there,  he  might  still  be  back  where  he  started, 
hauling  garbage. 

As  the  video  revolution  unfolded,  I  stood  by  and  watched 
as  the  adult  theaters  of  my  go-go  years  went  dark,  one  by  one. 
Their  denizens  were  all  too  willing  to  abandon  the  embar- 
rassments of  the  communal  porn  experience  for  the  private 
pleasures  of  living  room  or  den.  Times  Square  missed  a  step 
on  its  hustling  gait,  on  its  way  to  becoming  the  Mickey  Mouse 
real  estate  boondoggle  of  the  present  day. 

I  stood  by  and  watched  when  the  phone  sex  bandwagon 
careened  through  the  world  of  adult  entertainment.  Once 


again,  biology  subsidized  technology.  There  was  a  long  stretch 
of  time  when  the  New  York  telephone  monopoly  was  unable 
to  convince  public  utility  commissioners  to  let  it  hike  pay- 
phone  rates  from  a  dime  to  twenty-five  cents,  primarily 
because  the  phone  company  could  make  so  much  coin  off 
phone  sex. 

Now  I'm  in  the  bleachers  for  the  cyberrevolution  (I  own 
several  computers,  but  they  function  mainly  as  night-lights). 
I  don't  see  much  immediate  effect  on  the  old-fashioned,  out- 
moded world  of  my  commercial  sex  newspaper.  My  ad  pages 
are  holding  steady.  New  York  is  still  Fun  City. 

If  I  have  any  reservations  about  the  brave  new  world  of  cy- 
bersex,  they  don't  change  my  strong  feelings  against  censor- 
ship of  any  sort.  Government  interference  with  freedom  of 
expression  is  always  wrongheaded  and,  given  the  lure  of  the 
taboo,  usually  backfires. 

Censors  like  virtue-man  William  Bennett  and  Donna  Rice 
Hughes  (that's  right — Gary  Hart's  old  lap  girl,  who  has  now 
made  it  her  mission  to  de-sex  the  Internet)  are  busy  trying 
to  close  the  barn  door  after  the  horse  is  off  galloping  down 
the  road  toward  the  next  county.  The  amazing  wealth  of  sex- 
ual material  on  the  Net  is  a  tribute  to  human  libido,  which 
has  all  the  subtlety  of  a  juggernaut.  As  for  the  extremes  of  this 
realm — virtual  snuff  stuff  and  kiddie  porn — I'm  bothered 
by  it,  but  I  think  I'll  let  the  legions  of  eager  bluenoses  attempt 
to  deal  with  it.  They  don't  need  my  help. 

But  I  would  like  to  interject  a  few  observations  about  the 
bloodlessness  of  it  all.  Cyberotica  has  brought  out  the  cere- 
bral side  of  sexuality,  which  up  to  now  has  lain  unexploited 
in  the  human  psyche.  It's  as  if  we  always  had  this  sexual 
inclination  within  us,  and  cybersex  allowed  it  to  flower. 

TIhe  Internet  is  the  ultimate  realm  of  mind-sex.  The 
connection  is  mind  to  mind,  not  body  to  body.  VCRs  to 
phones  to  computers — the  air  is  getting  rarer  by  the 
minute. 
What  strikes  me  most  about  technology  is  how  clean 
it  is.  It's  so  antiseptic  it  squeaks.  There  is  none  of  the  funky- 
mucky-nasty  element  of  human  experience,  and  as  a  big  fan 
of  that  element,  I  miss  it.  "Is  sex  dirty?"  asks  Woody  Allen. 
"Only  if  it's  done  right." 

Computers  can't  do  sex  right. 

I  also  think  that  a  lot  of  the  cyberaction  out  there  is  con- 
cerned not  with  orgasm  but  with  something  else — with  the 
thrill  of  finding  sex,  trafficking  in  it,  sharing  it  around  ►  129 
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Get  E*TRADE:  the  smarter  way  to 


trade." 


We're  flattered  by  the  imitations.  But  unlike  the  other  guys, 
E*TRADE  s  sole  focus  is  online  investing.  This  means  that 
you  can  look  to  us  for  better  value  online — including  free 
news,  charts  and  research  and  among  the  lowest  commissions 
in  the  industry. 

But  don't  just  take  our  word  for  it:  Money  magazine 

named  E*TRADE  the  "best  of  the  cyberspace  brokers" 

(1 1/96  issue).  PC  Computing  voted  E*TRADE  a  finalist  for 
its  prestigious  Most  Valuable  Product  Awards  in  the  Personal 
Finance  category  for  1996. 

E*TRADE  gives  you  unprecedented  control  over  your  invest- 
ments 24  hours  a  day,  seven  days  a  week.  Save  time  and  money 
— and  trade  smarter.  Call  or  stop  by  our  Web  site  today. 


Compare  our  prices  and  services: 


E*TRADE 

Fidelity  Plu 
e. Schwab   On-line  Exprc 

Trade  1200  listed 
shares  via  PC 

$14.95 

$36.00  $137.01 

Trade  1200  Nasdaq 
shares  @$20  by  phone 

$19.95 

$137.52  $137.01 

Intraday  &  historical 
charts 

Free 

Free         Not  availabl 

Real-time  news 

Free 

Not  available  Not  availabl 

In-depth  research 
including  First  Call 
forecasts 

Free 

$3  per  unit   Not  availabl 

Feature  comparisons  are  for  Web-based  services  Comparative  information  is  based  on  a 
10/21/96  phone  survey.  Limit  and  stop  orders  are  $19.95  Add  $0  01  per  share  to  listed  secur1 
orders  over  5000  shares.  Add  $15  for  broker-assisted  trades.  Some  firms  may  offer  discounts 
services  not  available  at  E*TRADE  You  pay  no  connect  time  fees  to  E»TRADE  for  Web  access; 
direct-modem  and  touchtone  phone  access  is  $0  27/minute,  but  with  12  minutes  free  per 
executed  trade  you  may  pay  nothing 


www.etrade.com 

Call  1-800-STOCKS-3 


I^TRAD 


Free  Internet 
Starter  kit  for  Windows. 

Call  today  and  get  Netscape's  browser, 
7  hours  of  introductory  Internet  access 
and  free  e-mail — a  $60  value. 
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BILL 


OUT  THERE  IN  THE  MIDDLE  OF  THE  BUZZ 

McKIBBEN 


OUT  ON  A  RECENT  hike,  I  stopped  for  lunch  at  the  edge 
I  of  a  high  mountain  pond.  I  could  see  another  solitary 
I  hiker  on  the  other  side  of  the  water,  stretched  out 
I  on  a  shelving  rock  about  a  hundred  yards  away.  And 
I  could  hear  him  talking  (sound  carries  extremely  well 
across  water;  never  negotiate  a  deal  in  a  canoe).  "It's  so  beau- 
tiful up  here,"  he  was  saying.  "It's  so  peaceful.  What's  hap- 
pening with  you?" 

What  I  couldn't  figure 
out  was  who  he  was  talking 
to.  Until  I  pulled  out  my 
binoculars  and  saw,  of 
course,  that  he  had  a  cell 
phone.  For  a  moment  I  felt 
vastly  superior — and  then 
I  reflected  a  bit.  It's  true  I 
wouldn't  carry  a  phone  with 
me  up  a  mountain.  But  I  had 
carried  my  world  with  me 
nonetheless,  marched  right 
up  there  with  my  eyes  fixed 
on  the  same  vague  middle 
distance  that  you  see  when 
you  drive.  My  mind  was 
abuzz  with  images,  opinions; 
my  mind  was  its  own  Bloom- 
berg box,  happily  chattering 
away  with  a  thousand  dis- 
patches an  hour. 

We  live  in  the  middle  of 
the  Buzz.  Those  billions  of 
microprocessors  that  have 
spawned  like  springtime 
frogs  in  the  last  quarter  cen- 
tury are  constantly  sending 
us  information,  data,  images.  Our  minds  marinate  in  it,  till 
we're  worried  when  it  shuts  off.  What  do  you  do  first  when 
you  walk  into  an  empty  hotel  room?  Savor  the  silence?  Or  turn 
on  the  TV?  And  even  when  we  get  away  from  the  machines 
for  a  while — even  when  we  leave  the  phone  at  home — the  Buzz 
comes  with  us.  Quiet,  solitude,  calm:  These  are  no  longer  au- 
1  tomatic  parts  of  the  human  experience.  You  have  to  fight  as 
hard  for  them  as  a  farm  boy  had  to  fight  for  novelty  and  thrill 
a  century  ago.  How  many  minutes  can  you  watch  a  sunset  be- 
fore your  mind  grows  hungry  for  some  faster  diversion?  How 


long  can  you  stare  up  into  the  night  sky? 

This  constant  whispering  in  our  ears,  this  constant  danc- 
ing in  front  of  our  eyes — that's  how  technology  changes  us, 
weaning  us  away  from  ourselves.  How  can  you  figure  out  what 
you  really  want  when  someone's  always  talking  to  you,  when 
there's  always  another  home  page  to  click  through?  When 
you  can't  warm  yourself  by  a  mountain  lake  without  check- 
ing in  at  home?  Electronic 
communication,  for  the  first 
time,  makes  culture  ubiqui- 
tous. Almost  nobody  read 
books  five  hours  a  day,  or 
went  to  the  theater  every 
night.  We  live  in  the  first 
moment  when  humans  re- 
ceive more  of  their  informa- 
tion secondhand  than  first; 
instead  of  relying  primarily 
on  contact  with  nature  and 
with  each  other,  we  rely  pri- 
marily on  the  prechewed,  on 
someone  else's  experience. 
Our  life  is,  quite  literally, 
mediated. 

Maybe  that's  a  good 
thing;  maybe  it's  the  direc- 
tion in  which  we  need  to 
evolve  on  an  ever  more 
crowded  planet.  But  I  think 
it  may  be  breeding  a  kind  of 
desperation  in  us,  too,  a 
frantic,  reactive  nervousness. 
That  low,  rumbling  broad- 
cast that  comes  constantly 
from  ourselves,  the  broad- 
cast that  tells  us  who  we  are,  what  we  want  from  life — that 
broadcast  is  jammed  by  all  the  other  noise  around  us,  the  lush 
static  of  our  electronic  age.  We  look  for  solitude  in  our  (ex- 
pensively silent)  cars,  but  first  the  radio,  then  the  phone,  then 
the  computer  and  the  fax  intrude.  We  look  for  peace  in  the 
mountains,  but  we  drag  the  world  along  on  a  tether. 

To  quote  Thoreau  is  to  risk  rejection  as  a  romantic.  But 
here  goes.  "Let  us  spend  one  day  as  deliberately  as  Nature, 
and  not  be  thrown  off  the  track  by  every  nutshell  and 
mosquito's  wing  that  falls  on  the  rails,"  he  writes.  Now  ►  129 
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3Com 

A  ¥^  Cabletron 

fm  H^B^hw.  Bay  Networks 

^  i,.i,:r- 


(019%  3Com  Corporation.  3Com  is  a  registered  trademark 
of  3Com  Corporation.  All  other  trademarks  are  those  of 
then  respective  owners. 


*C<  w  iputeru  'drla'ti 
vendor  confidence  survey  showj 
greater  customer  sat'wfactioti  with 
JCom  product*  and  serviced  thou 
with  any  of  their  competitors. 


Please  call  us  and  we'll  gladly 
provide  you  with  reprintsol  the 
article  which  quantifies  the 
advantages  ol  3Com  networks,  01 
you  may  access  the  inlormation 
directly  on  our  website. 


Where  should  your  enterprise 
communications  strategy  begin: 


or 


&irtb? 

By  knowing  networks  from  the  ground  up, 
3Com  u  delivering  solutions  for  the  real  world. 


Precious  tew  companies  have  mastered  advanced  computer  networking.  And  of  those, 
only  one  began  where  the  rubber,  as  they  say,  meets  the  road:  at  the  user  level.  In  fact, 
3Com  has  connected  more  than  42  million  users  to  networks  around  the  world. 

Knowing  how  networks  work  at  every  level  compels  3Com  to  dev  elop  more  than  the 
big  switches  and  routers  used  to  run  Fortune  500  global  s\'stems.  3Com  network  solutions 
deliver  the  consistent  application  response  time  critical  to  businesses  ol  today  like  banks, 
healthcare  providers  and,  not  surprisingly,  other  major  technology  companies.  If  you  are 
among  these  companies,  contact  3Com.  With  a  stellar  reputation"  for  reliability,  value, 

follow-through,  and  solutions  that  are  easily  implemented, 
3Com  can  undoubtedly  put  your  network  on  a  solid  footing. 


800  NET  3Com 

(option  4) 


www.  3com.com/earth 


WILLIAM  F 

THE  EVOLUTION  OF  A  TRUE  BELIEVER 

BUCKLEY 


I have  TROUBLE  with  some  of  my  fellow  conservatives  who 
rail  against  computer  technology.  There  are  two  categories 
of  these.  The  first,  those  who  refuse  to  avail  themselves, 
e.g. — and  primarily — of  the  word  processor.  The  second, 
those  who  harbor  deep,  even  apocalyptic  misgivings  about 
the  loss  of  privacy.  These  last  deserve  consideration,  the  first, 
mere  pity. 

But  a  word,  as  a  matter  of  obeisance  to  the  muse,  about 
what  word-people  lose  if  they  continue  in  their  refusal  to  buy 
sliced  bread.  When  I  was  nineteen,  in  the  army,  I  wanted  to 
dance  with  my  girl  all  night,  but  she  stopped  me,  after  a  week's 
gluttony,  and  said  she  would  have  to  go  home  to  begin  read- 
ing for  her  senior  thesis.  I  grandly  told  her  not  to  worry  her 
pretty  little  head,  I  would  write  it  for  her.  The  next  afternoon, 
in  my  BOQ  (Bachelor  Officers'  Quarters)  I  found  waiting  for 
me  about  twenty-seven  books  about  the  life  and  times  of  Sam 
Houston:  She  needed  a  paper  on  the  subject,  between  seventy 
and  a  hundred  single-spaced  pages. ...Five  months  later  I  fin- 
ished typing  it  out  on  my  Royal  portable  and  presented  it  to 
her,  so  to  speak,  gift-wrapped.  I  had  made  my  brownie  points, 
but  the  next  day  it  was  waiting  for  me  in  my  quarters,  a  heavy 
pencil  mark  circling  typographical  errors  in  a  dozen  pages: 
Her  college  would  not  permit  any  typos. 

Such  memories  cause  me  to  wonder  whether  it  is  possi- 
ble even  to  communicate  with  those  lost  souls  who  won't 
use  a  word  processor.  What  can  you  say  to  them?  Nothing, 
actually.  It's  like  undertaking  to  tell  somebody  that  music  is 
really  fun  to  listen  to  or  that  colors  please  the  eyes. 

But  the  philosophical  critics  must  be  taken  seriously.  For 
a  substantial  part  of  my  life  I  acknowledged  the  philosopher 
and  strategist  James  Burnham  (RIP)  as  my  all-around  mentor. 
On  the  one  hand  he  was  empirically  curious,  and  I  don't  doubt 
he'd  be  using  a  word  processor  today.  But  back  then  tech- 
nology was  The  Enemy.  He  proposed  to  his  fellow  editors  that 
we  encourage  a  total  defiance  of  the  creeping  digital  discipline 
by  engaging — and  urging  our  readers  to  do  as  much — in  the 
most  rudimentary  disruptions,  like  always  putting  down  the 
wrong  Social  Security  number  or,  when  speed  of  delivery  didn't 
matter,  the  wrong  ZIP  code.  Already  there  stirred  in  the  lib- 
ertarian/anarchic community  what  soon  would  be  fire-breath- 
ing at  the  mere  notion  of  individual  identifying  numbers.  Sup- 
pose the  Nazis  had  such  facilities!  But  of  course  that  is  a  good 
argument  against  having  Nazis,  not  against  having  positive  IDs. 
You  can  blow  willowy  air  into  those  steaming  furnaces  by  point- 
ing out  that  there  are  empirical  inexorabilities  on  the  march 


that  can  be  halted  only  if  you  come  up  with  a  contaminant  that 
destroys  all  paper,  everywhere  in  the  world.  History's  most  se- 
rious effort  to  frustrate  technological  progress  was  Pol  Pot's. 
Cambodia  wasn't  teeming  with  computer  IDs  during  his  little 
reign  (1975-79),  so  all  he  did  was  try  to  kill  every  Cambodian 
who  could  read  and  write.  He  managed  to  do  away  with  one- 
third  of  the  population. 

What  one  does  have  to  acknowledge,  and  without  equiv- 
ocation, is  that  the  technological  revolution  has  given  us  the 
resources  to  invade  privacy.  What  does  that  mean?  It  means 
that  we  should  not  permit  the  invasion  of  privacy.  Not  that 
we  should  jettison  technology  capable  of  invading  privacy.  I 
am  very  much  in  favor  of  violating  the  privacy  of  John  Gotti 
and  other  part-time  killers.  I'd  like  it  if  we  invented  a  com- 
puter virus  that,  if  it  came  across  any  combination  of  letters 
that  authorized  a  killing  or  a  bombing,  would  explode  in  the 
face  of  the  theretofore  sedate  executioner.  Sure,  you  would 
have  to  make  exceptions:  John  Grisham  would  need  a  code 
that  would  let  him  keep  on  killing  people  on  his  word  proces- 
sor. Also  the  clerks  of  courts  that  give  the  final  okay  to  judi- 
cial executions. 

And  anyway,  why  is  it  the  doomsayers  are  so  confident  that 
computer  and  associated  technology  will  remove  the  keenness 
of  life's  experience?  Sure,  it  used  to  be  gratifying  when  at  sea 
in  blue  water  to  figure  out  just  where  you  were,  before  there 
were  satellites  up  there  to  relieve  you  of  the  required  fuss.  And, 
yes,  celestial  navigation  should  continue  to  be  taught  in  the 
naval  schools,  and,  yes,  the  art  will  continue  to  delight 
inquisitive  amateurs. 

But  what  is  the  shouting  all  about?  No  question  about 
|  it,  the  Internet  culture  is  going  to  waste  a  lot  of  time 
and  seduce  a  lot  of  young  people  away  from  the 
I  greater  nutritional  alternative  of  sustained  reading. 
But  far  better  that  Junior  should  spend  three  hours 
a  day  on  the  Internet  than  watching  television,  and  televi- 
sion is  much  better  than  the  vacuity  one  associated  with  old 
people's  homes,  back  then. 

The  dispositive  point  is  always  the  same,  whether  we're  talk- 
ing about  technology  or  bread  or  cheese,  wine,  sex,  play,  or 
work:  Don't  let  it  take  over.  It  always  serves  to  restore 
perspective,  my  formula:  If  you  observe  a  nerd  wasting  his 
life  away  at  the  computer  terminal,  tell  him  to  ease  up.  If 
you  see  Hiroshima  disappear,  be  God-awful  careful  to  avoid 
doing  it  again.  You  don't  tell  the  computer  to  stop  ►728 
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"Are  we  happy  with  our 
global  SAP  implementation? 


You  bet  your  2/\^f  hO/It-?  we  are-' 


"After  all,  SAP  software  has  helped  us 
become  the  ninth-largest  software 
company  in  the  world. 

"Especially  impressive  since 
we  were  a  hardware  company 
when  we  started  looking  for  a 
new  system. 

"In  1992,  we  had  come  to  the 
realization  that  our  business  processes 
needed  major  streamlining.  That  our 
technology  infrastructure  was  far  too 
complex  and  inefficient.  And  that  we'd 
never  be  able  to  grow  or  change  our 
business  model  fast  enough  as  a  result. 

"We  looked  for  a  solution  that  would 
give  us  the  flexibility  and  efficiencies  we 
so  obviously  needed.  Since  we  were 
already  a  global  company,  it  also  had  to 
handle  multiple  currencies  and  languages. 

"And  SAP  was  and  is  the  only  business 
software  company  with  a  solution  that 
does  it  all. 

"In  fact,  not  only  have  we  implemented 
their  R/3  system  in  18  subsidiaries  with 
25  different  currencies  and  data  in  thirteen 
languages.  SAP  even  worked  with  us  to 
develop  a  unique  single  database  that 
contains  our  Japanese  data  in  Kanji  and 
Katakana,  for  seamless  integration  between 


—Kathleen  Cote,  CEO, 
Compute/vision  Corporation. 


our  Japanese  subsidiary  and  the  entire 
enterprise. 

"And  when  we  changed  our 
business  model  from  a  hardware 
company  to  a  software  and  services 
company  in  1993,  we  reconfigured 
our  SAP  system  over  the  course  of 
a  weekend.  You  can't  get  more 
flexible  than  that. 

"Over  a  three-year  period  of 
worldwide  implementation,  we 
average  more  than  a  module  per 
country  each  month.  Leveraging  our 
own  people  with  consultants,  we've 
kept  consulting  costs  down  to  73  cents 
for  every  software  dollar.  And  we've 
gone  from  running  123  home-grown 
applications  on  400  minicomputers  to 
running  a  handful  of  applications,  including 
R/3,  on  only  40  servers  and  minicomputers. 
"More  importantly,  the  entire 
implementation  has  paid  for  itself. 
We've  more  than  recovered  our 
investment  through  savings  in 
Distribution,  Finance  and 
Administration,  and  IT.  All  of 
which  were  critical  to  our 
changing  businesses. 
"All  1  can  say  is,  ^Br^LI  >" 


More  than  6,000  companies  are  currently  working  better  with  SAP  business  process  software.  To  find 
out  how  your  company  can  join  them,  call  1-800-283-1SAP.  Or  visit  us  at  http://www.sap.com. 

A  Better  Return  ( )n  Information 


mr 


All  SAP  references  herein  .ire  tin-  registered  or  unregistered  trademarks  of  SAP  A(i  All  other  products  or  companies  mentioned  in  this  advertisement 
may  be  the  registered  or  unreg!  tered  trademarks  of  their  respective  companies  and  are  hereby  acknowledged.  Copyright  1996  SAP  America,  Inc. 


MICHAEL 

THE  MORALITY  &  METAPHYSICS  OF  EMAIL 

KINSLEY 


TIhe  way  the  new  technology  has  affected  my  work- 
ing life  most  directly  has  nothing  in  particular  to  do 
with  what  I  am  producing.  My  product  happens  to  be 
an  Internet-based  magazine,  but  this  particular  inno- 
vation would  be  just  as  transforming  if  my  business  were 
manufacturing  paper  clips.  The  innovation  is  email. 

Until  I  came  to  Microsoft  in  January,  I  had  never  worked 
for  a  big  corporation.  So  I 
was  having  a  hard  time  sort- 
ing out  all  my  new  impres- 
sions. What  was  Microsoft 
(which  prides  itself,  of 
course,  on  being  a  different 
kind  of  corporation)  and 
what  was  (despite  Micro- 
soft's pretensions)  corporate 
America  in  general?  Shortly 
after  I  arrived,  I  met  some- 
one who'd  just  joined 
Microsoft  from  Nintendo 
North  America — a  similar 
high  tech,  postindustrial, 
shorts-and-sandals  sort  of 
company,  one  would  sup- 
pose. So  I  asked  him,  How 
is  Microsoft  different?  He 
said,  "At  Microsoft,  the 
phone  never  rings."  And  it's 
almost  true.  The  ringing 
telephones  that  TV  produc- 
ers use  as  an  all-purpose 
background  noise  to  signi- 
fy a  business  setting  are  vir- 
tually silent  at  Microsoft.  At 
least  in  terms  of  intracom- 
pany  communications,  probably  99  percent  take  place  through 
email.  If  you  should  happen  to  get  an  old-fashioned  phone 
call,  you  may  well  be  informed  of  that  fact  by  email,  even  if 
the  person  who  took  the  message  is  within  eye-contact  range. 

Microsoft  may  still  be  a  bit  ahead  of  most  of  the  rest  of  the 
country  in  developing  an  email  culture,  but  I  suspect  it's  only 
a  tiny  bit.  Email  is  inevitable.  Nineteen  eighty-nine  was  the 
year  you  stopped  asking  people,  "Do  you  have  a  fax  machine?" 
and  started  asking,  "What  is  your  fax  number?"  Nineteen 
ninety  was  the  year  you  started  being  annoyed  (and,  by  around 


Christmastime),  incredulous  that  anyone  in  the  business  or 
professional  world  would  not  have  a  fax  number.  Similarly, 
1996  is  the  year  you  stopped  asking  people,  "Do  you  have 
email?"  and  started  asking,  "What  is  your  email  address?" 
By  the  end  of  1997  you  will  be  indignant  if  anyone  you're  do- 
ing business  with  expects  you  to  go  to  the  trouble  of  com- 
municating by  less  convenient  methods. 

This  is  an  almost  entirely 
positive  development.  Con- 
venience aside,  email  is  a 
marvelous  medium  of  com- 
munication. It  combines  the 
immediacy  of  telephone  or 
face-to-face  talk  with  the 
thoughtfulness  (or  at  least 
the  opportunity  for  thought- 
fulness)  of  the  written  word. 
At  Slate  we  find  it  a  wonder- 
fully productive  way  to 
bounce  around  editorial 
ideas.  And  we  use  it  in  the 
online  magazine  as  a  medi- 
um of  policy  debate  that  we 
find  intellectually  superior  to 
television  chat. 

Email  has  eased  the  bur- 
den of  putting  out  a  national 
magazine  of  politics  and  cul- 
ture from  Redmond,  Wash- 
ington (which  is  not  the 
center  of  the  universe,  what- 
ever some  of  its  denizens 
may  think).  With  a  small 
budget  and  staff,  we  could 
not  ordinarily  afford  to  have 
a  headquarters  in  Redmond  plus  bureaus  in  Washington 
and  New  York.  But  email  enables  us  to  spread  the  "head- 
quarters" staff  over  all  three  places.  Our  East  Coast  represen- 
tatives can  pick  up  the  local  vibes  in  the  traditional  metro- 
politan manner  (i.e.,  lunch)  then  plug  back  into  Redmond 
in  the  modern  manner  (i.e.,  email).  If  you  use  email  dozens 
of  times  a  day — and  save  it — you  end  up  with  a  pretty  com- 
plete record  of  your  activities  and  thoughts.  As  someone  who 
(like  many  others)  aspires  to  keep  a  diary  but  lacks  the  self- 
discipline,  I  find  this  comforting.  Lawyers,  of  course,  ►  128 
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OWEN 

REMEMBRANCE  OF  THINGS  FAST 

EDWARDS 


■  s  she  moved  toward  the  end  of  a  long  life,  my  moth- 
■B  er  quietly  embarked  on  a  process  of  de  acquisition. 
fl^A  I  ike  the  British  Empire  at  the  end  ol  its  long  life,  she 
gave  away  possessions  that  once  had  defined  her,  with 
H VI  an  air  (I  sensed)  of  relief  rather  than  regret.  Things 
I  once  couldn't  have  imagined  her  parting  with — her  silver 
place  settings,  her  Wedgwood  china,  her  jewelry — were  dis- 
patched without,  it  seemed,  a  second  thought.  Mom  was  an 
equal  opportunity  giver.  My  brother  and  I  got  some  of  her 
treasures,  but  others  went  to  the  woman  who  cleaned  her 
apartment,  some  to  a  niece  and  nephew  so  distant  I  couldn't 
remember  her  ever  speaking  about  them.  I  don't  think  my 
mother  considered  these  things  as  gifts  given,  but  as  problems 
disposed  of.  "Property  is  nuisance,"  said  the  mathematician 
Paul  Erdos,  and  I'm  sure,  in  her  last  year  or  two,  Mother  would 
have  agreed.  It  was  as  if  she  had  laid  out  an  intercept  vector, 
so  that  at  the  moment  she  and  death  converged  there  would 
be  nothing  left  of  her  worldly  goods  but  her  wedding  ring. 
With  the  exception  of  a  few  odds  and  ends  she  couldn't  find 
takers  for,  she  came  very  close. 

When  this  process  first  started,  or  at  least  when  it  became 
apparent  to  me,  I  was  upset  by  it.  My  mother  had  diminished 
mentally  and  physically  as  she  aged,  and  I  suppose  I  had 
begun  to  feel  that  her  true  essence  somehow  remained  more 
in  her  things  than  in  herself.  What  I  failed  to  understand 
was  that  her  "going  out  of  business"  giveaway  was  inseparably 
tied  to  the  running  down  of  her  energy.  Like  a  balloonist 
throwing  ballast  over  the  side,  she  retained  just  enough  buoy- 
ancy to  keep  herself  afloat  till  the  end.  Without  intending 
to,  my  mother  had  converted  naturally  to  a  kind  of  Zen,  striv- 
ing toward  what  bodhisattvas  call  "the  being  of  no  being." 
With  unsentimental  determination,  she  contrived  to  put  a  per- 
fect finis  on  the  last  act  of  her  life,  to  dematerialize  totally,  un- 
til at  last  we  were  left  with  our  memories  of  her,  eighty-eight 
years'  accumulation  of  photographs,  a  tiny  gold  band,  and  a 
small  container  of  ashes  labeled  with  the  dreary  neologism 
"cremains." 

As  a  compulsive  collector,  I'm  not  sure  I  will  ever  behave 
as  my  mother  did.  But  in  the  past  few  years,  I've  begun  to  un- 
derstand her  pleasure  in  the  ritual  of  good  riddance.  Not  too 
many  years  ago,  my  work  as  a  writer  was  measured  out  in  the 
palpable  material  of  manuscripts — typed  ink  on  paper,  piled 
up  piece  by  piece  until  the  finished  stack  was  tamped  into  a 
neat  rectangle  (this  small  act  like  a  finalizing  punctuation 
mark),  put  in  an  envelope,  taken  to  the  post  office,  and  sent 


off  like  a  small  wrapped  present  to  a  magazine  or  publishing 
house.  In  the  slow  but  steady  accretion  of  visible  work,  I  wasn't 
much  different  from  a  bricklayer  or  a  tailor.  Admittedly,  writ- 
ing didn't  do  much  for  muscle  tone,  and  the  sense  of  accom- 
plishment latent  in  a  couple  dozen  sheets  of  paper  probably 
is  on  a  lower  order  than  that  in  a  well-built  wall  or  a  hand- 
sewn  suit.  But  a  day's  labor  left  similarly  tangible  evidence 
of  work  done. 

The  digital  revolution  has  changed  the  nature  of  that 
evidence,  and  the  sources  of  satisfaction.  No  more  stacks  of 
paper  to  be  squared  off  with  a  gratifying  thump.  Now  pages 
don't  pile  up,  they  scroll  up  and  disappear.  Files  are  no  longer 
in  plain  sight  on  top  of  my  desk  (there  to  chide  me  for 
inattention);  they  are  stored  on  my  computer's  hard  disk. 
I  still  have  a  small  pile  of  newspaper  and  magazine  clips  to  be 
used  as  reference,  but  one  of  these  days  I'll  buy  a  scanner  so 
that  these,  too,  will  vanish  from  the  analog  world  into  the  par- 
allel digital  universe.  There  are  no  envelopes  to  be  sealed  any- 
more, no  ritual  trips  to  the  post  office.  All  these  homey  signs 
of  work  done  have  been  replaced  by  a  small  horizontal  box 
on  my  monitor  that  slowly  fills  in  from  left  to  right  as  arti- 
cles or  chapters  travel  electronically  from  my  computer  to 
the  computers  of  editors  hundreds  or  thousands  of  miles  away. 
In  most  cases,  the  first  time  I  actually  see  my  words  on  pa- 
per is  when  I  see  them  in  a  magazine.  Like  my  mother,  but 
for  different  reasons  and  under  very  different  circumstances, 
I  have  begun  to  approach  the  insubstantiality  of  a  kind  of 
Zen.  Digital  Zen. 

T I  hough  the  bricklayer  in  me  ought  to  be  dismayed 
by  this,  the  writer  (the  more  ironical  of  the  two)  is 
delighted.  That  the  only  substance  of  my  work  is  what- 
ever ideas  it  may  contain,  that  those  ideas  flow  from  my 
head  through  wires  directly  to  the  people  who  pay 
for  them,  seems  close  to  sublime — a  frictionless  process  with 
nothing  solid  to  slow  it  down,  and  little  evidence  left  behind. 
From  paper  trail  to  vapor  trail. 

I  feel  lightened  by  this  digital  technology:  agile,  facile, 
fluid,  fast  as  thought.  With  only  the  mildest  qualm,  I've  bought 
into  the  fabulous  future. 

A  price  must  be  paid,  however,  for  this  lightness  afoot. 
In  my  case,  the  cost  of  digital  Zen's  fluid  speed  is  a  certain 
loss  of  contact  with  my  work.  Not  that  I  work  any  less  hard. 
On  the  contrary,  with  the  process  of  writing  accelerated,  I'm 
filling  in  the  time  saved  not  with  quiet  contemplation  ►  1 16 
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gR^a  1  115-4  but  with  more  work. 

lilWulftllv  Yet  the  abstraction  of  my 
w0  W  wM™mm  «lr  W  electronic  means  seems  to 


have  caused  a  disconnect.  All  the  former  small  acts  of  pro- 
duction— watching  the  stack  of  pages  grow,  neatening  the  pile, 
sealing  the  envelope,  delivering  it  to  the  post  office — had  a  way 
of  reaffirming  the  bond  between  me  and  what  I'd  written,  be- 
tween the  bricklayer  and  his  walls.  Now,  the  second  that  lit- 
tle box  on  my  screen  is  filled  in  and  the  piece  has  flashed  to 
its  destination,  I  begin  to  forget  what  has  been  dispatched  and 
race  on  to  the  next  thing  to  do.  There  is  a  quicksilver  quali- 
ty to  the  once  stately  process  that  prevents  anything  from  rub- 
bing off  and  remaining  with  me. 

As  the  fluidity  of  computer  technology  loosens  mnemonic 
bonds,  the  insubstantiality  of  electronic  media  may  be 
leading  to  a  loss  of  awareness  of  reality.  If  a  precomputer  writer 
like  me  can  respond  with  such  pleasure  to  sloughing  off  the 
little  chores  of  dealing  with  paper,  envelopes,  stamps,  and  so 
forth — chores  that  put  the  brakes  on  headlong,  heedless 
progress — others  will  respond  with  a  zeal  that  dismisses  any- 
thing that  doesn't  run  on  light-speed  rails.  How  easy  it  will  be 
for  generations  in  lifelong  contact  with  digital  fun,  games,  and 
work  (in  addition  to  their  continual  view  of  life  through  the 
odorless,  untactile  medium  of  television)  to  forget  that  at  some 
point  things  still  have  to  be  made,  that  ore  must  be  mined  and 
ships  sailed — that  the  muscle  and  sweat  of  hard  physical 
labor  precede  and  undergird  the  abstract  dance  that  produces 
intellectual  property. 

We  hardly  need  to  list  the  consequences  of  a  growing  gap 
between  a  world  where  the  physical  can  be  entirely  denied — 
where  people  can  meet  on  the  Internet  without  ever  actually 
encountering  each  other — and  the  world  where  things  really 
happen — dams  burst,  planes  crash,  wars  break  out,  ships  sink, 
and  failure  and  frustration  are  the  common  currency.  Is  it  the 
disjuncture  between  the  virtual  and  actual  worlds  that  caus- 
es grieving  relatives,  grousing  reporters,  and  grandstanding 
politicians  to  demand  that  the  bodies  of  the  victims  of  an  air 
disaster  be  retrieved  now,  while  120  feet  under  the  sea,  navy 
divers  struggle  against  the  inescapable  reality  of  cold  and  pres- 
sure in  order  to  find  the  dead  and  decomposing?  The  digital 
revolution  can't  be  blamed  for  every  missed  connection 
between  the  virtual  and  the  real,  but  it  is  likely  that  eventually 
the  speed  and  ease  of  electronic  work  will  cause  more  and 
more  people  to  forsake — even  forget — reality. 

Speed  kills,  it's  said,  and  in  this  case  what  it  kills  is  mem- 
ory. "There  is  a  secret  bond  between  slowness  and  memory, 
between  speed  and  forgetting,"  writes  Milan  Kundera  in  the 
novel  Slowness.  "Consider  this  utterly  commonplace  situation: 
A  man  is  walking  down  the  street.  At  a  certain  moment,  he 
tries  to  recall  something,  but  the  recollection  escapes  him. 
Automatically,  he  slows  down.  Meanwhile,  a  person  who  wants 
to  forget  a  disagreeable  incident  he  has  just  lived  through  starts 
unconsciously  to  speed  up  his  pace,  as  if  he  were  trying  to 
distance  himself  from  a  thing  still  too  close  to  him  in  time. 

"In  existential  mathematics,  that  experience  takes  the  form 
of  two  basic  equations:  the  degree  of  slowness  is  directly  pro- 
portional to  the  intensity  of  memory;  the  degree  of  speed  is 
directly  proportional  to  the  intensity  of  forgetting." 


SOME  YEARS  ago,  I  managed  to  spend  a  few  hours 
a  week  rowing  a  single  shell.  Then,  enabled  by  the  tools 
of  the  information  age  to  cram  more  productivity  into 
I  fewer  hours,  I  increased  my  working  hours  (to  make 
more  money)  and  decided  that  a  rowing  machine 
would  let  me  burn  calories  without  the  inconvenience  of 
straying  too  far  from  my  computer.  The  result  was  efficient 
but,  in  the  end,  a  bland  simulation.  Then,  responding  to  a 
sense  that  all  was  not  entirely  well,  I  joined  a  rowing  club  with 
a  boathouse  on  a  lake  not  far  from  my  house.  Now  I  am  on 
the  water  most  mornings  around  seven,  using  a  technology 
that  has  changed  little  since  Thomas  Eakins  was  painting 
scullers  on  the  Schuylkill  River  a  century  ago.  I  don't  burn 
any  more  calories  than  I  do  on  my  home  machine,  but  I  watch 
the  gulls  and  pelicans  land  and  take  off,  I  deal  with  the  wind 
and  the  mist,  I  feel  how  the  long,  narrow  shell  glides  over 
the  water  when  my  strokes  are  good,  and,  if  I  make  a  clumsy 
mistake,  there's  always  the  chance  I'll  encounter  the  shocking 
reality  of  cold  water. 

Today,  we  hear  politicians  and  sociologists  warn  of  the 
coming  division  between  digital  haves  and  have-nots.  I  suspect 
this  is  simply  another  of  the  historic  separations  that  inevitably 
follow  close  behind  technological  change — after  all,  half  the 
world's  population  still  doesn't  have  toilets,  yet  life  goes  on. 
The  coming  division  that  will  really  matter  to  many  of  us 
will  be  between  those  who  have  found  a  way  to  balance  the  yin 
of  digital  Zen  and  the  yang  of  substantial  reality,  and  those 
who  haven't.  The  former  will  understand  the  power  of  the 
digital  advantage,  and  also  the  consequences  of  forgetfulness 
and  disassociation  that  wait  in  ambush  for  those  possessed  by 
speed.  The  latter  will  grow  ever  more  enamored  of  disen- 
gagement— or  resistant  to  reality  with  all  its  messiness  and 
unpredictability — and  will  become  a  new  kind  of  cloistered, 
misanthropic  monk,  socially  maladroit,  politically  uncon- 
cerned. Digital  adepts  increasingly  devoid  of  analog  wisdom. 
People  without  memories. 

The  haves  of  cybersociety,  even  those  who  once  knew  the 
satisfaction  of  watching  paper  pile  up  or  enjoyed  the  closure 
of  a  trip  to  the  post  office,  will  not  reject  the  power  the 
information  age  has  given  them.  They're  neither  Luddites, 
addled  romantics,  nor  fools.  When  it  makes  sense  to  be  vir- 
tual, virtual  is  what  they'll  be.  But  they  will  find  ways  to 
reconnect  with  the  substance  of  the  physical  world  in  order  to 
put  some  friction  back  into  life,  to  slow  things  down  and  give 
their  dazzling  speed  and  enviable  fluidity  a  larger,  rational 
context.  Just  as  the  Industrial  Revolution  spawned  William 
Morris's  hand-working  Arts  and  Crafts  movement,  devoted 
to  countering  the  effects  of  mass  production,  the  digital  rev- 
olution will  create  a  New  Reality  Movement  (for  want  of  a  bet- 
ter name),  in  which  a  tumble  into  icy  water  is  always  possi- 
ble. Sanity  will  demand  the  slowness  of  actual  things,  the  shock 
of  surprises,  and  the  natural  resistance  of  physical  acts.  We 
may  revel  justifiably  in  our  growing  electronic  ability  to  shed 
the  weight  of  work  as  we  knew  it,  but  for  our  own  well-being 
we  must  rediscover  the  means  to  memory.  ■ 

Owen  Edwards  is  a  contributing  editor  for  Forbes  ASAP  and  a  columnist  for  GQ, 
the  Village  Voice,  and  others.  He  was  executive  editor  of  American  Photographer, 
managing  editor  of  Cosmopolitan,  and  founding  editor  of  Parenting. 
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AT&T  900  Service  takes  your  customer  support  costs 
out  of  the  left  and  into  the  right. 


^)00    Is  your  customer  support  costing  too  much  money?  An  AT&T  900  number  turns  it  into  a  service  that 
pays  for  itself.  Now  you  can  solve  your  customers'  problems  while  you  solve  one  of  your  own.  AT&T  900  Service. 
It  puts  your  customer  support  costs  back  in  the  black.  Which  keeps  you  from  seeing  red. 
CALL    1    800    655-1366    Ext.  661  http://www.att.com/business/900services 

AT&T.  For  the  life  of  your  businessr 


AT&T 


THOMAS 

THE  BUTTERFLY  AND  THE  WEB 

MOORE 


A digit,  we  might  remember,  is  a  finger,  and  a  digital 
world  is  one  where  fingers  are  at  work.  In  a  computer- 
l  heavy  universe  our  fingers  are  busier  than  ever  punch- 
i  ing  in  data  and  processing  words,  but  the  finger-work 
M  I'm  interested  in  is  the  kind  where  hands  meet 
materials  and  we  create  a  world  with  beauty  and  craft  that 
leaves  the  marks  of  the  human  body  on  it — fingerprints  that 
betray  the  individual,  rather  than  ones  and  zeros  that  leave  no 
sign  of  humanity. 

Personally,  I've  decided  that  the  best  way  I  can  survive  as 
a  human  being  in  this  high  tech  era  is  to  take  the  little  from 
it  that  I  need  and  for  the  rest  become  a  foolish  anachronism. 
I  don't  believe  that  the  Internet  or  the  World  Wide  Web  is 
going  to  make  us  a  global  community,  because  communities 
rise  from  the  heart,  not  from  the  mind.  Except  for  desperate 
excursions  into  therapy,  we've  abandoned  the  heart,  giving 
it  attention  only  when  it  complains. 

I  page  through  popular  computer  magazines  and  find  not 
a  sign  of  humanity!  I  hear  educators  anxiously  proclaiming 
their  fear  that  if  our  children  don't  become  computer  liter- 
ate they  won't  be  able  to  compete.  Compete?  Is  competition 
with  the  rest  of  the  world  our  reason  for  being?  I'd  like  my 
children  to  learn  the  humane  values  and  rich  traditions  of 
other  cultures.  I  don't  care  if  they  ever  learn  to  use  a  com- 
puter, as  long  as  they  become  people  with  heart,  imagination, 
individuality,  and  compassion. 

All  my  life  I've  read  predictions  about  our  future,  how 
we  will  enjoy  faster  and  more  productive  technologies.  But  I 
don't  care  if  the  next  century  brings  skinnier  and  clearer  tele- 
visions or  wristwatches  that  can  organize  my  life.  Productiv- 
ity is  way  down  the  list  of  my  priorities,  and  anyway  in  the 
next  century,  I'd  rather  see  peaceful  neighborhoods,  people 
working  at  what  they  love,  beautiful  towns  and  cities,  the 
restoration  of  small  farms,  hospitals  that  treat  you  as  a  per- 
son and  not  as  a  pool  of  chemicals,  children  who  are  well 
fed  and  who  are  becoming  citizens  of  compassion  and  hu- 
mane intelligence,  and  animals,  plants  and  fishes  surviving  in 
all  their  variety  and  quirky  individuality  to  reflect  a  natural 
world  that  has  a  soul. 

The  much-touted  spirituality  that  many  see  as  reviving  in 
our  millennial  times  gives  me  the  jitters.  I  see  an  increase  in 
intolerant  sectarianism,  a  superficial  understanding  of  the 
religious  traditions  when  they're  considered  at  all,  wisdom 
seekers  caught  on  a  ladder  of  narcissistic  spiritual  success 
hardly  different  from  the  ambition  that  gives  corporate 


climbers  heart  attacks,  and  the  dangerous  idea  that  spiritual- 
ity is  a  matter  of  belief  unrelated  to  living  with  nature,  with 
children,  in  civil  society,  and  with  concrete,  local  expressions 
of  compassion. 

We  have  reduced  the  meaning  of  technology  to  machin- 
ery, but  it  has  much  deeper  implications.  We  could  shape  our 
lives  with  craft  (teclme),  and  have  sacred  technologies  of  ritual 
and  prayer.  We  could  be  expert  in  the  crafts  of  raising  children 
and  making  homes.  In  the  Middle  Ages,  the  Latin  word 
computo  (compute)  was  used  for  "a  reckoning  together,"  such 
as  on  holy  days  for  festivals  and  rituals.  What  we  have  secu- 
larized was  once  surrounded  by  a  halo  of  holy  imagination. 
Once  upon  a  time,  computing  and  other  forms  of  technology 
made  life  more  sacred,  not  less. 

Technology  is  not  inhumane  in  itself,  but  it  becomes  so 
when  we  unconsciously  let  our  tools  and  instruments  form 
our  values.  Instead  of  placing  technology  within  a  humaniz- 
ing cultural  mythology,  finding  its  place  in  the  deep  story  that 
shapes  our  lives,  we  allow  our  story  to  be  shaped  by  tech- 
nology. We  use  mechanical  metaphors  for  our  most  intimate 
selves.  We  talk  about  being  programmed  to  think  or  to  feel  in 
certain  ways.  We  think  that  the  brain  is  the  ultimate  frontier 
of  our  emotions,  and  we  concoct  chemical  treatments  for 
maladies  of  the  soul. 

I am  grateful  to  be  living  in  a  time  when  medicine  can 
truly  work  wonders  with  its  chemistry  and  machines,  but 
I'm  not  so  grateful  to  be  treated  medically  as  a  soulless 
body.  I'm  happy  to  be  able  to  discuss  ideas  with  people 
everywhere  from  my  home,  but  I  wish  I  lived  in  a  civil 
world  where  I  could  find  friendliness  and  safety  walking  in 
the  towns  and  cities  of  my  own  country.  It's  great  to  be  able 
to  travel  comfortably  to  fascinating  places  around  the  globe, 
but  I'd  like  to  enjoy  beauty  and  some  relief  from  high-func- 
tioning technology  and  cold  efficiency  in  cities  closer  to  home. 

Technology  needs  to  be  enfolded  in  a  humane  vision.  As 
the  temple  builders  and  cathedral  makers  of  old  must  have 
known,  there  is  no  essential  antagonism  between  human 
ingenuity  and  a  spiritual  life,  or  between  technical  tools  and 
a  spiritually  informed  philosophy  of  life.  When  they  made 
their  beautiful  books  and  created  contemplative  gardens, 
medieval  monks  were  practicing  as  spiritually  sophisticated 
technologists. 

I'm  convinced  that  if  we  could  achieve  our  own  Renais- 
sance, our  own  revival  of  ancient  wisdom  and  a  new  ►  129 
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Stop  me  if  you've  heard  this  one... 


How  many  MIS  professionals  does  it  take  to 
change  your  year  2000-sensitive  applications? 

Just  one.  But  it  better  be  you,  Mr.  CIO. 

Weak  humor  but  strong  logic.  As  CIO,  you  need 
to  be  fully  involved  now  to  insure  a  successful 
year  2000  transition  for  your  company.  Consider 
this  quote  from  Kevin  Schick,  the  Gartner  Group, 
"By  1997,  most  available  third-party  resources 
for  year  2000  will  be  committed.  Availability  of 
outside  help  will  decrease  and  costs  will  in- 
crease as  the  date  draws  closer.  Organizations 
must  move  forward  now." 

Compuware  has  the  products,  people  and 
practices  to  keep  your  lights  on  through  2000 
and  beyond.  We'll  help  protect  your  existing 
assets,  manage  risk,  enable  your  people,  even 
leverage  Compuware  technology  you  may 
already  have  in  place.  We'll  also  save  you 
time,  money  and  code;  we  don't  fix  what  isn't 
broken.  We  deliver  practical,  real  world  solutions. 

Best  of  all,  our  products  will  not  only  handle 
your  year-2000  concerns,  they'll  keep  right 
on  working  into  the  next  millennium.  Another 
reason  why  over  9,000  customers  have  chosen 
Compuware.  Call  us  today.  800  535  8707. 
Because,  as  they  say  in  Latin... 


tern  pus  fugit. 


CAMILLE 

THE  INTERNET  &  SEXUAL  PERSONAE 

PAGUA 


In  September  1991  I  gave  a  controversial  lecture,  "Crisis 
in  the  American  Universities,"  at  the  Massachusetts 
Institute  of  Technology.  It  was  one  of  my  first  public- 
appearances  after  the  release  the  prior  year  of  my  first 
book,  Sexual  Personae,  and  I  was  attacking  what  we 
all  now  know  as  political  correctness. 

Amid  the  general  tumult  at  the  end — police  officers  had 
to  control  a  crowd  estimated  in  the  thousands — a  man 
came  up  to  me  at  the  podium  and  said,  "Do  you  know 
you're  all  over  The  Well?"  "What  is  'The  Well'?"  I  asked, 
taken  aback.  When  his  explanations  still  left  me  baffled, 
he  promised  to  send  some  samples. 

A  week  later,  a  thick  printout  arrived  at  my  university 
office  in  Philadelphia.  I  brandished  it  at  colleagues.  "Look 
at  this!"  I  cried.  "Someone  in  Boston  is  talking  about  me 
to  people  in  Tennessee,  and  they're  all  arguing  with  some- 
one in  San  Francisco!  What  the  hell  is  this?"  We  were 
completely  mystified. 

How  fast  modern  society  changes!  Only  five  years  later, 
the  World  Wide  Web  is  a  major  cultural  phenomenon  that 
is  everywhere  in  the  news  and  is  the  subject  of  fierce  polit- 
ical debate  and  ruthlessly  competitive  marketing.  It  is  also 
rapidly  revolutionizing  the  mental  lives  of  young  Americans 
in  ways  that  will  not  be  fully  understood  until  well  into 
the  next  century. 

I  owe  the  Internet  a  lot.  It  is  significant  that  my  arrival 
on  the  scene  coincided  with  a  sudden  leap  forward  in  the 
availability  of  this  technology.  I  had  vainly  struggled  for 
twenty  years  to  get  my  writing  published  and  my  ideas 
heard.  All  at  once,  things  inexplicably  changed.  Sexual 
Personae,  a  seven-hundred-page  scholarly  tome  by  an 
unknown  authcr,  quietly  sold  and  sold  until  it  became  one 
of  the  biggest  sellers  in  university  press  history.  There  was 
neither  a  publicity  budget  nor  media  coverage — the  latter 
exploded  a  full  year  later. 

The  Internet,  totally  unknown  to  me,  was  spreading  my 
ideas  nationwide  along  a  grapevine  of  dissenters  and  free- 
thinkers who  were  tired  of  both  the  rigidities  of  American  pol- 
itics (then  stuck  in  a  sterile  liberal-versus-conservative  mode) 
and  the  censorship  and  conformism  on  campus  and  in  femin- 
ism. My  libertarian  philosophy,  as  well  as  my  pro-sex,  pro-art, 
pro-popular  culture  positions,  struck  a  chord  with  the  radical 
individualists  and  space  cowboys  who  were  the  pioneers  of 
the  Net.  This  is  an  excellent  example  of  how  the  new  per- 
sonalized technology  has  broken  the  tyranny  of  the  East  Coast 


literary  and  media  establishment.  Ideas  can  no  longer  be  con- 
trolled by  an  incestuous  elite  or  the  accidents  of  geography. 

The  sixties  generation  to  which  I  belong  was  motivated 
by  much  more  than  antiwar  sentiment  or  back-to-nature 
romanticism.  We  were  very  futuristic;  we  were  children  of 
the  machine  who  had  been  teethed  on  transistors.  We  grew 
up  with  television,  had  our  ears  glued  to  portable  radios 
at  the  dawn  of  rock  'n'  roll,  and  went  to  college  with  stere- 
os just  as  rock  went  political.  I  may  be  the  first  intellec- 
tual whose  system  of  thought  was  profoundly  influenced 
by  raptly  listening  to  Jefferson  Airplane's  acid-rock  sonic 
experiments  on  stereo  earphones. 

I  love  science  and  technology  and  despise  the  ignorant 
literary  academics  who  claim  that  science  is  nothing  but 
veiled  ideology.  The  arts  and  sciences  are  integrated  in  my 
view  of  Western  culture,  as  it  began  in  ancient  Egypt  and 
Greece.  The  problem  with  old  leftism  is  that  it  has  never 
honestly  admitted  the  liberating  effect  of  industrial  capi- 
talism. Thanks  to  technology,  women  have  achieved  eco- 
nomic independence  for  the  first  time  in  history.  And 
thanks  to  mass  media,  the  young  inhabit  their  own  extend- 
ed community  and  are  no  longer  oppressed  by  their  par- 
ents' values  and  tastes.  The  Industrial  Revolution  has  enor- 
mously benefited  mankind:  Most  people  used  to  be  trapped 
in  small,  isolated  villages,  working  constantly  for  survival, 
and  suffering  the  totalitarianism  of  tribal  life. 

TIhe  era  of  digital  technology  is  simply  a  contin- 
uation of  the  Enlightenment,  that  splendid  rebirth 
of  Greco-Roman  science  currently  vilified  by  the 
callow,  word-obsessed  poststructuralists  and  their 
postmodernist  pups.  I  look  for  revelation  not  to  that 
overrated  nerd,  Michel  Foucault,  but  to  Star  Trek,  our 
prophetic,  multicultural  saga  of  a  universe  where  men  and 
machines  live  in  beautiful,  elegant  intimacy.  As  a  teacher 
for  twenty-five  years,  however,  I  am  well  aware  of  the 
worrisome  aspects  of  the  shift  away  from  the  Gutenberg 
printed  book.  Students'  attention  span  has  diminished,  and 
their  interest  in  complex  texts  is  vanishing.  The  computer 
professionalizes  the  production  of  prose  but  also  removes 
its  subtleties  of  voice  and  style.  And  Internet  communi- 
cation is  so  easy  and  instantaneous  that  it  can  degenerate 
into  childish  impulse. 

Ultimately,  the  computer  represents  the  expanded  con- 
sciousness that  my  generation  dreamed  of  and  ►J35 
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JOE 

HOW  I  WAS  FLAMED  BY  SERB  HEAT  AND  SURVIVED 

QUEENAN 


Back  in  May,  I  SPENT  THREE  days  writing  an  online 
novel  for  Mr.  Showbiz,  a  service  launched  in  1995  by 
Microsoft  cofounder  Paul  Allen.  Serb  Heat  dealt  with 
|  a  bloodthirsty  Bosnian  Serb  militiaman  who  reads  a 
New  York  Times  article  on  his  laptop  and  finds  out 
that  he  has  been  insulted  by  a  journalist  who  had  a  frighten- 
ing encounter  with  him  several  months  earlier.  Tired  of  slaugh- 
tering innocent  women  and 
children,  he  grabs  the  next 
flight  to  the  United  States, 
kills  the  journalist,  then  sets 
out  to  polish  off  the  only 
other  person  who  can  link 
him  with  the  crime:  a  pa- 
thetic old  folksinger  named 
Ramblin'  Pete  Maneshewitz. 

Serb  Heat  consisted  of 
twenty-two  chapters,  each  of 
which  was  electronically 
filed  as  soon  as  I  finished  it. 
My  editors  at  Mr.  Showbiz 
would  quickly  clean  up  any 
spelling  mistakes  or  typos, 
then  post  it  on  the  Net, 
where  anyone  on  the  planet 
could  read  it.  Readers  could 
then  send  me  email  telling 
me  precisely  what  they 
thought  of  the  work  in 
progress. 

For  me,  this  interactive 
component  was  by  far  the 
most  fascinating,  yet  fright- 
ening, feature  of  what 
had  started  out  as  a  good- 
natured  publicity  stunt.  Traditionally,  when  you  write  nasty, 
hopelessly  unfair,  generally  mean-spirited  material — the  kind 
that  I  write — there  is  a  long  gap  between  the  moment  the  ma- 
terial is  actually  written  and  the  moment  the  people  you  are 
making  fun  of  get  to  tell  you  how  much  they  hate  you.  In 
the  case  of  a  national  magazine,  months  can  go  by  between 
the  appearance  of  your  article  and  the  publication  of  the 
angry  letters  to  the  editor  by  people  claiming  that  they  were 
maligned,  libeled,  or  misquoted. 

Even  with  a  newspaper,  there  is  at  least  a  gap  of  a  few  days 


between  the  publication  of  the  offensive  material  and  the  out- 
raged protests  of  the  massacred  innocents.  Moreover,  unless 
the  newspaper  or  magazine  physically  forwards  the  angry  let- 
ters to  the  writer,  he  can  blissfully  go  about  his  business,  con- 
fident that  only  one  or  two  people  hated  his  article,  because 
only  one  or  two  angry  letters  were  selected  for  publication.  In 
fact,  there  may  be  thousands  of  people  out  there  who  think 

he  is  a  scoundrel,  an  idiot, 
a  leftist,  or  a  tool  of  Satan. 
But  he'd  rather  not  know. 

The  Net  and,  most  par- 
ticularly, email  have  changed 
all  that.  Scant  minutes  after  I 
had  posted  the  first  chapter 
of  Serb  Heat,  which  intro- 
duced Ratko  Krudzik  and 
his  murderous  comrades,  I 
began  to  receive  hate  mail 
from  wronged  Serbs  all  over 
the  world.  One  man  in  Mis- 
sissippi threatened  a  lawsuit. 
Another  pilloried  Mr.  Show- 
biz for  publishing  "hate  lit- 
erature." A  third  said  that 
I  would  never  dare  write 
about  Africans,  Americans, 
or  Irish  Catholics  the  way 
I  had  written  about  his 
beloved  Central  European 
compatriots.  A  fourth  called 
me  a  Nazi — a  personal  first. 
Though  some  of  the  elec- 
tronic correspondence  was 
supportive,  most  was  not. 
The  vast  majority  of  people 
who  sent  emails  thought  I  was  the  scum  of  the  earth. 

Whether  or  not  I  am  the  scum  of  the  earth  is  a  point  open 
to  endless  discussion.  If  my  wife  knew  how  to  compose  email, 
I  would  have  strongly  suspected  her  of  being  the  author  of 
some  of  the  more  abusive  missives.  But  my  putative  scum- 
miness  need  not  concern  us  here.  What  interests  us  here  is 
how  I  reacted  to  this  electronic  onslaught  of  outrage.  Did  I  do 
what  courageous  novelists  have  done  down  through  the  course 
of  history  and  ignore  this  torrent  of  deprecation,  confident 
that  I  held  a  loftier  moral  footing  than  my  correspondents,  ►  130 
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REYNOLDS 

STRENGTHENED  BY  A  PALE  GREEN  LIGHT 

PRICE 


Jfcs  an  American,  born  in  rural  North  Carolina  in  1933, 
I've  been  given,  in  the  past  decade,  two  enormous 
■  A  boons  from  the  realm  of  hard  new  technology.  In  the 
Ag^R  spring  of  1984  an  enormous  malignant  tumor  was 

0  VI  discovered  in  the  midst  of  my  spinal  cord.  Even  in  a 
world-class  medical  center  like  that  at  Duke  University,  the 
therapies  available  to  radiologists  and  neurosurgeons  in  the 
early  eighties  did  not  allow  them  to  remove,  or  substantially 
reduce,  that  tumor.  After  an  initial  abortive  surgery  I  was,  in 
a  matter  of  weeks,  paraplegic.  My  body  was  paralyzed  from 
the  upper  chest  downward;  my  arms  and  hands  were  spared, 
but  my  very  existence  was  still  the  target  of  a  hungry  and 
rapidly  growing  cancer. 

However,  by  the  time  that  tumor  became  imminently  life- 
threatening  in  the  spring  of  1986,  my  surgeon  had  mastered 
a  brand-new  tool  of  medical  technology — an  ultrasonic  laser 
scalpel.  With  that  sophisticated  instrument  in  hand,  and  over 
a  period  of  five  months  in  two  lengthy  procedures,  he  re- 
entered my  spinal  cord  and  removed  all  visible  traces  of  the 
tumor — sparing  my  hands  and  arms  again.  And  my  life.  A 
decade  later — checked  annually  by  the  magnetic  resonance 
imager,  another  tool  that  was  unavailable  in  1984 — I've  had 
no  further  losses  or  symptoms  of  the  tumor. 

At  the  same  time,  my  career  was  profoundly  changed  by 
yet  another  new  machine.  In  1983,  a  year  before  I  was  aware 
of  the  threat  of  illness,  I'd  acquired  my  first  word  processor, 
an  IBM  Displaywriter.  As  a  man  with  a  long  record  of  not  un- 
derstanding the  workings  of  any  tool  more  complicated  than 
the  hammer,  I  faced  a  new  computer  with  considerable 
qualms.  Once  I'd  learned  my  superficial  way  around  its  cryp- 
tic keyboard,  I  began  to  use  the  computer  to  transcribe,  every 
day  or  so,  the  just-written  pages  of  a  new  novel  called  Kate 
Vaiden.  For  the  actual  writing,  I  continued  to  practice  my  life- 
long method — the  setting  down,  and  steady  correction,  of 
words  and  sentences  by  hand  and  fountain  pen  (I'd  never  been 
able  to  compose  with  any  degree  of  success  on  a  typewriter — 
too  much  noise  and  too  cumbersome  a  process  when  it  came 
to  inserting  the  constant  changes  I  make  in  my  first  and 
second  thoughts). 

After  a  few  weeks  of  the  new  procedure — gingerly  entering 
handwritten  prose  into  the  computer  while  I  could  still  deci- 
pher my  own  script — it  began  to  dawn  on  me  that  I  was  fail- 
ing to  accept  a  large  opportunity.  As  I  watched  the  blessedly 
silent  transformation  of  my  manuscript  into  pale  green  lights 
on  a  sizable  screen — and  as  I  revised  them  there,  with  so  little 


expense  of  time  and  effort — I  began  to  suspect  that  the  com- 
puter might  revolutionize  not  only  my  time-hallowed  and 
strictly  manual  method  of  writing  but  the  final  product  as  well. 

And  within  a  matter  of  a  few  days,  I  was  off  and  streak- 
ing— a  confirmed  computer-keyboard  compositor.  In  the  thir- 
teen years  since  that  discovery — a  truly  momentous  time  for 
me  and  my  work — I've  completed  and  published  fifteen 
full-length  volumes  of  fiction,  poetry,  drama,  essays,  and 
translations.  In  the  previous  twenty-one  years  of  publication, 
I'd  completed  twelve  volumes.  What,  other  than  unconscious 
psychic  factors,  explains  such  a  midlife  doubling  of  one's  rate 
of  work? 

I  have  to  assume  that  my  own  ability  to  conceive  and  tran- 
scribe my  work  has  been  powerfully  strengthened  by  my  daily 
access  to  a  machine  that's  been  available  to  American  writ- 
ers for  little  more  than  a  decade  (in  the  past  four  years  I've 
worked  on  the  uncannily  simple  and  resourceful  Macintosh 
Ilsi  computer  and  a  Mac  PowerBook  145  when  traveling).  I've 
discussed  my  experience  with  numerous  writing  colleagues 
and  find  that  their  responses  to  computer  work  are  remark- 
ably similar  to  mine.  I've  encountered  no  one  who  has  seri- 
ously attempted  and  then  rejected  computer  writing. 

In  general  the  ease  of  revision,  even  the  radical  reorgani- 
zation and  transfer  of  sentences  and  paragraphs,  has  made  it 
possible  for  our  mental  faculties  to  secrete  and  deliver  the 
words  a  good  deal  more  rapidly  than  was  previously  possi- 
ble to  most  of  us  in  the  grip  of  ponderous  typewriters,  pen- 
cils, or  pens.  Virtually  all  computer  writers  confirm  another 
finding  of  my  own.  Given  the  speed  available  to  one's  fin- 
gers and  mind,  and  the  quiet  seductiveness  of  seeing  one's 
words  materialize  on  a  lighted  screen,  the  always  laborious 
process  of  composition  has  been  considerably  sweetened  and 
lightened  by  more  than  a  hint  of  sheer  play. 

Tlo  A  SANE  AND  easily  controllable  extent,  writing  now 
often  becomes  a  higher  and  far  more  rewarding  branch 
of  the  videogame.  The  only  detectable  drawback,  for 
me,  of  the  games  aspect  of  word  processing  has  been 
my  discovery  that  I  cannot  achieve  a  rigorous  final  edit 
on-screen.  Something  in  the  nature  of  the  lighted  screen  itself 
convinces  me  that  the  work  is  finished  when,  in  fact,  it's  not. 
Perhaps  it's  only  the  result  of  my  years  of  experience  with 
handwriting,  but  I've  now  learned  that,  at  the  final  stage, 
I  must  print  out  hard  copy  and  insert  my  final  revisions 
by  hand.  ►J35 
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CKLEY 


111  M  accommodating  the  fa- 
natic. You  don't  defame  the 
muse.  That  would  be  ingrati- 
tude, a  terribly  sinful  offense. 

Back  when  I  launched  Notional  Review,  an  editorial 
associate  complained  about  the  modern  age,  but  from  a 
perspective  entirely  different  from  that  of  the  Luddites.  He 
was  an  expatriate  Viennese  intellectual  who  lived  in  Vermont 
and  attempted  to  commute  regularly  to  New  York.  He 
swooped  into  the  office  one  day — he  liked  noticeable  entries — 
haggard  from  hours  of  waiting  at  various  airports.  "I  dreamed 
a  dream,"  he  told  me,  dramatically.  "Somebody  in  that  dream 
came  up  with  the  idea  of:  parallel  steel  rails.  You  run  these 
rails  from  town  to  town  and  you 
construct  a  vehicle  that  rolls  over 
those  rails  and  takes  you  from 
town  to  town,  no  traffic  prob- 
lem, no  weather,  no  airport  de- 
lays! Just  smooth  travel,  from 
wherever  you  are,  to  wherever 
you're  going." 

Yes,  and  don't  we  all  lament 
the  slow  death  of  the  railroad. 
But,  once  again,  you  can't  blame 
airplanes  for  this  development. 
What  you  blame  is  people  who 
stop  using  railroads.  What's  to 
be  done  about  that?  Nothing, 
because  railroads  are  eo  ipso 
collective  enterprises,  and  one 
man's  decision  to  patronize 
them  isn't  enough  to  cause  them  to  spring  to  life.  The  indi- 
vidual can  shut  down  his  computer  and  go  back  to  a 
typewriter,  or  to  pen  and  pencil,  but  he  can't  cause  others 
to  do  it. 

That  is  the  marvelous  aspect  of  the  computer  age.  If  you 
insist,  you  can  decline  to  avail  yourself  of  it,  but  only  when 
you  are  directly  in  charge  of  the  situation.  What  you  can't  do 
is  prevent  other  people  from  using  it,  and  you  can't  ward 
off  the  derivative  advantages  of  other  people's  use  of  tech- 
nology. When  you  present  your  Mars  bar  to  the  lady  at  the 
counter,  she  spotlights  the  bar  code  and  tells  you  that  will 
be  59  cents,  and  you're  on  your  way.  She  might  have  had  to 
look  it  up,  like  in  the  Yellow  Pages.  And  you  would  stand  there 
impatiently  because,  you  see,  she's  not  all  that  good  at  work- 
ing the  alphabet:  So  you're  silently  cursing  her  miseducation. 

But,  dear  Miniver  Cheevy,  don't  sit  there  weeping  as  you 
assail  the  seasons.  Flick  on  the  Digital  Satellite  System  and 
help  yourself  to  twenty-five  to  thirty-five  channels  of  music, 
just  to  begin  with,  and  if  it  makes  you  feel  more  useful,  con- 
centrate on  ways  to  keep  the  Nazis  sequestered  in  the  fever 
swamps.  And  take  it  easy.  They're  not  likely  to  get  to  you  just 
because  they  know  your  Social  Security  number.  I  personally 
think  it's  great,  and  if  ever  my  faith  wavers,  all  I  need  to  do 
is  read  an  essay  by  George  Gilder  in  Forbes  ASAP.  ■ 

William  F.  Buckley  Jr.  is  a  nationally  syndicated  columnist,  longtime  host  of  the 
PBS  show  Firing  l  ine,  and  the  author  of  numerous  novels  and  nonfiction  books. 
He  founded  the  National  Review  in  1955  and  remains  its  editor  at  large. 


KINSLEY 


The  technological  revolution 
has  given  us  the  resources  to 
invade  privacy.  What  does 
that  mean?  It  means  that  we 
should  not  permit  the  inva- 
sion of  privacy.  Not  that  we 
should  jettison  technology 
capable  of  invading  privacy. 

-William  F.  Buckley 


113-4  find  it  alarming,  but  you 
can't  please  everybody. 

A  social  advantage  of  email 
is  its  egalitarianism.  It's  another  blow  to  the  old  corporate 
culture  in  which  Mr.  Bigshot  dictates  letters  and  memos 
and  the  secretary  types  them,  folds  them,  mails  them, 
opens  them  at  the  receiving  end,  files  them,  and  so  on.  Is 
there  anyone  in  the  business  world  who  still  thinks  that  he 
or  she  is  too  important  to  type?  If  so,  that  person  had 
better  wake  up.  Refusing  to  use  a  keyboard  will  soon  be  as 
anachronistic  as,  say,  refusing  to  speak  on  the  telephone. 

To  be  sure,  egalitarianism  has  its  limits.  The  ease  and  econ- 
omy of  sending  email,  especially  to  multiple  recipients,  makes 

us  all  vulnerable  to  any  bore, 
loony,  or  commercial  or  politi- 
cal salesman  who  can  get  our 
email  address.  It's  still  a  lot 
less  intrusive  than  the  telephone, 
since  you  can  read  and  answer 
or  ignore  email  at  your  own 
convenience.  But  as  normal 
people's  email  starts  mounting 
into  the  hundreds  daily,  which 
is  bound  to  happen,  filtering 
mechanisms  and  conventions 
of  etiquette  that  are  still  in 
their  primitive  stage  will  be  des- 
perately needed. 

Another  supposed  disadvan- 
tage of  email  is  that  it  discour- 
ages face-to-face  communication. 
At  Microsoft,  where  people  routinely  send  email  back  and 
forth  all  day  to  the  person  in  the  next  office,  this  is  certainly 
true.  Some  people  believe  this  tendency  has  more  to  do  with 
the  underdeveloped  social  skills  of  computer  geeks  than  with 
Microsoft's  role  in  developing  the  technology  email  relies  on. 
I  wouldn't  presume  to  comment  on  that.  Whether  you  think 
email  replacing  live  conversation  is  a  good  or  bad  thing 
depends,  I  guess,  on  how  much  of  a  misanthrope  you  are. 
I  like  it. 

Historians  looking  back  on  our  time,  I  suspect,  will  have 
no  doubt  that  the  arrival  of  email  was  a  good  thing.  For 
decades  now  historians  have  been  complaining  about 
the  invention  of  the  telephone.  By  destroying  the  art  of 
letter  writing,  telephones  virtually  wiped  out  the  historians' 
principal  raw  material.  Email,  however,  has  reversed  that 
development.  Historians  of  the  twenty-first  century  will 
be  able  to  mine  rich  veins  of  written — and  stored — material. 
People's  daily  lives  will  be  documented  better  than  ever  I 
before.  Scholars  specializing  in  the  twentieth  century  will 
be  at  a  unique  disadvantage  compared  both  with  their 
colleagues  writing  about  the  nineteenth  or  earlier  centuries 
and  with  those  writing  about  the  twenty-first  or  later. 

So  1996  is  not  just  the  year  business  embraced  email.  In 
a  way,  it  is  the  year  history  started  again.  ■ 

Michael  Kinsley  is  editor  of  Slate,  an  interactive  magazine  published  by  Microsoft 
(http://www.slate.com).  He  is  former  editor  ofThe  New  Republic  and  the  "Amer- 
ican Survey"  section  of  The  Economist,  and  former  cohost  of  CNN's  Crossfire. 
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105-4  the  electronic 
campfire.  A  lot  of  the 
action  is  in  offices,  with 
the  boys  trading  their  latest,  hottest  downloads  as  if  they  were 
baseball  cards.  The  male  thrill  of  the  hunt  has  been  severely 
curtailed  in  these  PC  times,  but  it's  still  alive  on  the  Net. 

I  know  an  animator  who  has  built  himself  a  great  search 
engine,  which  he  uses  to  browse  all  the  sex-oriented  Usenet 
groups  (there  are  a  lot  of  them). 
He's  got  it  programmed  to 
download  any  binary  picture  it 
finds.  He  unleashes  the  sucker 
and  then  heads  out  for  a  cap- 
puccino. When  he  comes  back 
in  a  couple  of  hours,  he  has  four 
or  five  hundred  files  waiting 
for  him. 

But  he  doesn't  look  at  them 
right  away.  He  burns  them  all 
onto  a  CD-ROM,  which  he  then 
shares  with  his  office  mates.  This 
is  trophy  hunting  updated  for  a 
new  age. 

If  by  "real"  we  mean  viscer- 
al, then  the  reality  of  sex  has  been 
receding  from  us  like  the  tide  of 
an  ocean.  People  are  retreating 
to  their  complicated  caves.  Tech- 
nology has  replaced  technique. 

It's  the  end  of  the  world,  at  least  as  I  know  it,  as  I  experi- 
enced it  in  those  darkened  Times  Square  porn  theaters  lo  these 
many  years  ago.  I  don't  know,  and  don't  want  to  judge,  finally, 
if  what  is  replacing  it  is  a  good  thing  or  a  bad  thing.  So  far, 
cybersex  is  cybercipher  to  me. 

But  as  the  lady  said,  it  saves  the  wear  and  tear.  ■ 

Al  Goldstein  is  best  known  as  the  founder  and  publisher  of  Screw  magazine,  which 
he  describes  as  "the  most  controversial,  irreverent  pastiche  of  satire  and  sex  ever 
placed  on  newsprint."  He  is  currently  X-rated-film  reviewer  for  Penthouse. 


MOORE 


In  the  real  world,  we  use 
friction  to  resolve  many 
conflicts  by  simply  damping 
them  out  But  in  cyberspace, 
once  privacy  is  breached,  it 
may  be  breached  worldwide. 
"Free  speech"  is  not  restricted 
to  a  street-corner  audience, 
a  locker  room,  or  a  limited- 
circulation  publication, 
but  travels  the  world. 

-Esther  Dyson 


DYSON 


994  and  get  some  sense  of  who  they 
are:  age,  sex,  dress,  are  they  cheerful,  or 
are  they  ready  to  heckle  the  speaker, 
fight  with  each  other,  fall  asleep?  One  of  the  most  telling  tex- 
tures at  any  event  is  the  guy  snoring  in  the  second  row  or  the 
speaker's  mother  knitting  quietly  in  the  back. 

After  all,  you  don't  know  who  else  is  reading  this  article 
along  with  you  or  what  they  think.  But  in  cyberspace,  ideally, 
you  would.  You  might  not  want  to  read  all  the  comments,  but 
maybe  you  could  see  the  screen  glow  a  shade  of  red  or  blue 
according  to  other  people's  reactions  and  put  in  a  vote  of 
your  own. 

Right  now,  the  only  way  to  react  is  to  send  a  copy  of  this 
article  to  a  venture  capitalist  or  entrepreneur  in  the  hope  that 
he  or  she  will  provide  the  products  and  services  I  describe. 
Or,  if  you're  a  developer,  please  get  busy!  ■ 

Esther  Dyson  is  president  of  EDventure  Holdings,  which  sponsors  electronic  industry 
forums  and  publishes  Release  1.0,  one  of  the  most  influential  newsletters  in  the 
high  tech  industry.  She  owns  neither  a  home  telephone  nor  an  automobile. 


119-4  appreciation  for  human  indi- 
viduality and  creativity  (not  produc- 
tivity), we  could  discover  technology's 
soul,  allow  it  to  serve  our  hearts  and  imaginations,  and  bring 
it  constructively  to  bear  on  our  social  problems  and  individ- 
ual frustrations.  By  itself  it  will  not  make  us  more  humane. 
It  will  not  give  us  religion. 

Actively  and  thoughtfully  we  have  to  preserve  our  human- 
ity lest  it  disappear  behind  the 
metallic  sheen  and  colorless  boxi- 
ness  of  our  instruments.  To  that 
end  we  could  produce  more  low 
tech  and  less  high  tech  machinery. 
For  every  piece  of  new  technology 
we  bring  into  our  homes,  hospi- 
tals, and  workplaces,  we  could 
include  ten  pieces  of  art  and  craft, 
some  relics  and  antiques,  and 
some  purposeless,  nonfunction- 
ing, inefficient  but  soulful  ob- 
jects, things  to  enrich  our  hearts. 

We  could  honor  the  past  as 
much  as  we  do  the  future,  and 
make  it  live  in  the  present.  More 
of  us  could  return  to  farming  and 
small  business  and  production. 
As  the  world  around  us  rushes 
into  the  future,  we  could  regress 
creatively,  imaginatively,  and 
pleasurably,  and,  in  a  certain  sense,  dumbly. 

In  the  old  Greek  story  of  Pygmalion,  the  ancient  and  arche- 
typal technologist,  a  statue  comes  to  life  when  the  goddess 
breathes  life  into  it.  When  Prometheus  created  the  human 
being,  the  goddess  brought  it  to  life  by  placing  a  butterfly 
on  its  head.  For  the  Greeks  a  butterfly  was  a  poignant  image 
of  the  soul.  We  can  continue  our  pleasing,  Pygmalion  work  of 
inventing  machines  and  making  wonderful  things,  but  if  we 
don't  find  ways  to  make  the  final  stroke,  to  evoke  the  muse 
or  the  soul-bestowing  goddess,  our  things  will  be  inimical  to 
our  humanity  and  suck  the  joy,  the  spirit,  and  the  heart  out 
of  our  existence.  ■ 

Thomas  Moore  is  the  author  of  the  best-selling  books  Care  of  the  Soul,  Soul  Mates, 
and  The  Re-Enchantment  of  Everyday  Life.  He  lectures  widely  on  the  themes  of 
these  books,  as  well  as  on  spirituality,  mythology,  and  the  arts. 


McKIBBEN 


107-4  that  we've  built  a 
technosphere  to  amplify 
the  sound  of  every  nutshell 
and  to  broadcast  high-quality  pictures  of  each  mosquito's  wing, 
it's  even  better  advice,  albeit  harder  than  ever  to  follow.  Solitude, 
silence,  darkness  — these  are  the  rarest  commodities  after  a  half 
century  of  electronics.  The  incredible  economics  of  the 
information  age  mean  that  almost  anyone  can  afford  a  large- 
screen  television,  a  28.8  modem.  But  how  many  can  afford 
peace  and  quiet?  ■ 

Bill  McKibben,  a  former  staff  writer  for  The  New  Yorker,  is  the  author  of  The  End 
of  Nature  and  The  Age  of  Missing  Information.  He  lives  with  his  wife  and 
daughter  in  the  Adirondack  Mountains  of  upstate  New  York. 
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.  ook  On 
Batteries  For  The 
Mobile  Executive. 

Now  We're  Giving  It 
Away,  Free. 


l 
I 
I 


Our  guide  is  filled  with  tips  and  tools  for  the  mobile  executive. 
Its  ail  yours  FREE.  We've  got  the  battery  you  need  for  your 
laptop,  cellular  phone  or  camcorder.  And  we're  ready  for  your 
order  24  hours  a  day  7  days  a  week. 

Stay  in  power.  Get  the  guide.  Call  now,  1-800-Battenes 
(1-800-228-8374). 


Batteries 

Batteries  &  hols  For  The  Mobile  Executive 


I 


Order  on  the  Web  &  SAVE  S2 !  www.800Batteries.com. 
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125  ^  and  thus  have  the  ver- 
dict of  history  on  my  side?  Or  did  I 
cave  in  to  the  pressure? 

I  caved.  By  the  time  I  got  around 
to  writing  the  final  chapters,  the  emails 
were  becoming  so  nasty,  so  personal, 
and  so  threatening  that  I  decided  to 
turn  Ratko  Krud?ik,  a  lion  of  Serbia, 
into  one  Tom  Burke,  Canada's  most 
elusive  hit  man — and  a  master  of  dis- 
guise. I  did  this  because  I  knew  that 
Canadians  are  the  one  nationality  on 
the  face  of  the  earth  that  you  can  make 
fun  of  with  absolute  impunity. 

What  did  I  learn  from  my  experi- 
ence writing  an  online,  inadvertently 
interactive  novel?  What  I  learned  is 
that  our  new  communications  tech- 
nologies, far  from  making  us  freer  and 
more  courageous,  have  a  terrifying  ca- 
pacity to  turn  us  all  into  lily-livered 
mushmouths.  Without  the  interactive 
element  provided  by  the  Net,  I  would 
certainly  have  pulled  no  punches  on 
the  rapacious  Bosnian  Serbs.  But 
cowed  as  I  was  by  the  volume  and  fe- 
rocity of  the  email  reaching  me  while 
I  was  writing  the  book,  I  took  the  easy 
way  out.  Had  Salman  Rushdie  com- 
posed his  controversial  novel  The 
Satanic  Verses  online,  he  probably 
would  have  had  the  same  experience, 
and  probably  could  have  saved  him- 
self a  lot  of  trouble  by  making  all  the 
bad  guys  Canadians  the  first  time  a 
homicidal  email  reached  his  desk. 

Someone  recently  asked  me  if  my 
experiences  online  had  persuaded  me 
that  new  forms  of  humor  were  being 
generated  by  our  new  technologies. 
The  answer  is  an  emphatic  yes.  Any- 
one planning  to  write  online  humor 
with  even  the  slightest  tinge  of  ethnic 
satire  in  the  near  future  had  better  be 
prepared  for  an  immediate,  massive, 
and  ferocious  counterattack  by  the 
ethnic  group  he  has  selected  as  his  tar- 
get-. This  being  the  case,  I  think  we're 
going  to  be  seeing  an  awful  lot  of 
humor  in  the  next  few  years  where 
the  butt  of  the  joke  is  a  Canadian. 

I  don't  think  we  are  heading  into  a 
great  age  of  comedy.  ■ 


Joe  Queenan  is  a  regular  contributor  to  GQ,  People 
and  Barron's,  and  is  the  author  of  If  You're 
Talking  to  Me,  Your  Career  Must  Be  in  Trouble. 
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Work  Breakdown  Structures 
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SHARE  THE  FUTURE 


Relevant,  with  its  years  of  ERP  expertise,  has  combined  all  the  buzzwords 

into  one  seamless  application  to  create  INFIMACS  IP,  the  latest,  easiest 
and  most  complete  business  management  system.  INFIMACS  II®  is  the 
result  of  a  partnership  between  Relevant  ana  Informix's  New  Era  which 
promises  to  be  state-of-the-art  for  years  to  come. 

Only  Relevant  can  offer  an  ERP  package  built  exclusively  on  a  completely 
object-oriented  framework. 

Others  may  claim  to  have  it... 
Relevant  does  have  it 

To  learn  more  about  how  we  turned  the  usual  buzzwords  into  unique 
performance,  call  us  at  The  Relevant  Information  Center: 

1-800-473-5382 
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You  have  a  vision  for  your  business -but  your  business  strategies  extend  beyond  the  reach 
of  ordinary  information  technology.  At  Symbol  Technologies,  our  vision  is  focused  on  breakir 
down  those  boundaries  with  industry- specific  data  management  systems  that  empower  you 
to  go  anywhere  at  any  time  to  capture  and  communicate  vital  information. 

Data  is  the  foundation  of  todays  knowledge-based  enterprise.  Symbol  lets  you  capture, 
transfer  and  manage  data  for  a  solution  that's  truly  strategic.  That's  because  Symbol  alone 
has  integrated  the  three  core  competencies  needed  to  transform  data  into 
action -wireless  LANs,  hand-held  computing  and  bar  code  laser  scanning! 
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Boundaries        support  to  deliver  a  complete  solution,  from  system  design  to  system 
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ltegration  (including  third-party  hardware  and  software)  to  system  implementation. 

Result:  Unmatched  data  management  systems  for  linking  IT  to  the  physical  world  of 
iw  materials,  manufactured  goods,  retail  merchandise,  packages,  paper  and  people... including 
ie  freedom  and  mobility  to  manage  data  as  it  moves  through  every  link  in  the  supply  chain. 

What  if  you  had  the  opportunity  to  turn  your  vision  into  a  reality?  Why  not  partner  with 
ie  industry's  leader  and  find  out  how  a  data  management  system  from  Symbol  Technologies 
in  help  you  improve  productivity,  effectiveness  and  profitability- to  turn  your  vision  into 
vision  without  boundaries.  For  more  information,  call  Symbol  at 

800-722-6234  or  reach  us  on  the  World  Wide-  Web  at  _p  _ranmln  fl^J 

ttp://www.symbol.com/ccf.htm  *  * 
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plenty  of  time 
for  a  second  cup 
of  coffee. 


Suddenly,  you  can  collaborate  and  talk 
with  anyone,  anytime,  i ft  real-time.  To 
be  this  productive,  all  you  need  is  an 
Internet  or  Intranet-connected  PC  - 
and  Internet  Conference  Professional 
2.0.  This  powerful  new  communica- 
tions tool  expands  the  functionality  of 
the  PC,  providing  dynamic,  real-time 
application  and  file  sharing,  with  up  to 
250  people  simultaneously. 

Brainstorm.  Edit  documents.  Even  surf 
the  web  together.  It's  fast,  flexible,  cost 
effective  and  easy.  It  uses  the  tools  you 
know,  like  whiteboard?,  and  tools  you 
use,  like  Windows  applications-. 

Just  imagine  what  you  can  do  with 
Internet  Conference  from  VocalTec. 
And  while  you're  thinking  about  it,  . 
your  coffee's  waiting. 

Available  at  leading  software  retailers, 
or  call  1-201-768-9400  x301. 
Visit  us  on  the  Web  at 

http://www.  vocaltec.  com/jump/demo637.  htm 


VocalTec  Inc. 

35  Industrial  Parkway 

Northvale,  NJ  07647 

©  VocalTec  Inc.  Ltd  All  Rights  Reserved 

Windows®  is  a  registered  trademark  of  Microsoft  Corporation 

Intemer Conference  is  a  Trademark  of  VocsfTe^tttt.'-^ 


101  M  "Give  us  twenty-eight  minutes  and 
we'll  give  you  the  world."  That  is  about  the 
size  of  the  world  in  which  those  who  believe 
it  are  fated  to  live.  Partisans  of  the  digital  revolution  protest  that  the  Internet, 
for  instance,  is  interactive,  not  passive.  But  to  the  extent  it  is  geared  to  quan- 
tity and  speed  of  communication,  it  is  interactive  vacuity,  a  reciprocal  fix  to 
keep  thought  at  bay,  producing  a  global  village  of  village  idiots. 

Fortunately,  not  nearly  so  many  people  are  plugged  in  with  the  intensity 
that,  is  commonly  claimed.  One  of  the  happier  consequences  of  the  prolifer- 
ation of  sources  of  information  and  advocacy  is  the  reduced  influence  of  the 
establishment  media.  The  political  effect  of  that,  however,  is  evident  chiefly 
in  the  revival  of  radio,  which  is  hardly  cutting-edge  technology.  Claims  that 
technology  will  assure  a  democratic  future  are  also  greatly  exaggerated.  There 
are  probably  more  computers  and  faxes  in  China  today  than  there  were  in 
Russia  before  the  Soviet  Union  was  toppled,  yet  China  remains  a  dictatorship. 
Hong  Kong  is  as  technologically  advanced  as  any  place  in  the  world,  but  will 
soon  come  under  the  Chinese  tyranny.  Politics  trumps  technology. 

The  human  factor  remains  central,  with  an  enduring  capacity  for  good  and 
inclination  to  evil.  Adam  blamed  Eve,  and  we've  been  trying  to  evade  moral 
responsibility  ever  since.  The  human  project  has  been  declared  captive  to 
sundry  masters — magic,  astrology,  scientific  revolution,  economic  deter- 
minism, and  on  and  on.  Technology  is  the  latest  fetish  of  moral  evasion.  Tech- 
nology made  me  do  it!  The  constant  is  the  human  factor.  In  the  words  of  Je- 
sus: "For  out  of  the  heart  come  evil  thoughts,  murder,  adultery,  fornication, 
theft,  false  witness,  slander"  (Mark  7:  21-22).  The  most  avant-garde  science 
fiction  or  high  tech  futurology,  whether  Utopian  or  dystopian,  draws  on  the 
moral  and  spiritual  categories  found  in  the  first  chapters  of  Genesis.  It  would 
be  foolish  to  say  that  nothing  has  changed  since  then,  but  the  exaggeration 
of  change  is  an  unchanging  device  for  excusing  ourselves  for  what  we  do 
and  who  we  are. 

The  Forbes  ASAP  editors  ask  if  or  how  advancing  technology  affects  our  re- 
lationship to  the  Absolute,  to  God.  Certainly  the  renewed  interest  in  the 
connections  between  brain,  mind,  and  consciousness  is  stimulated,  in  part, 
by  the  prospect  of  artificial  intelligence.  Technology  is  important  also  in  ex- 
ploring the  irreducible  complexity  of  the  microcosmic  that  opens  a  window 
to  wonder  at  the  macrocosmic.  Elaborate  messages  in  the  smallest  of  cells  force 
questions  about  who  or  what  might  have  put  them  there,  leading  thoughtful 
scientists  to  reconsider  the  possible  answer.  "In  the  beginning  was  the  Word" 
(John  1:1).  Science,  which  must  always  be  the  enemy  of  mystification,  is  break- 
ing out  of  its  materialist  mystifications  that  have  obscured  the  fact  that  creation 
exists  in  and  from  and  toward  mystery.  No  offense  intended,  but  theolo- 
gians and  the  wiser  philosophers  and  scientists  have  always  known  this.  So 
has  the  illiterate  peasant  at  his  prayers. 

There  are  very  practical  implications.  In  his  1991  encyclical  on  economics 
and  freedom,  Centesimus  Annus  (The  Hundredth  Year),  Pope  John  Paul  II 
notes  how  transistors  and  chips  underscore  the  truth  that  the  human 
mind  is  increasingly  the  most  important  economic  resource.  I  have  reserva- 
tions about  George  Gilder's  enthusiasm  for  the  technological  transcendence 
of  matter — for  we  are,  thank  God,  embodied  souls — but  he  is  onto  some- 
thing important. 

So,  yes,  there  may  be  something  like  a  revolution  under  way.  But  expec- 
tations should  be  tempered  by  a  skepticism  informed  by  our  memory  of  the 
hype  that  attended  alleged  revolutions  in  the  past,  and  by  a  keen  awareness 
of  our  inescapable  responsibility  for  what  we  do  and  are.  Hi 

Richard  }ohn  Neuhaus,  a  Roman  Catholic  priest,  is  president  of  the  Institute  on  Religion  &  Public  Life, 
based  in  New  York.  He  is  also  editor  in  chief  of  First  Things  magazine  and  writes  often  for  the  Wall 
Street  Journal  and  National  Review. 


NEUHAUS 


PAGLIA 


123  ^  mistakenly  tried  to  achieve 
through  drugs.  It  will  never  supplant 
the  brain,  since  so  much  of  human 
rreativity  springs  from  direct  experience  and  emotional 
lighs  and  lows,  which  pass  into  our  roiling  subconscious. 
The  exhilaratingly  lawless  Internet  is  like  a  carnival  map 
if  the  soul,  as  shown  by  the 
;ver  mushrooming,  perversely 
;xotic  discussion  groups.  The 
ong  effort  by  feminist  zealots 
o  ban  the  porn  trade  has 
failed.  The  Internet  proves  that 
:he  sexual  imagination  cannot 
3e  policed:  Shut  it  down  in  one 
Mace,  and  it  will  bubble  up 
somewhere  else. 

The  Internet  is  democratic 
to  the  point  of  anarchy,  but  we  must  make  sure  that  every- 
ane  has  equal  access  to  it,  which  means  increased  fund- 
ng  for  public  education.  Right  now,  white  middle-class 
students  have  an  unfair  career  advantage  because  of  their 
more  technologically  well-equipped  homes.  Finally,  while 
he  Internet  surely  facilitates  international  understanding 
ind  information  sharing,  there  is  no  doubt  that  wherever 
t  goes,  it  takes  Westernization  with  it,  which  may  mean 
^n  inevitable  loss  of  irreplaceable  native  traditions.  ■ 


I  love  science  and 
technology  and  despise  the 
ignorant  literary  academics 
who  claim  that  science  is  nothing 
but  veiled  ideology. 

-Camille  Paglia 


amille  Paglia  is  a  cultural  critic,  feminist,  and  libertarian.  She  i<  professor  of 
iumanities  at  the  University  of  the  Arts  in  Philadelphia.  Her  third  best-seller  is 
^amps  and  Tramps. 


|%(%l^fe|8p  127-4  1  and  any  consumer  —  any  seri 
B^IkII    B"  ous  reader  of  my  work  and  the  work  oi 

I    Iml  wnl  other  computer  craftsmen    should  obvi 
ously  ask  the  next  question.  Has  this  new  and  cheerfully 
submissive  tool  of  contemporary  technology  merely  provided 
me  and  my  colleagues  with  a  toil-saving  device  that  results,  or 

will  come  to  result,  in  a  diluted 
and  inferior  product — a  written 
version  of  prepackaged,  dena- 
tured, and  characterless  food? 
The  reader  must  answer  this  for 
himself,  of  course,  as  he  con- 
sumes or  rejects  the  new  work. 

As  for  me,  though  I  seldom 
reread  my  work  once  I  have  seen 
it  through  the  press,  I  claim 
to  have  added  new  levels  of 
emotional  complexity  and  honesty  to  a  prose  and  verse  that's 
grown  increasingly  lucid  and  thus  more  accessible.  Convinced 
of  that,  I  face  the  millennium  as  a  writer  in  his  early  sixties 
who  works  all  day,  six  days  a  week,  with  the  blessings  of 
contemporary  technology — a  writer  who  hopes  to  work  for 
many  years  more  with  the  aid  of  increasingly  intelligent  and 
elegant  devices,  all  invented  and  made  by  what  I  suspect  is 
the  ultimate  magician:  the  human  brain  and  the  hands 
it  moves.  ■ 

A  former  Rhodes  Scholar,  Reynolds  Price  is  James  B.  Duke  Professor  of  English  at 
Duke  University.  His  novel  Kale  Vaiden  won  the  National  Book  Critics  Circle  Award 
for  fiction;  A  long  and  Happy  Life  won  the  William  Faulkner  Award. 


(  The  Montgomery  Emerging  Asia  Fund ) 

Emerging  Asia.  The  sky. 
Neither  has  limits. 


We  believe  the  emerging  markets 
of  Asia,  though  volatile,  offer 
almost  unlimited  potential  for 
the  long-term  investor.  Which  is  why  we're 
so  excited  about  The  Montgomery 
Emerging  Asia  Fund. 

The  Fund  invests  in  companies 
across  the  region.  It  is  managed  by 
Montgomery's  Emerging  Markets 
team,  whose  members  know  quite 


a  bit  about  investing  in  developing  countries. 
In  many  ways,  it's  the  sort  of  opportunity 
Japan  presented  in  1955  a  region  on  the 
brink  of  explosive  growth  and  opportunity. 
We'd  be  pleased  to  send  you  details.  For  a 
prospectus,  simply  contact  us  by  phone  or 
through  our  web  site. 

800)  572-3863 

wvvw.xpefts.montgomery.com/] 


The  Montgomery  Funds 
Invest  wisely? 

The  Montgomery  Emerging  Asia  Fund  is  100%  no  load  with  a  #1,000  minimum  initial  investment.  Foreign  nursling  involve  special  risks  including  currency 
fluctuations  and  political  and  economic  uncertainty.  For  complete  information,  including  charges  and  expenses,  call  Jin  a  prospectus  to  read  carefully  bc/ore  investing. 
Montgomery  Securities.  Distributor  (io/q6). 
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SOFTWARE 
SERVICES 


Ballooning  costs...  bulging  warehouses...  loss  o 


productivity...  slip  in  profits...  Year  2000  Dat 


Problems...  lack  of  internal  resources...  NEED| 
TO       OUTSOURCE      YOUR  SOFTWAREI 


REQUIREMENTS?  Let  software  houses  fromi 

^MPI  India  relieve  you  of  some  of  the  pressure! 

wd^k^^B      Software  houses  from  India  have  effectivel 

provided  many  of  the  Forbes  500s  corporation 

\M         J    with    efficient    software    solutions.  Thes 

solutions  have  helped  these  companies  t 

DEWANG  MEHTA    ^  more  responsive  to  their  customers  an 
Executive  Director,  NASSCOM  r  | 

more  attractive  to  their  shareholders.  Nq 

wonder  companies  like  Citibank,  Morgan  Stanley,  AT&T 

General  Electric,  Reebok,  General  Motors,  Fujitsu,  Boeing 

i  G  Coca-Cola,  Pepsi,  Swissair  and  British  Airways  continue  t 

\a  remain  ahead  of  their  rivals,  thanks  to  many  of  th 

§y  software  companies  in  India. 

Lately,  the  software  companies  in  India  have  als 

developed  unique  and  innovative  methodologies  to  solve 

the  "Year  2000  Date  Problem"  or  the  "millennium  bug". 

DEWANG  MEHTA  analyzes  and  demystifies  the  factors  thati 

make   India   a  software   paradise  and  the   most  attractive 

outsourcing  destination  for  software  development. 

The  next  time  you  buy  a  pair  of  ,£  is  not  surprising  that  corporate  giants) 

Levis  or  Reeboks,  take  a  few  in  the  U.S.,  Europe  and  Japan  aru 

minutes   and   think   of   the  increasingly  looking  toward  India  fou 

process  that  has  made  it  possible  for  cost-effective,  high-quality  software! 

you  to  acquire  them.  You  may  discover  solutions.  A  World  Bank-funded  study) 

that  while  it  takes  just  seven  innocent  in  the  U.S.  confirmed  that  vendor" 

minutes  to  stitch  a  pair  of  Levis  541s,  rated  India  as  their  number-one  choice] 

hundreds  of  stages  are  involved  in  for     outsourcing.     For  example] 

converting  the  raw  denim  from  the  mill  thousands  of  ATM  users  at  Citibank  irj 

to  the  final  product  in  the  shop  window,  die  U.S.,  Barclays  Bank  in  the  U.K.  oJ 

So  what  is  the  solution?  Information  Hongkong  and  Shanghai  Bank  in  thd 

Technology  (IT)  of  course  and  the  Far  East  can  thank  the  software] 

driving  force  behind  it  is  the  power  of  engineers  in  the  Silicon  Valley  of  Indid 

"Quality  Software  Solutions."  Millions  f°r  the  efficiency  and  state-of-thc-arj 

of  people  who  wear  jeans  or  athletic  technology  of  ATM  machines.  Ever] 

footware  may  not  realize  that  they  need  passengers     traveling     on  BritisH 

to  thank  software  houses  in  India  for  Airways,  Singapore  Airlines,  Americar] 

the  efficiency  with  which  their  favorite  Airlines,  Swissair  etc.  may  not  realiz 

brands  reach  them.  that  they  need  to  thank  a  group  o!| 
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It  is  not  surprising  that  corporate  giants) 
in  the  U.S.,  Europe  and  Japan  arti 
increasingly  looking  toward  India  foif 
cost-effective,  high-quality  software! 
solutions.  A  World  Bank-funded  stud>| 
in  the  U.S.  confirmed  that  vendors 
rated  India  as  their  number-one  choice) 
for  Outsourcing.  For  example! 
thousands  of  ATM  users  at  Citibank  ir) 
the  U.S.,  Barclays  Bank  in  the  U.K.  oJ 
Hongkong  and  Shanghai  Bank  in  thd 
Far  East  can  thank  the  software! 
engineers  in  the  Silicon  Valley  of  India 
for  the  efficiency  and  statc-of-thc-arj 
technology  of  ATM  machines.  Ever 
passengers  traveling  on  Britisr 
Airways,  Singapore  Airlines,  Americar 
Airlines,  Swissair  etc.  may  not  realize 
that  they  need  to  thank  a  group  o! 
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oftware  engineers  from  India  for  helping 
bese  airlines  run  on  schedule. 

The  list  of  software  multinationals 
perating  from  India  reads  like  a  Who's 
Vho  of  global  software  giants  -  IBM, 
iierosoft,  Novell,  Oracle,  AT&T,  Fujitsu, 
Motorola,  Computervision,  Digital  and 
lewlett  Packard. 

So  what  is  the  mystery  behind  India's 
kiccess  in  providing  efficient  software 
olutions?  Some  say  that  it  is  the 
mathematical  ability  of  Indians.  After  all, 

was  India  that  invented  the  numeral 
ero.  Others  concede  that  it  is  the  cost 
dvantage.  But  the  truth  is  that  it  is  all  this, 
lus  much  more. 

"Indian  software  companies  have  the 
nique  distinction  of  providing  efficient 
joftware  solutions  with  cost  and  quality 
dvantage,  using  state-of-the-art  tech- 
nologies, having  the  capacity  to  handle 
irge  projects  and,  above  all,  the  abilitv 
3  execute  timely  deliveries,"  says  Ashank 
>esai,  president  of  NASSCOM  (the  leading 
ody  for  India's  software  industry). 


iigh  Growth 


he  current  growth  rate  of  the  Indian 
aftware  industry  can  easily  make  any 
ther  industry  turn  green  with  envy.  A 
impounded  annual  growth  of  almost 
5%  in  the  last  five  years  speaks  volumes 
bout  the  performance  of  this  industry. 

For  the  fiscal  year  1995-96,  the  software 
ldustry  in  India  was  worth  Rs41.9  billion 
JS$  1 .2  billion),  and  if  we  add  in  the  kind 
f  in-house  development  that  takes  place 
t  many  large  commercial/corporate  end 
sers,  then  the  total  software  industry 
rould  be  close  to  Rs  60  billion  (US$1.8 

llion),  whereas  ten  years  ago  the 
aftware  industry  in  India  was  not  more 
lan  Rs  300  million  (US$10  million), 
uture  forecasts  are  even  more  dynamic, 
ccording  to  a  recent  study  undertaken  by 
IASSCOM,  the  industry  is  poised  to  earn 
nnual  revenues  of  more  than  US$6  billion 
y  the  year  2000. 

Nevertheless,  this  phenomenal  growth 
ras  not  achieved  overnight.  If  one 
famines  the  export  performance  of 
jftware    houses    in    India,    then  the 

A.G.R.  for  the  software  export  industry 
as  been  a  high  61%,  while  that  for  the 
omestic  industry  has  been  50%.  The 
lajority  of  exports  is  of  course  to  the  U.S., 
hich  constitutes  almost  60%  of  total 
idian  software  exports.  Currently,  almost 
2%  of  Indian  software  exports  are  to 
urope  and  about  5%  to  Japan.  India  also 
cports  software  to  Australia,  South 
frica,  West  Asia,  South  East  Asia  and 
atin  America.  If  one  analyzes  the  Indian 
)ftware  industry,  it  is  apparent  that 
rcngths  and  opportunities  dominate  any 

eaknesses  or  threats. 


DfUCo, 


It  is  hard  not  to  come  up  with  the  winning  tune  when  some  of  India's 
finest  talents  orchestrate  together;  when  creativity,  intelligence,  and 
dedication  merge  into  a  symphony.  An  ISO  9001/TickIT  company,  Infosys 
is  one  of  India's  largest  software  houses  with  a  turnover  of  Rs.  943  million 
(for  '95-'96).  Infosys  is  a  part  of  the  BSE-200/Dollex  and  is  traded  on  the 
Bombay,  Bangalore  and  National  stock  exchanges,  it  enjoys  an  unmatched 
reputation  among  customers,  professionals  and  investors.  The  Infosys 
annual  report  is  among  the  first  few  in  India  to  fully  comply  with  US  GAAP 
and  SEC  requirements.  Fortune  500 customers  like  Reebok,  NCR,  and  Nestle 
among  others  giants  rely  on  Infosys'  breadth  of  services  for  their  software 
requirements.  They  include: 

OFFSHORE  LEGACY  MAINTENANCE:  Infosys'  state-of-the-art  offshore 
facilities  at  Bangalore,  Mangalore  and  Pune  ensure  a  24-hour  workday. 

CLIENT/SERVER  DEVELOPMENT:  Two  smart  teams  working  in  tandem 
on  site  and  offshore  guarantee  fast  responses  and  low  costs. 

WEB  BASED  DEVELOPMENT:  Infosys  possesses  the  skill  sets  and 
expertise  to  adapt  legacy  systems  to  the  Web. 

YEAR  2000  COMPLIANCE:  Infosys'  offshore  PC-based  tools  to  handle 
this  vital  conversion  service  do  away  with  the  expensive  mainframe 
approach,  ensuring  remarkable  cost  benefits. 

OSDCs  {Offshore  Software  Development  Centers):  a  pioneering 
concept,  wherein  a  set  of  resources  is  dedicated  to  the  customer  tuned  to 
their  culture,  standards  and  business  practices. 

This  apart,  Infosys  has  domain  expertise  in  the  following  areas: 

•  Distribution  and  Retailing  •  Financial  services,  Banking  and 
insurance  •  Telecommunications 

If  you  need  a  software  vendor  who  will  listen  to,  understand  and  analyze 
your  problem  and  produce  the  precise,  cost-effective  solution,  call  Infosys. 
Right  away. 

For  more  information,  please  contact 


In  the  USA 

Infosys  Technologies  Ltd 
990  Washington  Street 
Suite  217 

Dedham,  MA  02026. 

Tel.  :(61?)  461-9083 
Toll  Free  Tel:  1-800-ITL  INFO 
Fax  :(617)  461-1517 
e-mail  :  harim(«  inf.com 


In  Europe 

India  Infosys 
EBCH  B.V. 
Economic  Straat  39 
6433  KC  Hoensbroek 
The  Netherlands. 

Tet  :  +31-45-5237373,  5237376 
Fax  -.+31-45-5218326 
e-mail :  rohanjoshifs'inf.corn 


Infosys  Technologies  Ltd. 
Electronics  City.  Hosur  Road 
Bangalore  561  229.  Inda. 

Tel.  (0091)  (80)  852  0261 
Fax  :(0091)  (80}  852  0362 
e-mail  :  geethak^inf.com 


Visit  us  on  the  Web  at  http:/Avww.inf.com 
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The  Indian  software  industry  has  many 
success  stories,  many  of  which  have 
been  achieved  through  Indian  entrepre- 
neurship.  Take  the  case  of  Infosys 
(Technologies  Limited. 

Infosys  is  one  of  India's  largest  software 
companies.  Started  15  years  ago  by  a 
group  of  software  professionals,  it  has 
grown  into  India's  largest  professionally 
owned  company.  The  company  has 
maintained  a  stellar  record  for  innovation 
and  was  India's  first  software  company  to 
achieve  immediate  certification  for  ISO 
900 1/TickIT.  The  company  specializes  in 
software  development  and  maintenance, 
and  has  created  successful  products  in  the 
areas  of  banking,  distribution  and 
client/server  application  development.  It 
pioneered  the  concept  of  OSDCs  (Offshore 
Software  Development  Centers),  wherein  a 
set  of  resources  is  dedicated  to  a  customer. 
The  company's  stock  is  traded  on  the 
Bombay,  Bangalore  and  the  National  Stock 
Exchanges.  It  has  set  the  benchmark  for 
accounting  standards  and  transparency  in 
its  annual  report  by  fully  complying  with 
U.S.,  GAAP  and  SEC  requirements  like  Form 
10-K.  Over  1,000  professionals  work  at  the 
company's  state-of-the-art  facilities  in  the 
cities  of  Bangalore,  Mangalore  and  Pune. 

Infosys  is  known  for  getting  repeat 
orders  from  its  clients.  The  director  of 


The  India  Adv 


Companies  around  the  world  are  gaining  competitive  advantage  by  using 
Indian  software  services  that  offer  high  quality,  cost-effectiveness,  time 
savings,  state-of-the-art  technologies  and,  above  all,  reliability. 

•  QUALITY  is  the  hallmark  of  Indian  software  services.  ISO  9000  certification 
and  SKI  Level  5  certification  are  the  order  of  the  day. 

•  RELIABILITY  -  the  Indian  software  companies  believe  in  ultimate 
adherence  to  delivery  schedules  and  customer  satisfaction  by  using  state-of- 
the-art'  technologies. 

•  COST  AND  TIME  SAVINGS  -  the  offshore  software  development  in  India 
with  the  use  of  high  speed  datacommunications  (64  kbps)  provides  immense 
cost  and  time  savings  including  24-hour  virtual  offices.  No  wonder 
outsourcing  software  requirements  to  India  is  the  best  business  strategy. 

•  LARGE  MANPOWER  POOL  -  1  1 5,000  engineering  graduates  every  year 
transform  India  into  the  second-largest  English-speaking  scientific  manpower 
pool  in  the  world. 

•  YEAR  2000  SOLUTIONS  -  software  companies  in  India  offer  a  full  gamut 
of  cost-effective  solutions  including  feasibility  studies,  conversions,  tools, 
testing,  etc.  to  solve  the  "millennium  bug"  problem. 


Reebok  International  says,  "What  I  like 
about  Infosys  is  that  they  stick  to  their 
commitment  to  get  the  job  done.  Infosys 
gives  us  the  confidence  that  we  can  build  on 
the  relationship  and  consider  it  as  one  of 
our  potential  worldwide  partners  for  any 
upcoming  project." 
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•  Enterprise  assessment 

•  Impact  analysis 

•  Conversion  planning 
•  Staged  conversion 
•  Testing 

•  Implementation 

We've  done  it  all,  for  over  20  clients  in  Europe  and  the  US.  Call  us  for 
a  discussion  on  the  service  that  Meta  Group  rates  among  the  top 
Outsourcing  options  for  the  Year  2000  problem. 

Hexaware 

U.S.A.  -  New  Jersey.  •  Phone:609-951-9195 
U.K.  .  Slough..  Phone:  01753  576263/516464 
INDIA  •  Mumbai.  •  Phone:  837  1649/50/51 


OVERTURE  (AIL-313/96) 


Outsourcing 

In  the  last  few  years,  more  and  mord 
companies  around  the  world  are  looking 
toward  India  for  outsourcing  thein 
software  requirements.  The  changing 
business  environment  is  demanding  new 
applications.  In  particular,  the  spread  o! 
client/server  computing  in  decentralizec 
organizations  involves  the  development  o: 
applications  specific  to  a  user's  business 

Outsourcing  is  becoming  a  strategy  for 
forward-thinking  IS  managers.  It  is  nc 
longer  just  a  means  for  reducing  costs,  bui 
a  tool  for  adding  value  to  business.  Ii 
enables  organizations  to  concenttate  or 

3,600 


"Not  so  much  a  business  hotel  with  a  garden, 
as  a  garden  in  which  business  leaders  feel  right  at  home. " 


Your  outi  private  balcony  amidst  ([TCfnen  and  serenity 


"The  Taj  West  End  is  not  just  another  business  hotel.  It's  a  charming  collection  of  mansions  and 
villas  set  amidst  20  tropical  acres  and  towering  jacaranda  trees.  Amongst  all  this  luxuriant  serenity 
-  right  in  the  heart  of  town  -  you'll  find  the  latest  electronic  business  systems  and  facilities,  round  the 
clock  service,  as  well  as  tennis  courts,  walking  tracks  and,  of  course,  the  finest  dining  in  the  city." 


THE  TAJ  WEST  END 

Bangalore 


A   0 


A  TAJ  LUXURY  HOTEL 


THE  TAJ  GROUP.  INDIA'S  first.  SOUTH  ASIA'S  finest,  the  tai  west  end,  bangaiorf  eax  (91  soi  225  3355  or  call  central  reservations 

FAX  BOMBAY  <0|  221  283  7272  U  T  E  L  L  OR  YOL1R  TRAVFl  TLANNFR 

r A |  LUXURY  HOTELS:  THE  TA|  MAHAL  HOTEL.  BOMBAY.  THF  TA|  MAHAI  HOTEL.  NEW  DELHI:  TA|  PALACE  HOTEL.  NEW  DELHI;  TA|  BENGAL. 
CALCUTTA.  THE  TAJ  WEST  END.  BANGALORE;  TA|  COROMANDEL.  MADRAS.  THE  T  A  |  MA  HAL  HOTEL,  LUCKNOW;  TA|  SAMUDRA.  COLOMBO 


A  colourful  directory  of  the  Hotels  is  available.  Please  fax  your  request  to  (91-22)  2&1-7272  quoting  "TAJFASAP" 


Offshore 
Software 
Development 


Offshore  software  development  using  high  speed  satellite  dotacommunications  (64  kbps  and  2M)  links:  Indian  software  companies  conferring  competitive  edge  to  their  clients 


SIX 
GOOD 
REASONS 

/.  500  clients  in  50  countries 
worldwide  including  5  of  the  world's 
largest  companies. 

02.  Strategic  Business  Units  for  Banking,  Manufacturing, 
Transportation,  Migration,  Bespoke,  Telecom. 

3.  Client  dedicated  offshore  software  centers. 

4.  Strategic  alliances  with  AT&T,  EDS,  Itochu,  Software  AG  for 
whom  we  have  built  dedicated  offshore  software  centers. 

5.  Mission  Critical    Software  Solutions  delivered,  installed, 
tested,  maintained  and  supported. 

6.  Several  satellite  links  to  customers  worldwide. 


Ahead  of  schedule  •  Ahead  of  budget 


Contact  Strategic  Support  Unit 
Datamatics  Ltd. 

SDF  II,  SEEPZ. 

Mumbai  400  096.  INDIA 


Datamatics  (America)  Inc. 

1  Dag  Hammarskjold  Plaza,  7th  Floor, 
New  York.  NY  10017. 


Tel  91  (22)  832051  1  Fax  91  (22)8366368     Tel;  (212)  7024892  Fax.  (212)  7024846 


their  core  business,  carry  out  business  re! 
engineering  and  provide  information  tha 
is  valid,  rimely  and  adequate  to  assisl 
decision  making  .it  the  management  leva 
and  quality  and  cost  control  at  the  middli 
and  lower  levels. 

In  the  past  few  years,  whenevel 
organizations  around  the  world  hav 
outsourced  to  India,  Indian  softwar 
companies  have  substantially  helped  tij 
cut  costs  in  software  development  project] 
Or  MIS  environments  -while  maintaining 
high  quality.  Moreover,  all  these  cost  ani 
quality  advantages  are  coupled  with  th 
use  of  state-of-the-art  technologies. 

rake  the  case  of  the  Datamatics  Crou] 
(promoted  in  1975)  in  India  with  mor 
than  700  professionals  on  its  payroll.  It  i 
one  of  India's  premier  informatioi 
technology  and  consultancy  organization; 

Datamatics  was  among  the  first  fev 
Indian  organizations  to  set  up  a  dedicate) 
data-transmission  link  to  the  U.S.  (AT& 
Bell  I  abs).  Today  several  high-speed  (6 
kbps)  digital  satellite  links  connec, 
Datamatics  professionals  with  clients  i| 
over  50  nations  around  the  world.  Thei| 
partners  include  NCR,  Dundee,  EDS  an 
Itochu.  In  keeping  with  the  global  tren 
toward  specialization,  Datamatics  ha 
created  composite  teams  offerin 
specialized  services  in  re-engineering,  ope 
systems,  relational  database  technologie; 
telecom  software,  migrations,  bespok 
systems,  hanking,  transportation  an 
manufacturing  software. 

Shuji  Yokota,  Croup  I  eader  at  CTO 
Systems,  was  extremely  impressed  with  tli 
work  of  Datamatics.  He  says,  "the  Nissa 
Credit  Management  System  has  bee 
completed  as  per  the  contractual  agreemer 
between  Datamatics  and  CTC-SD.  We  ar 
impressed  with  the  commitment  shown 
the  Datamatics  team  for  completing  th 
project  within  the  promised  time  frame  an 
for  putting  in  additional  efforts  in  standin 
up  to  the  constant  Japanese  endeavor  fo 
quality.  They  have  provided  us  with  adc 
itional  value  by  putting  in  efforts  over  an 
above  the  mutual  contractual  agreement. 
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-ligh  Quality 


The  quality  and  maturity  of  the  Indian 
oftware  industry  can  be  measured  by  the 
act  that  50  Indian  software  companies 

ready     have     acquired     ISO  9000 
ertification,  and  about  55  more 
ompanies  are  in  the  pipeline 
he  Indian  software  industry 
fill  soon  have  the  highest 
umber    of    ISO  9000- 
ertified  companies  in  the 
tyorld    for    the  software 
ector.  The  quality  standards 
n  Indian  software  companies 
ire  so  high  that  users  are 
hoosing  to  outsource  to  India, 
nainly  on  quality  considerations. 

IIS  Infotech  Limited  is  one  of  the  leading 
oftware  companies  in  India.  It  has  a  large 
nternational  client  base  serviced  through 
ts  offices/subsidiaries  in  the  U.K.  and  the 
J.S.  and  strategic  alliances  in  Latin 
\merica,  South  Africa  and  Singapore.  Its 
lomestic  software  solutions  and  training 
business  are  serviced  through  100  locations 
n  India.  It  has  many  firsts  to  its  credit  -  the 
trst  software  company  to  get  ISO  9001 
'ertification  in  1992,  the  first  to  use  high- 
peed  leased  lines  for  offshore  development 
n  India  and  the  first  to  focus  primarily  on 
indertaking  full-life-cycle  projects. 


At  North  West  Water  in  the  U.K.,  anyone 
who  turns  on  a  tap  can  thank  a  team  of 
Indian  computer  programmers  at  IIS  for 
helping    North    West    Water    run  its 
operation  more  efficiently.  Its  director, 
Richard  Worrall,  says,  "The  standard  of 
work  undertaken  in  India  by  IIS 
matched     the     quality  we 
expected  to  find  in  the  U.K. 
and  was  up  to  the  standard 
we  expected  of  our  staff. 
Compared  to  having  the 
project  done  by  a  U.K. 
software  house  or  consult- 
ancy, the  savings  range  up  to 
60%."  No  wonder  IIS  Infotech 
is  currently  on  target  to  be  a  1,000- 
person  strong,  US$25  million  company  by 
March  1997. 

Year  2000  Solutions 

In  popular  detective-story  fiction,  it  is  well 
known  that  poisons  such  as  arsenic 
accumulate  slowly  in  the  body.  Tiny  doses, 
each  harmless  in  itself,  can  slowly 
accumulate  until  the  victim  perishes. 

In  some  ways,  the  "Year  2000  Software 
Date  Problem  (Y2k)"  resembles  the  slow 
accumulation  of  arsenic.  For  many  years, 
software  applications  have  been  built 
with  two-digit  fields  for  the  year  dates;  i.e., 


the  year  1990  has  been  stored  in  the 
computer  as  90.  Users  with  a  year  date 
field  of  only  two  digits  will  not  be  able  to 
operate  when  the  year  date  is  "00,"  as  on 
January  1,  2000. 

Over  the  years,  these  two-digit  fields 
have  been  accumulating  in  software 
programs  all  over  the  world.  We  are  only 
about  1,200  days  away  from  D-day,  when 
the  slow  and  steady  accumulation  of  these 
two-digit  date  fields  will  cause  the 
applications  containing  them  to  perish. 

Indian  companies  have  designed  a  step- 
by-step  methodology  in  finding  a  solution 
to  this  problem.  The  technical  work 
associated  with  finding  and  fixing  the  Year 
2000  Problem  can  be  classified  into  the 
following  activities: 

•  Feasibility  study 

•  Finding  a  solution  and  isolating  the  Year 
2000  sections  of  application 

•  Modifying  the  applications  to  repair  the 
problem 

•  Testing  the  repairs  to  ensure  that  the 
solution  works 

•  Regression-testing  the  application  to 
ensure  that  no  secondary  damage  has 
occurred. 

Indian  companies  believe  that  it  is 
necessary  to  ensure  that  testing,  as  well  as 
regression  testing,  is  performed  with  the 
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VSNL  -  WHERE  MEETING  CUSTOMER  DEMAND  IS  A  WAY  OF  LIFE 


SERVICES  AT  YOUR  FINGER  TIPS: 


I  Videoconferencing 

L    (Domestic.  International) 


Electronic  Mail  (The  only 
company  to  provide 
domestic  &  International 
E-Mail  services 


Packet  Switching  Worldwide 


Telephony  with  ISD  to  236 
Countries  from  anywhere  in  India 


EDI-Electronic 
Data  Interchange 
(The  only 
company  to 
provide  paperless 
trading  from  INDIA 
to  destinations 
worldwide). 


VSNL-BT  :  CPS  Services 
VSNL-Telestra  :  VSAT  Services 
VSNL-TMI        :  Frame  Relay 

Services 
Yet  to  come 
VSNL-C&W      :  GMDS  Services 
VSNL  SPRINT  :  Frame  Relay 

Services 


All  Inmarsat  services 
including  Duplex  High  Speed 
64Kbps  data  services 


High  Speed  Leased 
Line  Services 
(9.6  ...  64  ...  upto  2Mbps) 


VIDESH  SANCHAR  NIGAM  LTD. 

(A  Government  of  India  Enterprise) 

Videsh  Sanchar  Bhavan.  M.G.  Road,  Mumbai  -  400  001 . 
Phone  :  +91(22)  2624020  Fax:  +91(22)  2624027 
WWW  :  http://www.vsnl.net.in,  WWW  :  http://web  vsnl.net. in 
Email  :  helpdesk@giasbm01  .vsnl.net. in 

10    YEARS    AS    A  COMPANY 


OFF-PEAK  Rates  for  ISD  between  1730  GMT  &  0030  GMT  (Typically  25%  less  than  STANDARD  ISD  Rates) 


New  Delhi 

Tel  (0):  91(11)  3747337 
Fax:  91(11)  3347337 


For  further  information  and  assistance  contact  our  customer  service  centres 


Calcutta  Mumbai  Chennai  Bangalore  Pune 

Tel  (0):  91  (33)  2253266  Tel  (0):  91  (22)  2624001  Tel  (0):  91  (44)  585541  Tel  (0):  91  (80)  5587533  Tel  (0):  91  (212)  887744 
Fax:  91  (33)  2253218       Fax:  91  (22)  2624027       Fax:  91  (44)  583838         Fax:  91  (80)  5587420       Fax:  91  (212)  887470 


125  YEARS  OF  SERVICE  TO  THE  NATION 
F  ROM     MORSE     KEY     1^6     KEY  PAD 
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Offshore  Outsourcing  Sans  The  Risk 

The  IIS  vision  was  to  offer  a  demanding  international  clientele  global  quality 
at  its  most  cost  effective.  Today  we  are  ranked  among  India's  top  20  software 
exporters,  offering  our  clients  a  unique  package  of  advantage. 


The  first  Indian  company  to  get 

International  Quality  Certification 
(ISO  9001 )  way  back  in  1 992. 

Offshore  but  online  to  you  In  addition 
to  Compuserve  and  Internet  File  Transfer 
and  E-mail,  our  500  developers  are 
connected  to  clients'  machines  in  USA 
and  Europe  via  satellite  links 

IIS  is  a  US  company  with  locally  resident 
techinical  /  marketing  management, 
working  underUS  law 

Our  expertise  covers  Client  /  Server,  OO, 
GUIs  as  also  Legacy  Systems. 

Strong  Project  Management  and 

mature  processes  enable  taking  on  full 
project  life  cycle  or  any  phase  of  a 
project 


IIS  offers  a  unique  proprietary 
methodology  with  its  own  auto- 
mated tools  covering  the  total  Year 
2000  Solution  -through  estimation 
and  planning,  analysis  and  imple- 
mentation. 

Projects  executed  on  T&M  or  Fixed 
Price  range  from  I  MY  to  80  MY 

IIS  is  a  global  company  with  a 
development  center  in  India  and 
subsidiaries/JVsinUK,  Holland, 
Singapore  and  strategic  alliances  in 
Mexico,  South  Africa,  Belgium, 
Sweden,  Germany  and  Italy 

Clients  include  Merril  Lynch,  European 
Parliament,  AT&T,  KPMG,  North  West 
Water,  Eagle  Star  Insurance,  Abbey 
National,  British  Gas,  GEC  Marconi, 
Brittany  Ferries,  Kleinwort  Benson, 
Apple,  IBM,  FDR,  etc 


Please  contact  Sudipta  Gautam 

E-mail  sudipta@usinc  com    Compuserve  102732  36     http  //ww  Nsinc  com 
Tel  Nos    +1-908-248-0023  Fax:+1-908-248-1315 

International  Informations  Solutions  Inc. 

999.  New  Durham  Road.  Suite  116.  Edison,  NJ08817,  USA 
Leading  a  new  world  in  software  development 
Software  Development   •  Applications  Management   •  Year  2000  Solutions 


The  ubest  advantage 


We're  IT 


UBEST  has  focussed  its  attention, 
energy  and  skills  to  service  the  growing 
need  and  diverse  requirements  of 
Telecommunication,  Services  & 
Scientific  Sectors. 

We  provide  cost  effective  software 
development  services.  Our  technology 
investments  include  : 


Servers 


-  SUN,  HP,  Dec  (Alpha) 


Data  Bases   -  Oracle,  Sybase, 

Objectstore,  POET 


GUI 


-  Power  builder,  Visual 
Basic,  Developer  2000 
Delphi 


-  IEF 


We  have  delivered  solutions  such  as  - 

•  Billing,  Network  Mediation,  Network 
Management,  Universal  Messaging, 
Business  Applications  -  Telecommunica- 
tion. 

•  Operatibnal  Support  Systems  for  Hotels, 
Hospitals,  Point  of  Sales  -  Services. 

•  Computational  Fluid  Dynamics, 
Structures  Simulation,  Virtual  Reality  and 
Multimedia  -  Scientific. 

Careful  attention  to  standards,  multivendor 
environments,  and  a  dedicated  team  have 
guaranteed  success  to  our  customers  in 
a  rapidly  changing  market.  We  strive  to 
improve  the  quality  of  life  of  millions  of  peo- 
ple, no  matter  where  they  are  and  what 
technology  they  use. 


Amitava  Dufta  S 
UBEST,  9,  Elgin  Road,  Calcutta  -  700  020,  India  Tel  :  +  91  33  240  2515/240  3466  jjj 
Fax  :  +  91  33  240  8677  E-mail  -  ubest. cal  ©ubest.  sprintrpg.  ems.  vsnl.  net.  in  5 


he  U.S.  and  India  have  an  average  12- 
our  time  zone  difference,  but  this  kind  of 
se  of  datacom  can  provide  a  virtual  24 
our  office  to  a  client  in  the  U.S.  Lately, 
his  concept  has  worked  wonders  for  large 
rojects  and  also  for  projects  involving 
emote  software  maintenance  using  video 
onferencing.  Offshore  projects  mean 
nmense  time  and  cost  savings. 
Videsh  Sanchar  Nigam  l  imited  (VSNL) 
as  pioneered  and  taken  a  leadership 
osition  in  providing  high-speed  data- 
ommunication  links  in  India.  VSNI. 
irovides  state-of-the-art  services  in  ISDN, 
nternet  and  a  host  of  other  telecom 
ervices.  In  other  words,  VSNI.  is  India's 
lecom  gateway  to  the  world.  In  the  last 
our  years,  VSNL  has  provided  more  than 
00  high-speed  leased  circuits  to  software 
ompanies  in  India.  These  circuits  include 
oth  64  khps  as  well  as  2M  links  for  video 
onferencing.  More  than  one-third  of 
ndian  software  exports  can  be  attributed 
3  VSNI.'s  efforts  in  providing  such  high- 
peed  links.  B.K.  Syngal,  chairman  and 
lanaging  director  of  VSNI.,  has  provided 
ynamic  leadership  in  providing 
iternational,  state-of-the-art  telephonic 
quipment  and  services  at  VSNL.  With 
is  efforts,  offshore  software  development 
as  become  very  efficient  and  cost- 
ffective  in  India. 
An  example  of  profitable  use  of  offshore 
evelopment  is  Axiom  Systems,  a  software 
ompany  located  in  New  Jersey.  "When 
sked  to  describe  my  experience  with 
ffshore  software  services  in  India,  the  best 
tord  that  came  to  my  mind  was  'life 
iver,'"  says  Rick  Doll,  President  of  Axiom 
ystems.  "Faced  with  a  requirement 

migrate  our  laboratory 
LIMS)  system  to  a  true 
lient/server  platform,  in  a 
ery  compressed  time 
eriod  and  with  limited 
esources,  we  had  to 
xamine  all  the  alternatives. 
"CG  Software's  center  in 
Calcutta  proved  to  be  more  than 
qual  to  the  challenge."  The  greatest 
ienefits  of  using  offshore  services,  Dool 
ays,  "were  reduced  time-to-market,  since 
■it  were  able  to  generate  an  effective 
/orkday  of  20  hours;  quality  that  met  our 
DA  validation  requirements,  built  into 
ur  product  through  the  processes  and 

fiethodologies  used  by  TCG  Software;  and 
bviously  costs,  which  were  below  what 
ve  would  have  spent  here,  assuming  we 
vere  able  to  locate  sufficient  resources." 
[CG  Software  is  a  part  of  The  Chatterjee 
k  Soros  Group  of  Companies  of  the  U.S. 

There  is  yet  another  case  of  niche 
pecialization  and  offshore  development, 
nd  that  comes  from  Hexaware.  This 
ompany  is  getting  rare  reviews  in  the  U.S. 
>r  its  specialization  in  providing  Year 
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2000  solutions  and  client/server  tech- 
nology. Its  clients  include  major  banks, 
finance  companies,  insurance  companies 
and  large  retail  stores  in  the  U.S. 
Hexaware's  specialization  also  led  to  a 
partnership  with  Oracle  and  PowerSoft 
in  which  the  company  acts  as  the 
distributor  of  Oracle  products  and  Power- 
Builder in  India. 

Moreover,  Hexaware's  expertise  lies  in 
the  execution  of  turnkey  projects, 
especially  in  the  field  of  Year  2000 
Solutions  and  business  process  re- 
engineering  applications.  This  is  a  hot 
company  to  watch! 

Yet  another  up-and-coming  company  in 
India  is  UBEST  -  part  of  the  Usha  Martin 
Group.  Its  strength  lies  in  its  capacity  to 
make  sound  analysis  and  assessment  of 
customers'  business  needs,  evaluating  and 
deploying  technologies  to  meet  those 
needs,  and  managing  systems  operations. 
Currently,  with  three  offices  in  India  and  a 
projected  staff  strength  of  I  50,  UBEST  has 
carved  out  a  niche  for  itself  in  the 
telecommunications  and  scientific  and 
engineering  sectors.  Customer  care  and 
billing,  network  mediation,  network 
planning  and  performance  reporting  are 
some  of  the  areas  of  UBKSTs  specialization 
for  telecommunications  companies,  while 
CFD  and  structures  form  the  core  strengths 
of  the  scientific  and  engineering  sectors. 

In  the  field  of  offshore  development 
and  data  processing,  New  Delhi-based 
Decision  Support  International  (DSI)  is  a 
leading  software  company.  It  has  a 
diversified  operational  base  with  multiple 
data  centers  in  the  New  Delhi,  Madras  and 
Metro  areas. 

DSPs  most  important 
strength  is  its  underlying 
philosophy,  which  is  a 
commitment  to  high  quality 
and  customer  service  - 
when  their  clients  say 
"jump",  they  say  "how 
high",  not  "why!"  James 
Johnson,  of  Lists  &  Data 
Services  Corp.  (LDSC)  of  Arlington, 
TX,  comments,  "I  searched  the  world 
and  found  in  India  DSI  the  optimal 
solution  for  my  Internet  publishing 
requirements." 

Virtual  Software 
Organizations 

With  the  concept  of  offshore  development 
in  place,  Indian  software  companies, 
instead  of  selling  individual  projects,  are 
selling  "virtual  software  organizations." 
F.d  Yourdon,  the  noted  American  guru, 
savs  that  nowadays,  Indian  software 
organizations  will  approach  an  American 
or  European  company  and  say,  "Since 
we've  done  several  successful  projects  for 
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Global  Outsourcing  Solutions 
V 


"Data  Entry 

'OCR  &  Image  Scanning 
*CD-Rom  &  Electronic  Publishing 
'SGML  Coding  &  Indexing 
'Data  Processing  Services 
'Software  Development 


DECISION  SUPPORT  INTERNATIONAL 

Tel:  +91-11-6212840 
Fax:  +91-11-6431008 
E-Mail:nalm.khanna@sm9.sprintrpg.ems.vsnl.net.in 

Tel.: +1-610-642-5106 
Fax:+1-610-642-5168 
E-Mail:  73173,2324@compuserve.com 

INDIA  •  USA  •  CANADA  •  UK  •  FRANCE 
SINGAPORE  •  GERMANY  •  AUSTRALIA 


■  AtCUTTA 
\J  for  IT  and 

Multimedia 


for  the  future 

Check  out  the  facts. 
India's  only  fully  integrated 
Electronics  Complex  with  Software 
Technology  Park,  High-speed 
Gateway  Switch,  Electronics  Test 
Labs,  Centre  for  Test 
Engineering, National  R&D  Centre. 
Home  for  High-tech  activities  of 
Siemens.Philips,  SEMA  and  others. 
Infinity-  the  Intelligent  City  and  many 
more  coming  up. 

For  more  information  call 


Webel 


WEST  BENGAL  ELECTRONICS 
INDUSTRY  DEVELOPMENT  CORPORATION  LTD. 

Webel  Bhavan,  Block  EP&GP,  Sector  V 
Bidhannagar,  Salt  Lake,  Calcutta-700  091  India 
Phone:  91-33  3371710/1725/1740 

Fax:  91-33-3371739/1708 
E.Mail:  Webel  @  giascl  91  .vsnl.net.in  , 
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you,  and  you  know  you  can  trust  us,  why 
not  turn  over  all  of  your  software  projects 
io  us?  Why  not  establish  your  software 
organizations  in  our  company,  in  India? 
We'll  devote  an  entire  floor  of  our  building 
to  your  projects  and  we'll  set  up  the 
hardware  and  software  configuration  to 
match  your  standards.  We'll  assign  as 
many  programmers  as  are  needed  to  carry 
out  your  development  and  maintenance 
projects  and  we'll  guarantee  that  these 
programmers  are  dedicated  exclusively  to 
your  project." 

Just  as  it's  a  lot  more  complicated  to  build 
a  system  than  it  is  to  develop  a  program, 
it's  a  lot  more  complicated  to  run  an  entire 
software  organization  than  it  is  to  manage 
an  individual  project.  But  many  Indian  soft- 
ware companies  have  demonstrated  that 
they  can  do  just  that,  and  they're  offering 
that  expertise  to  the  global  marketplace. 

The  concept  of  Software  Technology 
Parks  Scheme  (STP)  initiated  by  the 
Department  of  Electronics  has  worked  very 
well.  There  are  several  STPs  in  India  spread 
throughout  the  length  and  breadth  of  the 
country.  Among  others,  STPs  are  located 
at  Bangalore,  Calcutta,  Hyderabad, 
Madras,  Pune,  Noida,  Ahmedabad  and 
Bhubneshwar.  Lately,  Calcutta  has  been 
showing  promising  growth  in  this  sector. 

WEBEL,  a  public  -  sector  undertaking 


owned  by  the  West  Bengal  Government  in 
India,  is  a  leading  company  providing 
state  of  the  art  infrastructure,  STP,  R&D 
labs,  technology  and  all  other  facilities  so 
that  entrepreneurs  or  multinationals  can 
set  up  software  units  in  the  eastern  state  of 
West  Bengal.  The  speed  at  which  WEBEL 
works  and  facilitates  can  put  any  private 
organization  to  shame.  WEBEL  has 
already  created  a  successful  Silicon  Valley 
in  the  Salt  Lake  area  of  Calcutta. 

Yet  another  strength  for  India  is  its  large 
manpower  pool.  Just  as  the  Gulf  has  its 
natural  resources  in  crude  oil  and  South 
Africa  in  diamonds,  India's  natural 
resources  lie  in  its  abundant  technically 
skilled  manpower.  More  than  160 
universities,  460  engineering  colleges  and 
700  private  training  institutes  teach 
computer  science  courses.  With  over 
1 15,000  engineering  graduates  coming  out 
of  university  every  year,  India  has  the 
second -largest  English-speaking  scientific 
manpower  pool  in  the  world. 

It  is  evident  that  increasingly,  the 
Indian  software  companies  are  providing  a 
competitive  edge  through  cost  and  quality 
advantages,  use  of  state-of-the-art  skills, 
high  reliability  and  ability  to  save  time 
on  projects. 

Therefore,  if  you  want  to  gain  or  retain 
the  competitive  edge  in  your  business,  the 


Execution  of  large  software  projects  -  high  reliability,  speedy 
deliveries  and  great  quality 

surest  way  is  to  "outsource"  your  software 
requirements  to  Indian  software  companies 
If  you  plan  to  be  in  India  either  M 
outsource  or  for  any  other  business  ol 
pleasure,  it  might  be  a  smart  idea  to  stay  a 
Taj  Hotels,  which  are  located  in  every  citj 
of  the  Silicon  Valley  of  India.  Staying  at  Tai 
Hotels  and  doing  software  business  witH 
India  is  certainly  a  win-win  combination. 

The  author,  Dewang  Mehta,  is  executivt 
director  of  India's  National  Association  o, 
Software  and  Service  companies 
(NASSCOM).  He  is  also  Consulting  Editol 
of  PC  Magazine  India  and  Editor  ol 
Khaleej  Times-IT,  Dubai. 

Produced  by  Adil  Jilla,  MEIAC,  U.K. 
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Take  advantage  of  our 
unique  approach  to  setting 
up  dedicated  centers  of 
excellence  in  India.  Our 
large  pool  of  software 
professionals  specializ- 
ing in  intranets,  open 
systems,  legacy  systems 
and  Year  2000  conversions 
provides  our  clients  quality, 
focused  expertise  across 
platforms  and  environ- 
ments. And,  we  are 
uniquely  qualified  to  set 
up  dedicated  software 
factories  for  our  clients. 


Work  with  our  stateside 
organization  who 
understands  how  you  do 
business  and  what  it 
takes  for  your  projects  to 
succeed.  Our  American 
management  team  gives 
you  "local"  control  over 
all  remote  activities. 
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A  Chatterjee  Group  Company 

A  unique  local  touch  . .  .  globally 

800-295-9212 

+1-201-864-3388 
or  email:  tcg_sw@interramp.com 
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►  TOWARD  A  FINAL  THEORY 
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for  the  greater  glory  of  God  and  perhaps  a 
glimpse  of  His  face.  Now,  as  these  tools  d% 
their  work  and  our  destination  approaches,  we 
fear  that  no  one  will  be  home  and  that  the  only 
visages  we  will  see  are  our  own  lonely  faces 
mirrored  on  the  shiny  walls  of  our  machines. 
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THE  END  OF  MATERIALIST  SCIENCE 

BERLINSKI 

Simply  the  thing  you  are  shall  make  you  live. 
— Old  Spanish  Proverb 

r|OR  the  moment,  we  are  all  waiting  for  the  gate  of  time 
to  open.  The  heroic  era  of  scientific  exploration  appears 
I  at  an  end,  the  large  aching  questions  settled.  An  official 
ideology  is  everywhere  in  evidence  and  everywhere  re- 
sisted. From  the  place  where  space  and  time  are  curved 
to  the  arena  of  the  elementary  particles,  there  is  nothing  but 
matter  in  one  of  its  modes.  Physicists  are  now  pursuing  the 
grand  unified  theory  that  will  in  one  limpid  gesture  amalga- 
mate the  world's  four  far-flung  forces. 

For  all  of  its  ambitiousness,  it  is  hardly  an  inspiring  view. 
And  few  have  been  inspired  by  it.  "The  more  the  universe 
seems  comprehensible,"  Steven  Weinberg  has  written  sourly, 
"the  more  it  seems  pointless."  Yet  even  as  the  system  is  said 
to  be  finished,  with  only  the  details  to  be  put  in  place,  a  del- 
icate system  of  subversion  is  at  work,  the  very  technology  made 
possible  by  the  sciences  themselves  undermining  the  founda- 
tions of  the  edifice,  compromising  its  principles,  altering  its 
shape  and  the  way  it  feels,  conveying  the  immemorial  mes- 
sage that  the  land  is  more  fragrant  than  it  seemed  at  sea. 

Entombed  in  one  century  certain  questions  sometimes  arise 
at  the  threshold  of  another,  their  vitality  strangely  intact,  rather 
like  one  of  the  Haitian  undead,  hair  floating  and  silvered  eyes 
flashing.  Complexity,  the  Reverend  William  Paley  observed  in 
the  eighteenth  century,  is  a  property  of  things,  one  as  notable 
as  their  shape  or  mass.  But  complexity,  he  went  on  to  observe, 
is  also  a  property  that  requires  an  explanation. 

It  was  a  shrewd,  a  pregnant,  a  strangely  modern  observa- 
tion. The  simple  structures  formed  by  the  action  of  the  waves 
along  a  beach — the  shapely  dunes,  sea  caves,  the  sparkling 
pattern  of  the  perishable  foam  itself — may  be  explained  by  a 
lighthearted  invocation  of  air,  water,  and  wind.  But  the  things 
that  interest  us  and  compel  our  fascination  are  different.  The 
laws  of  matter  and  the  laws  of  chance,  these,  Paley  seemed 
to  suggest,  control  the  behavior  of  ordinary  material  objects, 
but  nothing  in  nature  suggests  the  appearance  of  a  compli- 
cated artifact.  Unlike  things  that  are  simple,  complex  ob- 
jects are  logically  isolated,  and  so  they  are  logically  unexpected. 

Paley  offered  examples  that  he  had  on  hand,  a  pocket  watch 
chiefly,  but  that  watch,  its  golden  bezel  still  glowing  after  all 
these  years,  Paley  pulled  across  his  ample  paunch  as  an  act 
of  calculated  misdirection.  The  target  of  his  cunning  argument 
lay  elsewhere,  with  the  world  of  biological  artifacts:  the  orchid's 
secret  chamber,  the  biochemical  cascade  that  stops  the  blood 
from  flooding  the  body  at  a  cut.  These,  too,  are  complex, 
infinitely  more  so  than  a  watch.  Today,  with  these  ►i48 
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147  ^  extraordinary  ob- 
jects now  open  for  dissec- 
tion by  the  biological  sci- 
ences, precisely  the  same  inferential  pattern  that  sweeps  back 
from  a  complex  human  artifact  to  the  circumstance  of  its  de- 
sign sweeps  back  from  a  complex  biological  artifact  to  the 
circumstance  of  its  design. 

What,  then,  is  the  origin  of  their  complexity?  This  is  Paley's 
question. 

It  is  ours  as  well.  At  century's  end,  the  great  clock  ticking 
resolutely,  complexity  seems  more  complex  than  ever.  Along 
with  chaos,  it  is  the  convenient  explanation  for  every  con- 
ceivable catastrophe;  given  the  prevalence  of  catastrophes,  it 
is  much  in  vogue.  Civil  and  computer  codes  are  complex;  so 
is  the  air  transport  system,  diseases  of  the  liver,  and  the  law  of 
torts.  Ditto  for  modern  automobile  engines,  even  the  mechanic 
at  my  shop  complaining  richly  that  "this  here  gizmo's  too  com- 
plex for  me,  Mister  B'linski."  Semi- 
conductors are  complex  and  so  are  the 
properties  of  silicon,  Bose-Einstein 
condensates,  and  Japanese  kanji.  The 
life  of  the  butterfly  is  marvelously  com- 
plex, the  thing  born  a  caterpillar  and 
fated  thus  to  crawl  upon  the  ground, 
immolated  later  in  its  own  liquid,  and 
then  majestically  reemerging  as  a 
radiant,  multicolored  insect,  bright 
master  of  the  air. 

Everything  in  nature,  the  French 
mathematician  Rene  Thorn  observed 
with  a  certain  irony,  is  complex  in  one 
way  or  another.  And  not  the  least  of 
the  problems  with  this  forthright  if 
overstated  observation  (some  things, 
after  all,  must  be  simple  if  anything  is  to  be  complex)  is  the 
fact  that  in  most  cases  we  have  no  definition  of  complexity 
to  which  we  can  appeal,  no  sense,  beyond  the  superficial,  of 
what  complexity  means. 

GARDEN  OF  THE  BRANCHING  FORKS 

In  developing  his  argument,  Paley  drew — he  intended  to 
draw — the  curtain  of  a  connection  between  complexity  and 
design,  and  so  between  complexity  and  intelligence.  Whether 
inscribed  on  paper  or  recorded  in  computer  code,  a  design  is, 
after  all,  the  physical  overflow  of  intelligence  itself,  its  trace  in 
matter.  A  large,  a  general  biological  property,  intelligence  is 
exhibited  in  varying  degrees  by  everything  that  lives.  It  is  in- 
telligence that  immerses  living  creatures  in  time,  allowing 
the  cat  and  the  cockroach  alike  to  peep  into  the  future  and  re- 
member the  past.  The  lowly  paramecium  is  intelligent,  learn- 
ing gradually  to  respond  to  electrical  shocks,  this  quite  with- 
out a  brain,  let  alone  a  nervous  system.  But  like  so  many  other 
psychological  properties,  intelligence  remains  elusive  without 
an  objective  correlative,  some  public  set  of  circumstances  to 
which  one  can  point  with  the  intention  of  saying  there,  that  is 
what  intelligence  is,  or  what  intelligence  is  like. 

The  stony  soil  between  mental  and  mathematical  concepts 
is  not  usually  thought  efflorescent,  but  in  the  idea  of  an 


Complexity,  the 
Reverend  William 
Paley  observed  in 
the  18th  century, 
is  a  property  of 
things-a  property 
that  requires 
an  explanation. 


algorithm  modern  mathematics  does  offer  an  obliging  witness 
to  the  very  idea  of  intelligence.  They  arise,  these  objects,  from 
an  old,  a  wrinkled  class  of  human  artifacts,  things  so  familiar 
in  collective  memory  as  to  pass  unnoticed.  A  simple  recipe  for 
bceuf  a  la  mode  is  an  algorithm;  it  serves  to  control  the  flow 
of  time,  breaking  human  action  into  small  and  manageable 
steps  (braising,  browning,  skimming).  Those  maddeningly  im- 
precise computer  manuals,  written  half  in  Korean,  it  would 
seem,  and  half  in  English,  they,  too,  are  algorithms,  although 
ones  that  are  often  badly  organized. 

The  promotion  of  an  algorithm  from  its  humdrum  histor- 
ical antecedents  to  its  modern  incarnation  was  undertaken  in 
the  1930s  by  a  quartet  of  gifted  mathematicians:  Emil  Post,  a 
Polish  American  logician,  doomed  like  Ovid  to  spend  his  years 
in  exile,  his  most  productive  work  undertaken  at  City  College 
in  New  York;  the  great  Kurt  Godel;  Alonzo  Church,  the  Amer- 
ican Gothic;  and,  of  course,  the  odd,  utterly  original  Alan 
Turing,  his  spirit  yet  restless  and  un- 
easy more  than  forty  years  after  his  un- 
happy death  (an  enforced  course  of 
hormone  therapy  to  reverse  his  homo- 
sexuality, an  apple  laced  with  cyanide). 

The  problem  they  faced  was  to  give 
precise  meaning  to  the  concept  of  an 
effective  procedure  within  mathemat- 
ics. The  essential  idea  of  an  algorithm 
blazes  forth  from  any  digital  comput- 
er, the  unfolding  of  genius  having 
passed  inexorably  from  Godel's  in- 
completeness theorem  to  Space  In- 
vaders rattling  on  an  arcade  Atari,  a 
progression  suggesting  something 
both  melancholy  and  exuberant  about 
our  culture. 

The  computer  is  a  machine,  and  so  belongs  to  the  class  of 
things  in  nature  that  do  something,  but  the  computer  is  also 
a  device  dividing  itself  into  aspects:  symbols  set  into  soft- 
ware to  the  left,  and  the  hardware  needed  to  read,  store  and 
manipulate  the  software  to  the  right.  This  division  of  labor  is 
unique  among  man-made  artifacts:  It  suggests  the  mind 
immersed  within  the  brain,  the  soul  within  the  body,  the 
presence  anywhere  of  spirit  in  matter.  An  algorithm  is  thus  an 
ambidextrous  artifact,  residing  at  the  heart  of  both  artificial 
and  human  intelligence.  Computer  science  and  the  compu- 
tational theory  of  mind  appeal  to  precisely  the  same  garden 
of  branching  forks  to  explain  what  computers  do  or  what  men 
can  do  or  what  in  the  tide  of  time  they  have  done. 

It  is  this  circumstance  that  in  the  1940s  prompted  Turing 
to  ask  whether  computers  could  really  think,  a  question  that 
we  have  for  more  than  forty  years  evidently  found  oddly  com- 
pelling. We  ask  it  time  and  again.  Turing  was  prepared  to  settle 
his  own  question  in  favor  of  the  computer  if  the  machines 
could  satisfactorily  conceal  their  identity,  insouciantly  pass- 
ing themselves  off,  when  suitably  disguised,  as  human  beings. 
Every  year  the  issue  is  somewhere  joined,  a  collection  of  com- 
puter scientists  facing  a  number  of  curtained  wooden  booths, 
trying  to  determine  from  the  cryptic  messages  they  are 
receiving — My  name  is  Bertha  and  I  am  hungry  for  love- 
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whether  Bertha  is  a  cleverly  programmed  machine  or  whether, 
warm  and  wet,  Bertha  is  herself  resident  behind  the  curtain, 
stamping  her  large  feet  and  hoping  for  a  message  in  turn. 

It  is  a  deliciously  comic  spectacle.  So,  too,  the  contests  be- 
tween human  and  computer  chess  champions,  as  when,  with 
his  simian  brow  furrowed  nobly,  Gary  Kasparov  defended 
the  honor  of  the  human  race  against  Deep  Blue,  a  dedicated 
chess-playing  computer  with  an  engaging  willingness  to  top- 
ple into  tactical  traps.  Artificial  intelligence7.  The  idea  provokes 
anxiety,  of  course,  especially  among  those  who  shuffle  symbols 
for  a  living  (me,  come  to  think  of  it),  but  there  it  is:  If  an  abil- 
ity to  execute  ordinary  arithmetic  operations  is  a  form  of 
thought,  then  intelligence  has  already  been  localized  in  a  de- 
vice that  fits  within  the 
palm  of  one's  hand. 

Everything  else  is  a  mat- 
ter of  detail.  Or  denial. 

THE 

INFORMATION 

An  algorithm  is  a 
scheme  for  the  manipula- 
tion of  symbols — a  garden 
of  branching  forks,  but  to 
say  this  is  only  to  say  what 
an  algorithm  does.  Symbols 
do  more  than  suffer  them- 
selves to  be  husded  around; 
they  are  there  to  offer  their 
reflections  of  the  world. 
They  are  instruments  that 
convey  information. 

The  most  general  of 
fungible  commodities,  in- 
formation has  become 
something  shipped,  orga- 
nized, displayed,  routed, 
stored,  held,  manipulated, 
disbursed,  bought,  sold, 
and  exchanged.  It  is,  I 
think,  the  first  entirely  ab- 
stract object  to  have  be- 
come an  item  of  trade, 
rather  as  if  one  of  the  Platonic  forms  were  to  become  the  sub- 
ject of  a  public  offering.  The  superbly  reptilian  Richard 
Dawkins  has  written  of  life  as  a  river  of  information,  one  pro- 
ceeding out  of  Eden,  almost  as  if  a  digital  flood  had  evacuat- 
ed itself  at  its  source.  Somewhere  in  the  wheat-stabbed  fields 
of  the  American  Midwest,  a  physicist  has  argued  for  a  vision 
of  reincarnation  in  which  human  beings  may  look  forward 
to  a  resumption  of  their  activities  after  death  on  the  basis  of 
simulation  within  a  gigantic  computer.  Sexual  pleasures  are 
said  to  be  unusually  keen  in  the  digital  hereafter. 

The  American  mathematician  Claude  Shannon  gave  the  con- 
cept of  information  its  modern  form,  endowing  an  old,  a  fa- 
miliar idea  with  an  unyielding  but  perspicacious  mathematical 
structure.  The  date  is  1948.  His  definition  is  one  of  the  cor- 
nerstones in  the  arch  of  modern  thought.  Information,  Shannon 


realized,  is  a  property  resident  in  symbols,  his  theory  thus 
confined  from  the  start  by  the  artifice  of  words.  What  Shannon 
required  was  a  way  of  incorporating  information  into  the  no- 
ble category  of  continuous  properties  that,  like  mass  or  dis- 
tance, can  be  represented  by  real  numbers.  Philosophers  have 
from  time  immemorial  talked  of  symbols  and  signs,  their  the- 
ories turning  in  an  endless  circle.  Shannon  regarded  their  do- 
main with  a  mathematician's  cold  and  cunning  eye.  He  saw  that 
symbols  function  in  a  human  universe  where  things  in  them- 
selves are  glimpsed  through  a  hot  haze  of  confusion  and  doubt. 
Whatever  else  a  message  may  do,  its  most  important  function 
is  to  relieve  uncertainty,  Rejoice,  we  conquer  making  clear  that 
one  side  has  lost,  the  other  won,  the  contest  finally  a  matter 

of  fact.  It  is  by  means  of  this 
superb  insight  that  Shan- 
non was  able  to  coordinate 
in  a  limpid  circle  what 
symbols  do,  the  accordion 
of  human  emotions  wheez- 
ing in  at  doubt  and  ex- 
panding outward  at  cer- 
tainty, and  the  great,  the 
classical  concepts  of  the 
theory  of  probability.  A 
simple  binary  symbol,  its 
existence  suspended  be- 
tween two  equally  likely 
states  (on  or  off,  zero  or 
one,  yes  or  no),  holds  latent 
the  promise  of  resolving  an 
initial  state  of  uncertainty 
by  half.  The  symbol's  in- 
formation, measured  in 
bits,  is  thus  one  half. 

Simple,  no?  And  so  very 
elegant. 

The  promotion  of  in- 
formation from  an  infor- 
mal concept  to  the  mathe- 
matical Big  Time  has 
provided  another  benefit, 
and  that  is  to  bring  com- 
plexity itself  into  the  larg- 
er community  of  properties  that  are  fundamental  because  they 
are  measurable.  The  essential  idea  is  due,  ecumenically,  to  the 
great  Russian  mathematician  Andrey  Kolmogorov  and  to 
Gregory  Chaitin,  an  American  student  at  City  College  in  New 
York  at  the  time  of  his  discovery  (the  spirit  of  Emil  Post  no 
doubt  acting  ectoplasmically).  The  cynosure  of  their  concerns 
lay  with  strings  of  symbols.  Lines  of  computer  code,  and  so  in- 
evitably algorithms,  are  the  obvious  examples,  but  descending 
gravely  down  a  wide  flight  of  stairs,  their  black  hair  swept  up 
and  clasped  together  by  diamond  brooches,  Anna  Karenina 
and  Madame  Bovary  in  the  end  reduce  themselves  to  strings 
of  symbols,  the  ravishing  women  vanishing  into  the  words, 
and  hence  the  symbols,  that  describe  them.  Adieu,  mesdames. 

In  such  settings,  Kolmogorov  and  Chaitin  argued,  com- 
plexity is  allied  to  compressibility  and  then  to  length,  ^150 
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149  ^  a  simple  counting 
concept.  Certain  strings 
of  symbols  may  be  ex- 
pressed, and  expressed  completely,  by  strings  that  are  short- 
er than  they  are;  they  have  some  give.  A  string  of  ten  H's 
(H,H,H,H,H,H,H,H,H,H)  is  an  example.  It  may  be  replaced 
by  the  command,  given  to  a  computer,  say,  to  print  the  letter 
H  ten  times.  Strings  that  have  little  or  no  give  are  what  they 
are.  No  scheme  for  their  compression  is  available.  The  obvi- 
ous example  is  a  random  string — H,T,T,H,H,T,H,H,H,T,  say, 
which  I  have  generated  by  flipping  a  coin  ten  times. 
Kolmogorov  and  Chaitin  identified  the  complexity  of  a  string 
with  the  length  of  the  shortest  computer  command  capable 
of  generating  that  string.  This  returns  the  discussion  to  the 
idea  of  information.  It  functions  in  this  discussion  (and  every- 
where else)  as  a  massive  gravitational  object,  exerting  enor- 
mous influence  on  every  other  object  in  its  conceptual  field. 

The  definition  of  algorithmic  com- 
plexity gives  the  appearance  of  turning 
the  discussion  in  a  circle,  the  com- 
plexity of  things  explained  by  an  ap- 
peal to  intelligence  and  intelligence  ex- 
plained, or  at  least  exhibited,  by  an 
appeal  to  a  community  of  concepts — 
algorithms,  symbols,  information — 
upon  which  a  definition  of  complexi- 
ty has  been  impressed.  In  fact,  I  am  not 
so  much  moving  aimlessly  in  a  circle 
as  descending  slowly  in  a  spiral,  ex- 
plaining the  complexity  of  things  by  an 
appeal  to  the  complexity  of  strings.  Ex- 
planation is,  perhaps,  the  wrong,  the 
dramatically  inflated  word.  Nothing 
has  been  explained  by  what  has  just 
been  concluded.  The  alliance  between  complexity  and  intelli- 
gence that  Paley  saw  through  a  dark  glass  remains  in  place,  but 
the  descending  spiral  has  done  only  what  descending 
spirals  can  do,  and  that  is  to  convey  a  question  downward. 

A  STATION  OF  THE  CROSS 

Molecular  biology  has  revealed  that  whatever  else  a  liv- 
ing creature  may  be — God's  creation,  the  locus  in  the  universe 
of  pity  and  terror,  so  much  blubbery  protoplasm — a  living 
creature  is  also  a  combinatorial  system,  its  organization  con- 
trolled by  a  strange,  a  hidden  and  obscure  text,  one  written  in 
a  biochemical  code.  It  is  an  algorithm  that  lies  at  the  humming 
heart  of  life,  ferrying  information  from  one  set  of  symbols  (the 
nucleic  acids)  to  another  (the  proteins).  An  algorithm?  How 
else  to  describe  the  intricacy  of  transcription,  translation,  and 
replication  than  by  an  appeal  to  an  algorithm?  For  that  mat- 
ter, what  else  to  call  the  quantity  stored  in  the  macromolecules 
than  information?  And  if  the  macromolecules  store  informa- 
tion, they  function  in  some  sense  as  symbols. 

We  are  traveling  in  all  the  old  familiar  circles.  Nonetheless, 
molecular  biology  provides  the  first  clear,  the  first  resonant, 
answer  to  Paley's  question.  The  complexity  of  human  artifacts, 
the  things  that  human  beings  make,  finds  its  explanation  in 
human  intelligence.  The  intelligence  responsible  for  the  con- 


The  division  of 
labor  is  unique 
among  man-made 
artifacts:  It  suggests 
the  mind  immersed 
within  the  brain, 
the  soul  within  the 
body-an  algorithm. 


struction  of  complex  artifacts — watches,  computers,  military 
campaigns,  federal  budgets,  this  very  essay — finds  its 
explanation  in  biology.  This  may  seem  suspiciously  as  if  one 
were  explaining  the  content  of  one  conversation  by  appealing 
to  the  content  of  another,  and  so,  perhaps,  it  is,  but  at  the  very 
least,  molecular  biology  represents  a  place  lower  on  the  spiral 
than  the  place  from  which  we  first  started,  the  downward 
descent  offering  the  impression  of  progress  if  only  because  it 
offers  the  impression  of  movement. 

However  invigorating  it  is  to  see  the  threefold  pattern  of  al- 
gorithm, information,  and  symbol  appear  and  reappear, 
especially  on  the  molecular  biological  level,  it  is  important  to 
remember  that  we  have  little  idea  how  the  pattern  is  amplified. 
The  explanation  of  complexity  that  biology  affords  is  yet  large- 
ly ceremonial.  A  living  creature  is,  after  all,  a  concrete,  com- 
plex, and  autonomous  three-dimensional  object,  something  or 
someone  able  to  carry  on  its  own  affairs;  it  belongs  to  a  world 
of  its  own — our  world,  as  it  happens, 
the  world  in  which  animals  hunt  and 
hustle,  scratch  themselves  in  the  shed- 
ding sun,  yawn,  move  about  at  will.  The 
triple  artifacts  of  algorithm,  informa- 
tion, and  symbol  are  abstract  and  one- 
dimensional,  entirely  static;  they  belong 
to  the  very  different  universe  of  sym- 
bolic forms.  At  the  very  heart  of  mol- 
ecular biology,  a  great  mystery  is  in  ev- 
idence, as  those  symbolic  forms  bring 
an  organism  into  existence,  control  its 
morphology  and  development,  and  slip 
a  copy  of  themselves  into  the  future. 

These  transactions  hide  a  process 
never  seen  among  purely  physical 
objects,  although  one  that  is  charac- 
teristic of  the  world  in  which  orders  are  given  and  obeyed, 
questions  asked  and  answered,  promises  made  and  kept.  In 
thai  world,  where  computers  hum  and  human  beings  attend 
to  one  another,  intelligence  is  always  relative  to  intelligence 
itself,  systems  of  symbols  gaining  their  point  from  having  their 
point  gained. 

This  is  not  a  paradox.  It  is  simply  the  way  things  are.  Some 
two  hundred  years  ago,  the  Swiss  naturalist  Charles  Bonnet — 
a  contemporary  of  Paley's — asked  for  an  account  of  the 
"mechanics  which  will  preside  over  the  formation  of  a  brain, 
a  heart,  a  lung,  and  so  many  other  organs."  No  account  in 
terms  of  mechanics  is  yet  available.  Information  passes  from 
the  genome  to  the  organism.  Something  is  given  and  some- 
thing read;  something  is  ordered  and  something  done.  But  just 
who  is  doing  the  reading  and  who  is  executing  the  orders,  this 
remains  unclear. 

THE  COOL  CLEAN  PLACE 

The  triple  concepts  of  algorithm,  information,  and  symbol 
lie  at  the  humming  heart  of  life.  How  they  promote  themselves 
into  an  organism  is  something  of  a  mystery,  a  part  of  the 
general  mystery  by  which  intelligence  achieves  its  effects.  But 
just  how  in  the  scheme  of  things  did  these  superb  symbolic 
instruments  come  into  existence?  Why  should  there  ►i52 
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150-4  be  very  complex 
informational  macromol- 
ecules  at  all?  We  are  look- 
ing further  downward  now,  toward  the  laws  of  physics. 

Darwin's  theory  of  evolution  is  widely  thought  to  provide 
purely  a  materialistic  explanation  for  the  emergence  and  de- 
velopment of  life.  But  even  if  this  extravagant  and  silly  claim 
is  accepted  at  face  value,  no  one  suggests  that  theories  of  evo- 
lution are  in  any  sense  a  fundamental  answer  to  Paley's  ques- 
tion. One  can  very  easily  imagine  a  universe  rather  like  the 
surface  of  Jupiter,  a  mass  of  flaming  gases  too  hot  or  too 
insubstantial  for  the  emergence  or  the  flourishing  of  life.  There 
is  in  the  universe  we  inhabit  a  very  cozy  relationship  between 
the  fundamental  structure  of  things  and  our  own  boisterous 
emergence  on  the  scene,  something  remarked  by  every  physi- 
cist. The  theory  of  evolu- 
tion is  yet  another  station, 
a  place  to  which  com- 
plexity has  been  trans- 
ferred and  from  which  it 
must  be  transferred  anew. 

The  fundamental  laws 
of  physics  describe  the 
clean,  cool  place  from 
which  the  world's  com- 
plexity ultimately  arises. 
What  else  besides  those 
laws  remains?  They  hold 
the  promise  of  radical  sim- 
plicity in  a  double  sense. 

Within  the  past  quar- 
ter century,  physicists 
have  come  to  realize  that 
theories  of  change  may 
always  be  expressed  in 
terms  of  the  conservation 
of  certain  quantities. 
Where  there  is  conserva- 
tion, there  is  symmetry  as 
well.  The  behavior  of  an  ordinary  triangle  in  space  preserves 
three  rotational  symmetries,  the  vertices  of  the  triangle  sim- 
ply changing  positions  until  the  topmost  vertex  is  back  where 
it  started.  And  it  preserves  three  reflectional  symmetries  as  well, 
as  when  the  triangle  is  flipped  over  its  altitude.  A  theory  of  how 
the  triangle  changes  its  position  in  space  is  at  the  same  time — 
it  is  one  and  the  same  thing — a  theory  of  the  quantities  con- 
served by  the  triangle  as  it  is  being  rotated  or  reflected.  The  ap- 
propriate object  for  the  description  of  the  triangle  is  a  structure 
that  exhibits  the  requisite  symmetry.  (Such  are  the  groups.) 
The  fundamental  laws  of  physics — the  province  of  gauge  the- 
ories— achieve  their  effect  by  appealing  to  symmetries.  The 
physicist  looks  upon  a  domain  made  simple  because  it's  made 
symmetrical.  This  sense  of  simplicity  is  a  sense  of  simplicity  in 
things;  whether  captured  fully  by  the  laws  of  nature  or  not, 
symmetry  is  an  objective  property  of  the  real  world,  out  there, 
in  some  sense  of  "out"  and  some  sense  of  "there." 

And  yet,  the  world  in  which  we  moan  and  mate  is  cor- 
rupt, fragmented,  hopelessly  asymmetrical,  with  even  the 


bilateral  symmetry  of  the  human  body  compromised  by  two 
kidneys  but  one  comically  misplaced  heart,  two  lungs,  one 
oblate  liver.  This,  too,  the  fundamental  laws  of  physics  explain, 
those  laws  miraculously  accounting  for  both  purity  and  cor- 
ruption in  one  superb  intellectual  gesture.  The  basic  expres- 
sions of  mathematical  physics  are  mathematical  equations.  Like 
the  familiar"  equations  of  high  school  algebra,  they  point  to 
an  unknown  by  means  of  an  adroit  compilation  of  connect- 
ed clues — specification  in  the  dark. 

But  while  the  equations  respect  nature's  perfect  symmetries, 
their  various  solutions  do  not.  How  can  this  be?  Simple.  The 
equation  that  some  number  when  squared  is  four  has  two 
matched  and  thus  symmetrical  solutions  (two  and  minus  two). 
The  equation  preserves  a  certain  symmetry,  but  once  a  partic- 
ular solution  is  chosen,  some  unavoidable  bias  is  introduced, 

whether  positive  or  nega- 
tive. So  too  with  the  fun- 
damental equations  of 
physics.  Their  bias  is  re- 
vealed in  spontaneous 
symmetry-breaking — our 
own  breathtakingly  asym- 
metrical world  the  result  of 
a  kind  of  random  tilt,  one 
that  obscures  the  world's 
symmetries  even  as  it 
breaks  them. 

Such  is  the  standard 
line,  its  principles  govern- 
ing the  standard  model, 
the  half-completed  collec- 
tion of  principles  that,  like 
a  trusted  scout,  physicists 
believe  point  toward  the 
grand  unified  theory  to 
come.  The  laws  of  nature 
are  radically  simple  in  a 
second  sense.  They  are, 
those  laws,  simple  in  their 
structure,  exhibiting  a  shapeliness  of  mathematical  form  and 
a  compactness  of  expression  that  itself  cannot  be  improved  in 
favor  of  anything  shapelier  or  more  compact.  They  repre- 
sent the  hard  knot  into  which  the  world  of  matter  has  been 
compressed.  This  is  to  return  the  discussion  to  symbols  and 
information,  the  cross  of  words  throwing  a  queer  but  illumi- 
nating lurid  red  light  onto  the  laws  of  physics. 

The  fundamental  laws  of  physics  capture  the  world's  pat- 
terns by  capturing  the  play  of  its  symmetries.  Where  there  is 
pattern  and  symmetry,  there  is  room  for  compression,  and 
where  room  for  compression,  fundamental  laws  by  which 
the  room  is  compressed.  At  the  conceptual  basement,  no  fur- 
ther explanation  is  possible  and  so  no  further  compression. 
The  fundamental  laws  of  physics  are  complex  in  that  they 
are  incompressible,  but  they  are  simple  in  that  they  are  short — 
astonishingly  so  in  that  they  may  be  programmed  in  only  a 
few  pages  of  computer  code.  They  function  as  tense,  tight 
spasms  of  information. 

It  is  with  the  fundamental  laws  of  physics  that  ►i54 
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152  <4  finally  Paley's  ques- 
tion comes  to  an  end;  it  is 
the  place  where  Paley's 
question  must  come  to  an  end  if  we  are  not  to  pass  with  infi- 
nite weariness  from  one  set  of  complicated  facts,  to  another.  It 
is  thus  crucial  that  they  be  simple,  those  laws,  so  that  in  sur- 
veying what  they  say,  the  physicist  is  tempted  no  longer  to  ask 
for  an  account  of  their  complexity.  Like  the  mind  of  God,  they 
must  explain  themselves.  At  the  same  time,  they  must  be  com- 
plete, explaining  everything  that  is  complex.  Otherwise  what 
is  their  use?  And,  finally,  the  fundamental  laws  must  be  ma- 
terial, offering  an  account  of  spirit  and  substance,  form  and 
function,  all  of  the  insubstantial  aspects  of  reality,  in  terms 
(metaphorically)  of  atoms  and  the  void.  Otherwise  they  would 
not  be  fundamental  laws  of  physics. 


RETRO 

TO  THOSE  COMMITTED  to  its  SUCCeSS, 

contemporary  physics  has  seemed  a 
convergent  sequence,  a  fantastic  syn- 
thesis of  a  scientific  theory  and  a  moral 
drama.  The  grand  unified  theory  is 
not  only  a  fixed  point  but  a  place  of 
blessed  if  somewhat  delayed  release. 

And  yet  many  of  the  most  notable 
movements  in  twentieth-century 
thought  suggest  something  rather  dif- 
ferent, the  conclusion  of  almost  every 
grand  intellectual  progression  block- 
ed by  incompleteness,  or  daunting 
complexity,  or  a  wilderness  of  mirrors. 

Any  mathematical  system  rich 
enough  to  express  ordinary  arithmetic, 
Godel  demonstrated  in  1931,  is  in- 
complete, some  simple  arithmetic 
proposition  lying  beyond  the  system's  reach.  In  a  result  only 
slightly  less  fantastic,  the  Polish  logician  Alfred  Tarski  demon- 
strated that  the  concept  of  truth  could  not  be  defined  within 
any  language  in  which  it  is  expressed.  For  that,  a  retreat  to  a 
richer  language  is  required.  That  language,  in  turn,  requires 
a  still  further  language  for  the  requisite  definition,  and  so 
upward  along  an  endless  progression,  the  complete  definition 
of  truth  beckoning  forever  and  forever  out  of  reach. 

Until  recently,  the  physical  sciences  have  seemed  immune 
to  the  retrograde  currents  so  conspicuous  elsewhere.  But  much 
against  their  will,  physicists  have  come  to  suspect  that  there  is 
a  three-way  tug,  a  kind  of  tension  between  materialism,  on  the 
one  hand,  and  the  idea  of  an  unutterably  complete  but 
superbly  simple  theory,  on  the  other. 

It  is  at  the  far  margins  of  speculation  that,  like  oil,  anxiety 
is  leaking  from  the  great  speculative  structures.  The  universe, 
so  current  theory  runs,  erupted  into  existence  in  an  explosion. 
One  minute  there  is  nothing,  the  next,  poof...  something 
arises  out  of  nothing,  as  space  and  time  come  into  existence 
and  the  universe  goes  on  with  the  business  of  getting  on. 

An  explosion?  An  explosion  in  what? 

Nothing. 

Nothing? 


The  concepts 
of  algorithm, 
information,  and 
symbol  lie  at  the 
humming  heart 
of  life.  How  they 
promote  themselves 
into  an  organism 
remains  a  mystery. 


That's  right.  Nada.  Just  as  there  is  no  point  north  of  the 
geomagnetic  North  Pole,  Stephen  Hawking  has  observed  with 
some  asperity,  so  there  is  no  time  prior  to  the  big  bang,  no 
space  within  which  the  big  bang  took  place. 

Thoughtful  men  and  women  have  from  time  immemorial 
scrupled  at  this  scenario;  theirs  is  an  ancient  argument.  Some- 
thing cannot  arise  from  nothing.  At  the  place  where  the  event 
occurs,  the  intellect  simply  goes  blank.  Explanations  rarely  help. 
"In  the  latest  version  of  string  theories,"  Steven  Weinberg 
writes,  "space  and  time  arise  as  derived  quantities,  which  do 
not  appear  in  the  fundamental  equations  of  the  theory." 

This  is  odd,  but  what  follows  is  odder  yet.  "In  these  theo- 
ries, space  and  time  have  only  an  approximate  significance; 
it  makes  no  sense  to  talk  about  any  time  closer  to  the  big  bang 
than  about  a  million  trillion  trillion  trillionth  of  a  second."  This 
lighthearted  remark  suggests  that  within  a  certain  interval  of 
time  it  makes  no  sense  to  talk  of  time  at  all.  The  effect  is  rather 
as  if  a  genial  host  were  loudly  to  assure 
a  guest  that  his  money  is  no  good  while 
simultaneously  endeavoring  to  take  it. 

Still  other  physicists  repose  their 
confidence  in  the  laws  of  physics,  at- 
tributing a  strange  mystic  power  to  the 
symbols  themselves.  Existing  in  the 
same  undiscoverable  realm  as  Plato's 
forms,  they  nonetheless  function,  those 
laws,  to  bring  the  world  into  existence. 
This  may  seem  an  exercise  in  meta- 
physics of  just  the  sort  that,  with  a 
fierce  wet  snort,  some  physicists  rou- 
tinely deride;  it  is  what  other  physicists 
commend.  The  origin  of  the  big  bang 
lies  with  the  laws  of  physics,  Paul 
Davies  insists,  and  "the  laws  of  physics 
don't  exist  in  space  and  time  at  all. 
They  describe  the  world,  they  are  not  'in'  it." 

The  image  of  the  fundamental  laws  of  physics  zestfully 
wrestling  with  the  void  to  bring  the  universe  into  being  is  one 
that  suggests  very  little  improvement  over  the  accounts  giv- 
en by  the  ancient  Norse  in  which  the  world  is  revealed  to  be 
balanced  on  the  back  of  a  gigantic  ox. 

If  this  is  how  explanations  come  to  an  end,  what  of  ma- 
terialism? The  laws  of  physics  are  sets  of  symbols,  after  all — 
these  now  vested  with  the  monstrous  power  to  bring  things 
and  urges  into  creation,  and  symbols  belong  to  the  intelli- 
gence-infused aspects  of  the  universe.  They  convey  infor- 
mation, they  carry  meaning,  they  are  part  of  the  human 
exchange.  And  yet,  it  was  to  have  been  intelligence  itself  (and 
thus  complexity)  that  the  laws  of  physics  were  to  explain, 
symbols  and  signs,  meanings  and  messages — all  accounted 
for  by  the  behavior  of  matter  in  one  of  its  modes. 

THE  INFERENTIAL  STAIRCASE 

Triage  is  a  term  of  battlefield  medicine.  That  shell  having 
exploded  in  the  latrine,  the  tough  but  caring  physician  divides 
the  victims  into  those  who  will  not  make  it,  those  who  will, 
and  those  who  might.  The  fundamental  laws  of  physics  were 
to  provide  a  scheme  of  things  at  once  materialistic,  ►756 
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J  54  M  complete,  and  sim- 
ple. By  now  we  know,  or 
at  least  suspect,  that  ma- 
terialism will  not  make  it.  And  not  simply  because  symbols 
have  been  given  a  say-so  in  the  generation  of  the  universe. 
Entre  nous  soit  dit,  physics  is  simply  riddled  with  nonmater- 
ial  entities:  functions,  forces,  fields,  abstract  objects  of  every 
stripe  and  kind,  waves  of  probability,  the  quantum  vacuum, 
entropy,  and  energies. 

There  remains  completeness  and  simplicity.  Completeness 
is,  of  course,  crucial,  for  without  completeness,  there  is  no 
compelling  answer  to  Paley's  question  at  all.  What  profit  would 
there  be  if  the  laws  of  physics  explained  the  complexity  of 
plate  tectonics,  but  not 
the  formation  of  the 
ribosomes?  Absent  com- 
pleteness, may  not  the 
universe  break  apart 
into  separate  kingdoms 
ruled  by  separate  gods, 
just  as,  rubbing  their 
oiled  and  braided  beards, 
the  ancient  priests  fore- 
told? It  is  a  vision  that  is 
at  issue,  in  part  meta- 
physical in  its  expres- 
sion, and  in  part  reli- 
gious in  its  impulse 
— the  fundamental  laws 
of  physics  functioning  in 
the  popular  imagination 
as  demiurges,  potent 
and  full  of  creative  pow- 
er. And  if  they  are  po- 
tent and  full  of  creative 
power,  they  had  better 
get  on  with  the  full  busi- 
ness of  creation,  leaving 
piecework  to  part-time 
workers. 

What  remains  to  be 
completed  for  this,  the 
most  dramatic  of  visions 
to  shine  forth  irrefrangibly,  is  the  construction  of  the  infer- 
ential staircase  leading  from  the  laws  of  physics  to  the  world 
that  lies  about  us,  corrupt,  partial,  fragmented,  messy,  asym- 
metrical, but  our  very  own,  beloved  and  irreplaceable. 

No  one  expects  the  laws  of  physics  by  themselves  to  be  con- 
trolling. "The  most  extreme  hope  for  science,"  Steven  Wein- 
berg admits,  "is  that  we  will  be  able  to  trace  the  explanations 
of  all  natural  phenomena  to  final  laws  and  historical  accidents." 
Why  not  give  historical  accidents  their  proper  name — chance. 
The  world  and  everything  in  it,  Weinberg  might  have  written, 
has  come  into  being  by  means  of  the  laws  of  physics  and  by 
means  of  chance. 

A  premonitory  chill  may  now  be  felt  sweeping  the  room. 
"We  cannot  see,"  Richard  Feynman  wrote  in  his  remarkable 
lectures  on  physics,  "whether  Schrodinger's  equation  [the 


fundamental  law  of  quantum  mechanics]  contains  frogs, 
musical  composers,  or  morality." 

Cannot  see?  These  are  ominous  words.  Without  the  seeing, 
there  is  no  secular  or  sacred  vision,  and  no  inferential  stair- 
case. Only  a  large,  damp,  unmortgaged  claim. 

And  a  claim,  moreover,  that  others  have  regarded  as  du- 
bious. "The- formation  within  geological  time  of  a  human 
body,"  Kurt  Godel  remarked  to  the  logician  Hao  Wang,  "by 
the  laws  of  physics  (or  any  other  laws  of  similar  nature),  start- 
ing from  a  random  distribution  of  elementary  particles  and 
the  field,  is  as  unlikely  as  the  separation  by  chance  of  the 
atmosphere  into  its  components." 

This  is  a  somewhat  enigmatic  statement.  Let  me  explain. 

When  Godel  spoke  of 
the  "field"  he  meant, 
no  doubt,  the  quantum 
field;  Schrodinger's  equa- 
tion is  in  charge.  And  by 
invoking  a  "random  dis- 
tribution of  elementary 
particles,"  Godel  meant 
to  confine  the  discussion 
to  typical  or  generic 
patterns — what  might 
reasonably  be  expected. 
Chance,  again. 

Under  the  double  ac- 
tion of  the  fundamental 
laws  and  chance,  Godel 
was  persuaded,  no  form 
of  complexity  could  rea- 
sonably be  expected  to 
arise.  This  is  not  an  ar- 
gument, of  course;  it 
functions  merely  as  a 
claim,  although  one 
made  with  the  authority 
of  Godel's  genius.  But  it 
is  a  claim  with  a  queer 
prophetic  power,  antici- 
pating, as  it  does,  a  very 
specific  contemporary 
argument. 

"The  complexity  of  living  bodies,"  Godel  observed,  "has  to 
be  present  either  in  the  material  [from  which  they  are  derived] 
or  in  the  laws  [governing  their  formation]."  In  this,  Godel  was 
simply  echoing  Paley.  Complexity  must  come  from  some- 
where; it  requires  an  explanation. 

And  here  is  the  artful,  the  hidden  and  subversive  point.  The 
laws  of  physics  are  simple  in  that  they  are  short;  they  function, 
they  can  only  function,  to  abbreviate  or  compress  things  that 
display  pattern  or  that  are  rich  in  symmetry.  They  gain  no 
purchase  in  compressing  strings  that  are  at  once  long  and 
complex — strings  of  random  numbers,  for  example,  the  very 
record  in  the  universe  of  chance  itself.  But  the  nucleic  acids  and 
the  proteins  are  precisely  such  strings.  We  have  no  idea  how 
they  arose;  filled  with  disturbing  manic  energy,  they  seem  de- 
void of  pattern.  They  are  what  they  are.  Their  appearance  ►  158 
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756^  by  means  of  chance 
is  impossible;  their  gener- 
ation from  the  simple  laws 
of  physics  ruled  out  of  court  simply  because  the  simple  laws  of 
physics  are  indeed  simple. 

Godel  wrote  well  before  the  structure  of  the  genetic  code 
was  completely  understood,  but  time  has  been  his  faithful 
friend  (in  this  as  in  so  much  else).  The  utter  complexity  of  the 
informational  macromolecules  is  now  a  given.  Using  very  sim- 
ple counting  arguments,  Hubert  Yockey  has  concluded  that 
an  ancient  protein  such  as  "cytochrome  c"  could  be  expect- 
ed to  arise  by  chance  only  once  in  1044  trials.  The  image  of 
an  indefatigable  but  hopelessly  muddled  universe  trying 
throughout  all  eternity  to  create  a  single  biological  molecule 
is  very  sobering.  It  is  this  image  that,  no  doubt,  accounted  for 
Francis  Crick's  suggestion  that  life  did  not  originate  on  earth 
at  all,  but  was  sent  here  from  outer  space,  a  wonderful  example 
of  an  intellectual  operation  known 
generally  as  fog  displacement. 

It  would  seem  that  in  order  to  pre- 
serve the  inferential  staircase  some 
compromises  in  the  simplicity  of  the 
laws  of  nature  might  be  in  prospect. 
Luck  cannot  do  quite  what  luck  was 
supposed  to  do.  Roger  Penrose  has  ar- 
gued on  thermodynamic  grounds  that 
the  universe  began  in  a  highly  unusu- 
al state,  one  in  which  entropy  was  low 
and  organization  high.  Things  have 
been  running  down  ever  since,  a 
proposition  for  which  each  of  us  has 
overwhelming  evidence.  This  again  is 
to  explain  the  appearance  of  com- 
plexity on  the  world's  great  stage  by 
means  of  an  intellectual  shuffle,  the  ar- 
gument essentially  coming  to  the  claim  that  no  explanation 
is  required  if  only  because  the  complexity  in  things  was  there 
all  along. 

It  is  better  to  say  frankly — it  is  intellectually  more  honest — 
that  either  simplicity  or  the  inferential  staircase  must  go.  If 
simplicity  is  to  join  materialism  in  Valhalla,  how,  then,  have 
the  laws  of  physics  provided  an  ultimate  answer  for  Paley's 
question? 

MASTER  AND  MASTERED 

Although  physicists  are  quite  sure  that  quantum  mechan- 
ics provides  a  complete  explanation  for  the  nature  of  the 
chemical  bond  (and  so  for  all  of  chemistry),  they  are  sure  of 
a  great  many  things  that  may  not  be  so,  and  they  have  pro- 
vided the  requisite  calculations  only  for  the  hydrogen  and 
helium  atoms.  Quantum  mechanics  was,  of  course,  created 
before  the  advent  of  the  computer.  It  is  a  superbly  linear 
theory;  its  equations  admit  of  exact  solution.  But  beyond  the 
simplest  of  systems,  a  computational  wilderness  arises — man- 
grove trees,  steaming  swamps,  some  horrid  thing  shambling 
through  the  undergrowth,  eager  to  engage  the  physicists  (and 
the  rest  of  us)  in  conversation. 
Hey,  fellas,  wait! 


The  image  of  the 
fundamental  laws 
of  physics  zestfully 
wrestling  with  the 
void  to  bring  the 
universe  into  being 
is  one  that  suggests 
little  improvement 
over  Norse  tales. 


The  fundamental  laws  of  physics  are  in  control  of  the  fun- 
damental physical  objects,  giving  instructions  to  the  quarks 
and  bossing  around  the  gluons.  The  mathematician  yet  rules 
the  elementary  quantum  world.  But  beyond  their  natural 
domain,  the  influence  of  the  fundamental  laws  is  transmitted 
only  by  interpretation. 

As  complex  systems  of  particles  are  studied,  equations  must 
be  introduced  for  each  particle,  the  equations,  together  with 
their  fearful  interactions,  settled  and  then  solved.  There  is  no 
hope  of  doing  this  analytically;  the  difficulties  tend  to 
accumulate  exponentially.  Very  powerful  computers  are  re- 
quired. Between  the  music  of  Mozart  and  the  fundamental  laws 
of  physics,  the  triple  concepts  of  algorithm,  information,  and 
symbol  hold  sway.  The  content  of  the  fundamental  laws  of 
physics  is  relative — it  must  be  relative — to  the  computational 
systems  needed  to  interpret  them. 

There  is  a  world  of  difference  between  the  character  of 
the  fundamental  laws,  on  the  one  hand, 
and  the  nature  of  the  computations  re- 
quired to  breathe  life  into  them,  on  the 
other.  The  statement  that  a  group  of 
rabbits  is  roughly  doubling  its  size  sug- 
gests to  a  mathematician  an  underly- 
ing law  of  growth.  The  rabbits  are  re- 
producing themselves  exponentially. 
The  law  provides  a  general  description 
of  how  the  rabbits  are  increasing,  one 
good  for  all  time.  It  is  an  analytical 
statement;  it  strikes  to  the  heart  of 
things  by  accounting  for  what  the  rab- 
bits are  doing  by  means  of  a  precise 
mathematical  function. 

Observing  those  same  rabbits  over 
a  certain  period  of  time,  the  computer 
tracks  their  growth  in  a  finite  number 
of  steps:  There  are  two  rabbits  to  begin  with,  and  then  four 
and  then  eight,  and  so  upward  to  sixty-four,  when  this  imag- 
inary exercise  ceases  on  my  say-so.  The  finite  collection  of 
numbers  is  a  simulation,  one  in  which  the  underlying  reality 
is  suggested,  but  never  fully  described. 

Law  and  simulation  have  very  different  natures,  very  dif- 
ferent properties.  The  law  is  infinite,  describing  the  increase 
in  rabbits  to  the  very  end  of  time,  and  the  law,  moreover,  is 
continuous,  and  so  a  part  of  the  great  tradition  of  mathe- 
matical description  that  is  tied  ultimately  to  the  calculus. 

The  simulation  is  neither  infinite  nor  continuous,  but  finite 
and  discrete.  It  provides  no  deep  mathematical  function  to 
explain  anything  in  nature.  It  specifies  only  a  series  of  num- 
bers, the  conversion  of  those  numbers  into  a  pattern  a  matter 
for  the  mathematician  to  decide. 

If  the  law  describes  the  hidden  heart  of  things,  the  simu- 
lation provides  only  a  series  of  stylized  snapshots,  akin  really 
to  the  succession  of  old-fashioned  stills  that  New  York  tabloids 
used  to  feature:  the  woman,  her  skirt  askew,  falling  from  the 
sixth-floor  window,  then  passing  the  third  floor,  a  look  of 
alarm  on  her  disorganized  features,  finally  landing  on  the  hood 
of  an  automobile,  woman  and  hood  both  crumpled.  The  lack 
of  continuity  in  either  scheme  makes  any  interpolation  ►  160 
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158  between  shots  or 
simulation  a  calculated 
conjecture.  The  snapshots, 
it  is  worthwhile  to  recall,  provide  no  evidence  that  the  woman 
was  falling  down,  but  we  see  the  pictures  and  we  neglect  the 
contribution  we  make  to  their  interpretation. 

Computational  schemes  figure  in  any  description  of  the 
inferential  staircase;  the  triple  concepts  of  algorithm,  infor- 
mation, and  symbol  have  made  yet  another  appearance.  They 
are  like  the  sun,  which  comes  up  anew  each  day.  And  they  serve 
to  sound  a  relentlessly  human  voice.  The  expectation  among 
physicists,  of  course,  is  that  these  concepts  play  merely  an  an- 
cillary role,  the  inferential  staircase  under  construction  essen- 
tially by  means  of  the  fun- 
damental laws  of  physics. 
But  the  question  of  who  is 
to  be  the  master  and  who 
the  mastered  in  this  busi- 
ness is  anything  but  clear. 

To  the  extent  that  the 
fundamental  laws  of  physics 
function  as  premises  to  a 
grand  metaphysical  argu- 
ment, one  in  which  the 
universe  is  to  appear  as 
its  empyrean  conclusion, 
the  triple  concepts — algo- 
rithm, information,  sym- 
bol— function  as  addition- 
al premises.  Without  those 
premises,  the  laws  of 
physics  would  sit  simply  in 
the  shedding  sun,  mute, 
inglorious,  and  unrevealing. 

A  third  revision  of 
Steven  Weinberg's  memo- 
rable affirmation  is  now  in 
prospect:  The  best  that  can 
be  expected,  the  most  ex- 
treme hope  for  science,  is 
an  explanation  of  all  natur- 
al phenomena  on  the  basis 
of  the  fundamental  laws  of  physics,  and  chance,  and  a  congeries 
of  computational  schemes,  algorithms,  specialized  program- 
ming languages,  techniques  for  numerical  integration,  huge 
canned  programs  (such  as  Mathematica  or  Maple),  computer 
graphics,  interpolation  methods,  computer-theoretic  shortcuts, 
and  the  best  efforts  by  mathematicians  and  physicists  to  con- 
vert the  data  of  simulation  into  coherent  patterns,  artfully  re- 
vealing symmetries  and  continuous  narratives. 

A  certain  sense  of  radiant  simplicity  may  now  be  observed 
dimming  itself.  The  greater  the  contribution  of  the  triple  con- 
cepts, the  less  compelling  the  vision  of  an  inferential  staircase. 
Matters  stand  on  a  destructive  dilemma.  Without  the  triple 
concepts,  the  fundamental  laws  of  physics  are  incomplete,  but 
with  the  triple  concepts  in  place,  they  are  no  longer  simple. 
The  inferential  staircase  was  to  have  led  from  the  laws  of 
physics  to  that  sense  of  intelligence  by  which  complexity  is 


explained;  if  intelligence  is  required  to  construct  the  very  stairs 
themselves,  why  bother  climbing  them?  The  profoundly  simple 
statements  that  were  to  have  redeemed  the  world  must  do  their 
redeeming  by  means  of  the  very  concepts  that  they  were 
intended  to  redeem. 

THE  GATE  OF  TIME 

There  should  be  in  this  no  cause  for  lamentation;  the 
destabilizing  relationship  between  the  technology  of  informa- 
tion and  the  fundamental  laws  of  physics  represents  a  form  of 
progress,  an  improvement  in  our  understanding.  We  have  al- 
ways suspected,  and  now  we  know,  that  while  there  are  things 
that  are  simple  and  things  that  are  complex  in  nature,  the  rich 

variety  of  things  is  not  de- 
rived from  anything  simple, 
or  if  derived  from  some- 
thing simple,  not  derived 
from  them  completely. 

Complexity  may  be 
transferred;  it  may  be  shifted 
from  theories  to  facts  and 
back  again  to  theories.  It 
may  be  localized  in  com- 
puter derivations,  the  fun- 
damental laws  kept  simple, 
or  it  may  be  expressed  in  a 
variety  of  principles  and 
laws  at  the  expense  of  the 
idea  of  completeness.  But 
ultimately,  things  are  as  they 
are  for  no  better  reason  than 
they  are  what  they  are.  We 
cannot  know  more  without 
making  further  assump- 
tions, those  assumptions  like 
a  dog's  maddening  tail — in 
front  of  our  nose,  but  for- 
ever out  of  reach. 

What  is  curious,  because 
it  seems  to  have  been  some- 
thing that  we  expected  all 
along,  is  that  it  does  not 
seem  to  matter.  It  does  not  matter  at  all ... 

...  They  have  gathered  by  the  gate  of  time,  the  quick  and  the 
dead  and  those  eager  to  he  born;  some  come  to  remember, 
others  to  forget.  A  cool  gray  fog  is  blowing.  The  spidery  hands  of 
the  great  clock  measuring  millennia  instead  of  minutes  are  crawl- 
ing toward  midnight.  Techno-wizards  with  pale  green  eyes  have 
thronged  the  lounge  of  paradise.  Elvis  is  there,  singing  in  a  sulky 
baritone.  Everything  has  been  forgiven,  but  nothing  has  been 
forgotten.  The  Ancients  tell  stories  of  why  time  began  and  how 
space  was  curved.  There  is  the  sound  of  chimes,  the  smell  of  in- 
cense. A  woman  with  flaming  cheeks  remarks  in  a  calm,  clear 
voice  that  she  has  been  kidnapped  by  space  aliens.  They  have 
probed  her  every  orifice  with  lights  that  burn  like  fire.  ■ 

David  Berlitiski  has  become  the  most  controversial  challenger  to  the  dogma  of 
modern  science  in  our  time.  A  poet  and  novelist,  he  is  best  known  for  his  book 
A  Tour  of  the  Calculus. 
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"Silicon  Graphics 
chose  and  implemented 
Oracle  Applications 
in  just  15  months." 

Ed  McCracken,  Chairman  and  Chief  Executive  Officer 
Silicon  Graphics,  Inc. 


pver    the    last    decade    Silicon  Graphics, 
he  leading  manufacturer  of  high-performance 
isual  and  enterprise  computing  systems, 
las  been  one  of  the  fastest  grow- 
ng  companies  in  the  world, 
rhey  needed  new  busi- 
less  applications  with 
he  flexibility,  scal- 
ibility  and  technical 
.rchitecture  to  support 
heir  phenomenal  growth, 
iilicon  Graphics  chose  and 
mplemented  Oracle  Applications  on 
iGI's  high-performance  CHALLENGE  server  in 
ust  1  5  months. 
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Oracle  Applications  are  the  only  applications  designed 
for  rapid  business  change  and  built  on  Oracle's 
integrated  stack  of  database,  tools,  workflow,  data 
warehousing  and  Web  technologies. 

Oracle  Applications  automate  your 
entire  enterprise  with  over  30 
integrated  software  modules 
for  finance,  supply  chain 
management,  manufac- 
turing, projects,  human  re- 
sources and  market  management. 
Do  your  business  applications 
enable  rapid  growth?  If  not,  call  Oracle 
at  1-800-633-1058,  ext.  10349  today.  Or  find  us  on 
the  Web  at  http://www.oracle.com/applications 
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All  other  company  and  product  names  are  trademarks  of  their  respective  owners. 


Carnaval 

35mm  Camera 
Rio  de  Janeiro,  Brazil 


Bosnian  Rescue  Mission 

Emergency  Radio 
Western  Bosnia 


Five-Pound  Trout 

Electronic  Fish  Finder 
Lake  Victoria,  Kenya 


First  Date 

Cellular  Phone 
Nice,  France 


Outdoor  Rock  Festival 

Electronic  Keyboard 
Saugerties,  New  York 


Undergrad  Chemistry  Paper 

Desktop  Computer 
Cambridge,  England 


POWERED  BY 
MOTOROLA 


Who  says  you  cant  be  everywhere  at  once. 

Pre-dawn  rescue  missions.  Late-night  supermarket  trips.  Nervous  first  dates.  Wherever  there's  an  adventure 
experienced,  project  to  be  tackled,  or  a  memory  to  be  made  and  captured,  Motorola  semiconductors  are  th 
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Midnight  Snack  Run 

Bar  Code  Scanner 
Sydney,  Australia 


Amazon  Basin  Research  Junket 

Handheld  Navigational  System 
La  Pedrera,  Colombia 


Sci-Fi  Movie  Marathon 

TV  Remote  Control 
Ontario,  Canada 


tly  powering  the  products  people  use  every  minute  of  every  day,  in  every  country  on  the  planet.  In  fact,  Motorola  chips  are  hringing 
ons  of  products  to  life  where  you  least  expect  it:  Everywhere.  For  more  information,  visit  http://www.mot.com/SPS. 
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BILL 

A  VIEW  FROM  OLYMPUS 

GATES 


Few  stories  get  closer  to  the  heart  of  explaining  life 
in  all  of  its  Schumpeterian  dramas  and  upheavals  at  the 
end  of  the  twentieth  century  than  the  rise  of  Bill  Gates. 
Remember:  Gates  is  only  forty-one  years  old.  His  com- 
pany, Microsoft,  is  only  twenty-one.  Microsoft  went 
public  only  ten  years  ago.  It  now  is  worth  some  $80  billion  in 
the  stock  market,  and  Gates  owns  23  percent  of  it.  By  simple 
math  one  arrives  at  the  unfathomable  figure  of  $18  billion 
(eighteen  thousand  million),  the  net  worth  of  Gates.  The  high- 
est net  worth  of  any  one  person  in  the  world. 

And  what  does  Gates  sell?  He  sells  code.  The  code  Gates 
sells  is  imprinted  onto  plastic  magnetic  disks,  worth  about  50 
cents  each,  or  CD-ROMs,  worth  a  little  more.  When  you  spend 
$299  for  Office  97,  less  than  five  bucks  of  your  money  goes  to 
the  physical  thing  that  contains  the  code.  All  the  rest  goes  to 
the  code,  and,  in  Microsoft's  case,  the  brand  name  and 
marketing  clout  behind  the  code.  All  of  it,  or  nearly  all,  is 
intangible  stuff.  Pure  information.  A  man  sells  code  and  gets 
to  be  the  richest  man  on  Earth,  starting  from  scratch,  in  twen- 
ty-one years.  What  a  country!  What  an  epoch!  And  for  Gates, 
what  a  track  record. 

Given  his  track  record,  it  would  be  unthinkable  to  leave 
Gates  out  of  any  discussion  of  the  big  issues  of  the  digital 
revolution.  We  didn't,  and  here  he  is  in  his  own  words: 

THE  DECLINE  OF  MIDDLEMEN 

The  key  mechanism  of  capitalism  is  matching  buyers  and 
sellers.  Who  has  something  that  you  are  interested  in?  What 
is  the  quality,  the  price?  Are  any  others  bidding  on  it?  This 
is  information.  More  and  more,  information  about  goods  and 
services,  buyers  and  sellers,  will  migrate  to  the  network.  Once 
that  happens,  then  the  people  who  have  been  profiting  as  mid- 
dlemen passing  that  information  along — well,  their  world 
becomes  very  different.  Buyers  and  sellers  will  go  direct.  It 
doesn't  take  a  genius  to  figure  out  that  the  percentage  of  mid- 
dlemen will  go  down  quite  a  bit. 

THE  RISE  OF  MICROMARKETS 

Today  if  you  want  to  send  information  to  one  person, 
you  send  an  email  or  call  them  up.  To  send  to  a  million  or 
more  people,  you  create  a  TV  show  or  a  newspaper.  But  try 
reaching  a  few  thousand  people — that's  a  problem.  The  eco- 
nomics are  sticky.  The  cost  of  locating  people  who  might  be 
interested  in  your  content  and  reaching  them  through 
distribution  channels  favors  scale.  But  once  you  are  in  the 


electronic  world,  that  distribution  bottleneck  goes  away.  In  the 
future  you'll  see  lots  of  content  that  is  aimed  at  a  few  thousand 
people.  Media  distribution  channels  will  be  radically  redefined. 

WILDLY  DISRUPTIVE  TO  YOUR  BUSINESS  MODEL 

Every  business  has  to  think  about  how  it  adds  value  to  the 
supply  chain.  With  electronic  networks  and  the  decline  of 
middlemen,  the  key  is  figuring  out  your  new  role.  The  peo- 
ple who  should  be  thinking  about  this  the  most  are  retailers. 
That's  an  area  where  electronic  networks  could  be  wildly 
disruptive,  and  nobody  really  knows  the  answer. 

At  a  kiosk  in  a  small  storefront,  you  should  be  able  to  order 
clothes  custom-made,  and  you  should  be  able  to  examine  a 
wide  selection  and  even  see  what  you  would  look  like  in  [an 
outfit],  with  the  right  sort  of  digital  database  available  for  that. 

Book  buying  on  the  Web  is  going  at  a  pretty  good  rate. 
This  is  significant.  I  like  to  buy  videos,  older  videos,  obscure 
videos — and  that's  very  difficult  to  do  right  now.  I'd  love  to 
have  somebody  set  up  in  doing  that.  There  are  many  types  of 
merchandise  where  breadth  and  choice  matter  a  lot. 

HOW  TO  PLAY  THE  FUTURE 

Computers  evolve  at  the  pace  of  Moore's  Law.  Digging 
ditches  doesn't.  There  are  some  things  here  that  take  time. 
Fiber  doesn't  just  grow  toward  the  home.  So  to  make  intelli- 
gent bets  on  the  future,  you  have  to  understand  what  will  be 
going  on  in  the  next  ten  years.  Most  people  overestimate  what 
is  going  to  happen  in  the  next  two  or  three  years  and  under- 
estimate what  is  going  to  happen  in  the  next  decade.  Take 
high-speed  communications.  Once  you  get  the  infrastructure 
in  place,  then  people  will  expect  everything  to  work  that  way. 
Once  I  tell  my  lawyer  he's  got  to  work  that  way,  then  he  con- 
verts and  he  starts  working  that  way,  and  it  just  sort  of  pulls 
everybody  in  because  everybody  interrelates  to  everyone  else. 
With  that  kind  of  phenomena,  things  can  be  very  dramatic. 
But  not  in  two  or  three  years.  The  work  of  conditioning  twisted 
pairs  to  run  ADSL,  the  cost  of  upgrading  the  cable  infra- 
structure to  carry  two-way  data,  the  time  waiting  for  regulatory 
things  to  clear — this  doesn't  happen  in  two  or  three  years. 

BUT  IN  TEN  YEARS? 

In  ten  years  it  gets  wild.  Three  groups  of  things  interest 
me.  One  is  the  very  predictable  result  Moore's  Law  has  on 
computer  capability.  PC  power  in  absolute  terms  gets  so  large 
that  your  ability  to  do  rich  things — like  keeping  your  ►  166 
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165  4  entire  personal  photo  collection 
on  your  PC — will  be  a  piece  of  cake. 
That's  very  predictable,  and  still  it's  a  very 
cool  thing.  That's  an  application  people  would  be  interested  in. 

Then  there  are  breakthrough  things  that  are  certain  to  come 
between  now  and  2006.  Extremely  cheap  flat-panel  display.... 
On  the  surface  of  my  desk  and  on  a  lot  of  my  walls,  I'll  have 
displays  with  project  status,  sales  data — all  there.  I'll  just  walk 
up  and  touch  it  and  instantly  dive  in  and  see  different  views  of 
information.  That  will  be  pervasive.  Input  will  be  done  with 
pointing  devices  or  by  talking  to  the  computer.  The  comput- 
er will  be  talking  to  us,  and  it 
will  see.  It  will  see  when  we 
walk  into  a  room. 

SURELY  YOU'RE 
JOKING,  MR. GATES 

People  have  been  saying 
I'm  too  optimistic.  These  are 
things  that  I'm  investing  in 
doing.  I  have  lots  of  people 
working  on  all  of  these 
things.  When  the  computer 
can  see  you,  recognize  you, 
respond  to  your  speech  and 
gestures  and  things  like  that, 
then  it  becomes  much  more 
pervasive  in  how  it  fits  into 
your  environment  and  how 
you  can  use  it  as  an  infor- 
mation tool.  People  just 
grossly  underestimate  this. 

Screens  will  have  much 
better  resolution  than  they 
do  today.  Sometimes  you 
want  to  work  on  a  screen 
close  up  and  sometimes  on 
a  screen  faraway.  You'll  have 
multiple  computers  and 
screens  connected  through 
wired  or  wireless  infrastructure.  With  wall-size  screens  and 
lots  of  bandwidth,  you  can  say,  "Hey,  I  want  to  see  that  cam- 
era on  the  roof  at  that  Club  Med  near  Puerto  Vallarta!  I  want 
to  see  what  it's  like  down  there  on  the  beach  right  now!" 

COMPUTER  HAVES  AND  HAVE-NOTS 

This  is  a  serious  issue.  If  this  tool  is  as  great  as  we  think  it 
is,  you  want  it  to  be  broadly  available.  We  once  had  a  prob- 
lem like  that  with  books,  but  over  a  period  of  literally  decades, 
society  adopted  the  notion  that  everybody  should  have  access 
to  books.  Lots  of  local  money  was  raised  for  libraries.  Lots 
of  philanthropists,  most  notably  Carnegie,  got  involved  to 
make  sure  that  happened.  Today  nobody  can  really  say  to  you, 
"Geez,  I  was  screwed  because  I  didn't  have  any  books."  You 
would  say  to  him,  "Hey,  go  to  the  public  library.  They've  got 
more  than  I've  got  in  my  house — even  my  house!" 

Maybe  in  1900  it  was  cool  to  go  to  the  library.  Today  it's 
not.  But  if  you  can  get  public  terminals  in  there,  and  get  kids 


in  there  talking  about  how  they  use  it  and  the  cool  things  they 
find,  then  you  would  increase  availability.  Maybe  kids  of  a  cer- 
tain age  or  people  of  a  certain  income  should  get  to  access  in- 
tellectual property  royalty  free  or  royalty  reduced.  Why  not? 
There  is  no  marginal  cost. 

IQ  LEVEL  SHOULDN'T  MAKE  A  DIFFERENCE 

I  don't  think  of  IQ  as  a  static  thing.  Sure,  at  any  point  m 
time  that's  the  case  [that  people  of  less  than  average  intelli- 
gence are  shut  out],  but  I'll  bet  if  you  took  a  group  that  test- 
ed average,  and  you  gave  them  access  to  tools  like  these  over 

a  period  of  years,  they  would 
test  above  average.  The  tools 
accelerate  people's  intellec- 
tual progress.  It's  like  saying 
before  libraries  everybody 
had  an  average  IQ  of  100  and 
after  libraries  everybody  had 
an  average  IQ  of  100.  Who 
could  dispute  that  life  is  rich- 
er today  when  you  can  go 
and  read  Charles  Dickens 
and  you  can  go  and  read  bi- 
ographies of  people  whom 
you  can  relate  to  and  who  are 
inspiring  to  you.  That's  bet- 
ter than  being  a  field  hand 
who  never  learned  how  to 
read.  I  think  the  world  is  pro- 
gressing and  resources  are 
becoming  more  abundant. 
Julian  Simon  is  right  and 
Paul  Ehrlich  is  wrong.  I'd 
rather  go  into  a  grocery  store 
today  than  to  a  king's  ban- 
quet a  hundred  years  ago. 

IS  THE  NET  A  FORCE 
FOR  MORAL  GOOD? 

The  morality  thing  is  a 
little  confusing  to  me.  It's  a  very  broad  term.  We  have  some- 
body like  Lee  Kuan  Yew  [architect  of  modern  Singapore]  who 
has  created  a  society  basically  without  drug  use  and  with  ex- 
tremely low  levels  of  crime,  and  you  compare  that  to  the  U.S. 
His  choice  of  how  he  creates  community  values — a  form  of 
semiauthoritarianism — is  something  that  most  people  in  the 
U.S.  would  disagree  with.  A  Singaporean  would  look  at  the 
U.S.  and  say,  Americans  love  the  guns,  they  love  the  crime, 
they  love  the  disparity  in  income  levels.  I  think  you're  going 
to  get  disagreements  about  even  what  is  good. 

The  U.S.  is  the  place  where  the  Internet  is  happening.  Let's 
say  it  makes  the  whole  world  like  the  U.S.  Some  people  would 
say  that's  good.  Some  people  would  say  that's  bad.  The  moral- 
ity thing  is  way  too  judgmental.  It's  a  tool  of  communication. 
It's  a  tool  for  people  to  achieve  more  of  their  potential.  ■ 

William  H.  Gates  III  is  the  CEO  and  chairman  of  Microsoft.  In  1975  he  dropped 
out  of  Harvard  to  write  software  for  a  kit  computer,  the  Altair  8800,  along  with 
Seattle  friend  Paul  Allen.  Microsoft  went  public  in  1986.  Market  value:  $525  million. 
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Merrill  Lynch 

on  shaping  the  future, 
not  just  observing  it. 


The  future  is  unfolding  every  day.  It's  apparent 
in  Europe,  where  corporations  are  restructuring 
to  compete  more  aggressively  in  the  global  environ- 
ment. And  in  the  dawn  of  South  Africa's  new  political 
and  economic  era.  Merrill  Lynch  does  more  than  just 
watch  these  and  other  powerful  forces  of  change 
throughout  the  world.  We  help  people  everywhere 
understand  the  impact  of  these  forces  on  their  lives. 
Insights  that  help  countries,  companies  and 
individuals  shape  better  futures  make  the  difference. 

The  difference  is  Merrill  Lynch. 


1996  Merrill  Lynch  &  Co.,  Inc. 


Merrill  Lynch 

A  tradition  of  trust. 


The  biggest  names  in  cellular  telephones  rely 
on  our  components  because  of  our  reputation 
for  getting  system  solutions  right  the  first  time, 
every  time.  Of  course,  the  fact  that  we  offer 
innovative  RF  solutions  and  full-speed  DSPs 
with  on-chip  flash  memory  doesn't  hurt,  either. 
And  we  can  play  in  any  wireless  standard  in  the 
world  -  from  GSM  and  PDC  to  CDMA  and  TDMA. 

We're  the  new  Microelectronics  Group  at 
Lucent  Technologies  (the  company  you  used  to 
know  as  AT&T  Microelectronics).To  find  out  how 
we  can  help  you  rise  above  and  beyond  your 
competition  in  the  high-stakes  world  of  high  tech, 
call  1-800-372-2447  (Ext.  942). 
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Photo  Quality 


Color  and  detail  so  accurate  your 
output's  always  picture  perfect. 


The  future  is  looking  bright.  Brilliant,  actually,  with  the  EPSON  Stylus 
Color  500  ink  jet  printer.  Imagine.  720  x  720  dp 
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ASK  FOR  OPERATOR  3100 
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for  true  Photo  Quality  color.  Laser-quality  black  text.  Dazzling  color 
printing  at  fast  print  speeds  on  virtually  any  paper.  And  simple 
start-up  with  our  Easy  Setup  software.  With  our  free  award-winning 

version  Adobe  and  Sierra  software),  you  can  create  striking  presentations  and  reports  for  work.  Or 
birthday  cards  and  banners  for  fun.  All  with  a  two-year  warranty  for  just  $289  (not  bad,  since  the 
Color  Pak's  worth  up  to  $299  alone).  Visit  us  at  http://www.epson.com  for  even  more  reasons  why 
the  EPSON  Stylus..  Color  500  is  truly  ahead  of  the  competition.  And  ahead  of  its  time. 
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Since  the  invention  of  the  integrated  circuit  in  1961, 
the  number  of  transistors  contained  in  a  single  chip 
has  increased  one  millionfold.  This  incredible  feat  was 
I  accomplished  by  reducing  the  area  occupied  by  a  tran- 
sistor by  a  factor  of  ten  thousand  and  by  increasing  the 
chip  area  by  a  factor  of  one  hundred.  During  the  same  period 
of  time,  both  the  power  dissipation  per  gate  and  operating 
speed  have  substantially  im- 
proved. An  electronic  func- 
tion that  in  1961  required 
a  hundred  state-of-the- 
art  chips  could  be  cram- 
med into  a  single  chip  by 
1971.  Ten  years  later,  close 
to  another  factor  of  a  hun- 
dred was  achieved,  and  so 
on  exponentially  to  the  pre- 
sent day.  It  was  this  generic 
and  unrelenting  progress 
that  made  possible  the  cre- 
ation of  the  first  micropro- 
cessor and  its  rapid  evolu- 
tion, and  also  created  much 
of  contemporary  microelec- 
tronics. 

This  exponential  growth 
is  still  going  on,  although  it 
has  slowed  down  a  bit.  Today 
we  can  produce  micropro- 
cessors with  approximately 
ten  million  transistors;  in 
twelve  years  we  will  be  able 
to  make  them  with  one  bil- 
lion transistors. 

How  far  can  we  keep  on 
going  like  this?  Certainly  we  cannot  continue  indefinitely: 
Sooner  or  later  the  atomic  nature  of  matter  will  put  a  limit  on 
scaling.  To  the  best  of  our  knowledge,  it  will  be  hard  to  go 
to  critical  dimensions  much  below  ten  billionths  of  a  meter 
(10  nanometers).  This  dimension  is  equal  to  the  diameter  of 
a  large  protein  molecule  and  is  a  factor  of  thirty-five  times 
smaller  than  today's  critical  dimensions  in  volume  manufac- 
turing (350  nanometers). 

This  size  reduction  means  that  the  transistor  area  can  be 
reduced  by  another  factor  of  a  thousand  before  reaching 


III 


fundamental  physical  limitations.  An  additional  factor  of  a 
thousand  can  be  achieved  by  increasing  the  chip  area  and 
by  layering  multiple  chips  one  on  top  of  another — up  to  a  few 
hundred  chips  are  possible — to  create  a  "cubelet"  of  silicon. 

Therefore  we  can  increase  the  circuit  complexity  by  at  least 
another  factor  of  one  million  before  the  silicon-based  semi- 
conductor technology,  as  we  know  it  today,  runs  out  of  steam. 

This  means  that  the  practi- 
cal limit  of  complexity  will 
be  reached  about  fifty  years 
from  now  by  a  chip,  actually 
a  cubelet,  integrating  up  to 
10  trillion  (10,000  billion) 
transistors. 

That's  the  straightforward 
technical  analysis.  But  there 
is  a  philosophical  dimension 
as  well.  What  are  we  going  to 
do  with  chips  containing  bil- 
lions of  transistors,  never 
mind  trillions? 

There  are  two  distinct  di- 
rections that  can  use  this 
awesome  technological  ca- 
pability. The  first  one  is 
evolutionary:  incremental, 
predictable  improvements  of 
the  technology  we  have  to- 
day, such  as  integrating 
more  of  the  entire  system 
electronics  onto  a  single  chip, 
providing  more  memory, 
faster  processors,  more  pow- 
erful instructions,  and  so  on. 
That  will  be  impressive 
enough.  But  the  second  direction  is  even  more  compelling: 
toward  revolutionary  and  highly  unpredictable  new  tech- 
nologies. This  second  path  is  the  one  that  may  dramatically 
transform  the  future  of  electronics,  commerce,  and  society  in 
the  years  to  come. 

Two  features  of  this  revolutionary  future  that  I  see  appear- 
ing in  microprocessors  are  higher  parallelism  and  reconfig- 
urability.  Parallelism  means  that  the  workload  is  divided  among 
more  than  one  processor,  achieving  a  speed  increase  propor- 
tional to  the  number  of  processors  available,  as  long  ^205 
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SCIENCE      &     TECHNOLOG  Y 

NICHOLAS 

BEEN  DIGITAL-WHAT'S  THE  NEXT  BIG  THING? 

NEGROPONTE 


Comparing  the  future  with  the  past  is  a  relatively 
'  simple  way  to  understand  what  will  happen  next 
in  the  digital  world.  People  quickly  grasp  the  fact  that 
,  a  book,  newspaper,  or  magazine  (like  this  one)  is 
made  up  of  bits — bits  that  then  become  ink,  squeezed 
onto  dead  trees,  and  shipped  around  the  planet.  Forbes  ASAP 
alone  sends  more  than  230  tons  of  paper  to  more  than  three- 
quarters  of  a  million  places  for  each  issue.  The  embodiment 
of  bits  in  paper  pulp  occurs  because  today  paper  is  still  a 
better  display  medium  and,  therefore,  offers  a  better  human 
interface  than  any  computer.  But  that  will  change.  We  won't 
be  the  Atoms  Family  forever.  The  pattern  of  digital  life  will 
keep  surprising  us,  as  it  already  has  with  phenomena  like 
disintermediation,  consumer  cartels,  and  electronic  word 
of  mouth. 

So,  what  is  the  next  Big  Thing?  What  atoms  will  be  turned 
into  bits  and  really  change  the  world?  For  me  the  answer  is 
simple:  cash.  What  we  know  today  as  coins  and  paper  cur- 
rency will  become  bits.  I  don't  mean  credit  or  debit  cards  or 
accounting  systems  of  that  kind.  I  mean  stored  value,  bits 
on  your  hard  disk  or  in  your  electronic  wallet.  They  won't 
have  the  look  and  feel  of  money — not  as  we  now  know  it — 
but  will  have  all  of  its  nonphysical  properties  and  more. 
Anonymity,  universality,  and  the  capacity  for  small  payments 
are  just  a  few  benefits.  Cash  is  only  a  small  part  of  our  mon- 
etary system  today,  but  reflect,  for  a  moment,  on  a  world 
where  government  doesn't  print  money,  others  do.  Take  the 
balance  of  trade,  which  is  really  an  artificial  number,  and  imag- 
ine one  that  is  just  not  computable.  Or  think  of  payment  sys- 
tems not  in  dollars,  but  in  micropennies.  Digital  cash  makes 
digital  commerce  real. 

One  of  the  most  common  assumptions  about  the  digital 
world  is  that  it  isn't  a  safe  place.  True?  False.  The  virtual  world 
is  a  far  safer,  more  private,  and  less  dangerous  place  than  the 
real  world.  Note,  I  didn't  say  better.  When  people  tell  me  they 
would  never  type  their  credit  card  number  into  the  Internet, 
I  try  to  suppress  a  laugh.  These  same  people  gleefully  recite  it 
over  the  telephone  or  hand  their  credit  card  to  a  lascivious- 
looking  waiter,  who  disappears  with  it  for  a  few  minutes. 

Give  me  a  break.  The  world  of  bits  is  far  more  secure;  we 
just  have  to  want  it  to  be  that  way.  As  a  start,  governments 
must  drop  silly  laws  against  cryptography — its  use  or  its 
export.  Drug  dealers  and  terrorists  are  not  waiting  for  per- 
mission to  use  it,  yet  many  citizens  are  deprived  of  it.  Privacy 
is  a  big  deal,  yet  what  stands  between  you  and  digital  privacy 


is  not  technology  but  policy.  The  White  House  agrees  that  this 
is  one  of  the  toughest  issues  it  faces.  Some  countries,  such  as 
France,  are  just  pigheaded  about  the  matter  and  have  made  it 
illegal  for  their  citizens  to  use  encryption. 

When  (not  if)  this  changes,  a  lot  will  change  with  it,  in- 
cluding money.  I  will  then  be  able  to  earn  unique,  serialized, 
digital  coins  that  I  can  spend  anywhere,  redeem  any  way  I 
want.  Mom-and-pop  organizations  will  issue  money,  and 
banks,  as  we  know  them,  may  cease  to  exist.  A  whole  new 
economy  will  evolve. 

One  of  my  favorite  examples  stems  from  an  electron- 
i  ic  game  under  development  by  Rocket  Science 
I  Games.  It  is  a  Dungeons  and  Dragons-style  role-play- 
I  ing  game  that  is  given  away  free  and  run  over  the  In- 
ternet at  nominal  or  no  cost.  So,  how  does  Rocket 
Science  make  any  money?  Here's  how.  You  find  yourself  in 
a  beautifully  rendered  medieval  casde,  face  to  face  with  a  green, 
smoke-puffing,  long-toothed  dragon.  You  are  (actually  your 
avatar  is)  dressed  in  a  terry-cloth  bathrobe,  which  is  fine  for 
stepping  out  of  a  hot  bath  or  shower  but  crummy  for  fight- 
ing dragons.  Then  you  notice  some  nicely  polished  knight's 
armor  hanging  on  the  dungeon  wall.  Guess  what?  You  can 
rent  it  for  five  cents  and  fend  off  the  monster. 

Cute.  But  more  than  cute.  This  is  just  one  tiny  example 
of  a  totally  different  economic  model  from  anything  we  have 
been  able  to  consider  before.  It  costs  roughly  twenty-five 
cents  to  process  a  credit  card  charge  and  a  dollar  to  handle 
a  check.  So  they  don't  work.  But  remember  the  old  penny 
candy?  Cash  does  work,  but  now  you  need  to  spend  digital 
coins.  And  that's  a  big  deal.  Imagine  a  business  where  a 
billion  people  pay  you  two  cents  a  day.  That  would  be  about 
the  size  of  Microsoft. 

Yes,  the  question  I'm  asked  most  often  is  the  theme  of  this 
issue:  What's  next?  The  Internet  caught  so  many  people  by 
surprise  that  many  of  these  same  people  now  want  to  know  if 
there  is  another  surprise  around  the  corner.  Just  as  we  start 
to  understand  networks  will  we,  for  example,  bump  into  DNA 
computers,  extraterrestrial  communications,  or  a  new  kind  of 
memory  that  grows  by  watering  it?  Maybe,  maybe,  and  maybe. 
But  for  sure  there  is  one  big  thing  just  around  the  corner 
and  I  believe  that  is  digital  money.  ■ 

Nicliolas  Negroponte  is  a  founder  and  director  of  the  MIT  Media  Laboratory  and 
the  Interdisciplinary  Research  Center,  which  focuses  on  the  study  of  future  forms 
of  human  communication.  His  most  recent  book  is  Being  Digital. 
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This  is  what  we  call  dedicated  suppor 

MicroAge  Infosystems  Services  and  Compaq  will  respo: 
to  help  you  weather  any  business  critical  stor 


MicroAge  and  Compaq  have  been  partners  in 
)imation  technology  for  nearly  two  decades.  Now, 
S  has  been  named  a  Compaq  System  Service 
/vider  (SSP),  which  combines  Compaq  quality 
h  the  service  and  support  of  MicroAge  to  help 
tect  your  business  in  business  critical  situations. 
From  planning,  to  implementation,  through 
port,  our  "total  solution"  objective  is  to  create 
listributed  enterprise  environment  for  your 
npany  which  is  fully  reliable,  fault  tolerant  and 
totely  manageable. 


To  find  out  more  about  how  MIS  and  Compaq 
can  help  you  weather  any  business  critical 
storm,  call  us  at  1-800-637-6797,  or,  for  printed 
materials  call  1-800-813-4021  and  access  document 
0702440. 

COMPAQ 

A1icrOi4ge  Infosystems  Services 
Faster.  Better.  Cheaper. 

©  1996  MicroAge,  Inc.  All  rights  reserved.  All  trademarks  and 
registered  trademarks  are  the  property  of  their  respective  companies. 


You  know  remote  access  can 
give  your  company  a  strategic 
competitive  edge  by  increasing 
productivity,  lowering  costs  and 
helping  you  provide  better  service 
to  your  customers.  Now  what 
you  need  to  know  is:  Who  can 
best  integrate  the  technologies, 
services  and  manufacturers  to 
put  together  a  safe,  reliable  remote 
access  strategy? 

YOUR  REMOTE  ACCESS 
STRATEGY  WON'T  GO  VERY 
FAR  IF  YOU  DON'T  DEPLOY 
THE  RIGHT  EQUIPMENT. 


Anixter.  Nobody  knows  net- 
working like  we  do.  Every 
day,  our  RACE  (Remote  Access 
Competitive  Edge)  program  helps 
corporations  launch  remote  access 
strategies.  How?  By  providing 
platform  design  and  standard- 
ization, installation,  staging  and 
configuration,  digital  line  provi- 
sioning, certification,  and  help 
desk  training.  For  expertise  you 
can  count  on  from  start  to  finish, 
there's  only  one  company  you 
need  to  access: 

I  -  8  00-ANIXTER 

http://www.  a  n  ixter.  com 
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SCIENCE      &  TECHNOLOGY 

RICHARD 

COMPUTERS  BRING  OLD  BONES  TO  LIFE 

LEAKEY 


Even  though  I  confess  to  being  one  of  the  few  people 
left  in  the  world  who  is  computer  illiterate,  the  field  of 
paleontology,  particularly  the  study  of  human  evolu- 
tion, has  been  greatly  impacted  by  the  digital  revolu- 
tion. Over  the  next  decade,  there  is  sure  to  be  an  even 
greater  reliance  on  computer-generated  data. 

The  use  of  computerized  tomography  or  CT  (the  ability  to 
produce  images  of  structures 
inside  solid  objects)  has 
probably  been  the  most  sig- 
nificant recent  development 
in  paleoanthropology.  It  has 
made  possible  studies  that 
were  previously  impossible 
and  has  opened  up  the  im- 
portant prospect  of  data 
sharing. 

CT  has  had  such  an  im- 
portant impact  because  the 
study  of  human  evolution  is 
carried  out  primarily  by 
studying  fossilized  remains, 
which  are  all  too  often  frag- 
mentary and  fragile.  Scien- 
tists are  particularly  inter- 
ested in  the  skull,  and  CT  has 
the  ability  to  "see"  its 
inner  structures. 

In  recent  years,  with  the 
use  of  high-resolution  details 
made  possible  by  these  new 
digital  miracles,  research  has 
been  done  on  the  inner-  and 
middle-ear  regions.  The 
frontal  and  nasal  sinuses  in 
the  skull  have  also  been  studied  using  this  technique. 

Through  the  use  of  computers,  scientists  can  now  see  such 
minute  details  as  the  enamel  thickness  and  dental  root  of 
an  extinct  species.  Limbs  are  another  area  of  interest.  They 
are  critical  to  understanding  human  evolution.  They  have 
played  a  large  part  in  our  development  from  quadrupeds  to 
the  fully  upright  people  we  are  today.  Using  CT,  scientists  can 
judge  the  thickness  of  bones,  which  has  direct  relevance  to 
such  important  physical  characteristics  as  weight  bearing, 
posture,  and  gait. 


CT  serves  not  only  as  scientists'  eyes  but  as  their  "imag- 
ination" as  well.  By  imaging  existing  fragments  with  serial 
CT,  a  scientist  can  construct  the  whole  from  the  parts.  In 
some  instances  it  has  been  possible  to  restore  an  entire  skull. 
Scientists  can  then  take  the  next  step  and  make  an  actual  re- 
construction of  the  object,  bringing  to  life  something  that 
has  been  dead  for  millions  of  years. 

One  of  the  greatest  prob- 
lems in  paleontology  is  the 
inevitable  damage  that  oc- 
curs when  fossils  are  studied. 
Human  hands  and  steel 
calipers,  after  all,  are  not  the 
gentlest  of  instruments.  But 
again,  computers  offer  an 
answer.  New  three-dimen- 
sional images  provide  an 
accurate  substitute  for  the 
real  thing.  While  use  of  com- 
puter-generated imaging  has 
yet  to  become  a  popular 
practice,  it  should  be  pos- 
sible before  too  long  to  sig- 
nificantly limit  the  handling 
of  original  fossils. 

On  another  front,  CD- 
ROMs  are  already  widely  used 
in  teaching  paleontology. 
In  the  future,  entire  research 
collections  will  be  exchanged 
using  this  technology.  While 
such  data  capture  may  be 
some  way  off,  computers 
have  already  revolutionized 
museum  management  and 
the  approach  to  data  storage. 

In  the  coming  millennium,  it  is  likely  that  large  natural 
history  museums  will  have  undergone  such  changes  as  to  be 
hardly  recognizable.  CD-ROMs  and  virtual  reality  will  have 
taken  over  exhibitions.  Experts  will  no  longer  have  to  travel 
to  faraway  places  to  see  material  crucial  to  their  own  studies. 
Is  this  good  or  bad?  Is  it  progress?  I'm  not  sure.  ■ 

Richard  Leakey,  the  son  of  two  legendary  anthropologists,  Louis  and  Mary  Leakey, 
is  himself  a  distinguished  paleoanthropologist.  He  is  a  leading  advocate  for  the 
preservation  of  African  wildlife  and  is  currently  secretary  general  of  SAFINA. 


Illustration  by  Heidi  Taillefer 


December  2,  1  996    FORBES  ASAP  "179 


WITH  DESKTOP  SYSTEMS  THAT  PUT  OUT 
THEIR  OWN  FIRES,  YOU  DON'T  HAVE  TO  COME  TO  WORK 
WEARING  THE  SAME  OLD  SUIT  EVERYDAY. 


The  next  time  there's  a  five-alarm  fire  at  the  office,  sit 
back  and  relax.  With  the  new  PowerMate*  Series  from  NEC, 
you  can  manage  the  entire  network  without  leaving  your  desk. 
The  fact  is,  exclusive  NEC  MagicEye M  technology 
monitors  the  function  and  operation  of  each 
PowerMate  system,  including  its  hard  drive  activity, 
temperature  and  voltage.  It'll  even  alert  you 
if  a  computer  is  tampered  with.  If  a  problem 
is  detected,  Intel's  LANDesk"  Client  Manager 
3.0  lets  you  remotely  access  the  system  for 
efficient, centralized  management.  What's  more, 
Cybermedia's  FirstAid  95  Deluxe  automatically 
fixes  configuration  errors  and,  along  with  McAfee's  anti-virus 
software,  protects  your  valuable  data. 

Alone,  the  PowerMate  desktop  computer  can  be  anything 
from  a  general  office  PC  to  a  powerful  corporate  workstation. 
Linked  together,  they're  a  sophisticated  network  that  you 
can  remotely  manage. 

Granted,  you  may  still  have  to  put  out  an  occasional 
fire.  But  at  least  now  you  can  do  it  in  everyday  business 
attire.  For  more  information,  call  1-800-NEC-INFO,  or  visit 
us  on  the  web  at  http://www.nec.com. 

SEE,  HEAR  AND  FEEL  THE  DIFFERENCE." 


©1996  Packard  Bell  NEC,  Inc.  NEC  and  PowerMate  are  registered  trademarks  ot  NEC  Corporation  used  under  license  by  Packard  Bell  NEC,  Inc.  See,  Hear  and  Feel  the  Difference  is  a  registered  trademark  ol  NEC  Technologies,  Inc.  The  Intel 
Inside  Logo,  LANDesk  and  Pentium  are  registered  trademarks  and  the  Pentium  Processor  Logo  is  a  trademark  ol  Intel  Corporation.  Product  specifications  listed  are  not  necessarily  reflective  ot  PowerMate  models  available  Key  #  23364 
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FREDERICK 

VIRTUAL  REALITY  MAKES  EVERYONE  PRINCIPALS 

TURNER 


Tims  is  the  ultimate  in  virtual  reality.  A  smell  of  dung 
and  honeysuckle  and  mowing  wafts  up  from  the  farm 
below,  with  the  soft  baaing  of  sheep.  The  afternoon 
breeze  that  has  sprung  up  as  you  gain  altitude  is  cool- 
ing the  sweat  on  your  back.  This  steep,  rocky  track 
you're  climbing  was  once  the  old  military  road  from  Raglan 
Castle,  for  you  are  on  the  border  of  the  lush  and  ancient  realm 
of  Powys  on  the  Welsh  Marches,  where  little  wars  were  fought 
for  a  thousand  years. 

The  sky  is  very  blue,  with  a  few  clouds  forming  over  the 
Black  Mountains  thirty  miles  away.  The  great  distance  between 
your  home  in  America  and  this  hillside  in  Wales  has  disap- 
peared; at  your  shoulder  is  your  old  friend  Peter,  whom  you 
have  not  seen  for  fifteen  years.  The  illusion  is  perfect;  the  vir- 
tual reality  (VR)  system  is  somehow  handling  the  terabytes 
of  visual,  tactile,  olfactory  and  acoustic  information  quite 
comfortably  in  real  time,  and  feeding  it  to  your  sensory-motor 
cortex  with  seamless  coordination. 

And  this  is  exactly  where  I  really  was  a  week  ago.  The 
VR  system  I  was  using  was  my  own  nervous  system,  which 
turns  the  raw  sensory  data  coming  in  from  whatever  is  out 
there  into  a  three-dimensional  physical  world  that  is  the  more 
miraculous  for  being  utterly  commonplace.  It  is  only  when 
something  drastic  happens  to  our  bodies,  such  as  the  loss 
of  a  limb  or  a  hallucinogenic  drug  experience,  that  we  real- 
ize just  how  miraculous  it  is — when  the  nervous  system's  VR 
system  makes  a  missing  big  toe  itch,  or  when  its  LSD-crippled 
processors  paint  fantastic  borders  around  the  edges  of  every- 
thing we  perceive,  or  make  us  shiver  with  a  sound  or  see  a 
taste  as  bright  green.  We  are  all  on  a  trip,  and  the  trip  is 
everyday  reality. 

Why,  then,  bother  perfecting  the  electronic  telepresence, 
boosting  the  baud  rate  of  the  fiber  optics,  refining  the  resolu- 
tion of  the  display,  jacking  cyberspace  more  and  more  subtly 
into  our  brains?  Why  spend  billions  to  create  the  hardware 
for  interactive  multimedia  CD  games  when  it  costs  you  only 
a  thousand  dollars  to  go  to  Wales  by  old-fashioned  jet  and  ex- 
perience a  unique  moment  in  a  human  life — your  own — with 
a  sensory  verisimilitude  that  is  overwhelming?  Why  have 
friendships  or  love  affairs  on  the  Internet  when  you  can  do 
it  "in  person,"  as  we  say — that  is,  in  the  amazing  mask  of  your 
own  face  and  body? 

There  is,  I  believe,  a  good  answer  to  these  Luddite-sounding 
questions.  We  are  embarked  now  on  a  gigantic  task  of 
reconstructing  the  world.  Until  the  birth  of  civilization,  we 


experienced  the  world  once-born  and  in  first  rehearsal.  What 
is  happening  now  is  a  sort  of  immense  retrofitting  or  retro- 
designing  of  everything  we  are.  We  have  figured  out  how 
matter  works  and  are  custom-designing  new  elements, 
isotopes,  polymers,  buckminsterfullerenes,  and  DNA  chimeras. 
We  are  restoring  rare  ecosystems:  rebuilding  ancient  prairies 
and  savannas  species  by  species.  We  are  writing  down  the 
human  genome. 

We  are  bent  on  making  a  simulation  of  the  world  that  is 
indistinguishable  from  the  original.  When  we  have  done  so — 
if  it  can  be  done — we  will  be  just  at  the  beginning,  the  dawn, 
of  human  history.  We  will  then  finally  be  acting  as  the  prin- 
cipals, and  not  agents  or  puppets,  of  our  evolutionary  past. 

r^ERHAPS  it  is  a  uniquely  human  knack  to  live  iteratively, 
H  for  our  mental  and  sensory  life  to  be  tangled  into  a 
W  rich  knot  of  feedback,  what  we  call  consciousness. 
Evolution  is  biological  iteration,  the  dizzy  repeated 
cycling  through  variation,  selection,  and  genetic  inheri- 
tance. Human  cultural  existence  cycles  enormously  faster 
through  innovation,  criticism,  and  tradition,  conducted  at 
the  conscious  level.  And  it  has  already  been  going  on  for  a 
long  time. 

For  after  all,  reconstructing  the  world  is  exactly  what  the 
arts  do.  When  we  come  out  of  an  art  gallery,  we  see  with  a 
strange,  naked  directness — because  we  see  twice — the  street, 
the  sky,  the  faces.  When  we  dine  (rather  than  feed),  we 
authentically  eat  what  we  eat;  it  becomes  part  of  us  experi- 
entially,  not  just  chemically.  Music  retrofits  sound  with  its  own 
melody.  Drama  makes  us  taste  the  souls  of  our  fellow  humans 
directly,  membrane  to  membrane.  Poetry  is  a  way  of  making 
us  experience  our  own  experience — making  us  notice  it,  as  I 
noticed  my  walk  in  Wales.  This  second-born  existence  is  not 
the  linear  result  of  the  sensorium's  efficient  work,  as  it  is  with 
a  lower  animal.  It  is  nonlinear,  chaotic,  unpredictable, 
generating  emergent  forms  of  order.  Its  "strange  attractors" 
have  an  infinite  fractal  depth. 

So  cyberspace  is  just  one  more  way  that  we  are  creating  a 
feedback  loop  in  our  experience.  It  is  a  re-cognizing  of  our 
lives,  a  recognizing  what  was  always  there  but  which  we  could 
not  see  because  it  was  staring  us  in  the  face.  Virtual  reality  is 
a  tutorial  in  appreciating  the  depth  of  real  experience.  ■ 


Frederick  Turner  is  Founders  Professor  of  Arts  and  Humanities  at  the  University 
of  Texas  at  Dallas.  A  former  editor  of  the  Kenyon  Review,  his  most  recent  books 
include  April  Wind  and  The  Culture  of  Hope. 
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Track  every  shipment  with  just  one  call  to  our  Customer  Service  Center,  24  hours  a  day,  7  days  a  week.  1-800  NFLK-SOU  (635-5768). 

Visit  our  web  site  at  http://www.nscorp.com 
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Norfolk  Southern.  We've  risen  to  new  heights— nearly 
three  feet  at  some  locations.  With  clearances  along  97% 
of  our  intermodal  core  routes,  we've  created  a  double- 
stack  system  that  helps  connect  major  markets  throughout 
North  America.  It's  part  of  the  rail  industry's  most  modern 
intermodal  terminal  network.  Our  terminals  feature 
paved  loading  areas,  stack  capability  and  easy  access  to 
help  shipments  arrive  and  depart  quickly  and  safely. 
Is  something  in  your  way?  Call  Anne  Doyle,  Manager, 
Intermodal  Market  Development  at  (804)  533-4952. 
She'll  help  you  get  through  virtually  anything. 


zE^EzE3fkJRE£  NORFOLK 

 gWlg  SOUTHERN 


The  Thoroughbred  of  Transportation, 


©  1996  Norfolk  Southern  Corporation  Three  Commercial  Place,  Norfolk,  VA  2J5IO-2I91 
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INTERNET  down  there 


Mobile  satellite  communications  used  to  be  a  highly  technical,  somewhat  fl^^^ 
expensive  and  fairly  limited  proposition  •  Now  COMSAT  Mobile  B       I  ]T 
Communications  -  the  largest  Inmarsat  service  provider  -  is  changing    ^tV  p  &s 
that.  We  deliver  easyto-use,  economical  services  to  businesses  around  the  world.  In  fact, 
we're  making  mobile  satellite  communications  simple  •  dial  cdmsat  first™,  and 
make  your  worldwide  business  communications  ready  for  today's  competitive 
environment.  Gall  +  1  -30  1-2  1  4-3  1  □□  or  e-mail  us  at  cmcsales@cdmsat.ccim 
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ANN 


THE  FUTURE  OF  SOFTWARE  IS  NOW 

WINBLAD 


While  the  media  hums  with  stories  of  the  Internet 
revolution  and  how  it's  transforming  the  way  we 
communicate,  perhaps  the  missed  story  of  our  times 
is  the  revolution  within  the  software  industiy. 
Although  every  software  vendor  that  files  an  ini- 
tial public  offering  nowadays  seems  to  get  unwavering  sup- 
port on  Wall  Street,  investors  for  decades  shunned  the  soft- 
ware industry  as  they — 
accurately — believed  that  the 
core  asset  was  intellectual 
capital,  classified  simply  as 
assets  that  walk  out  the  door 
at  night.  Dependence  on  one 
or  two  key  programmers  was 
the  life  or  death  of  many 
software  enterprises. 

In  some  respects  this  will 
never  change.  Software  com- 
panies will  remain  capital 
efficient  and  always  will  be 
fueled  primarily  by  intellec- 
tual versus  monetary  capital. 
But  the  intellectual  capital 
doesn't  just  originate  from 
the  technical  team  anymore. 

Now  the  company's  in- 
tellectual capital  resides  with 
the  way  management  guides 
its  technical  team.  Solid 
technical  strategies  matter  as 
much  as  great  software  en- 
gineers producing  break- 
through products.  But  a 
company  isn't  reliant  on  a 
handful  of  programmers 
anymore.  If  they  get  a  job  with  another  software  maker,  your 
company  probably  won't  go  out  of  business. 

That's  because  hype  has  turned  into  reality.  Object- 
oriented  programming — software  that  can  be  reused  and  in- 
terchanged among  programs — has  finally  hit  its  stride. 

For  years  software  developers  have  talked  of  object- 
oriented  software:  smart  components  that  can  be  assembled 
into  a  maintainable  environment.  Programmers  dared  to 
imagine  marts  of  such  components,  where  they  could  buy 
and  sell  each  others'  components  instead  of  recoding  already 


invented  parts — the  equivalent  of  a  bill  of  materials  for  the 
software  factory. 

Today  object-oriented  programming  tools  are  a  reality.  In- 
side their  cubicles,  programmers  discusss  object  model  stan- 
dards, such  as  Microsoft's  Component  Object  Model  (COM). 
Software  developers  shop  the  Internet  for  ActiveX  compo- 
nents and  Java  applets.  Small  developers  have  become  spe- 
cialty parts  suppliers  to  the 
growing  population  of  soft- 
ware assembly-line  workers. 

Why?  Because  as  applica- 
tions become  more  compli- 
cated, programmers  don't 
want  to  invent  backbreaking 
code  over  and  over  again. 
This  has  had  an  enormous 
impact  on  software  compa- 
nies. You  still  need  great 
programmers,  but  if  they  jilt 
you  for  a  hot  startup  lavish- 
ing them  with  options, 
object-oriented  program- 
ming eliminates  the  need  to 
start  coding  from  scratch. 

This  might  seem  obvious, 
but  remember  the  relative 
youth  of  the  software  indus- 
try. It's  like  the  advent,  six- 
ty years  ago,  of  mass-pro- 
duced parts  for  cars.  Instead 
of  building  an  entire  system 
from  nothing,  software  ven- 
dors now  have  the  equivalent 
of  a  Kragen  Auto  Parts.  If 
something  breaks,  or  needs 
to  be  built,  software  publishers  can  hire  new  employees  who 
can  easily  get  the  tools  and  materials  to  work  on  the  project. 

Object-oriented  technology  has  turned  out  to  be  a  business 
process  tool  and  an  insurance  policy.  The  true  realization  of 
a  working  software  assembly  process,  readily  available  tools, 
and  a  rich  supplier  market  has  just  begun  to  materialize  as  we 
approach  the  turn  of  the  century.  ■ 

Ann  Winblad  is  cofounder  and  partner  at  Hummer  Winblad  Venture  Partners, 
a  $95  million  software-only  fund.  She  also  was  cofounder  of  Open  Systems,  which 
made  her  a  millionaire.  Winblad  began  her  career  as  a  software  programmer. 
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Imagine  Your  Company  Working  Like  This. 


Application  Phis'1'  is  the  integrated  enterprise 
software  that  makes  all  your  systems  work  as  one. 
Smoothly,  and  toward  a  single  objective. 

Application  Plus  turns  complex  functions  into 
a  simple  operation.  So  that  everyone  in  your 
organization  can  get  the  information  they  need, 
when  and  how  they  need  it,  and  share  it  with  those 
who  need  to  know. 

Application  Plus  gets  to  work  quickly, 
managing  your  enterprise  with  proven,  trouble-free 
reliability,  no  matter  what  your  hardware,  operating 
or  database  system. 

Managing  software  has  suddenly  gotten  a  lot 
easier.  Now  what  more  could  you  ask? 
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Daly  &  Wolcott,  Inc.,  21st  Floor,  One  Hospital  Trust  Plaza,  Providence,  RI 02903 
Telephone:  (800)  343-2414,  ext.  336,  Fax:  (401)  351-8484 

Or  visit  us  at  http://www.dalywolcott.com 
Atlanta  •  Chicago  •  Dallas  •  Los  Angeles  •  Providence 
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DENNIS 

HASTA  LA  VISTA,  HUMANOID 

MUREN 


IN  1989,  after  MANY  conversations  and  much  trepida- 
tion about  the  impending  digital  future,  I  decided  to 
spend  a  year  exploring  what  computers  were  really  ca- 
pable of  doing.  Instead  of  supervising  a  special-effects 
project  at  Industrial  Light  &  Magic,  I  worked  from  home 
and  focused  my  energies  on  becoming  more  comfortable  with 
this  "TV  screen"  approach  to  visual  effects.  Through  my  re- 
search into  the  low-end  tools 
available  for  the  PC,  I  real- 
ized the  potential  and  value 
of  high-end  digital  work. 

The  next  challenge  was 
for  ILM  engineers  and  tech- 
nicians to  implement  a  co- 
hesive system  to  create  such 
work  and  put  it  to  the  test. 
The  result  was  Terminator  2: 
Judgment  Day.  For  the  first 
time  in  cinematic  history, 
computer  artists  created 
amazing  images,  including 
a  character  that  appeared 
just  as  photoreal  and  lifelike 
as  the  actors  performing  in 
the  film. 

Since  then,  from  the 
twisters  of  Twister  to  the  in- 
cendiary climax  of  Mission: 
Impossible,  computers  have 
arrived  at  the  movies  with  a 
vengeance.  So  far,  the  pos- 
sibilities appear  limitless — 
even,  perhaps,  to  making 
synthetic  digital  actors  who 
look  just  like  the  real  thing. 
My  sense,  however,  is  that  the  costs  for  this  special  effect 
will  be  prohibitive.  Dozens  of  artists  and  programmers  would 
have  to  analyze  every  detail,  create  each  nuance,  and  place 
each  glint  of  light  in  a  synthetic  eye.  An  audience  knows  in- 
herently how  people  look  and  move  and  react.  It  would  be  too 
easy  to  spot  a  fake.  Why  try? 

The  answer  goes  to  the  heart  of  what  many  laypeople  think 
of  computers:  They're  mysterious,  all-pervasive,  unfathomable, 
godlike.  If  a  "human"  came  out  of  one,  it  would  be  perceived 
as  a  supernatural  being,  more  lofty  than  we  mortals  are  capable 


of  creating.  This  couldn't  be  further  from  the  truth.  Still,  I 
don't  foresee  the  obsession  diminishing — it's  like  the  holy  grail 
in  the  industry  and  everybody  wants  to  see  it  happen. 

While  it's  true  that  special  effects  like  those  in  Termina- 
tor 2  could  conceivably  be  created  on  the  home  PC,  it's  un- 
likely to  happen.  The  process  would  take  too  much  time.  How- 
ever, there  appear  to  be  exciting  opportunities  ahead  on  the 

Internet.  World  Wide  Web 
pages  will  be  visually  stun- 
ning and  alive  with  sound, 
motion,  and  characters.  In- 
formation will  become  easi- 
er to  distribute  as  we  learn 
what  makes  people  instinc- 
tively react.  If  our  dinosaurs 
and  tornadoes  hook  people 
on  the  big  screen,  they 
should  work  on  the  small 
screen  as  well.  People  should 
expect  some  degree  of  inter- 
action to  make  each  experi- 
ence unique,  and  we  need 
the  bandwidth  necessary  to 
do  it. 

Lately,  critics  have  voiced 
a  concern  that  big  visual  ef- 
fects are  eliminating  smaller, 
more  personal  creative  ef- 
forts. Some  feel  screenwrit- 
ers are  relying  too  much  on 
startling  images  to  carry  the 
story  in  lieu  of  adequately 
developing  the  human  dra- 
ma. This  view  is  narrow  and 
unwarranted.  What  is  actu- 
ally happening  is  that  filmmakers  with  great  imagination  have 
the  ability  to  tell  stories  they  dared  not  attempt  until  now.  These 
film  experiences  are  more  akin  to  thrill  rides  or  dreams,  and 
the  images  leave  lasting  impressions.  The  dinosaurs  in  Juras- 
sic Park  and  the  tornadoes  in  Twister  present  a  new  type  of 
film  star,  capable  of  acting  expressively  and  convincingly.  As 
a  result,  the  public  seems  to  have  developed  an  insatiable 
hunger  to  see  more  and  more  visual  effects.  Perhaps  this  is 
due  to  a  heightened  appetite  for  new  experiences  in  an  in- 
creasingly familiar  world.  These  films  invite  the  ^-205 
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PENTIUM  "  PROCESSOR 
How's  this  for  computing 

brawn?  133MHz  processing 
power  and  lightning-quick 
PCI  architecture. 


BUILT-IN  28.8Kbps  MODEM 
With  a  built-in  voice/fax  modem 
you  can  stay  in  touch  with  the 
world  quickly  and  efficiently. 
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B/GS£fl  KEYBOARD 

Keys  are  now  larger  and  more  economically  shaped  to  tit  your  fingertips. 
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800x600  RESOLUTION 
Considering  its  small  size, 
the  Portege  has  a  large 
11.3"  screen  with  brilliant 
active-matrix  color. 


POWERFUL  DOCKING 
Combine  the  Portege  with  the 
optional  Desk  Station  V  Plus. 
You'll  get  stereo  speakers,  hot 
docking  and  SelectBay  "  with 
optional  6X  CD-ROM. 


ALL  THE  MUSCLE.  NONE  OF  THE  FAT. 
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INTRODUCING  THE  POWERFUL  NEW  PORTEGE! 

Far  smaller  than  a  standard  notebook,  the  new  Portege  offers  exceptional  performance 
and  power.  The  Portege  features  a  blazing  1 33MHz  Pentium'  processor  with  D"J^ 
PCI  architecture,  a  gigantic  1.3  billion  byte  hard  drive  and  up  to  80MB  of  \ 
fast  EDO  memory.  You'll  also  find  full-motion  video  and  stereo  sound  to  vEwfas 
give  your  multimedia  presentations  a  lot  more  punch.  It's  the  best 
yet  from  Toshiba's  award-winning  Portege  line.  Pound  for  pound, 
no  other  notebook  can  touch  it.  For  more  information,  visit  the 
Toshiba  website  at  http://computers.toshiba.com,  or  for  a  dealer 
near  you,  call  1-800457-7777. 


PORTEGE 


6S0CT 

•  1 1 .3' color  active-matrix  TFT 
display,  800  x  600  resolution 

•  133MHz  (2.9v)  Pentium*  processor, 
256KB  12  cache 

•  PCI  system-bus  architecture 

•  16MB  ot  EDO  DRAM  expandable 
to  80MB 

•  1.3  billion  byte  (=1 26GB)  hard  drive 

•  Built-in  28,8Kbps  voice/fax  modem 

•  HiQVideo'  PCI  graphics  controller 

•  16-bit  Sound  Blaster' Pro 
compatible  audio  system 
with  speaker  and  microphone 

•  Lithium  Ion-battery 


Supports  two  Type  II  or  one 
Type  III  16-bit  PC  Cards,  ZV 
Cards  or  32-bit  CardBus  Cards 
4.8  lbs, 

Optional  Desk  Station  V  Plus: 
PCI  architecture,  SelectBay" 
PCI/ISA  and  PC  Card  slots 
Optional  NoteDock"  II 
Enhanced  Port  Replicator 
Windows'  95  or  Windows' 
lor  Workgroups  included 
3-year  limited  warranty 
Toll-free  technical  support  - 
7  days  a  week,  24  hours  a  day 


In  Touch  with  Tomorrow 

TOSHIBA 


The  World's  Best  Selling  Portable  Computers. 
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STEVEN 

AT  LAST-WHAT  SORT  OF  WORLD  IS  THIS? 

WEINBERG 


IT  is  POSSIBLE  THAT  some  readers  of  this  magazine  may  live 
to  see  the  end  of  a  historic  intellectual  search.  Philoso- 
phers and  scientists  have  dreamed  of  a  unified  view  of  all 
nature  since  the  scientific  revolution  of  the  seventeenth 
century.  Sir  Isaac  Newton  imagined  that  this  unified  the- 
ory would  describe  a  number  of  fundamental  forces,  such  as 
the  force  of  gravitation,  that  act  on  particles  of  matter  and 
produce  all  the  phenomena 
of  heat,  light,  and  chemistry. 

Today  we  have  a  some- 
what more  sophisticated  the- 
ory known  as  the  standard 
model.  Together  with  gener- 
al relativity,  Einstein's  theo- 
ry of  gravitation,  it  accounts 
in  principle  for  all  the  phe- 
nomena that  Newton  hoped 
to  explain.  The  standard 
model  and  general  relativity 
are  not  the  final  answer;  they 
have  several  features  that 
seem  quite  arbitrary.  More- 
over, gravitation  and  the 
other  forces  they  describe  are 
not  unified  in  a  coherent  way. 

The  hope  of  elementary 
particle  physicists  today  is  to 
take  the  next  step — and 
eventually  the  final  step — to- 
ward finding  a  deeper  set  of 
physical  laws  that  explain 
both  the  standard  model  and 
general  relativity  in  a  way 
that  is  simple,  unified,  and 
altogether  persuasive.  No 
one  can  say  that  this  will  happen  soon,  but  there  is  a  grow- 
ing sense  that  the  answer  is  within  our  grasp. 

This  is  not  the  only  kind  of  important  science,  or  even  the 
only  kind  of  important  physics.  Most  scientific  research  is  mo- 
tivated by  practical  needs,  or  by  a  fascination  with  strange 
phenomena,  or  by  our  natural  wish  to  know  more  about  our- 
selves. As  I  explain  in  my  book  Dreams  of  a  Final  Theory, 
elementary  particle  physics  is  different — its  aim  is  to  complete 
our  understanding  of  the  ultimate  rules  that,  at  bottom, 
govern  everything. 


Sometimes  I  am  brought  up  short  by  the  realization  of  how 
little  this  is  understood  by  most  people,  including  those  who 
control  the  funding  of  scientific  research.  For  about  a  decade 
after  1983  I  was  involved  in  a  campaign  to  get  funding  for  a 
large  scientific  instrument,  the  Superconducting  Super  Col- 
lider. This  machine  was  intended  to  accelerate  beams  of  elec- 
trically charged  particles  called  protons  to  unprecedented  high 

energies  and  allow  them  to 
collide  head-on,  producing 
matter  of  a  type  that  has  not 
existed  in  nature  since  the 
first  microsecond  of  the  uni- 
verse. Several  times  in  the 
course  of  explaining  this 
project  to  journalists  and 
members  of  Congress,  I 
found  that  the  same  ques- 
tion kept  coming  up:  "In- 
stead of  spending  billions  of 
dollars  on  this  accelerator, 
why  not  use  a  supercomput- 
er to  simulate  these  particle 
collisions?" 

I  had  to  explain  that  we 
can  use  computers  to  simu- 
late what  happens  in  the  ex- 
plosion of  a  supernova  or  a 
nuclear  weapon  because  we 
understand  the  rules  that 
govern  matter  on  all  scales 
from  stars  to  atomic  nuclei. 
Accelerators  like  the  Super- 
conducting Super  Collider 
are  built  precisely  to  study 
the  behavior  of  matter  under 
conditions  in  which  our  understanding  of  the  laws  of  physics 
is  not  adequate  to  calculate  what  will  happen.  The  collisions 
in  these  accelerators  probe  features  of  elementary  particles  a 
thousand  times  smaller  than  an  atomic  nucleus,  and  at  these 
scales  our  present  theories  become  ambiguous.  We  can  no 
more  program  a  computer  to  tell  us  what  happens  in  these 
collisions  than  we  can  program  a  computer  to  play  chess  with- 
out telling  it  how  the  pieces  are  allowed  to  move. 

And  that  is  the  whole  point  of  these  experiments.  No  one 
really  cares  about  the  collisions  or  the  particles  in  ^208 


Illustration  by  Gary  Baseman 


December  2.1  99  6     FORBES  ASAP     ^  91 


gol  your  city  surrounded 

and  we  mean  business. 


Only  Sprint 

has  deployed  international  SONET  ring  technology  for  the 
highest  standard  in  reliable  data  transmission. 


Sprint's  bold 
deployment  of 
self-healing 
SONET  rings  is 
anything  but  a 
cause  for  alarm- 
except  for  the 
competition.  Because 

only  Sprint  offers  four-fiber, 

bi-directional,  line-switched  ring  topology 
throughout  its  entire  domestic  network.  Which 
means  your  mission-critical  data  is  protected  to 
the  fullest,  automatically  rerouted  in  as 
little  as  50  milliseconds-less  than  the 
blink  of  an  eye-even  in  the  event  of 
multiple  fiber  cuts  or  equipment  failures. 
And  with  speeds  at  OC-48,  we  provide 
virtually  unlimited  capacity  with 
no  bottlenecks  or  blockages. 
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TELECOMMUNICATIONS 
PROVIDER  TO  THE  NFL 


And  now,  Sprint's 
application  of 
broadband 
metropolitan 
access  networks 
extends  this 
survivability  into 
local  loops,  directly 
to  your  offices.  This  means 
greater  reliability  and  flexibility,  all  through 
a  single  point  of  contact.  Sprint  was  not  only 
first  to  deploy  SONET- based  rings  domestically, 
but  first  to  build  international  SONET  rings. 
And  since  we  employed  fiber-optic 
technology  from  the  start,  we  can 
continually  expand  bandwidth  over  our 
existing  network.  What's  it  all  mean? 
You  can  count  on  us,  because 
we  mean  business. 

Call  Sprint  Business 

1  800  588  DATA 

www.  sprint,  com/data  1 


Sprint 


We  help  business  do  more  business' 


©1996  Sprint  Communications  Company  L  P  NFL  and  the  NFL  shield  are  registered  trademarks  ot  the  National  Football  League 


SCIENCE      &  TECHNOLOGY 

ANDREW 

WHAT  CAN  BE  DONE,  WILL  BE  DONE 

GROVE 


I have  A  rule,  one  that  was  honed  by  more  than  thirty 
years  in  high  tech.  It  is  simple.  "What  can  be  done,  will 
be  done."  Like  a  natural  force,  technology  is  impossible 
to  hold  back.  It  finds  its  way  no  matter  what  obstacles 
people  put  in  its  place. 
The  beauty  of  this  rule  is  that  it  can  be  used  to  look  into 
the  future.  All  we  need  to  do  is  remember  what  already  can 
be  done: 

All  information  can  be 
expressed  digitally. 

All  information  can  be 
transported  in  digital  form. 

All  information  can  be 
stored  in  digital  form. 

If  all  this  can  be  done,  the 
rule  says,  it  will  be.  What  this 
means  is  that  digital  creation 
and  display  of  information 
will  predominate  over  other 
forms  of  communication — 
telephony,  broadcasting — at 
the  workplace  as  well  as  in 
our  personal  lives.  Digital 
display  will  also  subsume  all 
other  forms  of  storing  infor- 
mation— libraries  (personal 
and  public),  professional 
records,  photo  albums. 

There  are  many  reasons 
to  suggest  we  are  headed  in 
the  right  direction:  Digital 
information  is  forever.  It 
doesn't  deteriorate  and  re- 
quires little  in  the  way  of  ma- 
terial media.  It  is  very  much 
in  sync  with  a  world  exploding  with  information,  but  with 
limited  material  resources.  It  is  very  low  cost,  and  therefore 
lends  itself  extremely  well  to  creation,  transmission,  and  utili- 
zation of  information.  Digital  information  is  without  bound- 
aries, fitting  in  with  the  trend  toward  a  single,  global  commun- 
ity: It  is  instant,  consistent  with  the  rhythm  of  our  times — fast, 
fast,  and  faster. 

The  movement  toward  this  new  digital  medium  will  take 
place  from  the  inside  out.  It  started  fifteen  years  ago  inside 
the  computer  industry  as  mainframes — the  paradigm  of  com- 


puting— were  replaced  by  high-volume,  low-cost  PCs. 

The  movement  toward  this  new  digital  medium  has  broken 
the  boundaries  of  the  computer  industry  and  is  now  pound- 
ing at  the  communications  industry.  Here  the  transformation 
involves  going  from  switched  networks  to  packet-switched 
networks:  low-cost,  high-volume  networks. 

The  first  waves  of  change  have  hit  upon  the  media  industry 

and  here  the  transformations 
will  be  equally  profound. 
The  creation  and  dissemina- 
tion of  information  in  pub- 
lishing and  broadcasting 
have  been  built  upon  elabo- 
rate and  expensive  printing 
presses  and  transmission 
equipment.  This,  however, 
will  give  way  to  low- 
cost,  high-volume,  instant — 
and  intensely  personal — 
communications. 

The  next  stop  may  be 
health  care  where  the  digital 
world  will  also  bring  imme- 
diate expertise  to  people  at  a 
low  cost  and  high  volume. 
Likewise,  digital  information 
has  the  power  to  turn  edu- 
cation upside  down. 

Change  has  been  the  way 
of  the  world,  but  what  we  are 
now  facing  is  the  digital 
world  bringing  positive  feed- 
back to  the  change  process 
itself.  As  digital  information 
becomes  the  medium  for 
change,  it  speeds  it  up.  Change  feeds  on  itself;  the  process  ac- 
celerates. The  restructuring  of  the  computer  industry  took  fif- 
teen years.  The  restructuring  of  the  communications  industry 
may  take  less  than  ten,  and  the  restructuring  of  the  media  may 
be  quicker  than  that.  All  this  won't  be  easy:  Schumpeter's  cre- 
ative destruction — on  Internet  time.  But  we  have  no  choice. 
We  must  face  it.  For  whatever  can  be  done,  will  be  done.  ■ 

Andrew  S.  Grove  is  chief  executive  officer  of  Intel.  Born  as  Attdras  Grof  in  Hun- 
gary in  1936,  he  escaped  his  native  country  in  1956  during  the  Soviet  suppression 
of  the  Hungarian  revolution.  He  is  the  author  of  Only  the  Paranoid  Survive. 


Illustration  by  James  Gary 
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Companies  who  have 
selected  Open  Market  to 
help  them  lead  the  way  in 
Internet  Commerce: 


Bank  One 


First  Union 
National  Bank 


Time  Warner's 
Pathfinder 


Tribune  Company 


Copyright  ©  '996  Open  Market,  Inc.  All  rights  reserved. 


Why  is  Open  Market  the  only  company  that  has  paved  the  way  to  Internet  commerce?  Our  goal  from  day 
)ne  was  to  develop  commerce  software  for  the  internet.  and  unlike  other  companies,  our  software  is  available 
x5day.  in  fact,  some  of  the  world's  most  successful  companies  are  already  using  our  secure,  scalable  internet 


commerce  solutions  to  do 
business  with  other  companies 
and  consumers.  with  these 
solutions,  larger  companies 
can  manage  not  only  payment 
processing  but  every  aspect  of 
Internet  business  transactions. 
And  smaller  companies  can 


reap  the  benefits  of  Internet 
commerce  while  outsourcing 
the  complexity,  allowing  them 


to  focus  on  what  they  do  best. 
In  short,  Open  Market  fits 
your  needs  no  matter  what 
size  you  are. 

to  find  a  smooth  road 
to  your  own  Internet  commerce 
solution,  visit  our  website  at 
www.openmarket.com/road  or 
call  i-888-open-mkt. 

Open  Market 
243  First  Street 


Wc  ARE  Internet  Commerce. 


m 
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The  new  Mita  Color  Imaging  System. 
Please  don't  call  it  a  copier. 

Color  is  a  powerful  business  tool.  And  Mita's  new  PointSource™  Ci-7500  is  a  powerful  color  imaging  system.  Fron( 
purely  artistic  point  of  view*  it's  more  brilliant  than  the  average  color  copier.  It  renders  breathtaking  11x17  full-blet 
„  images,  with  true  continuous  tone  reproduction.  Connected  to  a  Fiery™  Network  Controller,  it's  a  400  DPI  color 
. r         printer/scanner.  From  a  business  perspective,  it  offers  advanced  finishing  options —  # 
^^gSisSsSB--     duplexing,  sorting,  stapling.  And  you  can  mix  documents — it  switches  automatically  HlUU. 

|  between  black (&  white  and  color  modes.  See  the  new  Mita  Ci-7500  Color  Imaging  System,  j^^t 
Enjoy  |he  view.  Color  Imaging  Syst 

liery  is  a  trademark  of  Electronics  for  Imaging  Inc.  ©  1996  Mita  Copystar  America,  Inc. 
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SCIENCE      &  TECHNOLOGY 

PATRICK 

CIRCLING  BACK  TO  THE  SMALL  AND  SIMPLE 

McGOVERN 


F prophets  AND  pundits  confidently  tell  us  every  new 
H  communication  advance — the  telephone,  radio,  TV, 
W  fax,  cell  phone,  Internet  browser — will  change  human 
experience  as  we  know  it.  In  1948  a  literary  forecaster, 
English  novelist  George  Orwell,  predicted  governments 
would  use  then-new  surveillance  and  propaganda  technolo- 
gies to  enslave  citizens.  Fortunately,  he  was  wrong. 

Orwell  got  it  backward. 
Digital  technology  is  not 
imposing  bureaucracy  but 
restoring  a  bygone  social 
order.  Far  from  shackling 
individuals,  computers  are 
liberating  us.  Large,  rigidly 
hierarchical  organizations 
will  be  the  victims  of  the  dig- 
ital world,  not  its  masters. 
Nowhere  is  this  clearer  than 
in  the  former  Soviet  Union, 
which  I  visited  as  a  student 
in  1960.  Again  and  again,  I 
met  ordinary  Russians  with 
views  of  America  that  were 
hopelessly  warped  by  propa- 
ganda. Today  the  Orwellian 
Pravda  is  dead,  and  my  com- 
pany is  lucky  enough  to  pub- 
lish four  Russian  language 
magazines  on  technology: 
Sety,  Mir  PK,  Publish,  and 
Computerworld  Russia. 

Orwell's  vision  was  cloudy, 
but  what  can  we  see  ahead? 
That  the  middleman,  the  go- 
between,  will  become  extinct. 
The  intermediary  is  doomed:  Technology  strips  him  of  ef- 
fectiveness. This  flattening  of  the  vertical  order,  the  sawing  of 
corporate  ladders  into  step  stools,  is  already  clear  to  the  un- 
fortunate casualties  of  downsizing.  But  its  liberating  potential 
is  still  not  widely  grasped. 

Consider  two  great  companies,  AT&T  and  IBM.  Both  were 
exhaustively  investigated  by  federal  antitrust  squads.  AT&T  got 
hacked  to  pieces,  though  IBM  was  left  intact.  It  is  no  acci- 
dent that  the  severed  limbs  of  AT&T  have  thrived  while  IBM, 
whose  body  corporate  was  spared,  has  struggled  to  shed  its 


well-known  bureaucracy.  Or  ponder  Airbus  Industrie,  the  huge 
European  conglomerate  that  builds  commercial  jets.  Edzard 
Reuter,  chairman  of  its  supervisory  board,  recently  conced- 
ed he  could  not  determine  whether  the  company  was  prof- 
itable or  not.  It  turns  out  Airbus  is  run  by  sixty-six  separate 
committees.  Sixty-six!  With  such  a  complex  structure,  is  it  any 
wonder  Airbus  is  having  trouble  competing  against  Boeing? 

In  my  experience,  when 
companies  divest,  they  pros- 
per. When  companies  com- 
bine, they  falter. 

Too  many  other  workers 
are  still  organized  in  ways 
that  could  only  be  admired 
inside  Airbus — or  the  Polit- 
buro. In  the  coming  age, 
though,  as  they  learn  the 
lessons  of  fallen  corporate 
Goliaths,  great  companies 
will  have  one  common  trait. 
They  will  shun  steep  and  bu- 
reaucratic structures  that 
cannot  foster  satisfying  col- 
laborations. They  will  prefer 
letting  small  teams  of  people 
focus  on  a  few  simple  objec- 
tives. Already  Microsoft  em- 
ployees are  tightly  organized 
in  tiny  teams.  At  my  own 
company,  as  another  exam- 
ple, there  are  just  four  layers 
between  me  and  the  newest 
hire  in  our  mail  room  in 
Macedonia.  Small  but  dedi- 
cated platoons  of  employ- 
ees can  outwork  vast  battalions. 

Why  do  shorter,  simpler  organizations  accomplish  more? 
Because  less  time  is  spent  on  oversight,  on  maintaining  a 
faraway  command-and-control  apparatus  that  burdens  the 
spirit.  Employees  feel  happier,  and  work  harder,  in  smaller, 
locally  focused  teams  that  resemble  an  extended  family.  In- 
triguingly,  most  new  jobs  are  created  by  companies  with  few- 
er than  a  hundred  employees.  Smallness  thus  seems  to  foster 
both  productivity  and  creativity. 

Simpler  structures  hark  back  to  a  time  when  ^205 


Illustration  by  Hank  Osuna 
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T  I      DSP  SOLUTIONS 


We're  putting  time 

on  the  side  of  our 
customers. 


And  theirs. 


wif.e'$«;:rj-^..y' ■■■■■■  i 


In  the  fax/modem  market,  18  months  coulc 
product's  lifetime.  And  an  18-second  transm 
seems  like  an  eternity  when  you're  trying  to  get) 
mation  in  the  field.  So,  modem  manufacture 
turning  to  Digital  Signal  Processing  Solution^ 
Texas  Instruments  to  keep  up  with  customer  dej 
I  for  increased  performance.  While  pro 
cost-effective  designs  that  maximize  profit 
time  after  time. 
Iu  just  a  few  years,  fax/modem  performan 
experienced  a  tenfold  increase  with  every  gen 


Tl  chipsets  now 
supporting  x2 


technology 

from  U.S. 

Robotics, 
it 


CIS 


"The  hey  to  the  fax/modem 
marhet  is  to  be  flexible  and 
to  respond  quickly  to  the 
demands  of  the  customer." 

Ross  Manire, 

Senior  Vice  President  and  General  Manager 
Corporate/Systems  Division,  U.S.  Robotics,  Inc., 


ling  functionality.  And  behind  many  of  these 
tions,  you'll  find  TI  DSP  Solutions.  In  fact,  by  corn- 
expertise  and  jointly  pursuing  new  technology,  TI 
I  U.S.  Robotics  produce  the  first  PCMCIA  V34 
I,  This  breakthrough  delivered  a  2X  increase  in 
nance  with  the  software  flexibility  to  incorporate 
;atures  and  standards.  Now,  U.S.  Robotics  can 
;e  their  investment  across  their  entire  product  line, 
i  as  the  multimedia  market  evolves,  the  trend 
ntinue  to  add  real-time  capabilities  like  simulta- 
voice/data  transmission,  voice  mail,  CD  sound 


and  full-motion  video.  And,  of  course,  TI  will  be  there 
every  step  of  the  way. 

From  wireless  communications  to  multimedia,  TI 
DSP  Solutions  are  changing  the  way  we  live,  learn  and 
work.  Timeless,  isn't  it. 

Visit  us  on  the  Internet  at  http://www.ti.com 

EXTENDING       YOUR       R  E  A  C  H~ 

Texas 
Instruments 


08-1224 
€)  1U9H  Tl 


The  reality  is  that  while  our 
original  award-winning  MFCs  were 
—  impressive,  our  new  models  are 

j  ^gSm      8||s>    even  better.  They  feature 

^  uncompromising  600  dpi  laser 

printing  and  an  impressive 
6ppm  print  speed.  We've  even  made 
them  smarter  and  easier  to  use,  with 
sophisticated  document  management 

technology  that  performs  multiple 
operations  simultaneously.  They're  the 
ideal  combination  of  features,  quality 
and  performance,  in  short,  the  ultimate 
in  600  dpi  laser  Multi-Function  Centers 
is  finally  a  reality. 

Starting  around  $799 

FOR  THE  NAME  OF  YOUR  NEAREST  RETAILER,  CALL  TOLL  FREE  1 

For  more  information,  please  call  the  Brother  fax-backSM  system, 
or  visit  our  web  site  at  http://www.brother.com 


5ml 

MFC  4550  Laser 
Multi-Function  Center 

Plain  Paper  Laser  Fax 
600  dpi  Laser  Printer 
400  dpi  Scanner 
Laser  Copier 
PC  Fax 

V** 


6inl 

MFC  6550mc  Laser 
Multi-Function  Center 

Plain  Paper  Laser  Fax 
600  dpi  Laser  Printer 
600  dpi  Scanner 
Laser  Copier 
Digital  Message  Center 
PC  Fax 

Starting  around  $999 

-800-8-BROTHER 

1-800-521-2846 


We're  at  your  side. 


Brother  International  Corporation,  Somerset,  NJ  ■  Brother  Industries,  Ltd.,  Nagoya,  Japan 

'Awards  issued  for  MFC-4500ML  in  1995.  "Actual  prices  may  vary 


SCIENCE     &  TECHNOLOGY 

RICH 

NEW  MATH:  ONE  PLUS  ONE  EQUALS  FOUR 

WILLIS 


In  the  information  age,  conventional  mathematics  is 
obsolete.  Economics  and  accounting,  which  are  based  on 
an  outdated  version  of  mathematics,  are  likewise  obsolete. 
The  key  is  to  recognize  that  information  arithmetic  is 
fundamentally  different  from  object  arithmetic.  In  the 
information  age,  one  plus  one  equals  four. 

Imagine  a  meeting  where  all  attendees  bring  one  tangible 
object  and  one  idea.  The  ob- 
jects and  ideas  are  shared. 
Everyone  leaves  with  only 
one  object,  but  each  departs 
with  as  many  ideas  as  there 
are  attendees.  When  the 
ideas  are  shared  at  the  meet- 
ing, every  attendee  interprets 
the  ideas  in  his  or  her  own 
way.  Every  idea  mingles  with 
all  others.  What  results  from 
the  meeting  is  distinctly 
different  from  what  was 
brought  to  the  meeting. 
Whenever  ideas  are  shared, 
the  result  is  always  greater 
than  the  sum  of  the  parts. 

This  fundamental  law  of 
information,  in  which  one 
can  give  something  yet  retain 
it,  is  the  most  vitally  impor- 
tant concept  to  grasp  if  one 
is  to  understand  the  infor- 
mation age.  Our  language 
frequendy  impedes  our  com- 
prehension of  this  idea. 
When  we  use  words  such  as 
give,  transfer,  deliver,  receive, 
steal,  etc.,  we  assume  that  the  transferred  item  no  longer  re- 
sides with  its  originator.  With  information,  ownership  of  ideas, 
facts,  and  knowledge  is  not  exclusive.  It  does  not  leave  the 
originator. 

Rules  and  laws  derived  from  the  world  of  physical  ob- 
jects are  frequently  applied  to  the  world  of  information  and 
ideas,  with  adverse  results.  When  more  than  half  the  software 
in  use  throughout  the  world  is  estimated  to  be  illegally  copied, 
something  is  seriously  wrong  with  our  system  of  using  and 
protecting  intellectual  property.  Surely  the  needs  of  content 


creators,  publishers,  and  users  can  be  better  balanced  without 
making  criminals  of  millions  of  people.  But  to  conceive  of  a 
better  system,  we  must  first  contemplate  the  new  questions 
that  arise  when  many  people  "own"  the  same  information. 

The  world  of  information  is  infinite.  Unlike  capital,  labor, 
the  money  supply,  or  physical  resources,  there  are  virtually 
no  limits  to  the  knowledge  and  understanding  that  can  spread 

throughout  the  world.  This 
limitlessness  applies  whether 
it  is  raw  data  of  questionable 
utility,  information  that  im- 
parts something  genuinely 
relevant,  or  knowledge  that 
conveys  meaning  and  insight. 
Pessimists,  such  as  Jeremy 
Rifkin,  who  worry  about  the 
"information  haves"  exploit- 
ing the  "information  have- 
nots,"  erroneously  apply 
physical  object-based  con- 
cerns to  the  intangible  world 
of  information.  Physical  ob- 
jects are  expensive  to  dupli- 
cate for  everyone  who  might 
want  them.  Information  and 
knowledge  have  no  such 
limits.  They  can  be  used  by 
everyone,  simultaneously. 

The  allocation  of  scarce 
resources  by  markets  and 
governments  has  fueled 
many  a  political  and  econo- 
mic debate.  In  the  informa- 
tion age  this  key  commodity, 
information,  is  anything  but 
scarce.  Since  no  one  has  to  lose  anything  when  someone  else 
gains  knowledge,  our  economic  models  of  allocation  need  a 
fundamental  overhaul.  We  have  entered  an  age  in  which  the 
possibilities  should  be  as  boundless  as  the  flows  of  informa- 
tion around  us.  Yet  far  too  many  of  us  are  worrying  about  how 
the  pie  is  being  carved  up,  rather  than  enjoying  the  feast  of  a 
rapidly  expanding  pie.  ■ 

Rich  Willis,  our  essay  contest  winner,  is  founder  and  president  of  Willis  Marketing 
Associates,  which  applies  information  age  principles  to  business.  He  holds  a 
mechanical  engineering  degree  from  Duke  University. 


Illustration  by  Jeffrey  Decoster 
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STATISTICS  DON'T  COUNT 

6 


Generalizations  don't  fly.  Lists  don't  add  up.  Frankly, 
the  information  age  is  filled  with  misinformation. 
It's  a  fact:  you  can't  rely  on  facts  alone  to  meet  your 
marketing  objectives.  They  just  aren't  reliable  as 
projectable  information.  At  Polk,  we  believe  it  takes 
multi-dimensional  intelligence  to  gain  real  insight  into 
consumers'  perceptions  and  habits.  Multi-dimensional 
intelligence  is  the  sum  of  our  superior  data,  technical 
proficiency  and  diagnostic  savvy.  It  is  present  in  every 


Polk  direct  marketing,  database  management  and  market 
analysis  product.  Multi-dimensional  intelligence  enables 
you  to  build  your  market  strategy  on  the  most  sophisticated 
and  comprehensive  consumer  information  available. 
For  a  fully  dimensional  portrait  of  your  customers  and 
prospects,  come  to  the  company  that  has  spent  the 
last  125  years  perfecting  its  data  and  diagnostic 
capabilities.  Because  in  the  end,  it's  not  the  information, 
it's  the  intelligence  behind  it.  Call  800  635-5522. 


Multi-Dimensional  Intelligence" 


SCIENCE     &  TECHNOLOGY 

SCOTT 

STEPS  TO  A  DIGITAL  NETWORKED  FUTURE 

McNEALY 


I always  say  to  every  cio  I  meet  in  every  company,  in- 
cluding my  own,  that  we  are  all  hopelessly  behind  in  tak- 
ing advantage  of  a  digital  networked  future.  But  how  do 
you  take  advantage  of  a  revolution?  By  its  very  definition 
a  revolution  is  uncertain.  So  my  view  about  predictions 
is  not  unlike  my  attitude  about  a  favorite  sport — hockey.  It 
makes  more  sense  to  focus  on  where  the  puck  is  going,  in- 
stead of  where  the  puck's 
been.  Here  are  some  of  my 
observations. 

Step  1 :  Do  the  math.  I  be- 
lieve there  are  two  returns  on 
investment  you  might  want 
to  think  about  over  the  next 
four  years.  First  is  the  bil- 
lions of  dollars  that  the  in- 
dustry will  spend  to  make  a 
simple  date  change  to  the 
new  millennium.  Second  is 
the  investment  in  turning 
personal  computers  into  real 
corporate  network  citizens. 
One  is  zero  return  on  invest- 
ment, the  other  is  massively 
negative. 

Analysts  say  network  PCs 
can  cost  $11,900  per  person 
annually.  Some  CIOs  tell  me 
their  true  costs  are  more  like 
$16,000  per  network  com- 
puter user  per  year — or 
$80,000  over  five  years.  And 
this  isn't  the  initial  hardware 
cost.  Administration,  train- 
ing, and  maintenance  costs  dwarf  the  purchase  cost.  Why?  Be- 
cause with  PCs,  Moore's  Law  is  constantly  getting  swallowed 
up.  Every  time  one  company  goes  out  and  designs  a  bigger 
chip,  someone  else  goes  out  and  upgrades  some  "superset- 
ware"  to  use  it  all  up.  The  industry  then  spends  billions  of  dol- 
lars promoting  it  to  the  consumer. 

And  what  happens  to  your  company?  Your  employees 
hear  about  the  latest  software,  and  they  go  out  and  buy  it. 
Then  they  have  to  upgrade  to  the  new  CPU  and  get  a  big- 
ger disk.  Suddenly  they've  spent  $4,000  and  you  didn't  even 


know  it.  Try  to  take  it  away  and  you  have  to  get  into  a  war 
of  religious  proportions.  "Don't  take  my  Mac  away,  don't 
take  my  PC  away!" 

In  my  view,  the  two  main  elements  driving  corporate  buy- 
ers today  are  fear  and  anger.  Fear  that  the  supplier  is  lying 
to  you  about  what  its  products  can  do.  Anger  that  when  you 
install  them  you  find  out  you  were  right.  Get  out  of  this 

vicious  cycle  of  fear  and 
anger,  and  concentrate  on 
what's  really  happening  at 
the  moment:  the  network. 

Step  2:  Get  on  the  network, 
get  on  network  time.  The 

availability  of  bandwidth  and 
Web  technology  is  moving 
much  faster  than  CIOs  can 
possibly  reorganize  their 
companies.  Think  about  the 
gigabit-miles  of  cable  being 
buried  out  there  right  now, 
and  all  the  wireless  tech- 
nologies, and  the  cable  mo- 
dem companies  that  already 
have  a  franchise  into  mil- 
lions of  front  doors.  Watch 
the  new  companies  spring- 
ing up,  and  the  existing  ones 
rapidly  getting  into  elec- 
tronic commerce. 

The  network  is  every- 
where already.  It  even  gets 
to  you  when  you  fly  on  an 
airplane.  Would  you  have 
believed  a  few  years  ago 
that  you  could  use  a  phone,  fax,  and  do  email  on  a  plane? 
Soon,  hotels  will  be  putting  low-cost  network  computers  in 
your  room. 

We've  all  got  to  speed  up  the  corporate  body  clock  to  get 
on  Internet  time.  Internet  years  are  just  like  dog  years,  seven 
to  every  one.  Build  your  employees  a  good  network  and  they 
will  use  it.  It's  like  the  federal  Interstate  Highway  System.  If 
you  build  the  network,  people  will  use  it  to  work  more  effi- 
ciently. You  don't  even  have  to  mandate  what  or  when  or  why 
they  should  send  something  on  the  highway.  People  ►204 
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source and  go  grab  it. 

The  digital  industries  will 

look  much  different  than  they  do  today — computing, 
telecommunications,  consumer  electronics,  entertainment. 
These  industries  are  going  through  a  period  of  astonishing 
change,  and  it's  hardly  started.  I  don't  know  of  any  compa- 
ny today  whose  franchise  isn't  being  challenged  and  contin- 
ually reengineered. 

The  Internet  is  already  rapidly  disintermediating  the  soft- 
ware business,  taking  the  power 
away  from  the  publisher  (sorry, 
Steve)  and  into  the  hands  of  au- 
thors. In  the  old  days,  you  had  to 
be  a  huge  publisher,  with  huge 
printing  presses,  delivery  trucks, 
and  paper  mills  to  talk  to  the 
world.  Now  you  have  an  An- 
dreessen who  writes  Mosaic,  puts 
it  out  on  the  Internet  for  free, 
and  then  creates  a  company 
that's  worth  millions  overnight. 
That's  zero  cost  of  goods  sold, 
zero  publishing  cost  to  get  your 
product  out  there.  And  now  the 
Java  application  industry  is  grow- 
ing at  a  phenomenal  rate,  with 
venture  capitalists  funding  start- 
ups all  over  the  globe. 

In  the  network  model,  the  ad- 
vertiser goes  straight  to  the  au- 
thor and  to  the  user.  The  current 
rules  of  brand  don't  matter  on- 
line— Andreessen  didn't  create 
an  ad  campaign  to  make  Mosaic 
a  leader.  This  model  is  forcing  a  lot  of  the  middlemen  and  in- 
formation brokers  to  think  long  and  hard  about  what  will  hap- 
pen as  the  encryption  and  bandwidth  problems  get  sorted  out. 
And  inside  companies,  too,  some  CIOs  are  already  starting 
to  use  their  intranet  to  disintermediate  the  brokers  and  the 
bureaucrats.  These  technologies  create  incredible  opportuni- 
ties to  drive  cycle  time  out  of  your  business  and  to  improve 
communication. 

My  suggestion  is:  Assume  there  will  be  a  global  competi- 
tor getting  to  your  customers  through  some  form  of  electronic 
network.  So  my  advice  is  to  just  go  out  and  do  it.  You'll  nev- 
er step  on  the  gas  and  hit  something  in  front  of  you.  You  will 
only  get  run  over  from  behind.  Don't  be  the  bug  on  the  wind- 
shield of  the  car  behind  you.  Be  the  windshield. 

Step  3:  Go  webtop.  Publish  all  your  information  on  your  in- 
ternal web.  Don't  send  it  to  employees  on  paper  or  even  email, 
because  by  the  time  they  can  print  it  out  and  get  through  it, 
it's  already  old. 

Give  the  user  safe  and  instant  access  to  the  network  from 
a  personal  web  page,  from  any  machine,  using  any  operating 
system,  at  any  time,  with  dial-tone  reliability.  That's  a  utility 
model  of  computing.  Think  of  the  phone.  If  it's  not  dial  tone 


We've  all  got  to  speed 
up  the  corporate  body  clock 
to  get  on  Internet  time. 
Build  your  employees 
a  good  network  and  they  will 

use  it.  It's  like  the  federal 
Interstate  Highway  System. 

If  you  build  the  network, 
people  will  be  more  efficient. 
You  don't  even 
have  to  mandate  what, 
when,  or  why. 

-Scott  McNealy 


by  the  time  the  phone  hits  your  ear,  you're  already  angry.  How 
would  you  live  if  I  took  the  phone  out  of  your  home?  If  I  took 
it  out  of  your  office,  would  you  stay  in  business?  The  digital 
industries  are  converging  on  this  utility  model.  Data  tone  will 
become  as  commonplace  as  dial  tone. 

What's  important  about  this  model  is  that  telephone  com- 
panies don't'give  you  a  switch  in  your  home  and  tell  you  to 
go  administer  it,  program  it,  back  it  up,  and  configure  it.  They 
give  you  the  telephone  handset.  Give  your  users  the  comput- 
ing equivalent  of  the  handset.  Then  let  them  make  calls  and 

make  your  corporate  MIS  de- 
partment handle  the  rest  of  it. 

Write  your  content  to  and 
your  applications  in  a  secure  net- 
worked language  like  Java.  Put 
a  subsetware  applet  on  a  server 
somewhere  so  that  it  can  be 
downloaded  over  the  network 
just  by  doing  a  mouse  click  on 
a  browser.  And  make  sure  it  runs 
on  any  type  of  hardware...  that's 
Windows,  Mac,  Unix,  or  a  router 
switch,  a  printer,  copier,  cell 
phone ...  in  your  car,  on  your  TV, 
on  your  game  machine.  Stop 
rewriting  software  applications 
across  each  platform  you  use, 
which  also  adds  zero  value  to 
your  company.  Write  your  ap- 
plications only  once  and  leverage 
all  your  technology  in  one  go. 

People  say  to  me  that  they 
worry  about  having  their  data 
stored  on  a  central  server  when 
using  a  network  computer  model. 
But  how  many  of  you  still  store  your  money  under  a  mattress? 
Have  you  ever  lost  money  you  stored  in  a  bank?  We  think 
nothing  of  putting  a  letter  in  an  envelope,  sealing  it  with  spit, 
giving  it  for  three  days  to  the  government,  which  then  puts 
it  in  a  tin  box  without  a  lock  on  it.  Giving  users  PCs  is  much 
worse — they  have  CD-ROM  drives  and  floppy  drives.  Which 
means  your  corporate  data — your  lifeblood — can  leave  the 
building  at  any  time,  and  viruses  can  be  injected  into  your  net- 
work. What  good  are  firewalls  if  you  have  open  doors? 

Basically,  this  is  where  I  think  the  puck  is  heading.  It's  a 
new  wave  of  network  computing,  based  on  the  fat-server,  big- 
pipeline,  thin-client  model.  It's  applications  written  once  to 
run  anywhere,  safely.  It's  web-centric,  web-toned,  and  irre- 
sistibly open.  But  above  all,  it's  your  choice. 

Doing  at  least  some  of  these  things  will  help  you  retain 
freedom  of  choice  and  stay  in  the  driver's  seat.  It  will  give 
your  company  the  flexibility  to  use  the  network  to  develop 
breakaway  business  strategies.  It  will  allow  you  to  concentrate 
on  adding  value  to  your  company,  your  shareholders,  and 
your  customers.  ■ 

Scoff  McNealy  is  cofounder,  chairman,  and  CEO  of  Sun  Microsystems.  He  grew 
up  in  suburban  Detroit,  the  son  of  an  American  Motors  senior  executive.  McNealy 
graduated  from  Harvard  and  the  Stanford  Graduate  School  of  Business. 
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189-4  audience  to  explore  some- 
thing new  and  unknowable,  satisfy- 
ing a  hunger  common  to  us  all. 
In  the  future,  I  look  forward  to  artists  publishing  their  own 
visual  creations  on  the  Net  as  a  way  of  bringing  their  work  to 
the  public.  Widespread  distribution  will  be  affordable  for 
everyone.  Inevitably,  some  real  gems  will  appear  that  would 
otherwise  never  find  an  audience.  ■ 

Dennis  Muren  is  the  winner  of  eight  Academy  Awards  for  best  achievement  in 
motion  picture  visual  effects.  He  is  currently  senior  visual-effects  supervisor  at 
1LM.  His  work  can  be  seen  in  Jurassic  Park  and  its  upcoming  sequel. 
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197-4  organizations 
were  less  imposing  than 
the  impersonal  mono- 
liths imagined  by  Orwell.  Human  beings  hunted  and  gath- 
ered in  small  groups  for  200,000  years.  Hence  it  is  almost  in- 
evitable, even  today,  that  bands  of  that  size  are  effective  in 
well-known  behemoths  like  Wal-Mart  Stores  or  comparative 
unknowns  like  Whole  Foods  Market  (an  organic-grocery 
chain).  The  key  isn't  the  size  of  the  company.  It  is  how  effec- 
tively its  bands  of  ten  or  fifteen  workers  can  cooperate. 

In  government,  meanwhile,  middlemen  may  go  the  way  of 
their  counterparts  in  business.  Technology  has  helped  Czechs, 
Slovaks,  Ukrainians,  Quebecois,  and  Northern  Italians  find 
and  converse  with  kindred  souls.  Having  begun  such 
conversations,  citizens  press  for  independence,  for  the  right 
to  manage  their  own  local  affairs.  And  so  a  digital  world  will 
mean  a  closer,  more  intimate  world  politically,  just  as  E.  F. 


Schumacher  had  hoped. 

Where  might  it  end?  If  the  desire  for  smaller,  more  local- 
ized spheres  of  human  activity  intensifies,  I  can  imagine  a 
world  with  not  two  hundred  but  ten  thousand  nations,  each 
with  600,000  people.  Using  technology,  leaders  of  such  states 
could  be  as  attentive  to  their  citizens'  problems  as  are  mayors 
today.  And  more  people  could  move  easily  from  nation  to  na- 
tion in  search  of  employment  or  of  communities  more  to  their 
liking.  Mine  is  a  milder  vision  than  Orwell's,  but  one  I  think 
more  attuned  to  the  digital  age  as  it  is  actually  unfolding.  ■ 

Patrick  McGovern  is  chairman  of  International  Data  Group,  the  world's  leading 
computer  publishing,  research,  and  exposition  management  company.  McGovern 
founded  IDG  in  1964  when  the  computer  industry  was  still  in  its  infancy. 
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171-4  as  all  of  the  processors  can  be 
kept  busy. 

Reconfigurability  is  much  more 
profound.  Imagine  having  a  chip  that  contains  millions  of  gates 
that  can  be  rapidly  and  electrically  interconnected  in  a  matter 
of  milliseconds.  Such  chips  would  make  possible  hardware 
that  could  specialize  and  reconfigure  itself  at  the  time  and  place 
of  use  to  perform  all  the  diverse  functions  required  by  a  user. 

It  was  hardware  reusability  that  made  the  computer  such 
a  useful  and  revolutionary  tool.  Ironically,  today  we  cannot 
change  the  basic  architecture  of  any  given  microprocessor; 
elements  such  as  its  constituent  building  blocks,  the  number 
of  registers,  and  the  instruction  set  are  fixed  at  design  time  by 
the  chip  designers.  With  hardware  reconfigurability,  however, 
we  will  have  the  ability  to  change  the  way  the  logic  gates  ►  208 
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205  M  are  interconnected — on  a  gate- 
by-gate  basis — enabling  the  program- 
mer to  create  his  own  microprocessor 
or  other  specialized  hardware  with  functional  characteristics 
optimized  for  the  task  to  be  performed.  Software  will  then 
be  made  up  of  two  parts;  the  first  part  will  specify  the  optimal 
machine  for  the  given  task  and  how  to  assemble  it,  while  the 
second  part  will  run  on  the  just-created  machine  to  perform 
the  desired  function.  This  new  capability  will  change  the  basic 
design  of  future  computers,  ultimately  giving  us  higher  flexi- 
bility and  higher  performance  at  lower  cost. 

I  call  this  capability  run-time  reconfigurability,  a  natural 
consequence  of  existing  programmable  chip  technology  and 
our  ever  increasing  need  for  flexibility  and  speed.  Current  field 
programmable  gate  array  (FPGA)  chips  are  good  for  only 
10,000  to  100,000  gates,  but  in  twelve  years  they  will  be  ca- 
pable of  handling  1  million  to  10  million  gates,  opening  up 
the  doors  to  fine-grained  reconfigurability  at  the  level  of  a  sys- 
tem-on-a-chip.  Run-time  reconfigurability  is  like  fashioning 
things  out  of  Tinkertoys;  it  is  like  having  plastic  hardware 
shaped  electrically  by  software. 

This  technology  initially  will  be  used  to  create  micro- 
processors specialized  for  a  variety  of  tasks  such  as  image  and 
sound  processing,  pattern  recognition,  communications,  and 
control.  Since  each  of  these  tasks  typically  requires  a  unique 
and  different  hardware  architecture,  it  would  be  costly  to 
dedicate  a  specialized  coprocessor  or  input-output  chip  to  each 
separate  task.  However,  since  not  all  tasks  are  done  simul- 
taneously, a  cost-effective  solution  will  be  to  use  a  reconfig- 
urable  chip  to  optimally  perform  each  required  function  as 
needed.  Further  in  the  future,  general-purpose  microproces- 
sors may  have  a  portion  of  the  chip  done  with  reconfigurable 
gates  to  add  flexibility.  Eventually,  much  or  all  of  the  random 
logic  of  microprocessors  may  be  reconfigurable. 

There  are  many  other  revolutionary  applications  for  run- 
time reconfigurable  hardware.  Perhaps  the  most  intriguing 
possibility  is  to  enable  the  design  of  fault-tolerant,  adaptive, 
and  learning  systems  that  will  eventually  make  possible  the 
creation  of  autonomous  intelligent  machines.  ...That  will  raise 
philosophical  questions  that  we,  as  yet,  are  not  ready  to  answer. 

In  the  first  twenty-five  years  of  its  existence,  the  micropro- 
cessor has  significantly  changed  our  lives.  I  expect  the  next 
twenty-five  years  to  bring  even  deeper  social  changes  as  the 
level  of  intelligence  of  our  machines  continues  to  grow 
exponentially,  in  step  with  the  capabilities  of  our  semi- 
conductor technology.  The  impact  of  something  that  grows 
exponentially  is  difficult  to  predict  because  the  short-term 
consequences  are  generally  less  than  we  planned  while 
the  long-term  consequences  are  much  more  than  we  expected. 
If  we  measure  the  importance  of  an  invention  by  how 
much  change  it  has  generated,  the  microprocessor  scores  very 
well.  If  we  consider  that  there  are  fifty  more  years  of 
exponential  improvement  in  store  for  us,  then  the  long- 
term  consequences  of  this  technology  are  quite  impossible 
to  imagine.  m 

Federko  Faggw,  currently  CEO  of  Synaptics,  led  the  design  and  development  of 
the  world's  first  microprocessor — the  Intel  4004.  He  then  conceived  and  supervised 
the  design  of  the  landmark  8080,  the  first  modern  microprocessor. 
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191  -4  themselves — the 
rules  of  the  game  are 
what  interest  us,  and  we 
cannot  learn  about  them  without  doing  experiments  that  take 
us  beyond  the  rules  as  we  already  know  them.  The  Super- 
conducting Super  Collider  project  was  canceled  in  1993  by 
Congress,  but  a  similar  accelerator  is  being  built  near  Geneva 
by  a  European  consortium.  The  work  of  searching  for  a  final 
theory  of  physics  will  continue. 

Suppose  we  reach  our  goal — what  then?  It  depends  on  what 
sort  of  world  we  find  we  are  in.  If  we  were  to  discover  that 
the  laws  of  nature  at  their  deepest  level  give  some  special  role 
to  life  or  intelligence,  we  might  derive  from  this  some  sense 
of  purpose,  some  standard  of  conduct.  My  own  guess  is  that 
this  will  not  happen. 

Nearly  a  century  and  a  half  ago,  Charles  Darwin  and  Al- 
fred Wallace  took  the  crucial  step  of  explaining  that  the  won- 
derful capabilities  of  living  things  could  arise  by  natural  se- 
lection of  inheritable  variations,  with  no  advance  plan.  Since 
then  biologists  have  made  great  progress  in  working  out  just 
how  this  happens  in  terms  of  the  ordinary  processes  of  physics 
and  chemistry,  which  are  themselves  explained  within  the 
standard  model. 

We  have  not  yet  understood  consciousness  or  intelligence, 
but  there  is  no  reason  to  suppose  that  these  are  anything  but 
the  workings  of  physics  and  chemistry  within  the  brain.  As 
far  as  we  can  tell,  there  is  nothing  in  the  fundamental  laws 
of  nature  that  will  suggest  any  special  role  for  life  or  intelli- 
gence in  the  plan  of  things. 

This  austere  view  of  nature  has  horrified  many  people. 
In  the  preface  to  his  play  Heartbreak  House,  George  Bernard 
Shaw  gave  credit  to  Darwin  for  starting  "a  reaction  against 
a  barbarous  pseudoevangelical  teleology  intolerably  ob- 
structive to  all  scientific  progress,"  but  he  went  on  to  con- 
clude that  "there  was  only  one  result  possible  in  the  ethical 
sphere,  and  that  was  the  banishment  of  conscience  from 
human  affairs." 

Shaw's  conclusion  seems  to  make  sense  only  if  one  sup- 
poses that  we  have  to  look  for  something  objective,  something 
outside  ourselves,  to  give  us  a  sense  of  values.  But  there  is 
no  reason  not  to  find  our  values  in  our  own  hearts.  If  the  laws 
of  nature  cannot  give  us  a  sense  of  conscience,  neither  can 
they  take  it  away.  And  one  of  the  values  that  is  important  to 
some  of  us  is  the  search  for  the  laws  of  nature,  a  search  in 
which  human  insight  and  experimental  facilities  as  well  as 
computers  will  continue  to  be  needed. 

My  own  feeling  is  that  there  will  be  something  healthy  in 
coming  to  grips  with  the  knowledge  that  we,  like  the  rest  of 
nature,  are  the  way  we  are  because  of  impersonal  natural  laws. 
Suppose  you  were  the  parent  of  a  child  who  believed  in  San- 
ta Claus  and  the  Easter  Bunny.  You  might  be  pleased  that  your 
child  was  made  happy  by  these  beliefs,  but  wouldn't  you  want 
them  to  be  put  aside  as  your  child  grows  up?  It  may  be  that 
science  can  do  no  greater  service  to  humanity  than  to  help 
our  species  grow  up  and  put  aside  childish  beliefs.  ■ 

Winner  of  a  1979  Nobel  Prize  in  physics,  Steven  Weinberg  is  a  theoretical 
physicist  and  a  professor  at  the  University  of  Texas.  He  is  the  author  of  over  two 
hundred  scientific  articles  and  six  books. 
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MultiSync  MT800 
12.7"w  x  5.9"h  x  16.0"d,  17.6  lbs. 


With  their  extraordinary 
lightweight  design,  the  new 
MultiSync*  MT600  and  MT800 
projectors  can  go  anywhere  you 
can  go.  Down  the  hall,  or  down  the  road. 
And  thanks  to  their  uncanny  ability  to  project  bright,  crisp 
and  evenly  illuminated  images,  you  no  longer  have  to  sacrifice 
image  quality  for  portability. 

You  see,  MultiSync  MT'"  projectors  deliver  full-color, 
high-resolution  images  that  can  be  adjusted  to  as  large  as  300" 
diagonally.  A  simple  task  via  a  remote  that  controls  your 
computer  and  presentation,  as  well  as  the  projector. 


MultiSync  MT600 
12.7"w  x  5.9"h  x  16.0"d,  16.5  lbs. 


All  you  have  to  do  is  plug  ir 
a  source,  which,  due  to  simple 
connectivity  and  compatibility,  car 
be  anything  from  a  noteboolt 
computer  to  a  VCR. 
Now,  shouldn't  you  explain  ail  this  to  your  coworkers? 
They're  still  wondering  why  you  strolled  past  the  water 
cooler  holding  this  magazine  out  in  front  of  you.  To  fine 
out  how  to  get  a  hold  of  the  real  thing,  call  1-800  NEC-INFO 

SEE,  HEAR  AND  FEEL  THE  DIFFERENCE 


EXACTLY  HOW  PORTABLE  ARE  THE  NEW 
MULTISYNC  MT  PROJECTORS? 
GRIP  THE  SIDES  OF  THIS  MAGAZINE 
AND  WALK  AROUND  THE  OFFICE. 
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ThePowert» 

PERSUADE 


Multimedia  presentation 
technology  and  techniques  dramatically  enhance  your 
ability  to  communicate.  But  they  demand  you  develop 
a  new  set  of  presentation  skills,  an  awareness  of  the 
available  tools  and  an  even  deeper  understanding  of 
the  persuasion  process. 


Q 


'nee  upon  a  time,  flip  charts 
and  chalkboards  were  both  suitable 
and  acceptable  as  the  sole  means  of 
presentation  support.  Later,  color 
slides  and  overhead  transparencies 
added  a  new  dimension  of  visual 
communication  that  was  perfectly 
in  sync  with  the  speed  of  information 
exchange  and  the  pace  of  business  in 
general.  But  that  was  then. 

Today,  data  seems  to  burst  into 
existence  with  the  ferocity  and  power 
of  solar  fusion,  driving  the  changes 
that  we  all  experience  as  the  quicken- 
ing pulse  of  business  activity.  At  the 
same  time,  electronic  media — television 
and  movies,  in  particular — have 
attuned  us  to  information  and  enter- 
tainment that  is  dominated  not  by 
text  or  pictures  but  by  sounds  and 
moving  images. 

The  speed  of  change  and  techno- 
logical advances  are  rapidly  propelling 
business  presentation  beyond  the 
old  media.  With  a  swiftness  that  has 
surprised  even  some  presentation 
product  suppliers,  business  presenters 
are  adopting  computer-driven  presen- 
tation technologies  and  techniques  to 
create  and  deliver  presentations  that 
match  the  tempo  and  dynamism  of 
the  information  age. 


Digital  Presentation  Station 

The  multimedia  computer  has 
become  both  the  creation  and  delivery 
platform  of  choice  for  aggressive  and 
successful  business  presenters.  Just 
as  computers  put  desktop  publishing 
tools  at  the  fingertips  of  nearly  every- 
one with  a  computer,  multimedia 
computers  and  software  give  you,  the 
presenter,  the  opportunity  to  author 
complete  multimedia  presentations, 
including  text,  graphics,  animation, 
music,  narration  and  video.  Or,  as 
with  desktop  publishing,  you  may 
decide  to  let  professional  presentation 
designers  handle  the  creative  tasks 
while  you  oversee  the  content,  later 
using  your  computer  and  software 
to  customize  and  modify  the  presen- 
tation as  necessary. 

When  its  time  to  deliver  the 
message,  your  multimedia  laptop  or 
notebook  computer  becomes  your 
portable  presentation  machine.  It 
can  deliver  not  only  the  familiar  text 
and  graphic  images  in  a  traditional 
slideshow  mode,  it  can  play  back 
sounds  and  motion  images  in  a  com- 
pletely non-linear,  interactive  fashion. 

Your  delivery  system  can  be 
plugged  into  existing  audiovisual 
equipment,  or  you  can  carry  portable 


display  devices  wherever  you  go.  In 
addition,  because  your  laptop  is  more 
than  a  playback  machine,  you  can 
use  it  to  tweak  and  customize  your 
presentations  on  the  road — or  even 
during  a  presentation. 

In  short,  the  computerized  inte- 
gration of  audio-visual  communi- 
cation technologies  has  changed 
presentations  from  static,  one-shot 
events  into  evolving  and  engaging 
information  experiences. 


Personal 
Presentation 
Tools 

A  recent  Dataquest  study  of  over 
200  large  corporations  found  that  all 
of  the  respondents  are  now  using 
multimedia  in  some  fashion.  About 
33  percent  of  the  companies  reported 
that  they  use  multimedia  hardware 
and  software  tools  to  enhance  business 
presentations.  Roughly  22  percent 
said  they  use  some  form  of  new 
media  in  their  training  programs. 

What  is  behind  this  fast-growing 
trend  toward  using  multimedia  for 
business  communications  and  train- 
ing? What  have  the  early  adopter 
companies  discovered? 
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e  Presenter 

Introducing  Philips  ProScreen"  LCD  Projector 


Nothing  Is  Sharper,  Brighter  Or  More  Reliable. 

Hour  after  hour,  year  after  year,  you  can  count  on 
a  Philips  ProScreen™  LCD  projector  for  hassle-free 
presentations.  Regardless  of  what  you  project  or 
what  input  equipment  you  use,  it  gives  you 
outstanding  image  clarity  and  brightness.  In  fact,  it's 
so  bright  you  can  actually  make  your  presentations 
with  the  lights  on. 

For  more  details  on  the  projector  that  works  as 
hard  as  you  do,  fax  us  at  423-54 1  -5825. 


PHILIPS 
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On  the  hardware  side,  the  multi- 
media revolution  is  being  driven  by 
the  arrival  of  faster  and  more  powerful 
microprocessors,  such  as  the  Intel 
Pentium  and  the  PowerPC  developed 
by  the  consortium  of  Apple,  IBM,  and 
Motorola.  Computers  based  on  these 
microprocessors  have  the  horsepower 
to  handle  both  the  demands  of  multi- 
media production  and  the  operating 
system  enhancements  that  make 
desktop  multimedia  possible. 

In  addition,  the  software  necessary 
to  build  multimedia  programs  is  far 
more  approachable  than  it  was  just  a 
year  or  two  ago.  Multimedia  software 
has  become  both  accessible  and 
affordable,  bringing  the  creation  of 
multimedia  presentations  within 
the  reach  of  most  corporate  graphics 
and  communications  departments, 
and  even  making  such  productions 
possible  for  individual  business  people 

Traditional,  slide-based  presenta- 
tion programs  have  acquired  basic 
multimedia  capabilities.  New  programs 
that  simplify  authoring— the  creation 
of  multimedia  productions — are  now 
on  the  market.  Even  professional-level 
authoring  systems  designed  to  generate 


complex,  interactive-multimedia  pro- 
ductions have  become  less  expensive 
and  less  daunting  for  the  artistically 
minded  business  communicator. 

Together,  these  and  other  devel- 
opments, such  as  the  widespread 
adoption  of  CD-ROM  technology 
and  the  availability  of  affordable, 
high-quality  display  systems,  have 
created  an  environment  where  multi- 
media presentation  has  become  not 
only  feasible,  but  practical. 

And  yet,  the  most  important  reason 
that  computer-generated  presentations, 
especially  those  using  multiple  media 
sources,  have  come  on  so  quickly  is 
that  they  improve  the  communications 
process.  They  improve  your  ability 
to  communicate  a  message,  and  they 
increase  the  likelihood  that  your 
message  will  be  heard,  understood 
and  acted  upon.  In  other  words,  the 
new  breed  of  presentation  technolo- 
gies can  make  you  a  more  effective 
business  communicator. 

The  Persuasion  Process 

The  goal  of  any  presentation  is  to 
persuade  your  audience  to  take  an 


action  or  adopt  a  point  of  view,  and  to 
do  that  you  must  succeed  in  the  four 
steps  of  the  persuasion  process.  First, 
you  must  gain  their  attention,  then 
help  them  to  comprehend  your  mes- 
sage, then  bnng  them  into  agreement 
with  your  message  and  finally  induce 
them  to  retain  the  information  long 
enough  to  trigger  the  desired  result. 

The  powerful  new  multimedia 
presentation  products,  techniques, 
and  systems  available  today  are 
designed  specifically  to  improve  and 
facilitate  the  persuasion  process: 

Attention:  By  giving  you  access  to 
color,  sound,  motion  and  interactivity, 
multimedia  presentation  systems  help 
you  engage  your  audience  by  stimulat- 
ing their  senses  of  sight  and  sound  to 
a  greater  degree  than  was  ever  possible 
with  slides  and  overheads.  The  new 
generation  of  display  products  make  it 
possible  to  project  large,  bright  images 
that  are  necessary  to  capture  and  hold 
todays  media-saturated  audiences. 

Comprehension:  With  multimedia 
you  have  the  widest  possible  array  of 
techniques  and  media  elements  for 
explaining  your  message.  Charts,  graphs, 
photos,  sound  clips,  animations  and 
video  can  be  mixed  and  matched  in 
infinite  combinations  to  clearly  and 
concisely  explain  your  content. 

Agreement:  The  moment  of  truth 
for  any  presentation  is  that  point  at 
which  an  audience  chooses,  consciously 
or  subconsciously,  to  accept  the  validity 
and  importance  of  both  the  message 
and  the  presenter.  Multimedia  assists 
you  in  convincing  your  audience  by 
allowing  you  to  make  your  argument 
or  present  your  point  of  view  with  max- 
imum impact.  Multimedia  techniques 
also  allow  you  to  dynamically  adjust 
your  content  to  address  the  specific 
needs  and  interests  of  your  audience. 

Retention:  Studies  by  the  Department 
of  Defense,  the  3M  Institute  and  other 
organizations  have  proven  that  audience 
members  retain  more  information  and 


Information  au  Natural 


Not  only  do  multimedia  presentation  products  allow  us  to  receive  and 
deliver  information  faster  and  in  a  more  engaging  way,  they  allow  us  to 
experience  information  in  a  more  "natural"  form.  The  concept  of  natural 
or  "native"  media  is  based  on  the  simple  idea  that  for  the  most  effective 
communication  to  take  place,  information  should  remain  in  the  form  in 
which  it  was  originally  created.  If  you  want  your  audience  to  know  what 
a  particular  bird  sounds  like,  it's  better  to  let  them  hear  it  than  to  say, 
"It  goes,  ooeet,  tch,  tch,  ooeet."  If  you  are  introducing  a  new  television 
commercial,  it  is  better  to  run  it  than 
describe  it  in  words  or  sketches.  If  you 
want  your  audience  to  know  what  the 
CEO  thinks  about  the  business  climate, 
the  most  native  form  of  media  would  be 
the  CEO  in  person — lacking  that,  the  next 
most  natural  form  would  be  a  video,  then 
an  audio  clip  with  a  photo,  and  so  on. 


PresentingintheDigital  Age 


A  SPECIAL  ADVERTISING  SECTION 


rciam  it  longer  when  they  receive  the 
inforaaatiori  through  both  sight  and 
sound.  The  retention  improves  even 

i ,  when  the  presentation  requires 
the  audience  to  participate  in  some 
form  of  action  or  task,  such  as  clicking 
a  button  or  responding  to  a  question 
in  an  interactive  format. 

But  lets  face  it,  state-of-the-art, 
interactive  multimedia  presentation 
tools  are  useless  unless  they  are  used 
correctly  and  intelligently.  It's  up  to 
you  to  select  the  right  tools  for  the 
job  of  persuasion.  And  to  do  that  it 
is  necessary  to  develop  at  least  a  basic 
understanding  of  what  is  available 
and  how  they  work. 

[If  you  are  just  getting  started  in 
computerized  presentations,  beware 
of  multimedia  whiplash.  Multimedia 
is  glitzy,  but  it  can  also  be  a  lot  of 


gory  is  made  up  of  programs  that  were 
designed  from  the  ground  up  to  create 
and  deliver  multimedia  presentations. 
There  is  actually  a  third  category  of 
professional  authonng  tools,  but  the 
cost  and  steep  learning  curve  of  these 
products  makes  them  impractical  for 
use  by  most  business  presenters. 

Among  the  traditional  presentation 
packages  are  products  such  as  Adobe 
Persuasion  (Mac  &  Windows),  Claris 
Impact  (Mac,  Windows),  Corel  Presents 
(Windows),  Lotus  Freelance  Graphics 
for  Windows,  Micrografx  Charisma 
(Windows),  Microsoft  PowerPoint 
(Mac  &  Windows),  and  Software 
Publishings  Harvard  Graphics 
for  Windows. 

These  programs  let  you  integrate 
text  and  graphics  on  individual 
slides,  as  well  as  sort  and  rearrange 


...presentation  programs  can  also  produce  transition 
effects  (wipes,  dissolves,  etc.)... that  let  you  sequentially 
march  topics  onto  the  screen. 


work  and  requires  a  new  set  of  skills 
and  considerations.  If  you  rush  head- 
first into  multimedia  presentation  and 
something  goes  terribly  wrong,  the 
experience  could  send  you  running 
back  to  your  flip  charts — and  that 
would  be  a  mistake.] 


Product  Panoply 

So,  how  do  you  choose  from  the 
dizzying  variety  of  products  aimed  at 
the  corporate  presentations  market? 
Generally  speaking,  your  presentation 
begins  with  your  software. 

Presentation  software  programs  fall 
into  two  categories.  The  first  consists 
of  the  traditional  presentation  packages. 
These  are  computer  programs  that 
were  originally  designed  to  facilitate 
the  production  and  organization  of 
Md.es  and  overheads.  The  second  cate- 


the  sequence  of  "slides".  Most  pack- 
ages also  have  a  built-in  outliner  for 
fleshing  out  the  topics  and  sub-topics 
of  the  presentation.  These  programs 
also  let  you  build  templates  with 
recurring  elements,  such  as  corporate 
logos,  conference  titles,  or  a  unifying 
background,  which  are  then  automati- 
cally distributed  to  every  slide.  Most 
include  color-coordinated  style  tem- 
plates that  can  be  applied,  or  changed, 
globally  over  an  entire  presentation. 
And,  given  that  charts  and  graphs  are 
the  backbone  of  most  presentations, 
these  programs  typically  incorporate 
the  capability  to  generate  most  types 
of  graphs,  such  as  pie,  bar,  scatter  plots, 
and  in  some  cases,  even  3-D-style 
graphs.  In  addition,  these  programs 
will  typically  print  speakers  notes  and 
audience  handouts,  and  automatically 
display  the  images. 


For  the  most  part,  traditional  pre- 
sentation programs  follow  the  familiar 
slide-making  metaphor,  but  their 
strengths  and  approaches  can  differ. 
Programs  such  as  Harvard  Graphics 
for  Windows  and  DeltaGraph  Pro, 
which  began  their  lives 
as  business  and 
scientific  graphing  ^  * 

programs,  are 


stronger  for 
charting  applica- 
tions. For  example, 
DeltaGraph  Pro  can  produce  many 
uncommon  charts,  such  as  vector 
plots,  Pareto  statistical  graphs,  and 
3-D  scatter  charts. 

Other  programs,  such  as  PowerPoint 
and  Persuasion,  offer  a  greater  array  of 
graphics  construction  and  coloring  tools 
for  the  artistically  inclined,  such  as 
the  ability  to  produce  graduated  color 
backgrounds  in  a  variety  of  patterns.  And, 
although  Claris  Impact  is  quite  capable 
of  producing  slides,  it  uses  an  integrated 
document  approach  that  combines 
word  processing,  spreadsheet  analysis, 
and  business  graphing,  making  it 
suitable  for  longer,  wordier  projects. 

Today,  most  presentation  programs 
can  also  produce  transition  effects  (wipes, 
dissolves,  etc.)  and  moving-typeface-style 
animations  that  let  you  sequentially 
march  topics  onto  the  screen.  In  addi- 
tion, some  programs  have  evolved  to 


Presenlinginthet)igita]  Age 


Introducing  the  most 
powerful  LCD  projector 

under  theJain. 


feiectroiuc 

projection1 


1,000  ANSI  lumens  I  SVGA  resolution 


ie  new  JM  MP8650 
iiltimedia  Projector 

is  is  the  one  you've  been  waiting  for. 
e  first  and  only  multimedia  projector 
its  class  combining  an  awesome 
)00  ANSI  lumens  of  brightness  with 
e  SVGA  (800  x  600  pixel)  resolution. 

e  brighter  MP8650  far  eclipses  other 

projectors  for  pure  presentation 
wer.  You'll  see  the  difference  in 
iform  brilliance  and  total  image 
ality  -ttt:  even  with  the  lights  on 
the  sun  shining  in. 

true  SVGA  resolution  matches 
Jay's  leading-edge  notebooks  and 

._,  desktop  computers, 
_rv^L  I    I  pixel  for  pixel.  So 


you  get  full-screen,  high-resolution 
performance  without  having  to 
compress  the  image,  which  most 
other  projectors  require. 

But  there's  a  lot  more  to  the  MP8650 
than  bright,  ultra-sharp  images.  It's  easy 
to  use  and  set  up  — just  plug  and  play. 
It's  portable  enough  for  road  shows. 
Plus  it's  packed  with  all  the  advanced 
features  you  need,  including  two 
computer  and  two  video  inputs,  PC 
and  Macintosh  compatibility,  audio 
and  monitor  outputs  and  more. 

And  as  you'd  expect  from  the 
presentation  professionals  at  3M, 
every  MP8650  comes  with  unmatched 
technical  assistance,  service  and 
how-to  support. 


Learn  more  about  the  3M  MP8650  and 

what  else  is  new  from  the 

power  brand  in  electronic  ^^J*^*^W|| 

Contact  us 

today  f  or  a 

FREE  video  and  » 

interactive  CD-ROM  explaining 

presentation  technologies  and  solutions. 

We're  easy  to  reach 


http://>vww.mmm.anIl/<>^icc, 
e-muil:  prcsvntalions(&miiim.com 
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Introducing  the  presentation  series™ from  zeni 


...the  first,  and  only,  line  of  televisions  designed  specifically  for  superior  business  and  classroom 
presentations.  Ordinary  television  sets,  computer  monitors  and  overhead  projectors  can't 
deliver  the  impact  you  demand  for  more  impressive  and  memorable  presentations.  »>• 
The  Presentation  Series  is  available  in  25",  27"  32"  and  35"  screen  sizes  and  offers  a  projection  system  capable  of 
producing  images  up  to  a  twenty-foot  diagonal  screen  size!  Our  exclusive  PCZTV™  integrated 
VGA  conversion  technology  displays  most  Mac,  PC,  laptop  or  notebook  presentations  directly 
to  the  screen  size  that's  right  for  you.  >•»■  An  impressive  list  of  Presentation  Series'  custom- 
designed  innovations,  technologies  and  features  is  waiting  for  you.  Call  your  Zenith  sales 
representative  toll-free  at  1-800-884-1742  and  find  out  how  easily  the  Presentation 
Series  can  make  a  difference  with  your  next  business  or  classroom  presentation.  >•>•> 


Exclusive  integrated  PCZTV™scan  conversion  technology 
enables  you  to  directly  display  computer  graphics  with- 
out the  need  for  additional  cables  or  set-top  boxes. 


NEED    TO   GIVE   YOUR   BUSINESS  OR 
CLASSROOM  PRESENTATIONS   MORE  IMPAC 


TRY  US  ON 


FOR  SIZE 
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incorporate  basic  multimedia  capabili- 
ties, such  as  letting  you  add  sound 
tracks  and  digital  movies  to  your 
slides.  And  in  other  cases,  multimedia 
capabilities  can  be  applied  using  third- 
party  add-ons.  For  example,  Q/Media, 
Three  D  Graphics  Compadre  and 
Gold  Disk  Instant  Multimedia  all 
add  multimedia  tools  to  PowerPoint. 
Easy  to  use  and  affordable,  traditional 
presentation  programs  are  often  the 
perfect  vehicles  for  small-scale  multi- 
media projects.  Plus,  with  more 
manageable  learning  curves,  they 
can  be  excellent  introductory  tools 
for  novice  multimedia  producers. 

Mainline  (  &  £w 

Multimedia  ^—^Uw 

Products  in  the  second  category  of 
presentation  software  can  legitimately 
be  called  multimedia  tools.  These  are 
programs  that  were  designed  from  the 
ground  up  to  integrate  text,  graphics, 
audio,  animation  and  video.  They 
also  concentrate  on  adding  interactive 
capabilities  to  presentations. 

In  the  multimedia  presentations 
software  category  you  will  find 
programs  such  as  Alpha  Software 
Bravo  (Windows),  Ask  Me 
Multimedia  Super  Show  &  Tell 
(Windows),  Asymetrix  Compel 
(Windows),  Gold  Disk  Astound 
(Mac  &  Windows),  Macromedia 
Action!  (Mac  &  Windows), 
Multimedia  Design  mPower 
(Mac),  Q/Medias  Q/Media 
(Windows),  and  Soft  Craft 
Presenter  (Windows). 

As  a  rule,  these  programs  provide 
a  more  robust  production  envi- 
ronment than  traditional  presentation 
programs.  For  example,  they  often 
include  more  competent  drawing  tools 
and  usually  provide  more  advanced 
animation  features,  such  as  the  ability 
to  define  the  motion  of  graphic  objects 
along  paths  and  to  produce  key-frame 


animations.  With  key-frame  animation, 
you  build  specific  moments  in  the 
motion  of  the  graphic  objects — the 
key  frames — and  the  program  auto- 
matically generates  the  intervening 
frames,  a  process  called  "tweening." 

Plus,  you'll  find  that  these  programs 
are  equipped  with  better  controls 
for  coordinating  the  various  media 
elements  and  their  actions  over  time. 
In  most  cases  you  add  and  rearrange 
media  elements  by  simply  reshuffling 
the  sequence  of  icons,  setting  the  start 
and  end  points  for  each  element  by 
adding  tabs  to  a  timeline. 

In  addition,  most  multimedia 
presentations  programs  provide  pre- 
scripted  (programmed),  on-screen 
buttons  that  you  use  to  trigger  events 
in  the  presentation,  such  as  starting 
a  video  sequence,  or  launching  other 
linked  presentations.  Such  buttons, 
allow  you  to  incorporate  basic  on-screen 
interactivity  and  create  reasonably 
complex  presentations,  all  without 
getting  you  involved  in  the  intricacies 
of  programming.  Some  packages  even 
provide  pre-scripted  buttons  for 
accessing  hardware  devices,  such  as 
video  decks  and  CD-ROMs,  directly 


from  the  presentation — a  feature  that 
greatly  expands  your  choices  for  poten- 
tial presentation  content  and  provides 
some  of  the  capabilities  of  high-end 
multimedia  authoring  packages. 

However,  you  shouldn't  confuse 
these  programs  with  full-fledged 
authoring  tools.  They  have  neither 


the  power  nor  the  flexibility  of  true 
authoring  programs,  such  as 
Macromedia's  Authorware  Professional, 
mFactory  Metropolis,  Macromedia 
Director,  AimTech  IconAuthor  for 
Windows,  Allen  Communications 
Quest,  Global  Information's  TIE 
Authoring  System  for  Windows,  and 
American  Training  International's 
TourGuide  for  Windows,  and  others. 

If  you  are  planning  ambitious 
projects,  such  as  interactive  training 
modules  or  stand-alone  kiosks,  con- 
sider seeking  professional  design  help 
from  one  of  the  many  independent 
producers  who  specialize  in  creating 
multimedia  marketing  materials  and 
interactive-multimedia  training  courses 
for  corporations.  At  first,  that  might 
seem  like  an  expensive  proposition, 
but  when  you  factor  in  the  learning 
curve  for  authoring  programs  as 
well  as  the  time  required  to  develop 
a  multimedia  application,  the  cost 
is  reasonable.  That  way,  you  get  a 
professional  job  without  having  to 
become  a  multimedia  pro  yourself. 

Keep  in  mind  that  your  goal  should 
be  to  determine  which  program  best 
suits  the  type  of  presentations  you 


plan  to  create.  Don't  assume  the  most 
expensive  solution  is  automatically 
the  best.  For  sophisticated  multime- 
dia applications,  the  basic  products 
just  won't  be  up  to  the  task.  But  for 
general  corporate  presentations,  a 
multimedia  authoring  system  may 
be  overkill. 


...most  multimedia  presentations  programs  provide 
pre-scripted  (programmed),  on-screen  buttons...  [used] 
to  trigger  events  in  the  presentation,  ... allowing]  you 
to  incorporate  basic  on-screen  interactivity  and  create 
reasonably  complex  presentations,  all  without  getting 
you  involved  in  the  intricacies  of  programming. 
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Visually  " 

Speaking 
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"nee  you  have  created  your 
presentation  you  must  attend  to  the 
details  of  delivery.  No  matter  how 
intelligent,  persuasive  and  dazzling 
your  presentation  may  be  on  your 
desktop,  it  must  be  seen  and  heard  to 
be  appreciated.  Proper  selection  and 
use  of  display  technologies  can  mean 
the  difference  between  driving  your 
message  home  or  driving  it  off  a  cliff, 
so  you  are  well  advised  to  become 
familiar  with  the  options  that  are 
available  to  you. 

The  system  you  choose  for  dis- 
playing your  multimedia  presenta- 
tions will  depend  on  such  factors  as 
audience  size,  room  layout,  budget 
and  whether  or  not  you  will  need  to 
take  your  system  with  you  when  you 
travel.  Your  options  include  portable 
LCD  panels,  which  require  an  over- 
head projector,  portable  and  large- 
footprint  LCD  projectors,  CRT  projec- 
tion systems,  and  large-screen  presen- 
tation monitors.  In  addition,  a  new 
category  of  projectors,  based  on  the 
emerging  Digital  Light  Processing 
technology  (DLP),  is  just  coming  to 
market.  Each  of  these  display  systems 
provides  a  unique  solution.  The  better 
you  understand  the  different  features 
of  each,  the  better  able  you  will  be 
to  make  the  right  buying  decision. 


TVs  on  Steroids 
Presentation  Monitors 

When  addressing  small  groups 
of  two  to  three  people,  a  desktop 
computer  monitor,  particularly  one 
of  the  newer  17-  or  21 -inch  models, 
will  serve  as  an  adequate  presentation 
display  device.  But  with  more  than 
four  people  it  becomes  necessary  to 
crowd  uncomfortably  around  the 


are  often  used  to  provide  secondary 
displays  in  large  rooms  to  supplement 
the  image  on  the  main  projection 
screen.  Presentation  monitors  can  also 
be  useful  solutions  in  locations  where 
small  groups  of  people  can  easily 
congregate  around  the  screen,  such 
as  the  public  areas  at  corporate  head- 
quarters or  the  brightly-lit,  open 
spaces  of  trade  shows. 


Proper  selection  and  use  of  display  technologies  can 
mean  the  difference  between  driving  your  message 
home  or  driving  it  off  a  cliff... 


monitor  or  strain  to  see  the  screen 
clearly  from  across  the  table.  In  these 
circumstances,  one  of  the  best  solu- 
tions is  to  bring  in  a  presentation 
monitor.  These  units  range  in  screen 
size  from  about  25  inches  to  more 
than  45  inches  and  are  available  from 
a  number  of  manufacturers.  Prices 
range  from  about  $2,000  to  well  over 
$13,000,  depending  on  the  size  and 
capabilities  of  the  monitor. 

Presentation  monitors  are  best  suit- 
ed to  relatively  intimate  settings,  such 
as  boardrooms,  conference  rooms, 
and  training-center  classrooms.  They 


The  most  significant  difference 
between  presentation  monitors  and 
their  desktop-computer  cousins  is 
the  size  of  their  pixels.  This  is  usually 
referred  to  as  the  monitors  "dot 
pitch,"  and  is  normally  measured  in 
millimeters.  Most  modern  computer 
monitors  usually  have  a  dot-pitch 
ranging  from  .26  to  .28  mm,  while 
presentation  monitors  are  usually  in 
the  range  of  .7  to  .97  mm. 

Dot  pitch  measures  the  size  of  the 
openings  in  the  monitors  shadow 
mask,  a  mesh  that  sits  between  the 
monitors  electron  gun  and  the  phos- 
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It's  everything  you're  looking  for  brighter,  crisper,  more  accurate  images, 

in  a  portable  LCD  projector.  True  Plus  PC/Mac™  and  video  compatibility, 

rGA  resolution  for  use  with  the  newest  stereo  sound,  keystone  correction  and  a 

tebooks.  Metal  halide  lamp  technology  wireless  mouse.  All  this  with  plug-and-play 

d  full  16-million  color  reproduction  for  ease  in  a  compact,  easy-to-carry  package. 


All  for  under  $6000.  For  more  information 
and  a  free  demo,  call  1-800-BE-SHARP 
or  visit  us  today  at  www.sharp-usa.com. 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS  " 


©1996  Sharp  Electronics  Corporation.  LCD  Products  Group,  Sharp  Plaza,  Mahwah,  NJ  07430.  (201)  529-8731 
E-mail:  prolcd@sharpsec.com  Fax  (201)  529-9636.  Macintosh  is  a  trademark  of  Apple  Computer,  Inc. 
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"The  Big  Easy"  G1A  LCD 
projector  from  Mitsubishi 
Electronics  America,  Inc. 


Hitachi  CPL540 
LCD  Projector 


phors  embedded  in  the  screen.  It's  the 
electrons  shot  through  this  mesh  that 
excite  the  phosphors  to  produce  the 
image,  and  generally  speaking,  the 
smaller  the  dot  pitch,  the  sharper  and 
crisper  the  image. 

But  that  only  holds  when  the  view- 
er is  in  close- proximity  to  the  screen. 
Move  away  from  a  desktop  computers 
monitor  and  the  image  gets  dim  and 
fuzzy  because  the  small-sized  shadow 
mask  essentially  chokes  off  the  light. 
The  larger  mesh  of  presentation  moni- 
tors lets  through  sufficient  light  for  the 
image  to  be  clear  and  well-defined  at 
longer  distances. 

Most  presentation  monitors  can 
synchronize  themselves  to  signals 
from  a  variety  of  sources.  Most  units 
also  accept  input  from  Macintosh  and 
PC  computers,  usually  via  VGA  boards. 
All  units  sold  in  the  U.S.  accept  NTSC 
video  signals,  the  North  American 
standard,  so  you  can  connect  video 
cameras,  VCRs,  and  display  TV  images. 
In  addition,  some  models  accept  PAL 
and  SECAM,  the  European  video 
standards,  as  well  as  S-Video,  a  higher 
quality  video  format. 

Most  models  offer  at  least  600 
lines  of  resolution  for  NTSC  video 
and  800  by  600  resolution  for  com- 
puter input,  but  some  units  only  pro- 
vide 640  by  480  displays  and  others 
go  up  to  1280  by  1024  resolution. 
The  type  of  presentations  you  create 
will  determine  how  much  resolution 
you  need.  In  most  cases,  the  lower-  or 
middle-of-the-road-resolution  models 
will  do  just  fine.  But  if  you  need  to 
display  highly-detailed  images  crisply, 
CAD  drawings  for  instance,  then  its 
worth  investing  in  one  of  the  higher- 
resolution  models. 

Monitors  with  flat-screen  displays 
are  less  subject  to  glare  and  suffer  less 
from  edge  distortion  than  curved-screen 
models.  So  consider  the  conditions 
under  which  the  monitor  is  to  be 
viewed.  It  never  hurts  to  test  view  a 


monitor,  especially  if  you  have  par- 
ticular requirements. 

Other  things  to  consider  are  ease-of- 
use  issues,  such  as  the  accessibility 
of  video  controls,  whether  the  model 
uses  a  wireless  or  tethered  remote,  and 
whether  it  provides  built-in  speakers. 
For  example,  if  the  monitor  is  to 
remain  in  a  permanent  boardroom 
cabinet,  side-panel  controls  might  be 
inaccessible.  Similarly  speakers  posi- 
tioned at  the  sides  of  the  monitor 
would  be  muffled  in  such  an  installa- 
tion. And,  if  you're  one  to  walk 
around  while  presenting,  a  tethered 
remote  may  be  a  constraint,  whereas 
someone  else  might  find  a  wireless 
unit  too  easy  to  misplace. 


Portable 
Brilliance 


LCD  Panels  &  Projectors 

In  recent  years,  LCD  (Liquid  Crystal 
Display)  panels  and  LCD  projectors 
have  become  popular  presentation 
display  systems.  Similar  in  operation 
to  the  LCD  screens  common  to 
portable  computers,  these  devices 
are  connected  to  the  video  port  of  a 
computer  and  let  you  project  images 
on  a  wall  or  projection  screen. 
Combined  with  a  laptop  computer, 
these  devices  are  ideal  for  portable 
presentations. 

LCD  panels  are  flat  devices,  square 
or  rectangular  in  shape.  Generally, 
they're  about  the  thickness  of  a  laptop 
computer  and  weigh  in  the  neighbor- 
hood of  seven  pounds  or  less.  The 
panel's  LCD  matrix  is  sandwiched 
between  glass  plates  on  either  side, 
so  that  the  light  from  an  overhead 
projector  (OHP)  can  travel  through 
the  panel.  It  is  important  to  remember 
that  LCD  panels  require  a  transitive 
OHP,  one  with  the  light  source  located 
in  the  base  of  the  projector  and  shin- 
ing upward  through  the  LCD  panel. 
Reflective  OHPs  that  shine  the  light 
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DAVIS  Powerbeam  IV  and  V 
/ith  Digital  Light  Processing™  technology 
The  digital  presentation  solution. 


Digital  high  brightness  presentations  with  the  new 
DAVIS  Powerbeam  DLP  projectors. 


DAVIS  Powerbeam  projectors  for  professional  presentations 


The  new  DAVIS  Powerbeam  DLP  line  of  projectors  are 
high  brightness,  digital  and  easy  to  use  projectors  with 
unique  features  for  all  your  presentation  needs. 

DAVIS  Powerbeam  DLP  projectors  are  not  simple  light- 
boxes,  but  reaj  solutions  to  real  presentation  needs: 
Small  and  compact  for  easy  travel,  high  brightness  for 
independence  of  ambient  light  conditions,  power  zoom 
for  easy  positioning,  icon  based  menu  for  true  plug  and 
play  set-up,  interactive  remote  for  full  computer  mouse 
control,  presentation  utility  software  for  added  impact 


and  of  course  Digital  Light  Processing  for  simply  the  best 
image  quality  around! 

The  DAVIS  Powerbeam  DLP  projectors  are  ideal  for 
true  multimedia  presentations  and  will  present  computer 
and  video  images  with  the  same  outstanding  brightness, 
clarity  and  contrast. 
An  optional  TV  tuner  is  even 
available  for  direct 
connection  to  satellite/ 
cable  TV 


EXA3  INSTRUMENTS  TECHNOLOGY 


The  unique  icon  based,  multilingual  on-screen 
menu  system  ensures  that  adjustments  are 
easy  and  intuitive  to  perform,  with  instant 
ack 


A  brighter  way  of  presenting 

DAVIS  North  America 
8  Lake  Street,  P.O.Box  1 28,  Rouses  Point,  NY  1 2979-1029. 
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clown  onto  the  document  stage  won't 
work  with  LCD  panels. 

For  good  quality  images,  most 
panel  manufacturers  recommend 
OHPs  that  can  produce  a  minimum  of 
3,000  lumens,  a  standard  measurement 
of  light  intensity.  However,  to  produce 
clear  images  in  rooms  with  higher  lev- 
els of  ambient  light,  you  might  need 
an  OHP  with  greater  light  output. 
Note  that  a  super-bright  OHP  can 
sometimes  damage  the  LCD  matrix  of 
the  panel,  so  it  is  important  to  consult 
the  user  manual  to  make  certain  the 
light  intensity  remains  within  the 
panels  specified  operating  parameters. 

The  screens  of  LCD  panels  range  in 
size  from  about  eight  inches  to  just 
over  ten  inches,  measured  diagonally. 
The  smaller  panels  produce  images  at 
640  by  480  resolution  making  them 
compatible  with  Macs  and  most  PC 
display  controllers.  They  can  project 
images  as  large  as  10  feet  diagonally, 
suitable  for  use  in  average -sized  con- 
ference rooms.  Some  of  the  larger  10- 
inch  panels  can  produce  up  to  1024 
by  768  resolution  and  project  larger 
images,  making  them  suitable  for 
small  auditoriums  and  other  sizable 
venues.  Prices  range  from  just  under 
$2,000  to  more  than  $10,000. 

Like  the  LCD  screens  used  in  laptop 
and  notebook  computers,  LCD  panels 
can  be  of  either  passive  or  active  matrix 
design.  Active  matrix  displays  respond 
to  and  recover  from  the  display  signal 
more  quickly  than  passive  matrix  displays, 
resulting  in  faster  screen  refresh  rates. 
In  practice,  this  means  active  matrix 
panels  produce  sharper,  clearer,  more 
steady  images  and  better  color  repro- 
duction. That  might  not  be  critical 
with  relatively  static  presentations,  but 
if  you  intend  to  project  high-quality 
photo  images,  a  multimedia  presentation, 
or  live  video,  an  active  matrix  display 
is  essential. 

While  LCD  panels  require  an  OHP 
to  provide  the  light  source  and  magnifi- 


cation optics,  their  close  cousins,  LCD 
projectors,  are  stand-alone  units  that 
incorporate  the  LCD  display,  the  light 
source,  and  the  projecting  optics.  The 
tradeoff,  of  course,  is  that  LCD  projectors 
are  bulkier  and  heavier  than  panels. 

LCD  projectors  can  be  either 
portable  units,  weighing  between  9  anc 
about  25  pounds — beyond  25  pounds 
they  can  only  delusionally  be  called 
portable.  Since  the  light  source  is  built- 
in,  it  can  be  matched  to  the  character- 
istics of  the  LCD  display,  so  projectors 
generally  produce  higher  quality 
images  and  perform  better  in  large 
halls  than  comparable  LCD  panels. 

Like  LCD  panels,  LCD  projectors 
offer  a  variety  of  features  to  make  mul- 
timedia presentations  easier  and  more 
effective,  including  remote  controls, 
cabling  options  and  direct  video  inputs 
— as  noted  most  projectors  and  panels 
support  a  combination  of  the  NTSC, 
PAL,  SECAM,  and  S-video  standards, 
and  many  models  can  display  multiple 
signals  simultaneously,  letting  you  mix 
computer  output  with  video  images. 
Some  have  cable  ready  TV  tuners  and 
at  least  one  model  provides  a  port  for 
attaching  PCMCIA  cards,  letting  you 
run  a  presentation  stored  in  the  cards 
memory.  Unlike  most  LCD  panels, 
LCD  projectors  typically  incorporate 
built-in  speakers  large  enough  and 
powerful  enough  to  amplify  audio  for 
a  mid-to-large-size  room. 


The  Big  Picture 
CRT  and  Light 
Valve  Projectors 


Although  LCD  panels  and  projec- 
tors have  made  great  technological 
strides  in  recent  years,  if  you  are  after 
the  largest,  brightest,  highest  resolu- 
tion images  that  can  get,  you  will  want 
to  consider  a  CRT  (cathode  ray  tube) 
projector,  or  even  one  of  the  powerful 
(and  costly)  light  valve  projectors  that 
are  now  available. 
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For  the 


High  Luminosity  for  easy  viewing,  even  in  bright  surroundings 


Brightest 


-SCAN  system  enables  direct  connection  with  BOTH  IBM  AND  Mac®  systems 


. .  .the  Hitachi  CPL  540 
Multimedia  LCD  Projector 


The  Hitachi  CPL  540  LCD  Projector  packs 
high  luminosity  into  a  lightweight,  easily  portable 

unit,  designed  to 
deliver  dynamic 
presentations. 
With  the  newly 
developed 
illuminated  remote 
control,  adjusting 


and  operating  the  projector  is  simply  a  matter  of  a 
few  clicks,  including  a  variety  of  mouse  functions 
which  allow  an  operator  to  make  presentations 
without  assistance  from  almost  any  Windows  3.1 1 
or  Windows  95  equipped  PC. 

For  extra  convenience  and 
flexibility,  this  projector  is  capable 
of  displaying  any  VGA  or  S-VGA 
(800x600)  input  signal. 


|  <  mm     i  -      *  || 
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HITACHI 

Multimedia  Systems  Division 


National  Headquarters:  3890  Steve  Reynolds  Boulevard,  Norcross,  GA  30093,  Phone:  (800)  241-6558,  Fax:  (770)  279-5696 
Illinois:  1600  Golf  Road,  Suite  1 120,  Rolling  Meadows,  IL  60008,  Phone:  (847)  593-1500,  Fax:  (847)  593-2436 
California:  905  E.  South  Street,  Anaheim,  CA  92805,  Phone:  (714)  517-6000,  Fax:  (714)  517-6003 
Canada:  6740  Campobello  Road,  Mississauga,  Ontario  L5N  2L8,  Phone:  (905)  821-4545 
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Guess  You  Could  Say 
We  Know  A  Little 
About  Big  Presentations, 
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Mitsubishi  can  make 
your  next  presen- 
tation more 
memorable  with 
its  MegaView 
large  screen 
monitors  or  The 
Big  Easy  CRT  and 
LCD  projectors 


When  it  comes  to  high-impact  presentation  technology,  you  can  expect 
Mitsubishi  Electronics -the  originator  of  Diamond  Vision® -to  set  the 
standard  in  performance,  reliability  and  innovation. 


Meg^ie\a 


Mitsubishi  Electronics  offers 
a  complete  range  of  presen- 
tation product  solutions  for   The  B,szest  Name  ln  L2rse  Screen  Monito 
business.  MegaView  color  monitors  from  29"  to  42" 
"fthe  *       (27.0"  to  40.0"  diagonal  viewable  image). 

012  r,ie  6,g  Easy  GIA  LCD  or  The  Bi* Easy  1281 

easy&™  CRT  projectors.  Each  compatible  with 
virtually  any  video  and  computer  source. 

Whatever  your  requirements,  Mitsubishi  can  help  you 
make  a  big  impression. 


Call  1-800-843-2515  for  complete  details. 

For  Qwikfax,  call  1-800-937-2094.  World  Wide  Web  http://www.mitsubishi-display.com 

©  1 99ft  Mitsubishi  Electronics  America.  Inc.  Diamond  Vision  is  a  registered  trademark  and  MegaView  and 
The  Big  Easy  are  trademarks  of  Mitsubishi  Electronics  America.  Inc. 
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Both  the  CRT-type  and  the  light 
valve-type  are  high-end  products. 
Though  the  sizes  vary,  neither  type 
could  be  considered  a  personal 
portable  projector  in  any  sense.  While 
one  or  two  models  weigh  in  under  50 
pounds,  the  majority  tip  the  scales  at 
several  hundred  and  some  even  weigh 
more  than  1 ,000  pounds.  They  are 


graphics,  according  to  their  horizontal 
scan  rate.  Video  projectors  can  accept 
standard  NTSC  video  signals  at 
15.75kHz.  Data  projectors  accept 
signal  frequencies  from  15  to  37kHz, 
suitable  for  text  based  computer  out- 
put. Graphics  projectors  can  accept 
frequencies  from  15  to  80kHz,  mak- 
ing them  suitable  for  handling  more 


...the  first  products  incorporating  a  new  projection 
technology  have  begun  arriving  on  the  market. .  .this 
technology  is  called  Digital  Light  Processing  (DLP), 
and  in  the  coming  years  it  may  dramatically  improve 
the  quality  of  presentation  images. 


usually  intended  for  permanent  instal- 
lation in  locations  such  as  boardrooms 
and  corporate  auditoriums  or  are 
shipped  and  installed  in  temporary 
settings,  such  as  trade  shows  and  con- 
ferences. Prices  range  from  just  over 
$4,000  to  the  tens  of  thousands,  with 
some  models  well  into  six  figures. 

CRT  projectors  are  based  on  dis- 
play technology  similar  to  that  used  in 
an  ordinary  television  set  or  desktop 
computer  monitor.  Most  CRT  projec- 
tors use  three  separate  phosphor-coat- 
ed tubes  (red,  green,  and  blue),  each 
with  its  own  video  amplifier  and  lens 
system.  The  three  images  are  projected 
onto  the  screen  where  they  merge  to 
form  the  final  image. 

Light  valve  projectors  use  several 
different  imaging  systems,  including 
LCD  and  CRT  technologies.  Usually 
these  projectors  use  a  single  lamp  and 
lens  system.  A  dichronic  filter  divides 
the  light  into  red,  green,  and  blue 
components.  The  three  beams  are 
modulated  according  to  the  image, 
then  are  recombined  and  projected 
on  the  screen. 

CRT  and  light  valve  projectors  are 
divided  into  several  categories,  includ- 
ing video,  data,  graphics,  and  super 


complex  images,  while  super  graphics 
models  can  handle  frequencies  up  to 
135kHz.  Naturally  the  costs  rise  accord- 
ingly, so  your  first  job  is  to  determine 
the  intended  use  of  the  projector. 
Today,  the  majonty  of  projector  models 
sold  are  in  the  graphics  category. 


Mirror  Magic 
Digital  Light  Processing 

In  the  past  few  months,  the  tirst 
products  incorporating  a  new  projec- 
tion technology  have  begun  arriving 
on  the  market.  Developed  by  Texas 
Instruments  (Tl)  this  technology  is 
called  Digital  Light  Processing  (DLP), 
and  in  the  coming  years  it  may  dra- 
matically improve  the  quality  of  pre- 
sentation images.  Texas  Instruments 
has  already  licensed  the  technology  to 
a  number  of  projector  manufacturers, 
including  Davis,  Digital  Projection, 
Electrohome,  InFocus,  nView, 
Proxima,  and  Sony. 

At  the  risk  of  oversimplification, 
DLP  projection  technology  works  by 
using  TFs  Digital  Micromirror  Device 
(DMD),  essentially  a  RAM  chip  paint- 
ed with  microscopic  aluminum  mir- 
rors that  can  be  individually  switched 


on  or  off  to  reflect  light.  The  DMD 
chip  itself  measures  about  1  by  1.5 
centimeters.  The  individual  mirrors, 
each  corresponding  to  one  pixel,  mea- 
sure 16  by  16  microns,  with  a  dis- 
tance of  only  1  micron  separating  one 
mirror  from  another.  The  640  by  480 
working  resolution  of  the  D-400  DMD 
is  produced  by  307,200  individual 
mirrors  packed  into  a  .625  inch- 
wide  area.  Light  from  a  high-inten- 
sity source,  such  as  a  metal  halide 
bulb,  is  bounced  off  of  the  micro- 
scopic mirrors  and  memory  cells 
beneath  each  of  them  are  turned 
on  or  off  digitally.  The  angle  of  the 
mirrors  is  altered  to  reflect  more 
or  less  light.  The  reflected  light  is 
passed  through  color  filters  and  is 
focused  by  the  systems  optics  to  pro- 
duce the  projected  image. 

The  DLP  system  controls  the  state 
of  the  DMD  chip,  coordinating  the 
angle  of  the  mirrors  and  directing 
reflected  light  through  the  filters  over 
1,000  times  every  second.  The  ultra- 
fast  refresh  rate  produces  crisp,  steady 
images  that  can  be  continually  fine- 
tuned  to  changing  lighting  conditions. 

Further,  the 
microscopic 
distance  between 
mirrors  means 
that  individual 
pixels  can  be 
spaced  closer 
together,  with 
smaller  inter-pixel 
gaps,  than  is 
possible  with 
an  LCD  matrix. 
The  closer  pixels 
are  to  each  other, 
the  better  an 
image  appears. 
Consequently,  a 
DMD-based  projector  with  an  output 
resolution  of  640  by  480  can  produce 
images  superior  to  those  of  a  similar 
resolution  LCD  device. 
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Revolution 

3000 
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When  it  comes  to 
your  projection 
system  needs, 
Boxlight  Delivers 

■  Over  50  models  in  stock 

■  Knowledgeable  sales 
people 

■  Projectors  from  $2,999 

■  Panels  starting  at  $1,499 

■  FREE  Lifetime  technical 
support 

■  30-day  money  back 
guarantee 

■  1 1  years  of  experience 
and  service 


"My  Boxlight  Representative 
answered  each  of  my  questions 
with  thorough  knowledge, 
kindness  and  patience. 
Because  of  the  efforts  and 
attitudes  of  Boxlight  sales 
representatives,  not  to 
mention  top  quality  products, 
I've  become  a  customer  for 
life!"  -John  Matusin,  President  of 
liusiiiess  Insights  Group 


http://www.boxlight.com 


JSOXUGHT" 

CORPORATION 


PRESENTING  A  BETTER  WAY 


800x600  SVGA 
Power  Zoom  Focus 
Video  Capable 


500  ANSI  Lumens 

Wireless  PC  Mouse 

PC  and  Mac  Compatible 


Revolution  3000 


Call  Today  and  We  Will  Have 
You  Looking  Good  Tomorrow 

Looking  for  a  quick  way  to  improve  your 
image?  Our  new  Revolution  3600  projector 
is  the  lightest,  brightest  high-resolution 
projector  you  can  get. 
We  can  even  set  you  up 
with  a  rental  or  arrange 
a  low-cost  lease.  Is  10am 
tomorrow  soon  enough? 


Boxlight  4801 


N  u  M  B  E  R 

ONE 

In  Rentals 


Boxlight  3080+ 


CALL  1-800 -762- 5757  TODAY! 


Government:  (800)  497  4009  Resellers:  (800)  736  6956 
International:  (360)  779  7901  Rental:  (800)  736  6954 
Fax:  (360)  779  3299  Education:  (800)  689  6676 


ups 


Monday  -  Friday,  6am  -  5pm  PST.  Purchase  orders  accepted. 
Prices  subject  to  change.  Quantities  may  be  limited  to  stock  on  hand. 

*  30-day  money  back  guarantee  does  not  apply  to  Resellers. 
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A  SPECIAL  ADVERTISING  SECTION 


In  addition,  the  DLP  system  is  much 
more  efficient  than  an  LCD-based  display, 
permitting  most  of  the  source-lamps  out- 
put (as  much  as  90  percent,  according  to 
the  manufacturers)  to  be  reflected  onto 
the  screen.  With  LCD  systems,  the  light 
must  be  transmitted  through  the  LCD 
matrix,  as  well  as  several  layers  of  glass, 
leading  to  significant  light  absorption. 
Superior  bnghtness  means  that  the  DLP 
system  can  project  images  with  good 
contrast  and  color  saturation  in  normal 
ambient  light  situations. 

The  one-chip-based  DLP  projectors 
currently  in  production  are  limited  to  640 
by  480  resolution,  but  by  next  year  three- 
chip  models,  capable  of  displaying  higher 
resolutions  and  brighter  images  can  be  ex- 
pected. The  first  DLP-based  projectors  are 
pnced  in  the  just  under  $10,000  range 


You  are  the  Message 

One  final  note  before  you  dive 
head  first  into  multimedia  presentation. 
While  multimedia  presentation  hardware 
and  software  and  the  techniques  that  go 
with  them  can  help  you  communicate 
with  greater  power  and  impact,  they  are 
not  a  panacea  for  poor  content  or  weak 
presentation  skills.  In  fact,  they  require 
that  you  make  an  investment  not  only  in 
products  but  in  the  time  learning  how  to 
use  them  effectively  both  on  stage  and  off. 

Multimedia  facilitates  and  enhances 
your  communication  capabilities,  but  it 
is  no  substitute  for  a  cool,  polished, 
well-informed  presenter  or  a  strong  and 
clear  message. 

This  supplement  was  prepared  by  Robert  L. 
Lindstrom  and  Carlos  Domingo  Martinez 
for  Knowledge  Industry  Publications,  inc., 
publisher  of  AV  Video  &  Multimedia 
Producer  magazine. 

Editorial  Offices:  701  Westchester  Avenue 
White  Plains,  NY  10604  (914)  328-9157 
FOR  SUBSCRIPTION  INFORMATION: 

Contact  Mykl  Neufeld  at  (914)  328-9157 

FAX:  (914)  328-2024 

E-MAIL:  72123.353@compuserv.com 

DESIGNED  BY: 

ArchStreet  Design,  Greenwich,  CT 


CASE  STUDY: 

GENERAL  MEDIA  INTERNATIONAL 

It's  never  easy  to  sell  advertising  space  in  new  publications. 
Publishers  always  need  to  convince  advertisers  that  it's  worth 
their  investment.  So  imagine  the  difficulty  General  Media 
International  faced  when  they  tried  to  entice  companies  to  adver- 
tise in  an  entirely  new  type  of  publication  —  the  on-line  magazine. 

When  General  Media,  the  publishers  of  such  magazines  as 
Omni,  Compute,  and  Longevity,  wanted  to  launch  electronic 
versions  of  its  magazines  in  conjunction  with  America  On-Line, 
the  company  needed  to  show  potential  advertisers  how  an  ad 
would  look  in  an  electronic  environment.  And  very  often,  they 
needed  to  educate  the  client  about  the  nature  and  potential  of 
electronic  publishing  in  general.  Hard  to  do,  when  an  ad  prospect 
might  have  absolutely  no  experience  with  on-line  services. 

The  solution  was  to  build  an  interactive  multimedia  pre- 
sentation that  would  mimic  the  on-line  environment  and  would 
give  the  prospective  client  a  taste  of  the  electronic  magazine 
experience.  General  Media  chose  to  create  the  presentation  with 
Macromedia's  Action!,  an  excellent  program  for  developing 
easy-to-use  multimedia  productions. 

The  results  were  even  better  than  General  Media  expected. 
"After  watching  our  presentations,  our  prospective  clients  are 
stunned,"  says  Paul  Benenati,  Manager  of  Electronic  Media 
Presentations  for  General  Media.  "The  presentations  result  in 
a  stronger  and  much  better  reaction  from  the  prospect." 

Using  the  multimedia  presentation,  General  Media's  sales 
representatives  can  show  the  client  exactly  how  their  advertising 
will  look  in  electronic  form.  Usually,  the  presentation  is  customized, 
so  each  potential  advertiser  can  see  a  sample  ad  complete  with 
the  company's  logo.  "Our  sales  people  seem  to  enjoy  it,"  says 
Benenati.  "It's  easy  to  use  and  they  can  tailor  things  in  the 
presentation  to  suit  the  client." 

Benenati  also  appreciates  how  easy  it  is  to  develop  presenta- 
tions with  Action!.  "Because  I  spend  minimal  time  putting  together 
an  interactive  presentation,"  Benenati  adds,  "my  hours  are  mine, 
which  frees  me  up  to  tackle  some  of  my  other  responsibilities." 

In  New  York,  General  Media  brings  the  client  to  their 
offices,  where  they're  assured  of  a  well-equipped  presentations 
system.  From  the  Los  Angeles  and  San  Francisco  offices,  how- 
ever, sales  representatives  equipped  with  laptop  computers 
take  the  same  presentations  right  to  the  offices  of  prospective 
clients.  These  on-site  sales  calls  have  been  so  successful  that 
General  Media  plans  to  expand  the  program  to  other  offices 
in  the  U.S.  and  internationally. 
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Kf%rw\f MWfc     Audio  Visual  Products  Division 


2900  Dukane  Drive 
St.  Charles;  IL  60174 


When  you're  in  front  of  a  tough  crowd, 
you  don't  want  to  lay  an  egg. 

That's  why  Dukane  offers  the  ImagePro®  701 
-  the  simple  and  affordable  way  to  make  evei) 
presentation  a  winner. 

Compact,  rugged  and  easy-to-use,  this  versat 
data/video  projector  lets  you  blend  the  latest 
multimedia  technologies  into  a  dynamic, 
engaging  presentation. 

The  ImagePro  7010: 

•  lets  you  present  multimedia  information 
that  improves  learning  and  retention 

•  features  digital  image  adjustment  and  a 
backlighted  remote  for  tons  of  freedom 
and  total  control  of  your  presentation 

•  can  be  yours  for  as  little  as  $198  a  mont: 
(even  cheaper  by  the  dozen) 

If  you  want  to  deliver  dazzling 
presentations  that  captivate  the  room, 
the  ImagePro  7010  is  the  one 
projector  you  need! 


Approximate  cost  for  a  I 
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Please  call,  fax,  or  e-mail  us  today  for  mo 
information  on  this  eggciting  product! 

Ph:  800-676-2485 
800-676-2486 
Fax:  630-584-5156 
e-mail:  avsales@dukane.coi 


PUBLIC  LIFE 

TOM 

SORRY,  BUT  YOUR  SOUL  JUST  DIED 

WOLFE 


Being  a  bit  behind  the  curve,  I  had  only  just  heard 
of  the  digital  revolution  last  February  when  Louis 
Rossetto,  cofounder  of  Wired  magazine,  wearing  a 
shirt  with  no  collar  and  his  hair  as  long  as  Felix 
Mendelssohn's,  looking  every  inch  the  young  Cali- 
fornia visionary,  gave  a  speech  before  the  Cato  Institute 
announcing  the  dawn  of  the  twenty-first  century's  digital  civ- 
ilization. As  his  text,  he  chose  the  maverick  Jesuit  scientist 
and  philosopher  Pierre  Teilhard  de  Chardin,  who  fifty  years 
ago  prophesied  that  radio,  television,  and  computers  would 
create  a  "noosphere,"  an  electronic  membrane  covering  the 
earth  and  wiring  all  humanity  together  in  a  single  nervous 
system.  Geographic  locations,  national  boundaries,  the  old 
notions  of  markets  and  political  processes — all  would  become 
irrelevant.  With  the  Internet  spreading  over  the  globe  at 
an  astonishing  pace,  said  Rossetto,  that  marvelous  modem- 
driven  moment  is  almost  at  hand. 

Could  be.  But  something  tells  me  that  within  ten  years,  by 
2006,  the  entire  digital  universe  is  going  to  seem  like  pretty 
mundane  stuff  compared  to  a  new  technology  that  right  now 
is  but  a  mere  glow  radiating  from  a  tiny  number  of  Ameri- 
can and  Cuban  (yes,  Cuban)  hospitals  and  laboratories.  It  is 
called  brain  imaging,  and  anyone  who  cares  to  get  up  early 
and  catch  a  truly  blinding  twenty-first-century  dawn  will  want 
to  keep  an  eye  on  it. 

Brain  imaging  refers  to  techniques  for  watching  the  human 
brain  as  it  functions,  in  real  time.  The  most  advanced  forms 
currently  are  three-dimensional  electroencephalography  using 
mathematical  models;  the  more  familiar  PET  scan  (positron- 
emission  tomography);  the  new  fMRI  (functional  magnetic 
resonance  imaging),  which  shows  brain  blood-flow  patterns, 
and  MRS  (magnetic  resonance  spectroscopy),  which  measures 
biochemical  changes  in  the  brain;  and  the  even  newer  PET 
reporter  gene/PET  reporter  probe,  which  is,  in  fact,  so  new 
that  it  still  has  that  length  of  heavy  lumber  for  a  name.  Used 
so  far  only  in  animals  and  a  few  desperately  sick  children,  the 
PET  reporter  gene/PET  reporter  probe  pinpoints  and  follows 
the  activity  of  specific  genes.  On  a  scanner  screen  you  can 
actually  see  the  genes  light  up  inside  the  brain. 

By  1996  standards,  these  are  sophisticated  devices.  Ten 
years  from  now,  however,  they  may  seem  primitive  compared 
to  the  stunning  new  windows  into  the  brain  that  will  have 
been  developed. 

Brain  imaging  was  invented  for  medical  diagnosis.  But  its 
far  greater  importance  is  that  it  may  very  well  confirm,  ^212 
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jjg       ffi*  211  4  in   ways  too  precise  to  be 
I^WSk  disputed,  certain  theories  about  "the 
"5  W  %0'  Hi  mind,"   the  self,"  "the  soul,"  and  "free 

will"  that  are  already  devoutly  believed  in  by  scholars  in  what 
is  now  the  hottest  field  in  the  academic  world,  neuroscience. 
Granted,  all  those  skeptical  quotation  marks  are  enough  to  put 
anybody  on  the  qui  vive  right  away,  but  Ultimate  Skepticism 
is  part  of  the  brilliance  of  the  dawn  I  have  promised. 

Neuroscience,  the  science  of  the  brain  and  the  central  ner- 
vous system,  is  on  the  threshold  of  a  unified  theory  that  will 
have  an  impact  as  powerful  as  that  of  Darwinism  a  hundred 
years  ago.  Already  there  is  a  new  Darwin,  or  perhaps  I  should 
say  an  updated  Darwin,  since  no  one  ever  believed  more  reli- 
giously in  Darwin  I  than  he  does.  His  name  is  Edward  O.  Wil- 
son. He  teaches  zoology  at  Harvard, 
and  he  is  the  author  of  two  books  of 
extraordinary  influence,  The  Insect 
Societies  and  Sociobiology:  The  New 
Synthesis.  Not  A  new  synthesis  but  The 
new  synthesis;  in  terms  of  his  stature 
in  neuroscience,  it  is  not  a  mere  boast. 

Wilson  has  created  and  named  the 
new  field  of  sociobiology,  and  he  has 
compressed  its  underlying  premise  into 
a  single  sentence.  Every  human  brain, 
he  says,  is  born  not  as  a  blank  tablet  (a 
tabula  rasa)  waiting  to  be  filled  in  by 
experience  but  as  "an  exposed  negative 
waiting  to  be  slipped  into  developer 
fluid."  You  can  develop  the  negative 
well  or  you  can  develop  it  poorly,  but 
either  way  you  are  going  to  get 
precious  little  that  is  not  already 
imprinted  on  the  film.  The  print  is  the 
individual's  genetic  history,  over  thousands  of  years  of  evo- 
lution, and  there  is  not  much  anybody  can  do  about  it.  Fur- 
thermore, says  Wilson,  genetics  determine  not  only  things 
such  as  temperament,  role  preferences,  emotional  respons- 
es, and  levels  of  aggression,  but  also  many  of  our  most  revered 
moral  choices,  which  are  not  choices  at  all  in  any  free-will 
sense  but  tendencies  imprinted  in  the  hypothalamus  and  lim- 
bic regions  of  the  brain,  a  concept  expanded  upon  in  1993  in 
a  much-talked-about  book,  The  Moral  Sense,  by  James  Q. 
Wilson  (no  kin  to  Edward  O.). 

This,  the  neuroscientific  view  of  life,  has  become  the 
strategic  high  ground  in  the  academic  world,  and  the  battle 
for  it  has  already  spread  well  beyond  the  scientific  disciplines 
and,  for  that  matter,  out  into  the  general  public.  Both  liber- 
als and  conservatives  without  a  scientific  bone  in  their  bod- 
ies are  busy  trying  to  seize  the  terrain.  The  gay  rights  move- 
ment, for  example,  has  fastened  onto  a  study  published  in  July 
of  1993  by  the  highly  respected  Dean  Hamer  of  the  National 
Institutes  of  Health,  announcing  the  discovery  of  "the  gay 
gene."  Obviously,  if  homosexuality  is  a  genetically  determined 
trait,  like  left-handedness  or  hazel  eyes,  then  laws  and  sanc- 
tions against  it  are  attempts  to  legislate  against  Nature.  Con- 
ervatives,  meantime,  have  fastened  upon  studies  indicating 
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that  men's  and  women's  brains  are  wired  so  differently, 
thanks  to  the  long  haul  of  evolution,  that  feminist  attempts 
to  open  up  traditionally  male  roles  to  women  are  the  same 
thing:  a  doomed  violation  of  Nature. 

Wilson  himself  has  wound  up  in  deep  water  on  this  score; 
or  cold  water,  if  one  need  edit.  In  his  personal  life  Wilson  is 
a  conventional  liberal,  PC,  as  the  saying  goes — he  is,  after  all, 
a  member  of  the  Harvard  faculty — concerned  about  envi- 
ronmental issues  and  all  the  usual  things.  But  he  has  said  that 
"forcing  similar  role  identities"  on  both  men  and  women  "flies 
in  the  face  of  thousands  of  years  in  which  mammals  demon- 
strated a  strong  tendency  for  sexual  division  of  labor.  Since 
this  division  of  labor  is  persistent  from  hunter-gatherer 
through  agricultural  and  industrial  societies,  it  suggests  a 
genetic  origin.  We  do  not  know  when 
this  trait  evolved  in  human  evolution 
or  how  resistant  it  is  to  the  continuing 
and  justified  pressures  for  human  rights." 

"Resistant"  was  Darwin  II,  the  neu- 
roscientist,  speaking.  "Justified"  was 
the  PC  Harvard  liberal.  He  was  not  PC 
or  liberal  enough.  Feminist  protesters 
invaded  a  conference  where  Wilson 
was  appearing,  dumped  a  pitcher  of 
ice  water,  cubes  and  all,  over  his  head, 
and  began  chanting,  "You're  all  wet! 
You're  all  wet!"  The  most  prominent 
feminist  in  America,  Gloria  Steinem, 
went  on  television  and,  in  an  interview 
with  John  Stossel  of  ABC,  insisted  that 
studies  of  genetic  differences  between 
male  and  female  nervous  systems 
should  cease  forthwith. 

But  that  turned  out  to  be  mild  stuff 
in  the  current  political  panic  over  neuroscience.  In  February 
of  1992,  Frederick  K.  Goodwin,  a  renowned  psychiatrist,  head 
of  the  federal  Alcohol,  Drug  Abuse,  and  Mental  Health  Admin- 
istration, and  a  certified  yokel  in  the  field  of  public  relations, 
made  the  mistake  of  describing,  at  a  public  meeting  in  Wash- 
ington, the  National  Institute  of  Mental  Health's  ten-year-old 
Violence  Initiative.  This  was  an  experimental  program  whose 
hypothesis  was  that,  as  among  monkeys  in  the  jungle — Good- 
win was  noted  for  his  monkey  studies — much  of  the  crimi- 
nal mayhem  in  the  United  States  was  caused  by  a  relatively  few 
young  males  who  were  genetically  predisposed  to  it;  who  were 
hardwired  for  violent  crime,  in  short.  Out  in  the  jungle,  among 
mankind's  closest  animal  relatives,  the  chimpanzees,  it  seemed 
that  a  handful  of  genetically  twisted  young  males  were  the  ones 
who  committed  practically  all  of  the  wanton  murders  of  other 
males  and  the  physical  abuse  of  females.  What  if  the  same  were 
true  among  human  beings?  What  if,  in  any  given  communi- 
ty, it  turned  out  to  be  a  handful  of  young  males  with  toxic  DNA 
who  were  pushing  statistics  for  violent  crime  up  to  such  high 
levels?  The  Violence  Initiative  envisioned  identifying  these 
individuals  in  childhood,  somehow,  some  way,  someday,  and 
treating  them  therapeutically  with  drugs.  The  notion  that 
crime-ridden  urban  America  was  a  "jungle,"  said  Goodwin, 
was  perhaps  more  than  just  a  tired  old  metaphor. 
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That  did  it.  That  may  have  been  the  stupidest  single  word 
uttered  by  an  American  public  official  in  the  year  1992.  The 
outcry  was  immediate.  Senator  Edward  Kennedy  of  Massa- 
chusetts and  Representative  John  Dingell  of  Michigan  (who, 
it  became  obvious  later,  suffered  from  hydrophobia  when  it 
came  to  science  projects)  not  only  condemned  Goodwin's 
remarks  as  racist  but  also  delivered  their  scientific  verdict: 
Research  among  primates  "is  a  preposterous  basis"  for  ana- 
lyzing anything  as  complex  as  "the  crime  and  violence  that 
plagues  our  country  today."  (This  came  as  surprising  news  to 
NASA  scientists  who  had  first  trained  and  sent  a  chimpanzee 
called  Ham  up  on  top  of  a  Redstone  rocket 
into  suborbital  space  flight  and  then 
trained  and  sent  another  one,  called 
Enos,  which  is  Greek  for  "man," 
up  on  an  Atlas  rocket  and 
around  the  earth  in  orbital 
space  flight  and  had 
thereby  accurately  and  P', 
completely  predicted  y 
the  physical,  psycho- 
logical, and  task- 
motor  responses  of 
the  human  astro- 
nauts, Alan  Shep- 
ard  and  John  Glenn, 
who  repeated  the 
chimpanzees'  flights 
and  tasks  months 
later.)  The  Violence 
Initiative  was  com- 
pared to  Nazi  eugenic 
proposals  for  the  exter- 
mination of  undesirables. 
Dingell's  Michigan  colleague, 
Representative  John  Conyers, 
then  chairman  of  the  Government 
Operations  Committee  and  senior  mem- 
ber of  the  Congressional  Black  Caucus, 
demanded  Goodwin's  resignation — and  got  it  two  days 
later,  whereupon  the  government,  with  the  Department  of 
Health  and  Human  Services  now  doing  the  talking,  denied 
that  the  Violence  Initiative  had  ever  existed.  It  disappeared 
down  the  memory  hole,  to  use  Orwell's  term. 

A  conference  of  criminologists  and  other  academics  inter- 
ested in  the  neuroscientific  studies  done  so  far  for  the  Vio- 
lence Initiative — a  conference  underwritten  in  part  by  a  grant 
from  the  National  Institutes  of  Health — had  been  scheduled 
for  May  of  1993  at  the  University  of  Maryland.  Down  went 
the  conference,  too;  the  NIH  drowned  it  like  a  kitten.  Last 
year,  a  University  of  Maryland  legal  scholar  named  David 
Wasserman  tried  to  reassemble  the  troops  on  the  QT,  as  it 
were,  in  a  hall  all  but  hidden  from  human  purview  in  a  ham- 
let called  Queenstown  in  the  foggy,  boggy  boondocks  of 
Queen  Annes  County  on  Maryland's  Eastern  Shore.  The  NIH, 
proving  it  was  a  hard  learner,  quietly  provided  $133,000  for 
the  event  but  only  after  Wasserman  promised  to  fireproof  the 
proceedings  by  also  inviting  scholars  who  rejected  the  notion 


of  a  possible  genetic  genesis  of  crime  and  scheduling  a  cold- 
shower  session  dwelling  on  the  evils  of  the  eugenics  move- 
ment of  the  early  twentieth  century.  No  use,  boys!  An  army 
of  protesters  found  the  poor  cringing  devils  anyway  and 
stormed  into  the  auditorium  chanting,  "Maryland  conference, 
you  can't  hide — we  know  you're  pushing  genocide!"  It  took 
two  hours  for  them  to  get  bored  enough  to  leave,  and  the  con- 
ference ended  in  a  complete  muddle  with  the  specially  recruit- 
ed fireproofing  PC  faction  issuing  a  statement  that  said:  "Sci- 
entists as  well  as  historians  and  sociologists  must  not  allow 
themselves  to  provide  academic  respectability  for  racist  pseu- 
doscience."  Today,  at  the  NIH,  the  term  Vio- 
ence  Initiative  is  a  synonym  for  taboo. 
The  present  moment  resembles  that 
moment  in  the  Middle  Ages 
when  the  Catholic  Church 
forbade  the  dissection  of 
human  bodies,  for  fear 
that  what  was  discov- 
ered inside  might  cast 
doubt  on  the  Christ- 
ian doctrine  that 
God  created  man  in 
his  own  image. 

Even  more  radio- 
active is  the  matter 
of  intelligence,  as 
measured   by  IQ 
tests.  Privately — not 
many  care  to  speak 
out — the  vast  majority 
of  neuroscientists  believe 
the  genetic  component  of 
an  individual's  intelligence 
W    is  remarkably  high.  Your 
intelligence  can  be  improved 
upon,  by  skilled  and  devoted  men- 
tors, or  it  can  be  held  back  by  a  poor 
upbringing — i.e.,  the  negative  can  be  well  devel- 
oped or  poorly  developed — but  your  genes  are  what  really 
make  the  difference.  The  recent  ruckus  over  Charles  Murray 
and  Richard  Herrnstein's  The  Bell  Curve  is  probably  just  the 
beginning  of  the  bitterness  the  subject  is  going  to  create. 

Not  long  ago,  according  to  two  neuroscientists  I  interviewed, 
a  firm  called  Neurometries  sought  out  investors  and  tried  to 
market  an  amazing  but  simple  invention  known  as  the  IQ  Cap. 
The  idea  was  to  provide  a  way  of  testing  intelligence  that  would 
be  free  of  "cultural  bias,"  one  that  would  not  force  anyone  to 
deal  with  words  or  concepts  that  might  be  familiar  to  people 
from  one  culture  but  not  to  people  from  another.  The  IQ  Cap 
recorded  only  brain  waves;  and  a  computer,  not  a  potentially 
biased  human  test-giver,  analyzed  the  results.  It  was  based  on 
the  work  of  neuroscientists  such  as  E.  Roy  John1,  who  is  ►2i4 

1  The  term  neurometric  is  closely  identified  with  John,  who  has  devised  both  the 
Neuroinetric  Battery,  a  comprehensive  system  for  analyzing  brain  functions,  and 
the  Neurometric  Analyzer,  a  patented  instrument  for  making  use  of  the  Battery; 
but  John  had  nothing  to  do  with  Neurometries,  Inc.  He  describes  the  Battery  in 
Neurometric  Evaluation  of  Brain  Function  in  Normal  and  Learning  Disabled 
Children  (Ann  Arbor,  University  of  Michigan  Press,  1989). 
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213  ^  now  one  of  the  major  pioneers 
of  electroencephalographic  brain  imag- 
ing; Duilio  Giannitrapani,  author  of 
The  Eiectrophysiology  of  Intellectual  Functions;  and  David 
Robinson,  author  of  The  Wechsler  Adult  Intelligence  Scale  and 
Personality  Assessment:  Toward  a  Biologically  Based  Theory  of 
Intelligence  and  Cognition  and  many  other  monographs  fa- 
mous among  neuroscientists.  I  spoke  to  one  researcher  who 
had  devised  an  IQ  Cap  himself  by  replicating  an  experiment 
described  by  Giannitrapani  in  The  Eiectrophysiology  of 
Intellectual  Functions.  It  was  not  a  complicated  process.  You 
attached  sixteen  electrodes  to  the  scalp  of  the  person  you 
wanted  to  test.  You  had  to  muss  up  his  hair  a  little,  but  you 
didn't  have  to  cut  it,  much  less  shave  it.  Then  you  had  him 
stare  at  a  marker  on  a  blank  wall.  This 
particular  researcher  used  a  raspberry- 
red  thumbtack.  Then  you  pushed  a 
toggle  switch.  In  sixteen  seconds  the 
Cap's  computer  box  gave  you  an  ac- 
curate prediction  (within  one-half  of  a 
standard  deviation)  of  what  the  sub- 
ject would  score  on  all  eleven  subtests 
of  the  Wechsler  Adult  Intelligence 
Scale  or,  in  the  case  of  children,  the 
Wechsler  Intelligence  Scale  for  Chil- 
dren— all  from  sixteen  seconds'  worth 
of  brain  waves.  There  was  nothing  cul- 
turally biased  about  the  test  whatsoever. 
What  could  be  cultural  about  staring  at 
a  thumbtack  on  a  wall?  The  savings  in 
time  and  money  were  breathtaking.  The 
conventional  IQ  test  took  two  hours  to 
complete;  and  the  overhead,  in  terms  of 
paying  test-givers,  test-scorers,  test-pre- 
parers,  and  the  rent,  was  $100  an  hour  at  the  very  least.  The  IQ 
Cap  required  about  fifteen  minutes  and  sixteen  seconds — it  took 
about  fifteen  minutes  to  put  the  electrodes  on  the  scalp — and 
about  a  tenth  of  a  penny's  worth  of  electricity.  Neurometrics's 
investors  were  rubbing  their  hands  and  licking  their  chops.  They 
were  about  to  make  a  killing. 

In  fact — nobody  wanted  their  damnable  IQ  Cap! 
It  wasn't  simply  that  no  one  believed  you  could  derive  IQ 
scores  from  brainwaves — it  was  that  nobody  wanted  to  believe 
it  could  be  done.  Nobody  wanted  to  believe  that  human 
brainpower  is.  ..that  hardwired.  Nobody  wanted  to  learn  in 
a  flash  that...  the  genetic  fix  is  in.  Nobody  wanted  to  learn  that 
he  was. ..a  hardwired  genetic  mediocrity  ...and  that  the  best  he 
could  hope  for  in  this  Trough  of  Mortal  Error  was  to  live  out 
his  mediocre  life  as  a  stress-free  dim  bulb.  Barry  Sterman  of 
UCLA,  chief  scientist  for  a  firm  called  Cognitive  Neurometries, 
who  has  devised  his  own  brain-wave  technology  for  market 
research  and  focus  groups,  regards  brain-wave  IQ  testing  as 
possible — but  in  the  current  atmosphere  you  "wouldn't  have 
a  Chinaman's  chance  of  getting  a  grant"  to  develop  it. 

Here  we  begin  to  sense  the  chill  that  emanates  from  the 
hottest  field  in  the  academic  world.  The  unspoken  and  large- 
sous  premise  <if  the  wrangling  over  neuroscience's 


Since 
consciousness 
and  thought  are 
entirely  physical 
products  of  your 

brain  and 
nervous  system, 
what  makes  you 
think  you  have  free 
will? 


strategic  high  ground  is:  We  now  live  in  an  age  in  which 
science  is  a  court  from  which  there  is  no  appeal.  And  the  issue 
this  time  around,  at  the  end  of  the  twentieth  century,  is  not 
the  evolution  of  the  species,  which  can  seem  a  remote  busi- 
ness, but  the  nature  of  our  own  precious  inner  selves. 

The  elders  of  the  field,  such  as  Wilson,  are  well  aware 
of  all  this  and  are  cautious,  or  cautious  compared  to  the  new 
generation.  Wilson  still  holds  out  the  possibility — I  think  he 
doubts  it,  but  he  still  holds  out  the  possibility — that  at  some 
point  in  evolutionary  history,  culture  began  to  influence  the 
development  of  the  human  brain  in  ways  that  cannot  be 
explained  by  strict  Darwinian  theory.  But  the  new  genera- 
tion of  neuroscientists  are  not  cautious  for  a  second.  In  pri- 
vate conversations,  the  bull  sessions,  as  it  were,  that  create 
the  mental  atmosphere  of  any  hot  new 
science — and  I  love  talking  to  these 
people — they  express  an  uncompro- 
mising determinism. 

They  start  with  the  most  famous 
statement  in  all  of  modern  philosophy, 
Descartes's  "Cogito  ergo  sum,"  "I 
think,  therefore  I  am,"  which  they 
regard  as  the  essence  of  "dualism,"  the 
old-fashioned  notion  that  the  mind  is 
something  distinct  from  its  mecha- 
nism, the  brain  and  the  body.  (I  will 
get  to  the  second  most  famous  state- 
ment in  a  moment.)  This  is  also 
known  as  the  "ghost  in  the  machine" 
fallacy,  the  quaint  belief  that  there  is 
a  ghostly  "self  somewhere  inside  the 
brain  that  interprets  and  directs  its 
operations.  Neuroscientists  involved  in 
three-dimensional  electroencephalog- 
raphy will  tell  you  that  there  is  not  even  any  one  place  in  the 
brain  where  consciousness  or  self-consciousness  (Cogito  ergo 
sum)  is  located.  This  is  merely  an  illusion  created  by  a  med- 
ley of  neurological  systems  acting  in  concert.  The  young  gen- 
eration takes  this  yet  one  step  further.  Since  consciousness 
and  thought  are  entirely  physical  products  of  your  brain  and 
nervous  system — and  since  your  brain  arrived  fully  imprint- 
ed at  birth — what  makes  you  think  you  have  free  will?  Where 
is  it  going  to  come  from?  What  "ghost,"  what  "mind,"  what 
"self,"  what  "soul,"  what  anything  that  will  not  be  immedi- 
ately grabbed  by  those  scornful  quotation  marks,  is  going  to 
bubble  up  your  brain  stem  to  give  it  to  you?  I  have  heard 
neuroscientists  theorize  that,  given  computers  of  sufficient 
power  and  sophistication,  it  would  be  possible  to  predict  the 
course  of  any  human  being's  life  moment  by  moment,  includ- 
ing the  fact  that  the  poor  devil  was  about  to  shake  his  head 
over  the  very  idea.  I  doubt  that  any  Calvinist  of  the  sixteenth 
century  ever  believed  so  completely  in  predestination  as  these, 
the  hottest  and  most  intensely  rational  young  scientists  in  the 
United  States  at  the  end  of  the  twentieth. 

Since  the  late  1970s,  in  the  Age  of  Wilson,  college  students 
have  been  heading  into  neuroscience  in  job  lots.  The  Society 
for  Neuroscience  was  founded  in  1970  with  1,100  members. 
Today,  one  generation  later,  its  membership  exceeds  ^216 
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214-4  26,000.  The  Society's  latest 
convention,  in  San  Diego,  drew  23,052 
souls,  making  it  one  of  the  biggest 
professional  conventions  in  the  country.  In  the  venerable  field 
of  academic  philosophy,  young  faculty  members  are  jumping 
ship  in  embarrassing  numbers  and  shifting  into  neuroscience. 
They  are  heading  for  the  laboratories.  Why  wrestle  with  Kant's 
God,  Freedom,  and  Immortality  when  it  is  only  a  matter  of 
time  before  neuroscience,  probably  through  brain  imaging, 
reveals  the  actual  physical  mechanism  that  sends  these  men- 
tal constructs,  these  illusions,  synapsing  up  into  the  Broca's 
and  Wernicke's  areas  of  the  brain? 

Which  brings  us  to  the  second  most 
famous  statement  in  all  of  modern 
philosophy:  Nietzsche's  "God  is 
dead."  The  year  was  1882. 
(The  book  was  Die  Froh- 
liche  Wissenschaft  [The  /~*< 
Gay  Science].)  Nietzsche  \C 
said  this  was  not  a  dec 
laration  of  atheism, 
although  he  was  in 
fact  an  atheist,  but 
simply  the  news  of 
an  event.  He  called 
the  death  of  God 
a  "tremendous 
event,"  the  greatest 
event  of  modern  his- 
tory. The  news  was 
that  educated  people 
no  longer  believed  in 
God,  as  a  result  of  the  rise 
of  rationalism  and  scientif- 
ic thought,  including  Darwin 
ism,  over  the  preceding  250 
years.  But  before  you  atheists  run  up 
your  flags  of  triumph,  he  said,  think  of 
the  implications.  "The  story  I  have  to  tell, 
wrote  Nietzsche,  "is  the  history  of  the  next  two  centuries." 
He  predicted  (in  Ecce  Homo)  that  the  twentieth  century  would 
be  a  century  of  "wars  such  as  have  never  happened  on  earth," 
wars  catastrophic  beyond  all  imagining.  And  why?  Because 
human  beings  would  no  longer  have  a  god  to  turn  to,  to 
absolve  them  of  their  guilt;  but  they  would  still  be  racked  by 
guilt,  since  guilt  is  an  impulse  instilled  in  children  when  they 
are  very  young,  before  the  age  of  reason.  As  a  result,  people 
would  loathe  not  only  one  another  but  themselves.  The  blind 
and  reassuring  faith  they  formerly  poured  into  their  belief  in 
God,  said  Nietzsche,  they  would  now  pour  into  a  belief  in  bar- 
baric nationalistic  brotherhoods:  "If  the  doctrines... of  the 
lack  of  any  cardinal  distinction  between  man  and  animal,  doc- 
trines I  consider  true  but  deadly" — he  says  in  an  allusion  to 
Darwinism  in  Untimely  Meditations— "are  hurled  into  the 
people  for  another  generation. ..then  nobody  should  be  sur- 
prised when. ..brotherhoods  with  the  aim  of  the  robbery  and 
exploitation  of  the  non-brothers...  will  appear  in  the  arena 
of  the  future." 


Nietzsche's  view  of  guilt,  incidentally,  is  also  that  of  neuro- 
scientists  a  century  later.  They  regard  guilt  as  one  of  those 
tendencies  imprinted  in  the  brain  at  birth.  In  some  people  the 
genetic  work  is  not  complete,  and  they  engage  in  criminal 
behavior  without  a  twinge  of  remorse — thereby  intriguing 
criminologists,  who  then  want  to  create  Violence  Initiatives 
and  hold  conferences  on  the  subject. 

Nietzsche  said  that  mankind  would  limp  on  through  the 
twentieth  century  "on  the  mere  pittance"  of  the  old  decay- 
ing God-based  moral  codes.  But  then,  in  the  twenty-first, 
would  come  a  period  more  dreadful  than  the  great  wars,  a 
time  of  "the  total  eclipse  of  all  values"  (in  The 
Will  to  Power).  This  would  also  be  a  fran- 
tic period  of  "revaluation,"  in  which 
people  would  try  to  find  new 
systems  of  values  to  replace 
the  osteoporotic  skeletons 
of  the  old.  But  you  will 
fail,  he  warned,  because 
you  cannot  believe  in 
moral  codes  without 
simultaneously 
believing  in  a  god 
who  points  at  you 
with  his  fearsome 
W  forefinger  and  says 
"Thou  shalt"  or 
"Thou  shalt  not." 
Why  should  we 
bother  ourselves  with 
a  dire  prediction  that 
seems  so  far-fetched  as 
"the  total  eclipse  of  all 
W  values"?  Because  of  man's 
track  record,  I  should  think. 
After  all,  in  Europe,  in  the 
peaceful  decade  of  the  1880s,  it  must 
have  seemed  even  more  far-fetched  to 
predict  the  world  wars  of  the  twentieth  centu- 
ry and  the  barbaric  brotherhoods  of  Nazism  and  Commu- 
nism. Ecce  vates!  Ecce  vatesl  Behold  the  prophet!  How  much 
more  proof  can  one  demand  of  a  man's  powers  of  prediction? 

A  hundred  years  ago  those  who  worried  about  the  death 
of  God  could  console  one  another  with  the  fact  that  they  still 
had  their  own  bright  selves  and  their  own  inviolable  souls  for 
moral  ballast  and  the  marvels  of  modern  science  to  chart  the 
way.  But  what  if,  as  seems  likely,  the  greatest  marvel  of  mod- 
ern science  turns  out  to  be  brain  imaging?  And  what  if,  ten 
years  from  now,  brain  imaging  has  proved,  beyond  any 
doubt,  that  not  only  Edward  O.  Wilson  but  also  the  young 
generation  are,  in  fact,  correct? 

The  elders,  such  as  Wilson  himself  and  Daniel  C.  Dennett, 
the  author  of  Darwin's  Dangerous  Idea:  Evolution  and  the 
Meanings  of  Life,  and  Richard  Dawkins,  author  of  The 
Selfish  Gene  and  The  Blind  Watchmaker,  insist  that  there  is 
nothing  to  fear  from  the  truth,  from  the  ultimate  extension 
of  Darwin's  dangerous  idea.  They  present  elegant  arguments 
as  to  why  neuroscience  should  in  no  way  diminish  the  ►2i8 
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216  richness  of  life,  the  magic  of  art, 
or  the  righteousness  of  political 
causes,  including,  if  one  need  edit, 
political  correctness  at  Harvard  or  Tufts,  where  Dennett  is 
Director  of  the  Center  for  Cognitive  Studies,  or  Oxford,  where 
Dawkins  is  something  called  Professor  of  Public  Under- 
standing of  Science.  (Dennett  and  Dawkins,  every  bit  as  much 
as  Wilson,  are  earnestly,  feverishly,  politically  correct.)  Despite 
their  best  efforts,  however,  neuroscience  is  not  rippling  out 
into  the  public  on  waves  of  scholarly  reassurance.  But  rippling 
out  it  is,  rapidly.  The  conclusion  people  out  beyond  the  lab- 
oratory walls  are  drawing  is:  The  fix  is  in!  We're  all  hard- 
wired! That,  and:  Don't  blame  me!  I'm  wired  wrong! 


This  sudden  switch  from  a  belief  in 
Nurture,  in  the  form  of  social  condi- 
tioning, to  Nature,  in  the  form  of 
genetics  and  brain  physiology,  is  the 
great  intellectual  event,  to  borrow 
Nietzsche's  term,  of  the  late  twentieth 
century.  Up  to  now  the  two  most 
influential  ideas  of  the  century  have 
been  Marxism  and  Freudianism.  Both 
were  founded  upon  the  premise  that 
human  beings  and  their  "ideals" — 
Marx  and  Freud  knew  about  quota- 
tion marks,  too — are  completely 
molded  by  their  environment.  To 
Marx,  the  crucial  environment  was 
one's  social  class;  "ideals"  and  "faiths" 
were  notions  foisted  by  the  upper 
orders  upon  the  lower  as  instruments 
of  social  control.  To  Freud,  the  crucial 
environment  was  the  Oedipal  drama, 
the  unconscious  sexual  plot  that  was  played  out  in  the  fam- 
ily early  in  a  child's  existence.  The  "ideals"  and  "faiths"  you 
prize  so  much  are  merely  the  parlor  furniture  you  feature  for 
receiving  your  guests,  said  Freud;  I  will  show  you  the  cellar, 
the  furnace,  the  pipes,  the  sexual  steam  that  actually  runs  the 
house.  By  the  mid-1950s  even  anti-Marxists  and  anti-Freudi- 
ans had  come  to  assume  the  centrality  of  class  domination 
and  Oedipally  conditioned  sexual  drives.  On  top  of  this  came 
Pavlov,  with  his  "stimulus-response  bonds,"  and  B.  F.  Skin- 
ner, with  his  "operant  conditioning,"  turning  the  suprema- 
cy of  conditioning  into  something  approaching  a  precise 
form  of  engineering. 

So  how  did  this  brilliant  intellectual  fashion  come  to  so 
screeching  and  ignominious  an  end? 

The  demise  of  Freudianism  can  be  summed  up  in  a  sin- 
gle word:  lithium.  In  1949  an  Australian  psychiatrist,  John 
Cade,  gave  five  days  of  lithium  therapy — for  entirely  the 
wrong  reasons — to  a  fifty-one-year-old  mental  patient  who 
was  so  manic-depressive,  so  hyperactive,  unintelligible,  and 
uncontrollable,  he  had  been  kept  locked  up  in  asylums  for 
twenty  years.  By  the  sixth  day,  thanks  to  the  lithium  buildup 
in  his  blood,  he  was  a  normal  human  being.  Three  months 
later  he  was  released  and  lived  happily  ever  after  in  his  own 
home.  This  was  a  man  who  had  been  locked  up  and  sub- 


Nietzsche  said  that 

mankind  would 
limp  on  through  the 
20th  century  on 
old  decaying  God- 
based  moral  codes. 
In  the  21st  would 
come  a  period  more 
dreadful  than  the 
great  wars. 


jected  to  two  decades  of  Freudian  logorrhea  to  no  avail 
whatsoever.  Over  the  next  twenty  years  antidepressant  and 
tranquilizing  drugs  completely  replaced  Freudian  talk-talk 
as  treatment  for  serious  mental  disturbances.  By  the  mid- 
1980s,  neuroscientists  looked  upon  Freudian  psychiatry  as 
a  quaint  relic  based  largely  upon  superstition  (such  as  dream 
analysis  — dream  analysis!),  like  phrenology  or  mesmerism. 
In  fact,  among  neuroscientists,  phrenology  now  has  a  high- 
er reputation  than  Freudian  psychiatry,  since  phrenology 
was  in  a  certain  crude  way  a  precursor  of  electroen- 
cephalography. Freudian  psychiatrists  are  now  regarded  as 
old  crocks  with  sham  medical  degrees,  as  ears  with  wire  hairs 
sprouting  out  of  them  that  people  with  more  money  than 
sense  can  hire  to  talk  into. 

Marxism  was  finished  off  even 
more  suddenly — in  a  single  year, 
1973 — with  the  smuggling  out  of  the 
Soviet  Union  and  the  publication  in 
France  of  the  first  of  the  three  volumes 
of  Aleksandr  Solzhenitsyn's  The  Gulag 
Archipelago.  Other  writers,  notably  the 
British  historian  Robert  Conquest,  had 
already  exposed  the  Soviet  Union's 
vast  network  of  concentration  camps, 
but  their  work  was  based  largely  on  the 
testimony  of  refugees,  and  refugees 
were  routinely  discounted  as  biased 
and  bitter  observers.  Solzhenitsyn,  on 
the  other  hand,  was  a  Soviet  citizen, 
still  living  on  Soviet  soil,  a  zek  himself 
for  eleven  years,  zek  being  Russian 
slang  for  concentration  camp  prison- 
er. His  credibility  had  been  vouched 
for  by  none  other  than  Nikita 
Khrushchev,  who  in  1962  had  permitted  the  publication  of 
Solzhenitsyn's  novella  of  the  gulag,  One  Day  in  the  Life  of  Ivan 
Denisovich,  as  a  means  of  cutting  down  to  size  the  daunting 
shadow  of  his  predecessor  Stalin.  "Yes,"  Khrushchev  had  said 
in  effect,  "what  this  man  Solzhenitsyn  has  to  say  is  true.  Such 
were  Stalin's  crimes."  Solzhenitsyn's  brief  fictional  descrip- 
tion of  the  Soviet  slave  labor  system  was  damaging  enough. 
But  The  Gulag  Archipelago,  a  two-thousand-page,  densely 
detailed,  nonfiction  account  of  the  Soviet  Communist  Party's 
systematic  extermination  of  its  enemies,  real  and  imagined, 
of  its  own  countrymen,  by  the  tens  of  millions  through  an 
enormous,  methodical,  bureaucratically  controlled  "human 
sewage  disposal  system,"  as  Solzhenitsyn  called  it — The  Gulag 
Archipelago  was  devastating.  After  all,  this  was  a  century  in 
which  there  was  no  longer  any  possible  ideological  detour 
around  the  concentration  camp.  Among  European  intellec- 
tuals, even  French  intellectuals,  Marxism  collapsed  as  a  spir- 
itual force  immediately.  Ironically,  it  survived  longer  in  the 
United  States  before  suffering  a  final,  merciful  coup  de  grace 
on  November  9,  1989,  with  the  breaching  of  the  Berlin  Wall, 
which  signaled  in  an  unmistakable  fashion  what  a  debacle  the 
Soviets'  seventy-two-year  field  experiment  in  socialism  had 
been.  (Marxism  still  hangs  on,  barely,  acrobatically,  in  Amer- 
ican universities  in  a  Mannerist  form  known  as  ^220 


2*1  8    FORBES  ASAP     December  2.1996 


Let  us  wring  the 
waste  out  of  your 
phone  system 
spending. 


ave  up  to  60%  —  let 
jrce  buy,  sell,  trade,  repair, 
I  manage  your  telecom 
ets. 

here  are  dozens  of  telecom 
ipanies,  but  only  one  Source; 
shea's  single-source  provider 
slecom  systems  and 
itenance. 

t  Source,  we  help  you 
y  step  of  the  way,  from 
Dsing  the  right  equip- 
it  and  getting  top  price 
your  old   phones  to 


implementing  new  technologies 
without  breaking  the  bank. 

We  handle  every  make  and 
model;  we  help  you  select  the 
system  that's  best  for  your  company. 
All  of  our  pre-owned  equipment  is 
"Source  Certified,"  which  is  our 
guarantee  that  it  will  be  as  good 
or  better  than  new. 

Want  quality,  fast 
repairs?  Our  turn- 
around time  is 
consistently  less  than 
1 0  days. 


QUALITY 

rJ         Call  today  for  more  information  or  our  free  brochure, 
"Save  The  Phones  In  The  90s"  1-800-788-9598 


We  have  25,000  parts  avail- 
able for  same-day  shipping,  with 
each  serial  bar  coded  to  make  sure 
you  get  exactly  what  you  need. 

Whatever  your  telecom  needs, 
Source  has  a  solution  for  you. 

If  your  telecom  spending  is  out  of 
control,  don't  wring  your  hands. . . 


...Ring  Source. 


source 


©  1996  Source,  Inc.  Dallas.TX 


P   U   B   L  I 


C  LIFE 


EittHi  218  -4  Deconstruction,  a  literary  doc- 
trine that  depicts  language  itself  as  an 
insidious  tool  used  by  The  Powers 
That  Be  to  deceive  the  proles  and  peasants.) 

Freudianism  and  Marxism — and  with  them,  the  entire 
belief  in  social  conditioning — were  demolished  so  swiftly,  so 
suddenly,  that  neuroscience  has  surged  in,  as  if  into  an  intel- 
lectual vacuum.  Nor  do  you  have  to  be  a  scientist  to  detect 
the  rush. 

Anyone  with  a  child  in  school  knows  the  signs  all  too  well. 
I  have  children  in  school,  and  I  am  intrigued  by  the  faith  par- 
ents now  invest — the  craze  began  about  1990 — in  psycholo- 
gists who  diagnose  their  children  as  suffering  from  a  defect 
known  as  attention  deficit  disorder,  or  ADD.  Of  course,  I  have 
no  way  of  knowing  whether  this  "disorder"  is  an  actual,  phys- 
ical, neurological  condition  or  not,  but  neither  does  anybody 
else  in  this  early  stage  of  neuroscience.  The  symptoms  of  this 
supposed  malady  are  always  the  same.  The  child,  or,  rather, 
the  boy — forty-nine  out  of  fifty  cases  are  boys — fidgets 
around  in  school,  slides  off  his  chair,  doesn't  pay  attention, 
distracts  his  classmates  during  class,  and  performs  poorly. 
In  an  earlier  era  he  would  have  been  pressured  to  pay  atten- 
tion, work  harder,  show  some  self-discipline.  To  parents 
caught  up  in  the  new  intellectual  climate  of  the  1990s,  that 
approach  seems  cruel,  because  my  little  boy's  problem 
is.  ..he's  wired  wrong!  The  poor  little  tyke — the  fix  has  been 
in  since  birth!  Invariably  the  parents  complain,  "All  he  wants 
to  do  is  sit  in  front  of  the  television  set  and  watch  cartoons 
and  play  Sega  Genesis."  For  how  long?  "How  long?  For  hours 
at  a  time."  Hours  at  a  time;  as  even  any  young  neuroscien- 
tist  will  tell  you,  that  boy  may  have  a  problem,  but  it  is  not 
an  attention  deficit. 

Nevertheless,  all  across  America  we  have  the  spectacle  of 
an  entire  generation  of  little  boys,  by  the  tens  of  thousands, 
being  dosed  up  on  ADD's  magic  bullet  of  choice,  Ritalin,  the 
CIBA-Geneva  Corporation's  brand  name  for  the  stimulant 
methylphenidate.  I  first  encountered  Ritalin  in  1966  when  I 
was  in  San  Francisco  doing  research  for  a  book  on  the  psy- 
chedelic or  hippie  movement.  A  certain  species  of  the  genus 
hippie  was  known  as  the  Speed  Freak,  and  a  certain  strain  of 
Speed  Freak  was  known  as  the  Ritalin  Head.  The  Ritalin  Heads 
loved  Ritalin.  You'd  see  them  in  the  throes  of  absolute  Rital- 
in raptures... Not  a  wiggle,  not  a  peep... They  would  sit 
engrossed  in  anything  at  all... &  manhole  cover,  their  own  palm 
wrinkles... indefinitely... through  shoulda-been  mealtime 
after  mealtime ...  through  raging  insomnias ...  Pure  methyl- 
phenidate nirvana ...  From  1990  to  1995,  CIBA-Geneva's  sales 
of  Ritalin  rose  600  percent;  and  not  because  of  the  appetites 
of  subsets  of  the  species  Speed  Freak  in  San  Francisco,  either. 
It  was  because  an  entire  generation  of  American  boys,  from 
the  best  private  schools  of  the  Northeast  to  the  worst  sludge- 
trap  public  schools  of  Los  Angeles  and  San  Diego,  was  now 
strung  out  on  methylphenidate,  diligently  doled  out  to  them 
every  day  by  their  connection,  the  school  nurse.  America  is  a 
wonderful  country!  I  mean  it!  No  honest  writer  would  chal- 
lenge that  statement!  The  human  comedy  never  runs  out  of 
material!  It  never  lets  you  down! 

Meantime,  the  notion  of  a  self — a  self  who  exercises  self- 


discipline,  postpones  gratification,  curbs  the  sexual  appetite, 
stops  short  of  aggression  and  criminal  behavior — a  self  who 
can  become  more  intelligent  and  lift  itself  to  the  very  peaks  of 
life  by  its  own  bootstraps  through  study,  practice,  persever- 
ance, and  refusal  to  give  up  in  the  face  of  great  odds — this  old- 
fashioned  notion  (what's  a  boofstrap,  for  God's  sake?)  of  suc- 
cess through  enterprise  and  true  grit  is  already  slipping  away, 
slipping  away... slipping  away... The  peculiarly  American  faith 
in  the  power  of  the  individual  to  transform  himself  from  a 
helpless  cypher  into  a  giant  among  men,  a  faith  that  ran  from 
Emerson  ("Self-Reliance")  to  Horatio  Alger's  Luck  and  Pluck 
stories  to  Dale  Carnegie's  How  to  Win  Friends  and  Influence 
People  to  Norman  Vincent  Peale's  The  Power  of  Positive 
Thinking  to  Og  Mandino's  The  Greatest  Salesman  in  the 
World — that  faith  is  now  as  moribund  as  the  god  for  whom 
Nietzsche  wrote  an  obituary  in  1882.  It  lives  on  today  only  in 
the  decrepit  form  of  the  "motivational  talk,"  as  lecture  agents 
refer  to  it,  given  by  retired  football  stars  such  as  Fran  Tarken- 
ton  to  audiences  of  businessmen,  most  of  them  woulda-been 
athletes  (like  the  author  of  this  article),  about  how  life  is  like 
a  football  game.  "It's  late  in  the  fourth  period  and  you're 
down  by  thirteen  points  and  the  Cowboys  got  you  hemmed 
in  on  your  own  one-yard  line  and  it's  third  and  twenty-three. 
Whaddaya  do?..." 

Sorry,  Fran,  but  it's  third  and  twenty-three  and  the  genet- 
ic fix  is  in,  and  the  new  message  is  now  being  pumped  out  into 
the  popular  press  and  onto  television  at  a  stupefying  rate.  Who 
are  the  pumps?  They  are  a  new  breed  who  call  themselves 
"evolutionary  psychologists."  You  can  be  sure  that  twenty 
years  ago  the  same  people  would  have  been  calling  themselves 
Freudian;  but  today  they  are  genetic  determinists,  and  the  press 
has  a  voracious  appetite  for  whatever  they  come  up  with. 

The  most  popular  study  currently — it  is  still  being  featured 
on  television  news  shows,  months  later — is  David  Lykken  and 
Auke  Tellegen's  study  at  the  University  of  Minnesota  of  two 
thousand  twins  that  shows,  according  to  these  two  evolu- 
tionary psychologists,  that  an  individual's  happiness  is  large- 
ly genetic.  Some  people  are  hardwired  to  be  happy  and  some 
are  not.  Success  (or  failure)  in  matters  of  love,  money,  repu- 
tation, or  power  is  transient  stuff;  you  soon  settle  back  down 
(or  up)  to  the  level  of  happiness  you  were  born  with  geneti- 
cally. Three  months  ago  Fortune  devoted  a  long  takeout,  elab- 
orately illustrated,  of  a  study  by  evolutionary  psychologists  at 
Britain's  University  of  Saint  Andrews  showing  that  you  judge 
the  facial  beauty  or  handsomeness  of  people  you  meet  not  by 
any  social  standards  of  the  age  you  live  in  but  by  criteria  hard- 
wired in  your  brain  from  the  moment  you  were  born.  Or,  to 
put  it  another  way,  beauty  is  not  in  the  eye  of  the  beholder 
but  embedded  in  his  genes.  In  fact,  today,  in  the  year  1996, 
barely  three  years  before  the  end  of  the  millennium,  if  your 
appetite  for  newspapers,  magazines,  and  television  is  big 
enough,  you  will  quickly  get  the  impression  that  there  is  noth- 
ing in  your  life,  including  the  fat  content  of  your  body,  that 
is  not  genetically  predetermined.  If  I  may  mention  just  a  few 
things  the  evolutionary  psychologists  have  illuminated  for  me 
over  the  past  two  months: 

The  male  of  the  human  species  is  genetically  hardwired  to 
be  polygamous,  i.e.,  unfaithful  to  his  legal  mate.  Any  ^-222 
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that  actually  does  what  it's 
supposed  to  do.  No  exceptions.  No  excuses.  No  kidding. 
Introducing  the  new  Series  3c  from  Psion  —  the  maker  of 
:he  world's  best-selling  palmtop*  and  with  ten  years  of  expe- 
rience, it's  no  wonder. 

Works  just  like  a  computer. 
Funny,  it  is  a  computer. 

The  Series  3c  is  a  fully  functional  computer,  complete  with  a 

Here's  to  skept 
anyone  who  can 


Will  it  get  along  with  your  PC? 
Glue  should  bond  this  well. 

The  Series  3c  connects  and  integrates  easily  with  your  PC. 
With  just  one  click,  you  can  synchronize  your  calendar  and 
contacts  with  popular  personal  information  managers,  includ- 
ing Microsoft*  Schedule+  7.0  and  Lotus  Organizer*  2.1. 
And  the  PsiWin  package  lets  you  drag 
and  drop  files  from  your  PC  to 
your  3c,  so  you  can 
work  on  them 
wherever  you  go. 


preemptive,  multi-tasking  operating  system 
:hat's  fast,  expandable 
ind  windows- 
driven,  just  like  the 
PC  on  your  desk.  To 
:hat  we  add  a  backlit 
screen  and  robust, 
3uilt-in  applications. 
Like  a  full-featured  word 
Drocessor  that's  compatible 
vith  Microsoft*  Word. 
Complete  Excel*  and  Lotus® 
zompatible  spreadsheets.  And  the 
nost  advanced  database  and  agenda 
oftware  in  the  business. 


Want  to  expand  by  adding  more 
software?  You  can  choose 
from  hundreds  of  titles, 
including  Symantec*  Act!, 
Microsoft*  Automap*  Road 
Atlas,  and  ExpenseTracker. 


ics,  cynics,  and 
see  through  hype. 

Want  to  communicate? 
We  hear  you. 

Hook  up  a  modem  or  PC  card 

adapter  and  you  can 
send  faxes.  Browse  the 
Internet.  Send,  receive, 
and  reply  to  e-mail, 
even  e-mail  with 
attachments. 
And  there's 
infrared  data 
transfer  that  allows  wireless 
communication  with  IrDA-compliant 
printers  and  other  Psions.  All  this  from  a  2mb 
PvAM  palmtop  that  weighs  under  1 0  ounces,  runs  up  to  80 
hours  on  two  AA  batteries,  and  costs  just  $599. 

So  pick  up  the  new  Series  3c  from  Psion.  It's  a  palmtop 
computer  even  you  can  believe  in.  For  the  Psion  dealer 
nearest  you,  call  1-800-99-PSION 
(in  Canada,  1-514-98-PSION).  Or 

visit  us  at  www.psion.com.  THE  WORLDS #1  PALMTOP  COMPUTER 


v.  CD  a  DC 

PSION 


Available  at:  CompUSA,  Office  Depot,  Nobody  Beats  the  Wiz,  J&R  MusicWorld,  Sharper  Image, 
Radio  Shack,  Circuit  City  Express,  MICRO  CENTER,  ELEK-TEK,  The  Good  Guys,  Fry's  Electronics,  Lechmere 
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220  4  magazine-reading  male  gets 
the  picture  soon  enough.  (Three  mil- 
lion years  of  evolution  made  me  do 
it!)  Women  lust  after  male  celebrities,  because  they  are  genet- 
ically hardwired  to  sense  that  alpha  males  will  take  better  care 
of  their  offspring.  (I'm  just  a  lifeguard  in  the  gene  pool, 
honey.)  Teenage  girls  are  genetically  hardwired  to  be  promis- 
cuous and  are  as  helpless  to  stop  themselves  as  dogs  in  the 
park.  (The  school  provides  the  condoms.)  Most  murders  are 
the  result  of  genetically  hardwired  compulsions.  (Convicts 
can  read,  too,  and  they  report  to  the  prison  psychiatrist: 
"Something  came  over  me... and  then  the  knife 
went  in."2) 

Where  does  that  leave  self-con- 
trol? Where,  indeed,  if  people 
believe  this  ghostly  self  does 
not  even  exist,  and  brain 
imaging  proves  it,  once 
and  for  all? 

So  far,  neuroscien 
tific  theory  is  based 
largely  on  indirect 
evidence,  from  stud- 
ies of  animals  or  of 
how  a  normal  brain 
changes  when  it  is 
invaded  (by  acci- 
dents, disease,  radi- 
cal surgeiy,  or  exper 
imental  needles).  Dar- 
win II  himself,  Edward 
O.  Wilson,  has  only  lim 
ited  direct  knowledge  of 
the  human  brain.  He  is  a 
zoologist,  not  a  neurologist, 
and  his  theories  are  extrapola- 
tions from  the  exhaustive  work 
has  done  in  his  specialty,  the  stu 
insects.  The  French  surgeon  Paul  Broca  d 
covered  Broca's  area,  one  of  the  two  speech  centers  of  the 
left  hemisphere  of  the  brain,  only  after  one  of  his  patients  suf- 
fered a  stroke.  Even  the  PET  scan  and  the  PET  reporter 
gene/PET  reporter  probe  are  technically  medical  invasions, 
since  they  require  the  injection  of  chemicals  or  viruses  into 
the  body.  But  they  offer  glimpses  of  what  the  noninvasive 
imaging  of  the  future  will  probably  look  like.  A  neuroradi- 
ologist can  read  a  list  of  topics  out  loud  to  a  person  being 
given  a  PET  scan,  topics  pertaining  to  sports,  music,  business, 
history,  whatever,  and  when  he  finally  hits  one  the  person  is 
interested  in,  a  particular  area  of  the  cerebral  cortex  actually 
lights  up  on  the  screen.  Eventually,  as  brain  imaging  is  refined, 
the  picture  may  become  as  clear  and  complete  as  those  see- 
through  exhibitions,  at  auto  shows,  of  the  inner  workings  of 
the  internal  combustion  engine.  At  that  point  it  may  become 
obvious  to  everyone  that  all  we  are  looking  at  is  a  piece  of 
machinery,  an  analog  chemical  computer,  that  processes 

2  Recounted  by  the  British  prison  psychiatrist  Theodore  Dalrymple  in  the 
magazine  City  Journal. 


information  from  the  environment.  "All,"  since  you  can  look 
and  look  and  you  will  not  find  any  ghostly  self  inside,  or  any 
mind,  or  any  soul. 

Thereupon,  in  the  year  2006  or  2026,  some  new  Nietzsche 
will  step  forward  to  announce:  "The  self  is  dead" — except  that 
being  prone  to  the  poetic,  like  Nietzsche  I,  he  will  probably 
say:  "The  soiil  is  dead."  He  will  say  that  he  is  merely  bring- 
ing the  news,  the  news  of  the  greatest  event  of  the  millenni- 
um: "The  soul,  that  last  refuge  of  values,  is  dead,  because 
educated  people  no  longer  believe  it  exists."  Unless  the  assur- 
ances of  the  Wilsons  and  the  Dennetts  and  the  Dawkinses  also 
start  rippling  out,  the  lurid  carnival  that  will 
ensue  may  make  the  phrase  "the  total 
eclipse  of  all  values"  seem  tame. 

IF  I  WERE  A  COLLEGE  STUDENT 

today,  I  don't  think  I  could 
resist  going  into  neuro- 
science.  Here  we  have 
the  two  most  fascinat- 
ing riddles  of  the 
twenty-first  century: 
the  riddle  of  the 
human  mind  and 
the  riddle  of  what 
happens  to  the 
human  mind  when 
it  comes  to  know 
itself  absolutely.  In 
any  case,  we  live  in 
an  age  in  which  it  is 
mpossible  and  point- 
to  avert  your  eyes 
from  the  truth. 
Ironically,  said  Nietzsche, 
this  unflinching  eye  for  truth, 
this  zest  for  skepticism,  is  the  lega- 
cy of  Christianity  (for  complicated  rea- 
sons that  needn't  detain  us  here).  Then  he 
added  one  final  and  perhaps  ultimate  piece  of  irony  in 
a  fragmentary  passage  in  a  notebook  shortly  before  he  lost  his 
mind  (to  the  late-nineteenth-century's  great  venereal  scourge, 
syphilis).  He  predicted  that  eventually  modern  science  would 
turn  its  juggernaut  of  skepticism  upon  itself,  question  the 
validity  of  its  own  foundations,  tear  them  apart,  and  self- 
destruct.  I  thought  about  that  in  the  summer  of  1994  when 
a  group  of  mathematicians  and  computer  scientists  held  a 
conference  at  the  Santa  Fe  Institute  on  "Limits  to  Scientific 
Knowledge."  The  consensus  was  that  since  the  human  mind 
is,  after  all,  an  entirely  physical  apparatus,  a  form  of  com- 
puter, the  product  of  a  particular  genetic  history,  it  is  finite 
in  its  capabilities.  Being  finite,  hardwired,  it  will  probably 
never  have  the  power  to  comprehend  human  existence  in  any 
complete  way.  It  would  be  as  if  a  group  of  dogs  were  to  call 
a  conference  to  try  to  understand  The  Dog.  They  could  try  as 
hard  as  they  wanted,  but  they  wouldn't  get  very  far.  Dogs  can 
communicate  only  about  forty  notions,  all  of  them  primitive, 
and  they  can't  record  anything.  The  project  would  be  doomed 
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from  the  start.  The  human  brain  is  far  superior  to  the  dog's, 
but  it  is  limited  nonetheless.  So  any  hope  of  human  beings 
arriving  at  some  final,  complete,  self-enclosed  theory  of 
human  existence  is  doomed,  too. 

This,  science's  Ultimate  Skepticism,  has  been  spreading 
ever  since  then.  Over  the  past  two  years  even  Darwinism,  a 
sacred  tenet  among  American  scientists  for  the  past  seventy 
years,  has  been  beset  by... doubts.  Scientists — not  religiosi — 
notably  the  mathematician  David  Berlinski  ("The  Deniable 
Darwin,"  Commentary,  June  1996)  and  the  biochemist 
Michael  Behe  (Darwin's  Black  Box,  1996),  have  begun  attack- 
ing Darwinism  as  a  mere  theory,  not  a  scientific  discovery,  a 
theory  woefully  unsupported  by  fossil  evidence  and  featuring, 
at  the  core  of  its  logic,  sheer  mush.  (Dennett  and  Dawkins, 
for  whom  Darwin  is  the  Only  Begotten,  the  Messiah,  are 
already  screaming.  They're  beside  themselves,  utterly  apoplec- 
tic. Wilson,  the  giant,  keeping  his  cool,  has  remained  above 
the  battle.)  By  1990  the  physicist  Petr  Beckmann  of  the  Uni- 
versity of  Colorado  had  already  begun  going  after  Einstein. 
He  greatly  admired  Einstein  for  his  famous  equation  of  mat- 
ter and  energy,  E=mc2,  but  called  his  theory  of  relativity  most- 
ly absurd  and  grotesquely  untestable.  Beckmann  died  in  1993. 
His  Fool  Killer's  cudgel  has  been  taken  up  by  Howard  Hay- 
den  of  the  University  of  Connecticut,  who  has  many  admir- 
ers among  the  upcoming  generation  of  Ultimately  Skeptical 
young  physicists.  The  scorn  the  new  breed  heaps  upon  quan- 
tum mechanics  ("has  no  real-world  applications". .."depends 


entirely  on  fairies  sprinkling  goofball  equations  in  your  eyes"), 
Unified  Field  Theory  ("Nobel  worm  bait"),  and  the  Big  Bang 
Theory  ("creationism  for  nerds")  has  become  withering.  If 
only  Nietzsche  were  alive!  He  would  have  relished  every 
minute  of  it! 

Recently  I  happened  to  be  talking  to  a  prominent  Cali- 
fornia geologist,  and  she  told  me:  "When  I  first  went  into 
geology,  we  all  thought  that  in  science  you  create  a  solid  layer 
of  findings,  through  experiment  and  careful  investigation,  and 
then  you  add  a  second  layer,  like  a  second  layer  of  bricks, 
all  very  carefully,  and  so  on.  Occasionally  some  adventurous 
scientist  stacks  the  bricks  up  in  towers,  and  these  towers  turn 
out  to  be  insubstantial  and  they  get  torn  down,  and  you  pro- 
ceed again  with  the  careful  layers.  But  we  now  realize  that  the 
very  first  layers  aren't  even  resting  on  solid  ground.  They  are 
balanced  on  bubbles,  on  concepts  that  are  full  of  air,  and 
those  bubbles  are  being  burst  today,  one  after  the  other." 

I  suddenly  had  a  picture  of  the  entire  astonishing  edifice 
collapsing  and  modern  man  plunging  headlong  back  into  the 
primordial  ooze.  He's  floundering,  sloshing  about,  gulping 
for  air,  frantically  treading  ooze,  when  he  feels  something 
huge  and  smooth  swim  beneath  him  and  boost  him  up,  like 
some  almighty  dolphin.  He  can't  see  it,  but  he's  much 
impressed.  He  names  it  God.  ■ 

Tom  Wolfe  has  chronicled  American  popular  culture  for  more  than  three  decades. 
His  best-selling  hooks  include  The  Electric  Kool-Aid  Acid  Test,  The  Right  Stuff, 
and  the  Bonfire  of  the  Vanities.  His  new  novel,  due  next  year,  is  set  in  Georgia. 
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F perhaps  it's  true  that  the  World  Wide  Web  will  end 
H  not  with  a  bang  but  a  whimper:  no  sudden  outages 
W  and  paralyzed  networks,  rather  a  gradual  browning 
out  as  Gen-Xers  shrug  and  walk  away  from  the  increas- 
ingly sclerotic  Internet  and  assign  their  hyperactive  at- 
tention spans  to  more  fashionable  and  agile  forms  of  new 
media.  For  many  who  have  joined  the  Internet  gold  rush,  this 
will  be  an  apocalyptic  day. 

We'll  come  to  understand,  retrospectively,  that  the  sure  bet 
of  the  late-twentieth-century  economy  wasn't  so  much  the 
Web  as  the  wave  of  history  that  formed  it  at  millennium's  end. 
Americans,  in  particular,  are  too  inclined  to  think  of  all  this 
marvelous  technology  as  simply  the  introduction  of  one  more 
new  product  to  a  satiated  society.  In  the  end,  however,  this 
isn't  really  about  technology,  but  about  the  voracious  human 
appetite  for  freedom  and  connection.  Even  if  the  wires  and 
bundled  bits  of  today's  Internet  infrastructure  prove  incapable 
of  bearing  the  load  of  all  this  activity,  unshackled  freedom 
of  expression  and  enterprise  will  still  find  its  path  through 
silicon — or  some  new  miracle  of  sand,  glass,  or  air — meet- 
ing with  the  resources  of  the  invisible  economy  of  the  mind. 

Few  appreciate  the  digital  revolution's  integral  role  in  the 
defeat  of  communism  and  the  efflorescence  of  the  ideal  of  de- 
mocratic capitalism  throughout  the  world.  For  young  Czechs 
and  Estonians,  for  instance,  passion  for  the  digital  revolution 
and  the  freedom  revolution  are  one  and  the  same. 

Could  it  be  that  the  Web  is  little  more  than  a  prairie  fire 
of  bit  radiation,  moving  across  the  face  of  the  earth,  reducing 
to  detritus  mighty  forests  of  government  and  commerce  that 
have  too  long  shaded  yearning  economic  life  from  the  nur- 
turance  of  light?  It  may  burn  bright  and  hot  for  a  while,  then 
the  smoke  will  clear.  Up  from  the  ashes  will  emerge  sprouts 
that,  in  time,  will  themselves  tower,  becoming  tomorrow's 
giants  of  global  enterprise. 

The  proliferation  of  digital  technologies  has  provided 
business — especially  small  business — with  power  and  utility 
that  previously  would  have  taken  generations  to  capitalize. 
Not  since  we  yanked  the  plow  from  the  farmer's  weatherworn 
hand  and  summoned  him  to  the  assembly  line  has  more  eco- 
nomic firepower  been  placed  at  the  disposal  of  the  entrepre- 
neur and  sole  proprietor. 

Hundreds  of  thousands  of  small-  and  medium-size  busi- 
nesses, many  of  which  have  never  even  contemplated  the 
international  market  because  of  the  cost  and  complexity  of 
getting  access,  will  soon  become  global  companies.  Their 


entrees  will  take  shape  not  as  complicated,  macroeconomic 
initiatives,  but  rather  as  the  result  of  one  hot  sales  lead  at  a 
time.  The  Web  is  now  shining  light  into  the  hidden  corners 
of  the  world  economy.  It  is  revealing  new  discoveries  and 
innovations  that  earlier  might  have  been  concealed  by  statism, 
protectionism,  and  corporatism. 

Products,  markets,  and  companies  may  change,  but  the 
customer  is  eternal.  Customers,  pursuing  goods,  services,  and 
solutions  to  suit  their  own  individual  tastes  and  needs,  repre- 
sent a  stable  economic  unit.  The  American  Marketing  Asso- 
ciation rang  in  the  1990s  by  calling  it  the  Decade  of  Market- 
ing. Little  did  the  association  know  just  how  boldly  we  would 
celebrate  the  idea  of  the  market.  And  now,  as  the  new  cen- 
tury unfolds,  the  Decade  of  the  Customer  is  about  to  blossom. 
Individual  customers  will  be  better  able  to  fulfill  their  par- 
ticular desires  and  requirements  than  ever  before. 

There  are  mysteries  in  the  micromarket.  After  a  century  of 
collectivizing  customers  into  demographics,  segments, 
cohorts,  and  clusters  can  we  readjust  our  thinking  to  consider 
one-to-one  marketing  the  growth  market  of  the  future? 

T|  he  technical  term  for  the  audible  screeches  and  tones 
of  one  computer  connecting  with  another  is  handshake. 
It  is  a  concept  as  old  as  recorded  history.  One  hand 
grasps  another  in  trust  and  faith,  given  without  absolute 
assurance  of  gain  or  reward.  When  people  are  free  to 
do  business  in  this  fashion,  growth  and  progress  far  beyond 
anyone's  individual  gifts  have  always  resulted. 

Today,  more  people  than  ever  are  free  to  enter  into  such 
covenants  with  one  another.  It's  the  essence  of  the  promise  of 
one-to-one  marketing;  free  economies  have  always  grown  one 
handshake  at  a  time.  There  is  nearly  an  infinite  realm  of  pos- 
sibilities for  us  to  serve  one  another.  In  a  world  of  high-speed 
connections,  there  is  no  shortage  of  others  whose  needs  match 
our  services. 

So  long  as  we  remain  free,  new  tools  and  new  technolo- 
gies will  emerge  to  satisfy  our  desire  to  be  of  good  use  to  our 
fellows.  That's  why  it  doesn't  really  matter  whether  the  Web 
collapses  or  not.  Mikhail  Gorbachev,  of  all  people,  expressed 
it  best  in  1990  when  he  was  quoted  in  an  article  for,  of  all  pub- 
lications, the  Wall  Street  Journal:  "The  market  is  not  an  in- 
vention of  capitalism. ...  It  is  an  invention  of  civilization."  ■ 

Rick  Segal  is  cofounder  of  Henstey  Segal  Rentschler  Incorporated,  a  Cincinnati 
marketing  communications  firm  specializing  in  niche  marketing  and  interactive 
media. 
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May  15,  1990: 
Inspired  by  childhood  memories, 
a  designer  at  Pacifica,  Chrysler's  California 
design  studio,  scribbles  the  words 
"production  hot  rod"  on  a  3"x  5"  card. 


August  13,  1991 
Designer  walks  it 
colleague's  offia 
with  loose  sketch 
21st  century  open-t\ 
roadster.  That  even\ 
a  group  gathers  to  d 
how  it  could  be  bu 


February  1,  1996: 
"The  only  action  more  outrageous  than 
creating  a  Prowler  show  car  is  building  copies  for  sale 

to  the  public.  Proving  that  this  is  not  your  average 
car  company,  Chrysler  Corporation  intends  to  do  just 
that."-  Motor  Trend.  February  1996 


January  10,  1996: 
Wearing  shades  a  la  Jake  and  Elm 
Chrysler  Chairman  Bob  Eaton  a\ 
Bob  Lutz  wheel  Prowler  prototype 
Detroit  Auto  Show  to  announce 
that  it  will  become  a  limited 
production  1997  Plymouth. 


^    What's  the  point  of  building  an  outrageously  cool  vehicles  aren't  just  exercises  in  corporate  van 

concept  car  if  the  closest  anyone  can  get  to  it  is  They're  laboratories  for  testing  new  ideas.  W 

behind  a  velvet  rope  at  some  auto  show?  That's  what  people  respond  to  those  ideas,  we  pay  attend 

we  thought  too.  At  Chrysler  Corporation,  concept  Sometimes  we  incorporate  them  into  your  next 
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September  18, 1990: 
Chrysler  Design  Chief  Tom  Gale  starts 
work  on  his  own  custom  street  rod. 


May  9,  199 I.- 
Chrysler top  management  gets  wind  of 
project.  Message  from  President  Bob  Lutz: 
"If  you  want  this  to  see  the  light  of  day,  it 
better  have  one  hell  of  an  attitude." 


May  20,  1991: 
Lutz  is  shown  scale  model  of 

concept  car.  Grinning,  he 
agrees  with  recommendation 

to  build  fidl-size  version. 
Project  is  named  "Prowler." 


1 


April  15,  1995: 
First  prototype  body  parts, 
fabricated  entirely  from 
aluminum,  are  delivered. 


January  7,  1993: 
Prowler  show  car 
draws  huge  crozvds 
at  Detroit  Auto  Show, 
followed  by 
impassioned  pleas 
to  put  it  into  production. 


May  10,  1992: 
Chrysler  team  travels  to  the 
NSRA  Street  Rod  Nationals 
for  research,  inspiration, 
and  rousing  performance 
by  Peter  Noone  and 
Herman 's  Hermits. 


GREAT  TRUCKS 

&  CHRYSLER  CORPORATION 


k,  sport  utility,  or  minivan.  And  sometimes  we 
lally  produce  that  heart-stopping  design  you  saw 
>n  the  stand.  It's  what  you  do  when  great  cars  are 
t  you're  about. 


— f 


40  billion  in  sales.  50,000  patent  rights. 

One  philosophy. 


What  kind  of  world  will  our  children  inherit?  It  depends  on  the 
decisions  we  all  make  today. 

Philips  believes  that  we  have  a  responsibility  to  make  more  than  "things." 
That  we  must  strive  to  make  life  better. 

Philips  has  contributed  to  many  of  the  world's  digital  standards. 
Our  capabilities  include  computer  and  video/VGA  presentation 
monitors;  CD-ROM  recorders;  DVD-ROM  drives  and  multimedia 
add-ons;  handheld  computing  products;  speech  processing;  and  the 
semiconductors,  laser  optics  and  components  that  drive  them. 

This  huge  knowledge  base  is  at  the  heart  of  a  new  generation  of  products 

for  a  new  generation  of  human  beings. 

believe  in  the  power  of  technological  innovation, 
ve  all,  we  » expect  the  people  it  is  created  for. 


PHILIPS 


©1996  Philips  Electronics  North  America  Corporate 
Philips  Electronics  NV  1995  Worldwide  Sale; 
Philips  Electronics  NV  holds  more  than  50,000  global  patent  rights 
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TOM 

ONLY  GOOD  IF  YOU  CAN  TRUST  IT 

BROKAW 


WIhen  i  began  to  get  involved  in  broadcasting 
and  journalism  as  a  teenager,  I  lived  in  a  world 
of  AM-only  radio,  rotary-dial  telephones,  long- 
distance operators,  black-and-white  televisions 
(one  set  per  household),  and  really  only  two 
networks,  NBC  and  CBS. 

Now  I  work  for  one  of  five  networks,  competing  against 
tenacious  cable  systems 
offering  news  all  the  time 
or  music  all  the  time  or 
sports  all  the  time  or  his- 
tory all  the  time.  I  send 
email  to  my  colleagues  and 
download  editorial  infor- 
mation from  one  of  three 
PCs  in  my  home,  office, 
and  traveling  backpack.  I 
make  telephone  calls  from 
airplanes,  cars,  and  street 
corners. 

Whenever  anything  hap- 
pens almost  anywhere  in 
the  world,  we  can  count  on 
getting  a  signal  and  a  pic- 
ture via  a  portable  satellite 
that  can  be  set  up  in  a 
camping  tent  or  on  the 
back  of  a  pickup  truck — as 
they  were  in  Somalia. 
Moreover,  even  if  we  don't 
have  our  own  camera  crew 
at  the  site,  it's  likely  some- 
one will  have  a  home  video 
camera  with  broadcast 
quality  tape. 

Mass  media  have  never  been  more  mass.  We're  all 
better  for  it  if  we  always  keep  in  mind  one  fundamental 
truth:  Ultimately,  information  is  useful  only  if  you  can 
trust  it.  Is  it  factual?  What's  the  source?  How  does  it  fit 
with  other  information? 

Technology  alone  cannot  provide  those  critical  tests. 
Mass  media  work  best  when  they  have  intelligent,  curious 
people  of  independent  judgment  examining  and  testing 
information  in  a  raw,  shapeless  form  before  it  lands  on 
your  television  set,  computer  screen,  or  radio. 


That  was  true  when  news  was  passed  by  word  of  mouth, 
from  cave  to  cave.  It  is  especially  true  now  that  all  of  the 
computers  in  the  world  have  the  capacity  to  be  hooked 
together  via  the  Internet.  That  technology  has  so  swiftly 
widened  the  universe  of  information  and  communication 
that  even  the  founding  geniuses  of  cyberspace  struggle  to 
define  its  magnitude  and  discover  its  applications. 

My  crystal  ball  is  not 
flawless,  but  I  strongly 
believe  that  in  the  future 
we'll  have  a  mix  of  all  of 
the  various  media:  over  the 
air,  satellite,  cable,  and  the 
Internet.  They  will  comple- 
ment one  another.  Indeed, 
in  some  cases  they  will  be 
combined  by  enterprising 
visionaries.  As  information 
consumers  we'll  shift  easily 
from  the  large  screen  to 
the  small  screen  and  back 
again,  downloading,  up- 
loading, surfing,  browsing, 
printing,  and  emailing  to 
our  heart's  content. 

Maybe  even  one  day  I'll 
be  able  to  spend  the  early 
morning  hours  fly-fishing, 
rock  climbing,  or  horse- 
back riding  in  my  beloved 
American  West,  and  then 
boot  up  my  cell-powered 
computer  and  work  on  the 
production  of  NBC  Nightly 
News  until  it's  time  to 
mosey  over  to  the  satellite  truck  parked  streamside  and 
go  on  the  air. 

All  of  that  is  possible,  if  not  practical.  What  is  nei- 
ther practical  nor  possible  is  my  ability  to  explain  to  you 
how  the  picture  gets  from  where  I  work  to  where  you 
watch  it. 

Trust  me.  It's  a  miracle.  Leave  it  at  that.  ■ 

Tom  Brokaw  has  been  sole  anchor  of  NBC  Nightly  News  since  1983.  He  is  a 
recipient  of  the  Peabody  Award  and  numerous  Emmys,  and  has  written  essays 
for  the  New  York  Times,  the  Washington  Post,  and  Sports  Illustrated. 


Illustration  by  Ed  Fotheringham 
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WHAT 


TOTAL  ERP  SOLUTION 
WORLD-CLASS  FUNCTIONALITY 
FLEXIBILITY 

RAPID  TIME-TO-BENEFIT 
MULT!  OR  SINGLE  SITE 
MULTI  OR  SINGLE  CURRENCY 
MULTI  OR  SINGLE  LANGUAGE 
EASY  TO  IMPLEMENT 
EASY  TO  USE  AND  MAINTAIN 
EASY  TO  INTEGRATE 
WORLD-CLASS  PLATFORM 
HIGH  PERFORMANCE 
SCALABILITY 

SIMPLE  MIGRATION  PATH 
COST-EFFECTIVE  TECHNOLOGY 
24-HOUR  GLOBAL  SUPPORT 
OUTSTANDING  ROI 


QAD  s  MFG/NT  software  on  the  Microsoft  Windows  NT  server  platform 
provides  an  integrated  global  supply  chain  management  solution  for 
mid-range  manufacturers.  QAD  serves  the  automotive,  consumer 
packaged  goods,  electronics,  food  and  beverage,  industrial  products, 
and  medical  devices  sectors.  Industry-specific  features  address  market 
demands  so  that  manufacturers  today  can  profit  from  this  comprehensive 
enterprise  resources  planning  (ERP)  package. 

And,  QAD's  time-to-benefit  methodology  makes  MFG/NT  software 
fast  to  implement  and  easy  to  use  and  maintain.  With  implementations 
in  more  than  70  countries,  and  software  available  in  24  languages 
concurrently,  QAD  gives  you  the  tools  you  need  to  gain  a  distinct 
competitive  advantage. 

MFG/NT  software.  You  want  it...  you  got  it. 


n 

QAD 


Microsoft 

nmnmrnm 


QAD  and  MFG/NT  are  trademarks  of  QA1)  Inc.  Microsoft  and  Windows  NT 
are  registered  trademarks  of  the  Microsoft  Corporation 


OAI)  Global  Marketing,  6450  Via  Real,  Carpinteria,  California  93013  USA    Tel:  +1  805  565  9404  http://www.qad.com 


PUBLIC  LIFE 

RUSH 

THE  THORNIEST  PROBLEMS  ARE  NEVER  TECHNOLOGICAL 

LIMBAUGH 


I'm  asked  all  the  time  to  predict  things.  What  will  be  the 
outcome  of  this  or  that  election,  for  instance,  or  what  will 
happen  to  the  American  economy.  Callers  to  my  program 
want  to  know  when  I  think  an  American  journalist  will 
admit  he  or  she  is  a  liberal.  Or  when  tobacco  will  be  out- 
lawed. Or  who  will  be  pardoned  first  by  Bill  Clinton. 

Of  course,  nobody  knows.  The  most  interesting  thing  about 
the  future  is  that  the  con- 
ventional wisdom  is  nearly 
always  wrong.  This  is  espe- 
cially true  of  technology.  I 
remember  as  a  kid  the  pre- 
dictions that  by  the  1980s  we 
were  all  going  to  travel 
around  in  pneumatic  tubes, 
eat  our  meals  in  pill  form, 
and  talk  to  each  other  on  TV 
phones. 

Instead,  the  technological 
developments  that  have  had 
the  most  impact  on  daily 
and  business  life  are  rela- 
tively lowly  innovations  that 
went  virtually  unpredicted, 
such  as  the  VCR,  CD  players, 
ATM  machines,  fax  machines, 
modems.  Even,  arguably, 
when  it  comes  to  day-to- 
day activity,  the  mundane 
blowdryer. 

If  you  watched  The  Jetsons, 
and  I  know  you  did,  you  saw 
1960s-era  fantasies  about  the 
future  in  grandiose  tech- 
nological terms — personal 
spaceships,  for  example.  Housecleaning  robots.  Or  presto, 
change-o  hairdos  and  outfits  at  the  push  of  a  button.  But  you 
also  saw  an  intact  family  with,  as  they  say,  traditional  gender 
roles.  Those  aspects  of  society  were  so  taken  for  granted  that 
they  were  not  even  questioned.  Yet  those  are  precisely  what 
have  changed  most  dramatically.  We  still  drive  cars,  we  still 
live  in  cities  that  have  to  cope  with  snow  removal,  we  still 
eat  off  plates,  we  still  have  to  put  our  own  clothes  on.  But 
the  "givens,"  the  nature  of  families,  schools,  cultural  institu- 
tions...and,  yes,  values — those  are  no  longer  common  touch- 


stones. Heck,  we  don't  even  agree  as  a  society  that  a  kid  car- 
rying a  loaded  gun  to  school  should  be  searched  and  suspend- 
ed, as  was  demonstrated  in  a  recent  New  York  court  case. 

So  I  write  this  little  piece  wary  of  predictions.  It's  safer  to 
observe  that  the  very  things  we  predict  will  change  very  well 
might  not. ..and  the  things  we  think  are  stable,  dependable, 
and  secure  very  well  might  not  be. 

That  said,  I  remain  con- 
vinced that  computer  tech- 
nology, still  in  its  infancy,  is 
as  exciting  as  anything  that 
human  beings  have  ever  de- 
veloped. The  ultimate  infor- 
mation- and  resource-gath- 
ering capabilities  of  the 
Internet  are  beyond  our 
wildest  dreams.  Bill  Gates 
has  touted  the  emerging  fric- 
tion-free capitalism  possible 
with  the  new  technology. 
There's  friction-free  infor- 
mation, as  well.  The  public 
will  be  able  to  avail  itself  of 
absolutely  dazzling,  en- 
hanced educational  oppor- 
tunities, as  well  as  entertain- 
ment. There  is  no  question 
in  my  mind  that  this  will 
lead  to  a  more  informed 
electorate.  The  ever  increas- 
ing and  various  sources  of 
information  will  cause  vot- 
ers, newly  liberated  from  the 
old-style  news  networks,  to 
be  much  more  skeptical — 
which  is  ultimately  a  good  thing.  It  will  produce  and  inspire 
individual  thought. 

Another  good  thing  is  that  the  computer  industry,  though 
global,  remains  driven  by  American  innovation  and  develop- 
ment. This  bothers  some  people  at  the  New  York  Times,  which 
last  year  ran  an  article  complaining  that  there  was  "too  much 
English"  on  the  Internet:  "Some  countries,  already  unhappy 
with  the  encroachment  of  American  culture — from  blue  jeans 
and  Mickey  Mouse  to  movies  and  TV  programs — are  worried 
that  their  cultures  will  be  further  eroded  by  an  American  ►  266 


Illustration  by  Robert  Grossman 
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Breakthrough  Productivity 
and  Individual  Empowerment 


jS>SS 


Increasing  productivity 
throughout  your  organization  and 
empowering  the  individual  worker  is  a 
critical  key  for  succeeding  in  business  today- 
NEC  integrates  computers  and  telephones  to 
deliver  this  powerful  formula.  Through  our  FUSION 
Integrated  Communications  Strategy,  we  liberate  you  and 
your  business  to  adapt  to  changing  markets— and  to  seize 
profitable  business  opportunities. 

FUSION  empowers  the  information  worker  with  breakthrough 
productivity.  In  fact,  the  FUSION  Integrated  Environment  deliver 
multiple  media  technology  and  software  application  solutions 
across  the  organization.  Enabling  individuals,  departments  and 
strategic  work  groups  to  increase  revenue,  slash  costs, 
enhance  delivery  and  improve  service.  Voice,  data,  text, 
video  and  imaging  — multiple  media  for  multiple  results. 
Break  through  to  the  FUSION  Integrated  Environment. 
To  find  out  more  about  the  FUSION  Integrated  Communication 
Strategy,  contact  your  local  NEC  dealer,  call  us  at  1-800-TEAM-NE 
or  visit  our  website  at:  http://www.nec.com 


Linking  people  with  information  through  integrated  technology. 

1996  NEC  America,  Inc. 


PUBLIC  LIFE 


BILL 


HISTORY'S  GREATEST  BRAIN  DRAIN 

FREZZA 

"Civilization  is  the  progress  toward  a  society  of  privacy.  The  savage's  whole  existence  is  public,  ruled  by  the  laws  of  his  tribe. 
Civilization  is  the  process  of  setting  man  free  from  men."  — Ayn  Rand,  1943 


I 


Individual  sovereignty.  Absolute  ownership  of  oneself. 
This  ideal  has  intrigued  libertarians  (with  a  small  /)  for 
generations.  Unfortunately,  only  an  incurable  ideologue 
believes  it  will  ever  happen  in  the  real  world.  But  suppose 
a  place  existed  where  privacy  was  inherently  assured?  A 
place  where  coercive  force,  whether  exerted  by  outlaws  or 
by  the  state  in  the  name  of  protecting  us  from  outlaws, 
was  physically  impossible?  A 
place  where  both  the  whims 
of  tyrants  and  the  will  of  the 
majority  meant  nothing? 

What  kinds  of  societies 
would  emerge  if  the  fabric  of 
civilization  could  only  be 
woven  from  the  voluntary 
exchange  of  value  for  value? 
And  how  would  large  eco- 
nomic communities  function 
if  they  could  not  appeal  to 
a  supreme  authority  pre- 
pared to  use  guns  and  clubs 
to  enforce  codes  of  conduct 
or  rights  of  contract? 

It's  high  time  to  start  ask- 
ing these  questions.  This  hy- 
pothetical place  is  already 
under  construction.  We  call 
it  cyberspace,  and  at  the  rate 
things  are  going,  much  of  the 
world's  productive  talent  is 
going  to  move  there  over  the 
next  fifty  years. 

In  cyberspace,  you  must 
learn  a  new  code  of  social  in- 
tercourse. You  are  free  to 
stop  listening  to  whomever  you  please,  but  you  cannot  make 
someone  else  shut  up.  Yes,  you  can  try  to  dispatch  jackboot- 
ed  policemen  to  track  down  and  yank  out  an  antagonist's 
physical  connection — if  you  happen  to  live  in  the  same  po- 
litical sphere  of  influence.  But  invoking  this  remedy  will  be 
hard  if  you  can't  discover  the  identity  of  the  offending  par- 
ty. As  anonymous  access  methods  mature,  and  the  ability  to 
create  multiple  pseudonymous  accounts  becomes  more  con- 
venient, only  those  who  choose  to  reveal  their  real-world  iden- 
tities will  be  at  risk  of  nocturnal  visits  from  armed  enforcers. 

Illustration  by  Istvan  Banyal 
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In  cyberspace  you  learn  that  ever  since  cryptology  escaped 
from  the  control  of  national  security  agencies  it  has  been  flour- 
ishing in  the  private  domain.  The  latest  techniques  are  avail- 
able for  the  asking,  a  simple  download  away.  This  is  more  than 
a  temporary  headache  for  FBI  chief  Louis  Freeh,  implacable 
foe  of  the  legions  of  terrorists  who,  we  are  told,  are  busily  ex- 
changing email  messages  plotting  to  blow  up  the  World  Trade 

Center.  Because  encryption 
techniques  are  based  on 
combinatorial  mathematics 
that  are  asymmetric,  contin- 
ual advances  in  low-cost 
processing  power  favor  the 
code  maker  over  the  code 
breaker.  Soon  even  the  great 
national  labs  will  be  power- 
less to  read  encrypted  mes- 
sages produced  by  inexpen- 
sive consumer  products. 
Plug  these  into  the  Net  be- 
hind a  mask  of  anonymity, 
and  privacy  becomes  not  an 
abstract  right  but  an  algo- 
rithmic certainty. 

The  prospect  of  inviolable 
freedom  of  speech  thrills  civil 
libertarians.  Their  odd  view 
of  liberty  is  offended  if 
they're  denied  access  to  dirty 
pictures,  though  they  have 
no  problem  watching  the 
state  access  your  paycheck. 
These  halfhearted  freedom 
fighters  will  soon  learn  that 
censorship's  demise  is  just  a 
trifle  compared  with  what  lies  ahead. 

When  it  reaches  maturity,  the  Internet  will  do  nothing  less 
than  dissolve  the  hoar/  grip  of  collectivism.  How?  As  the  Net's 
tentacles  spread  around  the  globe,  supranational  economic 
communities  will  arise  behind  the  cryptographers'  shield. 
Within  these  virtual  communities,  members  will  create  and 
exchange  anything  that  can  be  represented  by  a  string  of  bits, 
that  is,  anything  that  is  a  product  of  the  human  mind.  Along- 
side the  work  output  of  the  vast  majority  of  citizens  in  the 
developed  countries,  electronic  money  will  invisibly  ^-268 
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WHAT  COMPANY  WOULD  GO  WITH 
AN  INTERNET  SERVICE  THAT  DIDN'T 
OPERATE  115  OWN  PRIVATE  NETWORK 
OR  TAKE  FULL  RESPONSIBILITY 
FOR  ITS  CONNECTIONS? 


One  that  doesn't  knew  LS.  ftrom  B.S. 

PSINet 


WE  MAKE  MORE  COMPANIES  MORE  MONEY 
WITH  THE  INTERNET  THAN  ANYBODY  ELSE. 

(all  toll  free  1-8 88 -PS I -1 2 S 3  or  visit  www.psi.net  for  local  connections  in  the  U.S.  or  Internationally. 


PSINet  Limited 

CANADA 

1  -905-477-1 31  f 


PSINet  Japan  Inc. 

JAPAN 

81-3-5574-7171 


World  Online  B.V. 

NETHERLANDS 

31-35-699-8777 


Hansol  Teltom  Co.  Ltd. 

S.  KOREA 

82-2-3457-5195 

{Offering  service  as  ivynet) 


PSINet  UK  Limited 

UNITED  KINGDOM 

44-1223-577-167 


PSINet  Inc.  Corporate  Headquarters 

UNITED  STATES 

1-703-904-4100 

(For  consumer  services  call  1.800.799.0678.) 


PUBLIC  LIFE 

ROGER 

YOUR  ROAD  MAP  TO  SPECTACULAR  RETURNS 

McNAMEE 


Does  the  idea  of  investing  in  technology  stocks  scare 
{  you?  Welcome  to  the  club. 
I  For  investors,  the  reality  of  technology's  increas- 
'  ing  share  of  our  national  output  must  be  weighed 
against  the  seemingly  endless  number  of  companies 
and  complex  technical  jargon.  In  a  technology  environment 
where  product  cycles  are  short  and  market  leadership  is  often 
ephemeral,  many  of  us  choose 
to  avoid  the  risk  and  invest 
elsewhere. 

Don't.  Technology  is  the 
most  exciting  part  of  our 
economy.  For  growth-stock 
investors,  no  other  sector  of- 
fers so  much  opportunity. 

There  are  many  ways  to 
be  successful  as  a  technolo- 
gy investor.  My  partner  and 
I  have  been  very  successful 
with  what  amounts  to  a  "buy 
and  hold"  strategy.  Over  the 
years,  we  have  evolved 
twelve  rules  that  govern  our 
investment  behavior.  They 
work  for  us  and  I  think  they 
can  work  for  you. 

1.  Focus  pays.  More  than  a 
thousand  public  technology 
companies  operate  in  a  few 
dozen  major  markets.  I  rec- 
ommend that  you  concen- 
trate on  a  small  number  of 
investment  themes  or  indus- 
try sectors  whose  attractive- 
ness is  likely  to  persist  for  a 
decade  or  more.  My  favorite  themes  are  connectivity,  mobility, 
and  interactivity.  My  favorite  sectors  are  data  communications 
and  client/server  software. 

2.  Even  in  the  best  sectors  and  themes,  some  companies  are 
better  positioned  than  others.  I  always  consider  this  question: 
"Whose  products  are  most  indispensable?"  In  the  PC  market, 
for  example,  Microsoft's  operating  systems  and  Intel's  mi- 
croprocessors are  found  in  90  percent  of  all  machines.  For  the 
Internet  market,  the  short  list  of  indispensable  products  to- 
day includes  communications  devices  (made  by  Cisco, 


Cascade,  and  others)  and  browser  software  (made  by  Netscape 
and  Microsoft). 

3.  Some  technology  business  models  are  inherently  superior. 
Companies  with  high  margins,  high  market  share,  signifi- 
cant intellectual  property  protection,  and  low  capital  inten- 
sity are  far  more  likely  to  be  successful.  For  instance,  a  disk 
drive  vendor  might  serve  the  same  market  as  Microsoft,  but 

its  business  model  would 
pale  by  comparison.  All  else 
being  equal,  we  prefer  com- 
panies that  sell  millions  of 
units  of  a  low-priced  prod- 
uct through  indirect  chan- 
nels over  companies  that  sell 
a  low-volume,  high-priced 
product  on  a  direct  basis.  The 
latter  are  more  subject  to 
negative  earnings  surprises. 

4.  Insight  is  precious.  In  the 
technology  markets,  infor- 
mation is  a  commodity.  So 
much  information  is  out 
there  that  what  you  really 
need  is  a  filter  to  help  you 
focus  on  the  important  stuff. 
Insight  is  the  filter  that  keeps 
us  from  drowning  in  data. 

5.  It  all  comes  down  to  prod- 
ucts. Whether  the  company 
you  are  looking  at  is  small  or 
large,  new  or  old,  products 
are  what  will  make  the  dif- 
ference to  your  rate  of  re- 
turn. My  rule  of  thumb  is 
this:  If  a  product  is  hot,  Wall 

Street's  earnings  estimates  will  always  be  too  low;  if  the  product 
isn't  hot,  the  estimates  will  prove  to  be  too  high.  Because  of 
this,  I  tend  not  to  worry  about  price/earnings  multiples  until 
they  expand  beyond  all  historical  precedent. 
6.  Product  cycles  are  the  only  cycles  that  matter.  Economists 
talk  about  interest  rates  and  the  economic  cycle,  but  product 
cycles  are  what  drive  the  earnings  of  technology  stocks.  This 
applies  to  all  companies,  no  matter  what  their  position  on  the 
market.  Product  transitions  cause  uncertainty... and  create 
buying  windows  in  the  best-positioned  companies.  ^266 
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ANDY 

TAKING  STOCK  AND  MAKING  CENTS 

KESSLER 


1[KE  those  magnificent  men  in  their  flying  machines,  tech 
stocks  go  up,  up,  up,  and  they  go  down,  down,  down. 
The  ride  can  be  turbulent.  But  tech  investing  will  keep 
you  up  in  the  long  run — if  you  always  keep  the  wind 
I  at  your  back.  How? 
Among  seasonal,  cyclical,  and  secular  trends,  the  secular 
has  the  most  steady,  blowing  winds.  Seasonal  means  summer 
and  winter.  Simple  enough, 
but  still  overused  on  Wall 
Street  to  explain  why  com- 
panies miss  third-quarter 
earnings.  Cyclical  means 
semiconductor  inventory  cy- 
cles— maybe  even  product 
cycles,  such  as  changes  in 
microprocessors  from  486s 
to  Pentiums,  or  software  up- 
grade cycles  from  Windows 
3.1  to  Windows  95. 

But  secular  trends  are  the 
power  curve:  the  three-  to 
five-year  or  even  five-  to  fif- 
teen-year trends  that  put  the 
wind  at  your  back.  Not  just 
a  breeze  but  a  howling  gale, 
blowing  you  up,  up,  up.  Sin- 
gle ideas,  as  simple  as  saying 
"plastics"  to  Dustin  Hoffman 
in  The  Graduate.  The 
microprocessor,  desktop 
software,  inter-networking, 
wireless  communications, 
consumer  electronics,  the 
Internet.  You  can  fight  these 
trends  if  you  want;  most  es- 
tablished players  do.  But  as  an  investor,  the  idea  is  to  pay 
attention  to  a  modern  Silicon  Valley  proverb:  If  you  can't 
direct  the  wind,  adjust  the  flaps. 

Finding  secular  trends  is  straightforward  in  retrospect  but 
not  so  easy  while  they're  happening.  How  do  you  do  it?  Hey, 
I  can't  solve  all  your  problems.  I  can,  however,  offer  a  ten- 
point  strategy  to  help  with  the  liftoff. 

1.  Intellectual  property  (versus  hard  assets  or  the  manufac- 
turing or  distribution  channel).  Scarcity  is  over.  Knowledge 
is  monetizable.  It's  that  simple.  You  can  sell  hard  assets,  but 


only  if  the  value  added  is  the  intellectual  property  contained 
within  (such  as  in  Cisco  routers). 

2.  Decentralized  computing.  Like  the  traveling  circus,  appli- 
cations can  be  set  up  for  a  matter  of  weeks  and  then  torn 
down.  Corporate  intranets  will  help  create  flexibility,  allowing 
companies  to  test  and  create  new  business  models  on  the  fly. 

3.  Scalable.  The  key  to  decentralization  is  networkability,  which 

means  zero  distribution  costs. 
And  that  spells  scalability. 
Revenue  can  be  created  with 
almost  negligible  incremen- 
tal cost.  One  example  of 
scale  is  a  word  processing 
program  like  Microsoft's. 
The  first  copy  costs  $10 
million  (for  research  and 
development  and  all  that), 
the  second  about  $1. 

4.  Personal.  Does  the  prod- 
uct or  service  reach  out  and 
touch  someone?  Then  and 
only  then  is  real  scale  pos- 
sible, such  as  one  million 
units.  Hundreds  of  mega- 
hertz of  processor  speed,  bil- 
lions of  bytes  of  data  storage, 
and  soon  millions  of  hertz  of 
bandwidth  will  lead  to  per- 
sonal applications. 

5.  TEA:  televisual/engaging/ 
adaptive.  This  follows  from 
the  personal  characteristic, 
but  is  really  a  subset.  It  is 
now  easy  to  create  televisual- 
quality  applications,  with 

CD-quality  audio,  full-motion  video,  or  real-time-rendered 
3D  graphics.  But  I  have  yet  to  actually  experience  a  televisual, 
engaging,  adaptive  application.  I  know  it's  possible.  Please, 
someone  break  the  ice. 

6.  Pull  versus  push  based  on  productivity.  Personal,  televisu- 
al, adaptive  all  mean  bunk  if  the  final  output  is  not 
increased  productivity.  This  productivity  enables  product 
cycles  that  customers  will  be  pulling  out  of  your  hands,  not 
that  you'll  have  to  push  on  them.  My  point  is,  you  may  have 
all  these  characteristics  nailed  down  cold  and  be  one  to  ^266 
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THE  SEARCH  FOR  EXCELLENCE  CONTINUES 

PETERS 


|t's  nice  to  have  a  clear  assignment.  Editor  Rich  Karlgaard 
growled  into  the  phone,  "Talk  about  what's  happened  since 
your  first  book,  In  Search  of  Excellence."  So  here  goes... 

Some  who  bought  Search  (subtitle:  Lessons  from  Amer- 
ica's Best  Run  Companies)  read  it  as  confirmation  of 
American  management  practice.  Coauthor  Bob  Waterman 
and  I  saw  it  instead  as  an  out-and-out  indictment  of  the 
drift  of  post-World  War  II  business  dogma.  In  a  1995 
interview  for  a  BBC  religion  show,  I  surprised  myself 
by  saying  (my  sound  bite!)  that  my  career  was  one  long 
reaction  against  Body  Count  Bob  McNamara's  hyper- 
rational,  analysis-is-all  approach  to  managing  anything 
(Ford)  and  everything  (our  involvement  in  Vietnam,  where 
I  spent  some  time). 

The  truth:  In  1946  big  companies  were  still  managed  by 
the  seat  of  the  pants.  Peter  Drucker  (and  McNamara,  to  be 
fair)  changed  all  that.  At  first,  for  the  good.  (Getting  orga- 
nized wasn't  a  bad  idea  for  these  behemoths.)  Later,  for  ill. 
(All  truly  good  ideas  are  carried  to  extremes.) 

Ford  needed  buttoning  down.  Badly.  But  eventually  the 
M.B. A. /McNamara  mentality  sapped  the  firm's  vitality.  In 
reaction  to  all  the  management  gobbledygook,  Waterman  and 
I  ripped  the  likes  of  McNamara  and  Boston  Consulting  Group 
founder  Bruce  Henderson,  who  spoke  of  strategic  "dogs"  and 
"cows."  (And  in  the  process  we  scorched  our  strategic-plan- 
ning-obsessed  McKinsey  partners,  too.)  We  tore  into  mar- 
keting buzz  phrases  as  well.  In  their  place  came  our  com- 
monsense  themes:  ACTION. ..CUSTOMERS. ..PEOPLE. 
Management  theorizing  had  gotten  so  bloody  "sophisticated" 
by  1980  that  those  sorts  of  words  were  almost  absent.  (You 
can  look  it  up,  as  Dave  Barry  would  say.) 

So  let's  take  another  look.  The  "back  to  basics"  section  of 
Search  included  eight  things  we  said  marked  the  good  guys: 

1.  A  Bias  for  Action  Sure  it's  a  platitude.  But  it  was  news 
in  '82!  (And  in  '96  for  most  big  companies,  truth  be  told.)  We 
said  the  best  big  companies — e.g.,  Hewlett-Packard,  3M,  John- 
son &  Johnson — did  stuff  and  then  thought  about  it,  not  vice 
versa.  We  were  right  then.  It's  even  "more"  right  now,  if  that's 
possible.  (My  favorite  1996  quote  comes  from  MCI  Chairman 
Bert  Roberts  Jr.,  who  describes  his  strategy  this  way:  "We  run 
like  mad  and  then  we  change  direction."  They  do.  It  works. 
It's  rare.  Still.) 

2.  Customers  First  Most  companies  in  1982  were  so  caught 
up  in  their  underdrawers  that  they'd  forgotten  their  customers. 
Marketing?  Yes!  Yes!  Every  gimmick  in  the  book!  But  the 


POC — the  plain  old  customer?  Wouldn't  find  him,  or  her,  men- 
tioned in  any  text  du  jour.  We  performed  a  service  in  resur- 
recting the  old  fella  who  actually  buys  the  stuff.  And  it's  still 
the  rare  company  that  gets  it.  (Look  at  the  way  Saturn  has 
thrived  simply  by  catering  to — hold  on — women  as  customers.) 

On  the  other  hand,  our  number-one  exemplar  was  IBM  and 
look  what's  happened  to  those  guys!  My  favorite  management 
book  of  the  last  five  years  is  Gary  Hamel  and  C.  K.  Prahal- 
ad's  Competing  for  the  Future.  Its  essential  message:  Lead  your 
customers!  Listening  is  okay,  but  can  be  taken  (far)  too  far.  I 
now  think  the  best  companies  are  intimately  in  touch  with  their 
customers — and  1.52783  steps  ahead  of  them.  (If  you're  1.14 
steps  or  less  ahead  you  die  of  me-too-ism,  and  if  you're  2.62 
steps  or  more  ahead  you  die  of  before-your-time-ism.) 

3.  Autonomy  and  Entrepreneurship  This  section  of  Search 
was  one  long  paean  to  3M  (the  biggest  case  study  in  our  book). 
We  were  right  then.  We're  right  now.  Oddly  (amazingly!)  my 
"favorite"  companies  in  Search  remain  (just  about)  my  fa- 
vorite four  companies  today:  3M,  Johnson  &  Johnson,  HP, 
PepsiCo.  For  giants,  they  are  remarkably  agile  and  remark- 
ably entrepreneurial.  Some  (several!)  Search  "stars"  let  us 
down.  (Badly!)  These  four  didn't.  (Bless  them!) 

4.  Productivity  through  People  The  B  schools  did  teach 
courses  in  "organizational  behavior"  in  1982,  but  it's  not  much 
of  a  stretch  to  say  that  "people"  were  AWOL  from  business- 
strategy  thinking.  I'm  happy  with  what  we  did  here. 
("McKinsey  partners  endorse  people" — BIG  NEWS  in  '82.) 
Right  then.  Right  now. 

5.  Hands-On,  Value-Driven  Management-by-detachment 
really  was  "the  word"  in  the  1970s.  We  proposed  an  alterna- 
tive word  (our  favorite  in  Search),  shamelessly  swiped  from 
HP:  MBWA...or  Managing  by  Wandering  Around.  This  was — 
and  is — so  damned  right  it  still  makes  me  tingle.  (In  fact,  one 
HP  informant  says  his  company's  number-one  problem  to- 
day is  that  MBWA  has  been  replaced  by  the  hands-off  MBSA 
practice — Managing  by  Screening  Around.) 

The  "values"  idea  was  brand-new  stuff  in  '82,  and  (again) 
a  counter  to  sterile  strategic  thinking.  (Good  for  us!)  But  little 
did  we  imagine  that  "values  statements"  soon  would  be  print- 
ed on  plastic  cards  and  handed  out  to  hundreds  of  thousands 
of  (appropriately)  skeptical  troops,  thus  paving  the  way  for 
Dilbert's  cynical  ascendance. 

But  there's  a  bigger  value  issue,  which  we  blew.  VALUES 
AGE  TOO!  IBM's  commendable  customers-uber-alles  became 
slavish  devotion  to  the  wrong  (glass-house/mainframe)  ►240 
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239-4  customer  when  computing 
went  populist,  and  the  firm's  ad- 
mirable love  affair  with  its  people 

became  an  excuse  for  holding  on  to  400,000  folks  to  do  the 

work  of  200,000. 

6.  Stick  to  the  Knitting  This  was  misunderstood  when  we 
wrote  it.  (Nobody  read  the  chapter,  only  the  title.)  We  did  not 
champion  mindlessly  holding  on  to  yesterday.  We  applaud- 
ed the  work  of  UCLA  professor  of  strategy  Richard  Rumelt, 
who  said  related  diversification  paid  off  best:  Zealous  stick- 
to-itiveness  was  wrong.  So  too  brainless,  unrelated  conglom- 
eration (the  once-adored  ITT/Harold  Geneen  model). 

7.  Simple  Form,  Lean  Staff  This  one  makes  us  look  really 
smart.  But,  in  fact,  it's  our  biggest  bobble.  We  applauded 
"lean"  long  before  the  Age  of  Downsizing/Rightsizing/Reengi- 
neering.  We  should  be  proud. 

I'm  not. 

We  didn't  begin  to  imagine  how  much  fat  lingered  on  the 
bodies  of  IBM  or  GM,  et  al.  I  now  tout  Chairman  Percy 
Barnevik  of  ABB  (Asea  Brown  Boveri)  to  the  skies:  He  cut 
ABB's  German  headquarters  staff  from  1,600  to  100.  That 
would  have  been  totally  unimaginable  in  1982!  (Alas,  it  still  is 
to  many  in  1996.) 

8.  Properties  That  Are  Simultaneously  Loose/Tight 

Nobody  except  for  one  guy  (as  far  as  I  can  tell)  understood 
it  then.  Nobody  does  now.  It  was  mostly  right.  Translation: 
(1)  Be  religious  about  core  values,  (2)  Within  that  value  set, 
allow  all  sorts  of  screwing  around  (aka  experimentation).  The 
guy  who  got  it  was  Bob  Stone,  a  former  Defense  Department 
official  who  directs  Al  Gore's  surprisingly  successful  Rein- 
venting Government  program.  And  what's  the  wrong  part 
of  this  principle?  See  No.  5  above:  Pious  adherence  to  the 
wrong  values  can  mess  you  up  big  time... fast. 

All  in  all,  the  report  card  on  our  Big  Eight  isn't  too  shabby. 
But  save  the  applause.  That  is,  don't  you  dare  go  back  and 
closely  examine  In  Search  of  Excellence — and  see  what's  miss- 
ing. To  wit: 

•  Dynamics  per  se  (strategic  paranoia,  as  Intel's  president  and 
CEO  Andy  Grove  might  put  it) 

•  Innovation  per  se 

•  The  information  technology  revolution  (absent,  if  you  can 
believe  it — and  here  I  am  writing  for  Forbes  ASAP\) 

•  Globalism  (also  MIA) 

•  Quality 

•  Leadership 

•  Personal  renewal 

•  The  role  of  small-  and  medium-size  businesses 

•  The  service  sector 

I  can't  believe  we  were  so  smart!  Our  Big  Eight  had  sim- 
ply been  missing  pre-Search.  I  can't  believe  we  were  so  dumb! 
(Just  look  at  the  list  above.  WHAT  IDIOTS!) 

And  that  brings  me  to. ..THE  PRESENT.  The  only  way 
JJA  to  tell  you  what  I  think  is  to  tell  you  what  I  do.  The 
centerpiece  of  my  work  is  giving  daylong  seminars, 
JfaBM  sixty      so  a  year  from  Auckland  and  Seoul  and 

m  Wk  Frankfurt  to  Knoxville  and  Atlanta  and,  yes,  Peoria. 
They  are  organized  around  what  I  call  my  "circle  chart,"  or, 


formally,  "Crazy  Times  Call  for  Crazy  Organizations:  The 
Circle  of  Innovation."  The  title  is  a  lot  of  the  story,  and  it  aims 
to  correct  in  and  of  itself  the  two  most  glaring  oversights  of 
Search.  First...  DYNAMICS.  The  theme  I  now  stress  is  the  need 
for  constant  renewal  and  reinvention.  Second,  my  new 
obsession/mantra... INNOVATION.  Words  that  consultant 
James  F.  M6ore  once  uttered  have  become  my  tag  line:  "The 
only  truly  sustainable  advantage  comes  from  out-innovating 
the  competition."  I'm  now  that  dreadful  character — the  con- 
vert/true believer — and  I  am,  in  fact,  genuinely  taken  aback 
by  the  absence  of  solid  thinking  on  the  topic  of  innovation 
per  se.  "Innovation  scholar"  is  an  oxymoron.  And  for  the 
life  of  me  I  can't  figure  out  why. 

"Incrementalism  is  the  enemy  of  creativity,"  says  MIT  Me- 
dia Lab  chief  Nicholas  Negroponte,  disquietingly.  "Strategy  is 
revolution;  everything  else  is  tactics,"  adds  strategist  supreme 
Gary  Hamel.  I  acknowledge  the  role  of  stability  and  regularity, 
but  contend  that  far  bigger  issues  (e.g.,  1.7  billion  Asians  set 
to  enter  the  world's  workforce  in  the  next  twenty  years,  none 
more  than  0.6  seconds  away  from  Palo  Alto — or  Peoria — 
thanks  to  the  new  technologies)  require  agility  and  the 
tough-to-swallow  R-word:  that  is,  Revolution.  We  ain't  seen 
nothing  yet! 

As  I  ponder  my  newfound  religions  (dynamics  and  inno- 
vation), I  can't  help  but  wonder  if  I  have  leaped  from  the  frying 
pan  into  the  fire.  That  is,  I  am  so  chastened  by  the  absence 
of  dynamics  in  my  first  book  that  in  the  last  fifteen  years  I've 
gone  hog-wild  over  it.  Look  at  some  of  my  post-Search  titles: 
A  Passion  for  Excellence;  Thriving  on  Chaos;  Liberation  Man- 
agement; The  Pursuit  of  WOW! — and  now  the  next  book,  ten- 
tatively called  Rules  for  Radicals:  A  Provocateur's  Guide  to 
Management  2000.  My  defense  is  contained  in  this  observa- 
tion from  writer  James  Fallows,  commenting  on  a  conference 
he  attended  during  which  science  fiction  writer  Bruce  Sterling 
spoke.  Sterling,  writes  Fallows,  "said  he  and  his  fellow  writers 
were  constantly  being  overtaken  by  events.  ...The  'cycle  time' 
of  modern  inventions  outstripped  their  imaginations." 

Bruce  Sterling... and  me! 

Though  I'm  commonly  labeled  a  radical,  virtually  all  of  my 
sins  of  the  past  fifteen  years  have  been  sins  of...  conservatism. 
I  have  underestimated  coming  change... not  oversold  chaos. 

With  tongue  nowhere  near  cheek,  I  claim  in  my  seminars 
that  I  am  not  a  purveyor  of  ideas,  merely  an  observer.  In 
1982 — in  retrospect,  and  3M,  J&J,  HP,  and  PepsiCo  not- 
withstanding— we  looked  at  established  firms  that  appeared 
to  have  stayed  the  course.  Some  continue  to.  Some  dropped 
out  of  the  race. 

These  days,  my  goal  is  not  to  find  companies  for  the  ages, 
but  instead,  companies  living  1996  as  if  it  were  2006.  Thus,  by 
the  time  I  wrote  Liberation  Management  and  Pursuit  of  WOW!, 
I  was  not  looking  at  GE  (sorry,  Jack)  or  even  revisiting  HP,  but 
instead,  blathering  on  about  such  innovators  as  IDEO,  CNN, 
VeriFone,  Oticon,  IDG,  Southwest  Airlines,  and  Thermo  Elec- 
tron. Some  of  these  companies  may  even  be  around  in  2006. 

(But  don't  count  on  it.)  ■ 

Tom  Peters  describes  himself  as  a  gadfly,  curmudgeon,  champion  of  bold  failures, 
prince  of  disorder,  maestro  of  zest,  professional  loudmouth,  corporate  cheerleader, 
and  capitalist  pig.  He  is  also  the  best-selling  business  author  of  all  time. 
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communications 


I.  ANIXTER,  INC.  is  a  global  networking  and  cabling  sys- 
:ems  specialist  supplying  products  and  services  for  the 
:ransmission  of  data,  voice,  video  and  multimedia. 
I  SOURCE,  INC.,  headquartered  in  Dallas,  Texas  is  the 
eading  independent  provider  for  current  and  evolving 
Dusiness  applications  of  computer  and  telephony  integration. 

•  SATELLITE  COMMUNICATIONS* 
i.  COMSAT  MOBILE  COMMUNICATIONS  provides  global 
satellite  communications  services  to  maritime,  aeronau- 
ical  and  land  mobile  customers,  via  the  Inmarsat  satellite 
system. 

I.  PLANET  1  BY  COMSAT  PERSONAL 
COMMUNICATIONS  offers  affordable,  portable,  global 
satellite  communications  including  digital  voice,  fax, 
lata,  and  e-mail.  Call  1-888-PLANET1,  1-301-214-3500 
lutside  the  U.S.,  or  e-mail  us  at  Planet1@comsat.com. 

•  WIRELESS  TECHNOLOGY/SERVICES  • 
i.  QUALCOMM  CDMA  (Code  Division  Multiple  Access) 
'echnology  developed  by  Qualcomm  is  revolutionizing 
vireless  communications.  CDMA  provides  clearer  calls, 
io  static,  less  background  noise,  fewer  dropped  calls, 
md  no  cloning. 

WYND  COMMUNICATIONS  CORPORATION  Wynd 
/lail  provides  wireless  internet  e-mail,  faxing,  paging  and 
sxt-to-speech  messaging  from  virtually  any  laptop  or 
almtop  computer. 


I.  ARIZONA  DEPARTMENT  OF  COMMERCE  For  mforma- 
on  on  expanding  or  relocating  your  business,  contact 
lie  Arizona  Department  of  Commerce  at  1-800-528-8421. 


hardware 


•  LAPTOPS/PORTABLES  • 

.  AST  COMPUTER  manufactures  and  markets  desktop, 
erver,  and  notebook  computers  worldwide.  Product 
imilies  include  Premmia,  Bravo,  Ascentia,  Manhattan 
nd  Advantage!  brands  with  models  suitable  for  almost 
very  business  or  personal  application  and  budget. 

•  MEMORY  PRODUCTS* 
KINGSTON  TECHNOLOGY,  the  world's  leading  inde- 

endent  manufacturer  of  memory  products  for  personal 
omputers,  workstations  and  printers,  also  provides 
rocessor,  networking  and  storage  enhancements. 

•  MODEMS* 

).  TDK  SYSTEMS,  INC.  The  industry  leading  manufac- 
rer  of  PC-Card  fax/modems  and  network  adapters  suitable 
r  use  worldwide. 

*  PC'S  • 

I.  ACER  AMERICA  CORPORATION  The  Acer®  Aspire™ 
fers  popular  software  titles,  even  an  integrated  phone 
'-  and  a  fresh  perspective  on  personal  computing.  For 
formation  call  1-800-558-ACER. 

•  PRINTERS* 
!.  EPSON  AMERICA,  INC. 


•  CONSULTANTS  • 
j:.  BDM  INTERNATIONAL,  INC.  (Nasdaq:BDMI)  provides 
i  formation  technology  systems  and  solutions,  from 
lainframe  migration  to  intranet  integration,  to  government 
;id  the  private  sector  worldwide. 

•  FINANCIAL  SERVICES  • 
.  AMERICAN  EXPRESS  FUND  SOURCE  Call  1-800-AXP- 
1 1  for  your  FREE  issue  of  top  ten  selections.* 


Calls  onlv 


15.  FLEET  FINANCIAL  GROUP  (NYSE  FLT),  an  $88 
billion  diversified  financial  services  company,  offering 
tailored  solutions  including  acquisition  financing,  work- 
ing capital,  corporate  finance,  foreign  exchange,  cash 
management,  structured  finance,  equipment  leasing. 

16.  MERRILL  LYNCH  A  tradition  of  trust. 

17.  MONTGOMERY  ASSET  MANAGEMENT  Invest 
Wisely.sm  For  more  information  and  a  prospectus  on  our 
100%  no-load  funds,  call  1-800-572-FUND  or  visit  us  on 
the  net  at  www.xperts.montgomery.com/1. 

18.  ROBERTSON,  STEPHENS  &  COMPANY  is  an  interna- 
tional investment  banking  and  investment  management 
firm  specializing  in  emerging  growth  companies  within 
the  technology,  health  care,  retailing/consumer  products, 
real  estate  and  emerging  special  situations  industries. 

*  INTERNET  SERVICES* 

19.  AOL  PRIMEHOST  combines  unparalleled  Web  hosting 
experience  with  a  complete  Web  authoring  environment. 
Supported  and  maintained  by  AOL's  infrastructure, 
PrimeHost  offers  the  best  online  commerce  and  website 
solutions  for  small  to  large  businesses. 

20.  E*TRADE  SECURITIES  Take  charge  of  your  invest- 
ments with  America's  leading  electronic  brokerage.  Get 
valuable  news,  charts  and  research  free  —  24  hours  a 
day.  Plus,  trade  for  as  little  as  $14.95  per  listed  market 
order.  Visit  our  Web  site  today!  http://www.etrade.com. 

21.  PSINET  provides  Internet  access  options  ranging 
from  high-speed  modem  dial-up  and  ISDN  for  telecom- 
muters and  small  office  LANS  to  dedicated  high-speed 
circuits  for  corporate  connectivity. 

•  MARKETING  COMMUNICATIONS  • 

22.  HENSLEY  SEGAL  RENTSCHLER,  a  marketing  commu- 
nications firm  specializing  in  niche  markets  and  narrow- 
cast  media.  Named  Advertising  Age's  Business  Marketing 
"Agency  of  the  Year"  in  part  for  its  innovative  work  in 
Internet  marketing. 

•  MINISTERIAL  LOCATIONS  ADVISORY  SERVICES  • 

23.  BAVARIAN  MINISTRY  FOR  ECONOMIC  AFFAIRS, 
TRANSPORT  AND  TECHNOLOGY  The  Location  Advisory 
Service  of  the  Bavarian  Ministry  for  Economic  Affairs, 
Transport  and  Technology  provides  consultancy  and  assis- 
tance through  all  stages  of  a  company's  site  selection 
process. 

•  SOFTWARE  • 

24.  COMPUTER  ASSOCIATES  Call  1-800-225-5224  for 
more  information. 

•  BUSINESS  SOFTWARE  • 

25.  J.D.  EDWARDS  &  COMPANY  One  World  is  J.D. 
Edwards'  client/server  software  solution.  The  enterprise- 
wide  offering  runs  across  multiple  platforms  including 
the  AS/400,  RS/6000,  HP  9000,  Digital  Alpha  Server,  and 
System/390. 

•  CLIENT/SERVER  • 

26.  SAP  AMERICA,  INC.  A  market  and  technology  leader 
in  client/server  software,  provides  comprehensive  solu- 
tions for  companies  of  all  sizes.  SAP  products  empower 
people  to  respond  quickly  to  dynamic  market  conditions, 
helping  businesses  maintain  a  competitive  advantage. 

•  DATABASE/DATA  MARKETING  • 

27.  CUSTOMER  INSIGHT  COMPANY  delivers  database 
marketing  software  for  strategic  and  tactical  marketing 
planning.  This  client/server  technology  uses  customer 
information  to  develop  acquisition  and  retention-based 
marketing  programs. 

•  EDA  SOFTWARE  • 

28.  CADENCE  DESIGN  SYSTEMS  provides  comprehensive 
services  and  technology  for  the  product  development 
requirements  of  the  world's  leading  electronic  companies. 

•  ENTERPRISE  BUSINESS  APPLICATIONS  • 

29.  PEOPLESOFT  develops,  markets,  and  supports  a 
complete  suite  of  business  applications  -  PeopleSoft 
Financials,  PeopleSoft  Distribution,  PeopleSoft  Manu- 
facturing, and  PeopleSoft  HRMS  -  for  enterprise-wide 
information  management.  1-800-947-7753. 

♦  INTERNET  AUDIO  COMMUNICATIONS  • 

30.  VOCALTEC  LTD.  develops  and  markets  software  that 
enables  voice  and  audio  communications  over  the 
Internet.  The  company  is  also  pioneering  open  systems 
to  bridge  the  Internet  to  the  public  switched  telephone 
network.  VocalTec's  core  products  include  Internet 


Phone  software  introduced  in  February  1995  and  the 
Internet  Phone  Telephony  Gateway  Server.  For  more 
information,  call  1-800-843-2289. 

•  SUPPLY  CHAIN  MANAGEMENT  • 

31.  DALY  &  WOLCOTT  Application  Plus  is  an  integrated, 
enterprise-wide  set  of  supply  chain  and  financial  man- 
agement software  solutions  running  on  29  different  platforms 
and  all  maior  databases. 

32.  GAD,  INC.  is  a  leading  developer  and  global  supplier  of 
integrated  business  software  and  services  including  man- 
ufacturing, distribution,  customer  service  and  financial 
applications  in  an  open  systems  environment. 


33.  ADVANTEST  AMERICA,  INC.  Contact  Advantest,  the 
worldwide  ATE  leader,  for  automatic  semiconductor  test 
solutions  that  set  the  standards  for  accuracy,  reliability 
and  productivity. 

34  NEC  AMERICA,  CORPORATE  NETWORKS  GROUP 

For  nearly  100  years,  NEC  America,  Inc.,  a  leader  in 
advanced  computers,  communications  and  consumer 
electronics  technologies,  has  helped  its  customers 
extend  their  potential  with  innovative  products  and 
services. 

•  COMPUTER  SOFTWARE  &  SERVICES  • 

35.  COMPUWARE  CORPORATION  offers  year  2000  prod- 
ucts and  services. 

•  EDUCATION  • 

36.  UNIVERSITY  OF  PHOENIX  ONLINE  CAMPUS  meets 
the  needs  of  working  professionals  through  the  unparal- 
leled convenience  of  accredited  graduate  and  under- 
graduate business  and  technology  management  degrees 
earned  entirely  online.  1-800-742-4742. 

•  INFORMATION  MANAGEMENT  SERVICES  • 

37.  MICROAGE  AND  MICROAGE  INFOSYSTEMS 
SERVICES  markets  information  technology  products  and 
services  through,  and  in  partnership  with,  the  international 
network  of  more  than  1,500  franchised,  company-owned 
and  affiliated  reseller  locations. 

38.  SYMBOL  Call  1  -800-722-6234  or  visit  us  at 
http://www.symbol.com/ccf.htm. 

39.  UNISYS  CORPORATION  expertise  in  information 
management  is  founded  on  consulting,  outsourcing, 
solutions  and  systems  integration,  industry-leading 
technologies,  and  comprehensive  services  and  products 
for  distributed  computing  environments. 

•  VIDEO  CONFERENCING  • 

40.  NETWORKMCI  CONFERENCING  SERVICES  Video 
Conferencing  lets  people  from  around  the  world  meet 
face-to-face  without  ever  leaving  the  office. 


Los  Angeles 
Capital  of  the  Future 


41.  ARCO  PUBLIC  AFFAIRS  is  a  global  corporation  engaged 
in  exploration,  production  and  marketing  of  crude  oil 
and  natural  gas,  and  the  refining,  marketing  and  trans- 
portation of  petroleum  products.  ARCO  also  mines  and 
markets  coal  and  has  interests  in  two  chemical  companies. 
For  additional  information,  call  us  on  the  web  at 
http://www.arco.com. 

42.  ELTRON  INTERNATIONAL,  INC.  Manufactures  and 
distributes  worldwide  thermal  label  and  plastic  card 
printers,  smart  card  printing  systems,  verifiers,  software, 
label  media  and  related  accessories. 

43.  RICHEY  ELECTRONICS,  INC.  is  a  multi-regional, 
specialty  distributor  of  electronic  components  and  a 
provider  of  value-added  assembly  services. 


Malaysia:  Asia's  New 
High-Tech  Haven 


44.  THE  ASIA  CONNECT  SDN  BHD  Asia's  leading 
Internet  Solutions  Provider  that  focuses  on  developing 
electronic  commerce  solutions  for  all  industries. 

We  provide  industry  specific  application,  network 
systems  integration  and  web  design.  Visit  us  at 
http://www.asiaconnect.com.my. 

45.  TECHNOLOGY  PARK  MALAYSIA  An  organization  that 
fosters,  develops  and  commercializes  technological 
innovation  and  development  enabling  Malaysian  indus- 
tries to  compete  effectively  in  the  international  market. 


TOSHIBA  TECHNOLOGY  SETS  THE  STANDARD. 


Vision.  It  separates  the  leaders  from  Imagine  transforming  your  PC  into  a  robust 


the  followers.  It's  also  given  Toshiba  a  entertainment,  information  and  communications 


different  perspective  on  multimedia 


nerve  center.  A  place  where  thrilling  3D 


from  the  beginning.  This  unique  view  games  meet  spectacular  graphics.  Movies 


has  enabled  us  to  breathe  life  into 


merge  with  music.  And  videophone  and  faxing 


a  range  of  exciting  products  that 


capabilities  are  just  a  keystroke  away.  Now 


once  existed  only  in  the  imagination. 


imagine  doing  it  all  with  just  one  chip.  That's 


We're  proud  to  have  started  a 


what  the  new  MPACT™  media  processor 


revolution  that  will  help  to  define  the  makes  possible.  Developed  by  Toshiba  and 


future.  But  it's  only  just  begun. 


Chromatic  Research,  Inc.,  this  little  powerhouse 


Get  ready  for  the  ride  of  your  life. 


delivers  all  the  advanced  functions  that  previ- 


ously required  multiple  add-on  boards. 


Amazed?  Don't  be.  Just  call  1-800-879-4963. 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 
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VIRGINIA 

NO  ONE  CAN  KNOW  ABSOLUTELY  EVERYTHING 

POSTREL 


IN  the  beginning,  there  was  Scotch  cellophane  tape. 
3M  developed  it  so  a  bakery  could  seal  moisture-proof 
packages.  But  no  sooner  was  the  cellophane  tape  on  the 
market  than  customers  started  finding  new  uses  for  it: 
wrapping  packages,  repairing  ripped  curtains,  making  la- 
bels, even  lining  the  ribs  of  dirigibles.  Today,  the  3M  Web  site 
lists  124  different  tape  varieties  from  the  company's  office 
products  division  alone. 

It's  a  common  story:  the  product  that  takes  off  in  ways 
its  inventor  never  predicted.  The  Xerox  copy  machine  was  fa- 
mously more  successful  than  anyone  imagined  it  would  be, 
based  on  projections  of  carbon-paper  sales.  The  computer 
found  markets  far  beyond  high-end  scientific  research.  Peter 
Drucker,  who  tells  many  such  stories,  recounts  how  an  Indi- 
an engineering  firm  marketed  a  bicycle  with  a  small  engine. 
The  bike  didn't  do  very  well,  but  in  one  region  customers  kept 
ordering  the  engines  alone.  The  company  investigated  and 
discovered  that  farmers  were  using  the  machines  to  run  small 
irrigation  pumps.  It  switched  businesses  and  became  the 
world's  leading  maker  of  such  pumps. 

Such  surprises  confound  the  simplistic  fables  told  by  crit- 
ics of  capitalism,  who  imagine  that  consumers  are  drones 
who'll  buy  anything  that's  advertised  and  use  it  precisely  as 
directed.  Surprise  innovations  also  upset  would-be  techno- 
cratic planners — a  breed  common  in  engineering  circles — 
who  dream  of  centralizing  knowledge  in  a  decision-making 
elite,  of  making  life  predictable  by  limiting  options.  Efficiency 
was  the  watchword  of  turn-of-the-century  technocrats,  who 
touted  the  presumed  thriftiness  of  regulated  monopolies  over 
the  messiness  of  competition.  Technocracy  has  been  in  de- 
cline as  an  ideal  since  the  1960s.  Its  legacy  remains  in  such 
static  structures  as  the  Federal  Communications  Commis- 
sion's spectrum  allocation  policies,  which  prevent  license 
holders  from  switching  between  uses. 

And  the  ideal  of  top-down  order  still  has  its  appeal.  Yale 
computer  scientist  David  Gelernter  criticizes  the  improvisa- 
tion and  hardware  innovation  that  drive  the  personal  com- 
puter industry.  "The  whole  idea  of  the  killer  app  is  if  I'm  a 
hardware  company  I  can  build  a  computer  with  no  plans  for 
it  whatsoever — put  it  out  there  with  absolutely  no  intention 
of  anything  in  particular  for  it  to  do — and  I  assume  that  that 
killer  app  will  materialize  from  the  atmosphere,"  he  says  con- 
temptuously. "And  so  far  it  always  has."  Improvising  has 
"worked  so  beautifully"  that  software  development  is  "com- 
pletely chaotic,"  lacking  an  overall  intellectual  structure,  he  adds. 


As  a  software  scholar,  Gelernter  is  entitled  to  his  frustra- 
tion. But  the  rest  of  us  can  marvel  at  the  advances  produced 
by  improvisation,  adaptation,  and  the  race  to  improve  hard- 
ware— advances  that  are  hard  to  imagine  coming  from  single- 
use  machines  developed  as  integrated  products.  Dedicated 
word  processors  were,  after  all,  thriving  until  they  were 
displaced  by  multiuse  PCs. 

Seemingly  "chaotic"  innovation,  bubbling  up  from  a  mul- 
titude of  individual  plans,  allows  us  to  benefit  from  the  knowl- 
edge and  creativity  dispersed  beyond  the  official  centers  of 
invention.  MIT  management  professor  Eric  von  Hippel  stud- 
ied the  sources  of  innovation  in  several  different  industries. 
He  found  wide  differences,  concluding  that  what  matters  is 
who  gets  the  economic  benefits  of  innovation — something 
that  differs  from  industry  to  industry.  In  such  fields  as  sci- 
entific instruments  and  computer-aided  design  equipment, 
users  come  up  with  most  of  the  new  ideas.  Manufacturers  im- 
prove on  prototypes  developed  by  users  and  take  the  prod- 
ucts to  a  wider  market.  Von  Hippel  also  discovered  that  "lead 
users,"  who  need  today  what  the  rest  of  the  market  may  need 
tomorrow,  can  serve  as  useful  focus  groups  for  generating 
ideas  in  fast-moving  fields.  Innovation,  in  short,  is  a  far  more 
complicated  process  than  simple  models  of  manufacturer- 
driven  R&D  suggest. 

Useful  knowledge  is  widely  dispersed  and  expensive 
to  collect.  What  economist  F.  A.  Hayek  called  "com- 
petition as  a  discovery  procedure"  allows  us  to  find 
new  ideas  through  decentralized  trial  and  error,  the 
adaptation  and  improvisation  that  so  disturb  Gel- 
ernter. Customers  know  more  than  even  they  can  articulate. 
So,  too,  do  third-party  innovators  who  find  ways  to  get  the 
most  out  of  new  inventions.  Inventing  the  Macintosh,  devel- 
oping PageMaker,  and  redesigning  publishing  procedures  and 
magazine  layouts  to  take  advantage  of  desktop  production  all 
require  different  knowledge  bases  and  different  skills.  We 
would  be  far  poorer,  and  far  more  wasteful,  to  demand  that 
these  tasks  be  done  by  the  same  people  or  even  by  the  same 
firm.  A  dynamic  civilization  maximizes  the  production  and 
use  of  knowledge  by  accepting  widespread  ignorance.  By 
recognizing  that  no  one  can  know  everything,  we  can  all  benefit 
from  trade — and  from  surprises.  ■ 

Virginia  I.  Poslrel  (vpostrel@aol.com)  is  alitor  of  Reason,  a  monthly  magazine 
covering  politics,  culture,  and  ideas  from  a  libertarian  perspective.  Her  regular 
Forbes  ASAP  columns  can  be  found  at  www.reasonmag.com. 
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D  id  Yon  know 


Amway  worldwide  sales  grew  over  $1  billion  last  year  to  $6.3  billion  at  estimated  retail. 

Amway  is  now  in  more  than  70  countries  and  territories  —  from  Chile  to  China. 

Amway  products  are  packaged  in  21  different  languages,  almost  double  that  of  just  5  years  ago. 

Amway  is  the  largest  vitamin  and  mineral  supplement  manufacturer  in  the  world.* 

More  than  2.5  million  independent  Amway  distributors  worldwide  market  over 
6,500  products. 


Now  you  know  a  little  about  Amway.  If  you'd  like  to  know  more, 
call  for  a  free  brochure  at  1-800-544-7167  or  visit  our 
website  at  http://www.amway.com. 


endent  study  conducted  by  Nicholas  Hall,  based  on  7 994  sales. 


Amway 


And  you  thought  you  knew  us. 

©  1 996  Amway  Corporation 
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ROSABETH 

CAN  GIANTS  DANCE  IN  CYBERSPACE? 

MOSS  KANTER 


Iarge  companies  flirt  with  the  trappings  of  the  informa- 
tion revolution — a  Web  page  here,  an  email  system  there, 
electronic  data  interchange  between  factory  and  ware- 
house— but  many  have  not  yet  shifted  their  organiza- 
I  tional  style  from  the  machine  age  to  the  mind  age.  The 
industrial  era  provided  tools  for  the  body,  machines  to  extend 
people's  physical  capabilities.  The  information  era  is  provid- 
ing tools  for  the  mind.  But 
instead  of  creating  a  new  cul- 
ture in  tune  with  the  expan- 
sive human  possibilities  of 
cyberspace,  too  many  cor- 
porations are  confined  in 
"bureauspace" — the  mecha- 
nistic culture  of  bureaucracy. 

Contrast  the  webs  of  cy- 
berspace with  the  chains  of 
command  of  bureauspace. 

Cyberspace  is  multidirec- 
tional, spreading  informa- 
tion rapidly.  Bureauspace, 
with  its  hierarchies  of  supe- 
riors and  subordinates  and 
vertical  reporting  lines,  is 
unidirectional,  designed  to 
control  information. 

Cyberspace  is  connected. 
Bureauspace  is  isolating,  em- 
phasizing turf  and  territory. 

Cyberspace  sets  people 
searching  for  new  ideas  and 
methods.  Bureauspace — with 
its  rules,  regulations,  job 
descriptions,  organization 
charts,  and  procedure  man- 
uals— encourages  people  to  repeat  the  past. 

Machinelike  organizational  cultures  worked  reasonably 
well  in  an  industrial  economy  whose  defining  theory  was  Karl 
Marx's  dictum  that  power  comes  from  control  over  the  means 
of  production.  That  theory  bit  the  dust  even  before  Com- 
munism fell.  In  today's  global  information  economy,  power 
is  shifting  from  those  who  produce  goods  and  services  to  those 
who  buy  them  or  who  add  value  for  end  users.  Information 
technology  turns  the  world  into  a  global  shopping  mall  in 
which  customers  everywhere  have  access  to  the  world's  best, 


giving  them  the  power  of  choice. 

This  power  shift  transforms  whole  industries.  Computers? 
Large  manufacturers  once  told  customers  what  to  buy,  con- 
trolling distribution  tightly  and  charging  for  a  complete  bun- 
dle, need  it  or  not.  Now  hardware  is  sliding  toward  commodity 
status,  once-dominant  producers  like  IBM  are  putting  their 
brand  on  products  made  by  others,  and  the  hot  growth  area 

is  software,  an  application- 
oriented  industry  where 
customers  often  tell  produc- 
ers what  to  make.  Pharma- 
ceuticals? Drug  companies 
were  once  the  darlings  of  the 
American  stock  market  be- 
cause they  had  surefire  prof- 
its. "Detail  men"  told  physi- 
cians what  to  prescribe,  and 
hospitals  or  pharmacies  car- 
ried out  the  orders.  Now 
hospital  chains,  purchasing 
cooperatives,  and  health  main- 
tenance organizations  tell  the 
drug  industry  what  prices 
they  are  willing  to  pay  and 
how  they  want  products  de- 
livered, using  electronic  pro- 
curement systems.  Retailing? 
Food  manufacturers  in  North 
America  once  told  grocery 
stores  when  to  reorder  the 
companies'  premium-priced 
brands — brands  consumers 
supposedly  craved  because 
of  the  manufacturers'  adver- 
tising. Now  supermarkets 
equipped  with  scanners  have  real-time  information  about 
consumer  preferences,  and  they  tell  producers  when  to  pro- 
duce and  ship. 

To  compete  effectively  in  cyberspace,  physical  assets,  so 
important  in  bureauspace,  matter  less  than  intangible  intel- 
lectual assets.  World-class  companies  need  an  abundant  stock 
of  three  resources:  concepts— the  best  and  latest  ideas  and 
technologies,  which  means  investing  in  constant  innovation; 
competence — the  ability  to  execute  flawlessly  to  world-quality 
standards  while  offering  extra  services  to  customers,  ^-248 
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extend  the  company's  reach  and  leverage  its  offerings,  which 
means  investing  in  collaboration.  These  assets  rely  on  human 
capabilities:  creativity  and  imagination,  teaching  and  learn- 
ing, trust  and  respect. 

Having  the  best  concepts  is  vital,  especially  in  industries 
that  demand  constant  innovation  in  order  to  attract  and 
delight  customers.  That  truth  of  high  tech  holds  even  in  ser- 
vice industries.  Air  transportation,  for  example,  could  easily 
become  a  commodity — the  same  aircraft,  seat  configurations, 
pilot  training,  etc.  American  Airlines  broke  the  mold  by 
developing  the  first  leading  computerized  reservations  system 
and  by  inventing  frequent-flier  programs.  Everyone  else 
grabbed  these  concepts,  and  American  risked  falling  behind. 
Then  British  Airways  set  the  pace  with  concepts  such  as  ar- 
rival lounges  for  international  travelers,  new  seat  designs,  and 
amenities  for  sleeping  passengers.  Southwest  Airlines  found 
a  niche  in  low-cost  services  through  the  creativity  of  its  em- 
ployees— the  ideas  of  the  CEO  augmented  by  a  try-anything 
mandate  to  staff. 

Bigger  companies  are  inherently  more  conservative  than 
newer  or  smaller  ones:  They  have  to  squeeze  profit  out  of  past 
investments,  and,  besides,  innovation  may  be  blocked  by  other 
departments  that  have  plans  of  their  own.  Even  when  people 
are  encouraged  to  try  new  things,  the  rule  for  success  in  bu- 
reauspace  is  to  "stick  your  neck  out  just  enough  to  get  a  hair- 
cut, but  not  to  get  your  head  cut  off."  But  the  competitive 
conditions  in  cyberspace  demand  that  companies  challenge 
conventional  wisdom  and  reinvent  industry  models. 

Competence  is  the  second  major  asset  of  successful  com- 
panies. Competence  is  not  only  a  matter  of  having  skill  but 
also  the  ability  to  spread  know-how  and  empower  the  work- 
force to  take  actions  in  the  customers'  interest.  Corporate 
giants  often  articulate  a  desire  to  become  "learning  organi- 
zations," but  they  fail  in  practice  because  of  a  principal  fea- 
ture of  vertically  arrayed  bureauspace — the  importance  of 
rank.  Rising  to  a  higher  rank  in  Industrial  Age  corporations 
used  to  convey  special  privileges.  First,  senior  people  never 
again  had  to  talk  to  anyone  who  disagreed  with  them.  Second, 
they  never  again  had  to  learn  anything;  they  got  to  tell  other 
people  what  to  do.  And  third,  they  had  a  monopoly  on  in- 
formation. Managerial  status  was  defined  by  knowing  things 
before  other  people  did. 

Company  officers  deliberately  withheld  information  from 
lower-rank  employees  as  a  way  to  control  them — as  in  the 
case  of  the  California  autoworkers  who  heard  on  the  radio, 
while  driving  to  work,  that  their  plant  was  closing  that  day. 

Try  getting  away  with  that  in  cyberspace!  Today,  leaders 
who  surround  themselves  with  sycophants  or  who  insulate 
themselves  from  criticism  miss  out  on  the  vital  information 
necessary  to  guide  change.  The  more  senior  the  person,  the 
greater  the  need  for  direct  feedback.  Powersoft's  top  execu- 
tives regularly  join  online  forums  where  participants  tear  apart 
the  company's  products.  The  head  of  one  of  ABB's  largest 
American  units  measures  his  managers  on  the  number  of  cus- 
tomer complaints  they  report. 


In  the  information  age,  learning  takes  place  in  all  direc- 
tions, not  just  top-down  or  from  headquarters  out.  Newcomers 
with  knowledge  from  outside  the  organization  can  sometimes 
add  more  value  than  company  veterans.  "Kids"  teach  their 
seniors;  Slate's  distinguished  editor,  Michael  Kinsley,  is  un- 
learning print  magazine  rules  and  learning  the  Internet  from 
Microsoft  managers  decades  younger.  Rather  than  holing  up 
in  headquarters,  successful  CEOs  like  Gillette's  Alfred  Zeien 
are  on  the  road  constantly  to  exchange  ideas  face-to-face. 

Simultaneous  dissemination  of  information  means  that 
managers  are  informed  at  the  same  time  as  those  who  report 
to  them.  Often,  they  get  information  later  than  people  lower 
in  rank.  For  example,  in  one  consumer  packaged-goods  com- 
pany that  practices  the  new  team-based  style  of  management, 
factory  workers  responsible  for  scheduling  their  own  pro- 
duction have  direct  data  links  to  major  retailers,  getting  sales 
data  before  higher-paid,  more  "senior"  brand  managers. 

Connections  are  the  third  asset  of  world-class  companies. 
When  the  giants  dance,  they  must  have  partners.  They  must 
become  intimate  with  customers,  turn  suppliers  into  collab- 
orators, and  find  venture  partners  to  combine  offerings  or 
grow  markets.  Large  companies  like  Digital  Equipment  count 
on  technological  breakthroughs  from  tiny,  focused  partners 
like  Dragon  Systems,  a  market  leader  in  voice-recognition  sys- 
tems, which  employs  just  two  hundred  people.  Dragon  needs 
large  partners  like  Digital  to  reach  international  markets. 

The  trick  is  for  giants  to  dance  with  partners  without  step- 
ping on  their  toes.  That  requires  several  things  that  cut  across 
the  grain  in  bureauspace:  sharing  information  with  partners, 
networking  among  the  companies  at  multiple  organizational 
levels,  keeping  partners'  interests  in  mind  when  crafting  strate- 
gies, being  willing  to  learn  from  those  outside  the  bureaucratic 
towers,  and  showing  respect  for  different  corporate  cultures. 
Large  companies  can  breed  might-makes-right  arrogance.  Col- 
laboration requires  humility  and  empathy. 

Big  companies  have  a  lot  going  for  them,  even  in  cyber- 
space, from  brand  equity  to  distribution  clout.  But  they  must 
focus  on  the  people  factor  at  the  center  of  the  information 
revolution.  They  cannot  rely  on  the  technology  alone  or  on 
reengineered  processes.  For  all  its  claims  of  "transformation," 
reengineering  is  just  a  better  use  of  bureauspace.  It  does  not 
produce  the  revolution  of  human  consciousness  required  to 
master  cyberspace. 

Large  organizations  must  tear  down  the  confining  vertical 
structures  that  shape  bureauspace — skyscrapers,  towers,  silos, 
walls,  and  tunnel  vision.  They  must  behave  like  networks  of 
smaller  companies,  liberating  people  to  think  like  entrepre- 
neurs but  connecting  them  to  share  knowledge  and  to  form  a 
fluid  array  of  project  teams,  within  the  company  and  with 
partners.  The  software  industry,  driver  of  the  information  age, 
also  provides  its  most  compelling  organizational  models.  Born 
global  in  aspirations  and  standards,  and  densely  networked 
across  webs  of  overlapping  alliances,  software  companies  thrive 
on  imagination,  shared  learning,  and  human  connectivity. 
That's  the  rhythm  for  dancing  in  cyberspace.  ■ 

Rosabeth  Moss  Kanter  is  a  professor  at  the  Harvard  Business  School  and  is  the 
former  editor  of  the  Harvard  Business  Review.  She  is  the  author  of  When 
Giants  Learn  to  Dance,  The  Change  Masters,  and  most  recently,  World  Class. 
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If  high  tech  is  your  company's  business,  then  your  business 
should  be  in  Arizona.  Because  we  have  the  trained  work  force 
to  help  you  grow  to  your  maximum  potential. 

Almost  1,300  high-tech  companies  now  call  Arizona  home.  And 
nearly  half  our  manufacturing  employment  is  in  high-tech  sectors. 
That's  50%  greater  than  the  national  average.  Our  high-tech  work 
force  is  growing  at  one  of  the  fastest  rates  in  the  country,  assuring 
a  strong  future  labor  pool.  Plus  our  universities  and  community 
colleges  provide  well-educated,  skilled  employees. 

But  that's  not  all.  In  Arizona,  your  company  benefits  from  a  "right 


to  work"  environment.  A  highly  developed  transportation  system. 
And  a  sophisticated  communications  network. 

So  it's  not  surprising  that  corporations  like  Honeywell,  Motorola, 
Intel  and  Microsoft  have  chosen  Arizona  as  the  place  to  grow. 

Give  your  high-tech  company  the  work  force  it  needs  to  ensure 
its  future  growth.  Just  call  the  Arizona  Department  of  Commerce 
at  1-800-528-8421  for  more 
information  and  assistance. 

Then  start  imagining  your 
company's  profits. 


CALL  1-800-528-8421 

Arizona.  Consider  The  Possibilities. 


We  gave  PC  Magazine  an  AST  Ascentia  J. 


Ascentia  J50    •    133MHz  Pentium'1,  processor,  10.4"  SVGA  TFT,  2  Type  II  or  1  Type  III  PC  card  slots,  800  MB  removable  hard  drive,  built-in  Mi 
quality  audio,  integrated  14.4  modem,  Lithium  Ion  battery,  weight:  5.8  lbs. 

Pardon  our  excitement,  but  the  AST"  Ascentia"  J  just  beat  out  20  competitors  to  win  the  coveted  PC  Mag£ 
Editors'  Choice™  award.  We  couldn't  be  prouder... well,  actually  we  could.  Because  this  is  just  one  of  se 
awards  that  have  been  bestowed  upon  the  Ascentia  J,  including  the  PC  Week  Analyst's  Choice  award 
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dows  Magazine  100  best  products.  So  why  don't  you  see  for  yourself  what 
experts  are  raving  about.  And  while  you're  at  it,  check  out  the  Ascentia  P,  with 
id-turning  features  like  a  swappable  CD-ROM  drive.  In  the  meantime,  go 
;ad  and  open  up  an  AST  Ascentia  or  a  PC  Magazine.  Both  will  show  you 
how  impressive  we  are.  Call  1 -800-876-4AST  or  visit  us  at  www.ast.com. 
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STANLEY 

SWING  IN' TO  THE  DIGITAL  TIMES 

CROUCH 


Jazz  was  born  in  the  streets  around  1900,  and  tech- 
nology was  essential  to  its  evolution.  Phonograph 
recordings  were  the  nationally  disseminated  "scores." 
Musicians  across  the  country  learned  what  the  best  jazz 
artists  were  doing  by  listening — over  and  over  and 
over — to  how  the  tunes  worked  and  which  kinds  of  variations 
were  played.  Trained  musicians  transcribed  them,  while  oth- 
ers committed  the  recordings  to  memory.  Without  the  phono- 
graph recordings  and,  when  radio  came  into  vogue,  the  broad- 
casts of  dance-hall  performances,  jazz  might  have  remained 
no  more  than  a  local  phenomenon  in  a  few  cities  rather  than 
a  national  and,  quite  soon,  international  art. 

What  the  aspiring  filmmaker  or  film  actor  of  today  does 
with  a  video  and  compact  disc  is  exactly  what  the  jazz  musi- 
cian has  been  doing  for  decades,  sitting  at  home  and  learning 
the  subtleties  of  the  craft  from  the  masters. 

None  of  these  electronic  technological  advances  has 
reduced  our  humanity;  they  all  have  expanded  our  docu- 
menting and  communicative  powers.  It  is  equally  true,  how- 
ever, that  they  have  not  saved  us  from  the  proliferation  of 
trash.  With  the  printing  press  and  the  photograph  came  mad 
tracts,  melodrama,  sentimental  depictions,  political  hustles, 
shrieking  advertisements,  and  pornography.  The  phonograph 
and  the  radio  broadcast  did  not  limit  themselves  to  good  music 
and  good  programming.  Cinema,  quite  obviously,  has  not 
been  solely  the  realm  of  genius.  But  today,  even  as  special 
effects  and  literally  gallons  of  gore  replace  the  penetrating 
power  of  drama,  films  of  increasingly  fine  dialogue  and  deep- 
ening investigations  of  the  human  heart  continue  to  appear. 

As  our  technology  expands  its  reach  and  sophistication, 
we  will  still  have  to  face  the  inevitable  demons  that  always  dog 
humanity — folly,  corruption,  mediocrity,  and  incompetence. 
Our  human  story  is  one  of  how  we,  in  all  our  various  ways 
and  various  places,  struggle  with  those  demons  in  the  inter- 
est of  civilization.  But  I  am  fairly  confident  that  these  vast, 
vast  dispersions  of  information,  ideas,  and  opinions  in  our 
current  age  will  not  balkanize  the  world.  They  will  increase 
our  sense  of  human  commonality,  human  error,  human  dis- 
illusionment, and  human  grandeur.  That  is  the  bittersweet 
essence  of  our  story,  and  it  will  be  so  as  long  as  the  earth  con- 
tinues to  provide  us  with  an  arena  in  which  to  express  our 
high-mindedness  and  do  battle  with  our  shortcomings. 

In  the  case  of  America,  it  is  especially  thrilling  to  consid- 
er that  jazz,  which  comes  out  of  the  world  of  luxury  (the  aes- 
thetic arena  that  is  never  essential  to  human  survival),  now 


emerges  as  perhaps  the  most  profound  metaphor  of  our  pres- 
ent age.  While  it  may  have  originated  as  an  intuitive  rebellion 
against  the  mechanized  and  the  automatic,  the  improvising 
jazz  ensemble  is  recognized  by  more  and  more  contemporary 
thinkers  as  a  significant  model — an  aesthetic  that  foreshad- 
ows fundamental  ways  of  living  and  doing. 

Jazz  is  the  art  that  has  resolved  the  so-called  "mind-body 
problem."  What  the  improvising  jazz  musician  does  is  create 
variations  on  a  theme  within  an  ensemble.  If  the  improviser 
is  a  horn  player  accompanied  by  a  rhythm  section  of  piano, 
bass,  and  drums,  he  or  she  moves  through  the  form  and  re- 
sponds to  the  ways  those  three  interpret  the  composition, 
chord  by  chord,  scale  by  scale,  rhythm  by  rhythm,  color  by 
color.  In  essence,  each  performer  must  simultaneously  con- 
ceive ideas,  respond  to  the  total  musical  environment,  and 
execute  everything  at  once,  which  means  hearing  on  four  dif- 
ferent levels  at  the  same  time.  So  the  ability  of  the  brain  and 
the  motor  areas  of  the  body  to  achieve  aesthetic  order,  ex- 
pressive passion,  and  logic  against  the  cold  limitations  of  chaos 
is  brought  to  a  particular  level  of  brilliance.  The  musicians 
(and  audience)  then  experience  a  control  of  the  present,  an 
execution  of  spontaneous  artistry  in  real  time  that  separates 
jazz  from  all  other  Western  performing  arts. 

In  the  digital  age,  as  we  move  into  quicker  and  quicker 
exchanges  of  information,  more  and  more  intricate  tech- 
nology, and  reinventions  of  the  world  of  work,  our  or- 
ganizations and  our  careers  in  action  will  become  more 
and  more  closely  aligned  with  the  jazz  ensemble.  We  will 
see  that  empathetic  individuality,  the  essence  of  the  jazz  spir- 
it, is  the  way  to  go.  We  will  find  ourselves  improvising  with 
greater  and  greater  confidence  and  fearing  less  and  less  the 
imaginative  powers  of  the  individual  committed  to  enrich- 
ing the  whole. 

Coordination  of  the  individual  talent  with  the  needs  of  the 
group  for  coherence  provides  us  with  great  challenges,  but  as 
we  look  into  our  cultural  past  and  present,  there  are  many 
inspiring  precedents  as  well.  What  jazz  musicians  seek  is 
the  groove,  the  moment  when  all  inventions  unfold  as  though 
preordained,  when  e  pluribus  unum  becomes  the  phenom- 
enon of  swing.  That  is  what  our  new  age  demands  and  that 
is  what  jazz  has  shown  us  is  repeatedly  possible.  ■ 

Stanley  Crouch  is  a  jazz  critic  and  social  commentator  for  The  New  Republic.  The 
winner  of  a  MacArthur  Genius  grant,  he  is  currently  artistic  consultant  for  jazz 
programming  at  Lincoln  Center  and  a  regular  commentator  on  60  Minutes. 
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ASIA'S  NEW  HIGH-TECH  HAVEN 


By  Michael  Bociurkiw 


alaysia  is  a  country  in  a  hurry, 
eager  to  reach  fully  developed 
and  industrial  status  by  the  year 
2020  and  become  a  hub  for 
high-technology  industries. 
Much  of  this  growth  in  productivity 
will  be  driven  by  high  technology.  In  a 
natural  sequence,  this  Southeast  Asian 
country  has  graduated  from  a  predomi- 
nantly agricultural  and  labor-intensive 
economy  to  one  strong  in  manufactur- 
ing, services  and,  most  recently,  high 
technology,  thus  transferring  its  focus 
from  such  products  as  palm  oil  and 
rubber  to  semiconductors,  electronics 


and  now  composite  products  and 
multimedia. 

"This  has  been  a  natural  economic 
development  flow,"  says  Omar  Bin 
Abdul  Rahman,  the  science  adviser  to 
the  prime  minister.  The  transformation 
toward  more  technology-intensive, 
skill-intensive  and  capital  production 
processes  is  already  well  under  way, 
with  an  indigenous  technological  base 
growing  rapidly. 

The  government  and  private  sector 
realize  that  in  order  to  attain  the  next 
stage  of  development,  steps  must  be 
taken  to  increase  productivity  and 


breed  a  large  corps  of  well-educated 
workers.  This  means  developing  new 
industries  in  such  sectors  as  aerospace, 
transportation  and  communications,  as 
well  as  expertise  in  niche  areas  where 
small  Malaysian  firms  can  team  up  with 
foreign  partners  to  tackle  the  global 
marketplace. 

The  U.S.  Foreign  Commercial 
Service  in  Malaysia  lists  several  com- 
pelling reasons  for  U.S.  firms  to  do 
business  here  —  among  them,  an  attrac- 
tive market,  strong  bilateral  economic 
ties  and  the  country's  focus  on  develop- 
ing its  high-technology  industries. 


TECHNDLDGY  PARK  MALAYSIA:  A  Center  for  Research  and  Inndvatidn 


Enter  Technology  Park  Malaysia 
(TPM),  situated  in  the  heart  of 
Malaysia's  high-profile  Multimedia 
Super  Corridor  (MSC),  which 
stretches  from  the  capital  of  Kuala 
Lumpur  to  the  new  Kuala  Lumpur 
International  Airport  and  the  new 
federal  administrative  center,  Putrajaya. 


With  many  outstanding  features,  TPM 
provides,  among  other  programs,  an 
incubator  type  of  environment  for  young 
firms,  many  of  which  are  already  thriv- 
ing here  amid  the  verdant  parkland, 
state-of-the-art  facilities  and  plentiful 
resources.  Its  energetic  Managing 
Director,  Salleh  Ismail,  is  not  hard- 


pressed  to  describe  some  successes 
occurring  in  the  Park,  which  was 
launched  in  November. 

There  is  Polytron  Resources,  which 
came  to  the  Park  as  a  small  kitchen  table 
operation  and  has  flourished  into  a  100- 
employee  company  that  creates  unique 
electronic  ballast  systems.  Another 


Take  advantage 
of  Malaysia's 
first  Technology 


unsurpassed 
benefits  and 
rewards! 
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Your  centre  for  Research  and  Innovation 


Introducing  Technology  Park  Malaysia 

Technology  Park  Malaysia's  (TPM)  primary  objective  is  to  enable  technology-based  industries  to  compete 
effectively  in  international  markets  through  technological  innovation  and  development.  It  is  the  first  of  such 
Technology  Parks  to  receive  the  Malaysian  government's  support  in  the  form  of  pioneer  status  and  attractive 
investment  incentives.  Located  in  one  of  the  best  locations  in  the  region,  TPM  is  set  to  be  the  nexus  of 
Malaysia's  "Multimedia  Super  Corridor". 

The  Location 

•  Malaysia  is  among  the  best  locations  in  the  Southeast  Asian  region  and  is  the  crossroad  between  Asia  and 
the  West.  It  is  also  the  gateway  to  the  world's  fastest  growing  economies. 

•  Located  on  a  700-acre  site  at  Bukit  Jalil,  it  is  merely  20  minutes  from  Kuala  Lumpur,  the  capital  of  Malaysia. 

•  Easy  access  via  the  North-South  highway  and  other  major  expressways. 

•  Light  Rail  Transit  (LRT)  service  to  facilitate  easy  commuting. 

•  Close  to  the  new  Kuala  Lumpur  International  Airport  in  Sepang. 

•  Close  proximity  to  universities  and  national  research 
centres  for  collaboration  and  joint-research: 
University  of  Malaya,  National  University  of  Malaysia, 
University  of  Agriculture  Malaysia,  University  of 
Technology  Malaysia,  Malaysian  Institute  of 
Microelectronic  Systems,  Standards  and  Industrial 
Research  Institute  of  Malaysia  and  many  more. 

The  Infrastructure 

Technology  Park  Malaysia  offers  4  different 
infrastructure  for  tenants  with  different  needs: 

•  Innovation  House  —  small  modular  units  ideal  for 
individual  innovators  and  scientists  requiring  R&D 
base  and  companies  with  rapidly  changing  needs. 

•  Incubator  Centre  —  larger  modular  units  for 
small  technology-based  companies  requiring  a 
complete  office. 

•  Enterprise  House  —  self-contained  large  business  areas  for  medium-sized  technology-related  companies. 

•  R&D  lots  —  comprising  land  of  different  sizes  for  companies  to  build  their  own  special  facilities. 

Enjoy  these  superb  R&D  incentives  in  Malaysia! 

•  Double  deductions  on  revenue  expenditure  for  approved  research  projects. 

•  Double  deductions  on  cash  contribution  to  approved  research  institutes. 

•  Double  deductions  on  payments  for  the  use  of  the  services  of  R&D  centres, 
oneer  status  in  the  form  of  full  tax  exemption  for  5  years  OR  Investment  Tax  Allowance  of 
00%  on  capital  expenditure  incurred  within  10  years  for  Contract  R&D  Companies. 

Abatement  is  restricted  to  70%  of  statutory  income. 

Investment  Tax  Allowance  of  1 00%  on  capital  expenditure  incurred  within  1 0  years  for  R&D 
Companies.  Abatement  is  restricted  to  70%  of  statutory  income. 
Investment  Tax  Allowance  of  50%  incurred  within  1 0  years  for  in-house  R&D. 
Abatement  is  restricted  to  70%  of  statutory  income. 

Full  exemption  of  sales  tax,  import  and  excise  duties  on  machinery/materials  used  for  R&D. 
Capital  allowance  on  plant  and  machinery  for  R&D. 

ndustrial  building  allowance  on  the  construction  or  purchase  of  building  for  R&D. 
Excellent  facilities  and  amenities 

•  Excellent  engineering  facilities  •  Warehouse  for  storage  of  new  and  trial  products  •  Recreation 
and  Amenities  Centre  •  Multi-purpose  hall  •  Banks  •  Post  office  •  Clinic  •  Nursery/creche 

•  Uninterrupted  power  and  ample  water  supply  •  24  hours  Security  •  Advance  telecommunications  system 

Exclusively  for  technology/research-based  tenants  only! 

Technology  Park  Malaysia  is  exclusively  open  to  tenants  from  the  following  industries: 

•  Information  technology,  software  development,  microelectronics,  telecommunications 

•  Aerospace,  biotechnology,  agriculture,  health,  energy,  environmental  technology 

•  Resource-based  technology,  manufacturing  process  and  pollution-control  technology 
However,  if  your  level  of  technology  or  research  is  in  line  with  the  objectives  of  the  Park,  your 
application  may  be  considered. 

Call  03-968-2020  now  to  find  out  more  about  Technology  Park  Malaysia. 


EDM  Die  Sink 


TECHNOLOGY  PARK 
MALAYSIA 

Lebuhroya  Puchong-Sg.  Besi,  Bukit  Jalil,  57000  Kuala  Lumpur,  Malaysia. 
Tel   603-968-2020  Fax.  603-968-2213.  Homepage:http. //www  tpm.com. my 
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company  in  the  700-acre  Park  has 
created  a  unique  electronic  chip  that 
will  vastly  improve  security  of  passports. 
Elsewhere  in  TPM,  work  is  proceeding 
on  innovations  ranging  from  commer- 
cializing traditional  medicines  and 
developing  robotic  arms  to  designing 
sound  cards  for  PCs  and  developing 
lightning  protectors. 

What  sets  Technology  Park  Malaysia 
apart  from  the  myriad  other  science  and 
technology  parks  springing  up  in  the 
region  is  that  the  management  is 
prepared  to  take  investors  and  small- 
and  medium-size  companies  by  the 
hand  and  help  them  navigate  through 
government  agencies  and  ministries. 

"We  take  them  to  these  organiza- 
tions and  help  them  get  easy  access  for 
processing  of  their  applications.  In 
many  ways,  we  are  their  spokesmen. 


ASIA'S  NEW  HIGH-TECH  HAVEN 


We  want  to  sell  them,  we  want  to  make 
them  successful,"  says  Salleh.  "We  are 
almost  like  a  bridge  for  small  companies 
to  ride  on  to- their  final  destinations." 

Salleh  does  a  good  job  of  convincing 
foreign  visitors  of  the  benefits  of  using 
Malaysia  as  a  base  and  the  potential 
rewards  of  forging  partnerships  with 
local  firms.  Many  TPM  tenants  are 

eager  for 
strategic 
alliances 
with 
overseas 
companies 
to  help 
them 

access  new 
technolo- 
gies and 
markets. 


Ok 

Salleh  Ismail,  managing  directnr 
of  Technology  Park  Malaysia 
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"Malaysians  are  hungry  for 
success.  They  are  people  who  work 
hard.  And  if  you  have  a  Malaysian  as  a 
local  partner,  you  will  be  able  to  sell 
better  to  locals,"  says  Salleh.  Omar, 
Salleh  and  others  realize  that,  to  some 
extent,  the  success  of  such  companies 
will  depend  on  attracting  partners  from 
overseas  to  enter  into  smart  partner- 
ships in  specific  sectors.  "They  can 
help  us  be  at  the  cutting  edge  of 
selected  technologies,"  Omar  says. 
"We  are  a  good  place  to  locate,  and  we 
are  a  good  bunch  to  do  business  with." 

Adds  the  Minister  of  Science, 
Technology  and  the  Environment,  Law 
Hieng  Ding:  "Projects  in  the  Park  will 
receive  a  level  of  support  unmatched 
by  any  other  scheme,  from  technology 
transfer  to  prototype-development 
assistance  in  marketing  or  products." 


Asia  Connect:  An  Asian  Village  of  the  Future 


One  Malaysian  company  that  has 
a  strong  track  record  in  teaming 
up  with  highly  respected  U.S. 
firms  is  THB  Asia  Connect  Sdn 
Bhd.  A  member  of  the  diversi- 
fied Tongkah  Holdings,  which  focuses 
on  high  technology  and  value-added 
industries,  Asia  Connect  has  worked 
with  Microsoft,  Netscape,  CyberCash, 
Sun  Microsystems,  Oracle  and 
Informix,  to  name  a  few. 

To  say  Asia  Connect  is  a  fast- 
growing  company  is  an  understate- 
ment. From  a  paid-up  capital  of  only 
RM3  million  (approximately  US$1.2 
million)  in  June  1995,  it  has  grown  into 
a  large  regional  entity.  Publicly  listed 
Tongkah  has  a  70%  stake  in  Asia 
Connect,  which  it  purchased  last  year 
for  RM15.75  million  (about  US$6.3 
million)  in  cash. 

Within  its  buzzing  offices  in  Kuala 
Lumpur,  a  team  of  mostly  young 
people  work  nearly  around  the  clock 
on  projects  ranging  from  network  con- 
sultancy and  broadcasting  to  Web-site 
development  and  Intranet  creation. 
Asia  Connect  sees  itself  as  a  leading 
Internet  solutions  company  focused 
i tabling  electronic  commerce  in 
flaysia  and  Asia.  The  young 
,;y  is  also  at  the  forefront  of 


electronic  shopping  and  banking  tech- 
nology, as  the  first  outfit  in  the  region 
to  bring  such  services  to  its  customers. 

"We  want  to  stay  ahead  of  the 
technology  treadmill,"  says  the 
enthusiastic  President  and  Chief 
Executive  Officer,  Raymond  Cheng. 
A  visit  to  Asia  Connect's  Web  site 
(http://www.asiaconnect.com.my)  best 
illustrates  what  sets  this  company  apart 
from  others.  "We  are  Asian  and  proud 
of  it,"  is  one  of  the  messages.  Much  of 
the  content  is  Asian,  and  Internet 
subscribers  from  Malaysian  individuals 
to  some  of  the  country's  largest  corpo- 
rations have  found  the  Asia  Connect 
site  the  best  place  to  situate  their  own 
personal  or  corporate  Web  pages. 

In  fact,  Asia  Connect  offers  individ- 
uals free  Web-site  facilities  in  its  Web 
community.  "They  come  from  every 
strata  of  society,"  says  Cheng.  Log 
on  to  Asia  Connect  and  you'll  see  an 
innovative  Web  community  in  Penang 
headed  by  a  youngster  who  has  attracted 
partners  from  around  the  globe. 

The  designers  of  Asia  Connect's 
Web  site  have  thought  of  most  every- 
thing to  inform  and  amaze  visitors, 
including  a  service  to  perform  Feng 
Shui  analysis.  For  corporate  customers, 
Asia  Connect  has  come  up  with  the 


2-Mimite  Website,  the  region's  first 
off-the-shelf,  Web  site  startup  solution, 
which  comes  with  unparalleled  user- 
friendly  instructions. 

Asia  Connect  has  also  taken  the 
popular  Malaysian  daily  newspaper 
Utusan  and  placed  it  on  its  Web  site  in 
five  languages.  Selected  articles  are 
summarized  and  translated  overnight 
and  made  available  on  Asia  Connect's 
Web  site  by  early  the  next  morning. 

Last  year,  Asia  Connect  hosted  the 
first-ever  live,  interactive  dialogue  on 
the  Internet  by  a  head  of  state,  when 
Malaysian  Prime  Minister  Mahathir 
Mohamad  went  online  to  chat  with  othei 
Internet  users.  In  one  of  its  most  recent 
projects,  Asia  Connect  transformed  the 
Sheraton  Hotel  in  Penang  into  the  first 
hotel  in  the  world  to  be  completely 
wired  up  with  Internet  access.  Guests 
can  now  access  the  Internet  from  their 
rooms  at  incredibly  high  speeds. 

With  its  extensive  Malaysian 
content,  Asia  Connect's  own  Web  site  is 
frequently  visited  by  many  Malaysians 
living  and  studying  overseas.  You'll  see 
some  of  the  best  media  from  Malaysia 
and  the  region,  including  broadcasts 
of  five  local  Malaysian  radio  stations 
around  the  clock.  There  are  sites  for 
travel,  shopping  and,  most  recently,  an 
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nteractive,  24-hour 
)anking  service  operated 
!>y  Hong  Leong  Bank. 
The  home  banking 
;ervice  allows  customers 
o  complete  most  of 
he  transactions  that 
ire  done  at  the  bank 
ounter,  including  remittances,  bill  pay- 
nents  and  balance  inquiries.  "We  build 
products  and  services  for  Asian  compa- 
nies to  take  on  the  world,"  says  Cheng. 
I' Ultimately  we  want  this  medium  to 
nelp  people  do  things  quicker,  cheaper 
nd  better." 

To  this  end,  in  one  of  its  most 
!  mbitious  projects  to  date,  Asia 
ponnect  has  teamed  up  with  a  number 
!)f  prestigious  local  and  foreign  partners 
jo  create  PenangNET,  a  state-of-the- 
!  rt  IT  project  that  will  wire  up  the 
korthern  state  of  Penang,  home  to 
ieveral  IT  companies,  to  make  it  an 
:  intelligent  state,"  in  Cheng's  words. 

PenangNet  is  believed  to  be  the  first 
project  of  its  type  that  brings  fiber  optic 
jrire  directly  into  local  homes,  allowing 
isers  to  access  interactive  services  via  the 
internet  at  high  speeds.  Thanks  to  rapid 
lleployment,  the  project  is  expected  to 
lick  off  early  next  year. 

Local  residents  and  companies  will 
ventually  use  the  system  to  communi- 
!  ate  with  local  government  agencies 
nd  transact  several  services,  from 


browsing  newspapers  and 

magazines  to  paying  bills  and  checking 

inventories. 

"Simply  put,  it  is  our  vision  that 
everyone  will  wake  up  and  go  to  bed 
with  the  system,"  says  Cheng.  Already 
the  Internet  is  transforming  people's 
lives  in  Malaysia.  Last  February,  about 
1.5  million  "hits,"  or  entries,  were 
registered  on  Asia  Connects  service 
alone,  and  this  has  now  grown  to  about 
three  million  a  month. 

The  country  has  the  most  extensive 
Internet  backbone  in  Southeast  Asia, 
and  about  10%  of  the  population  is 
expected  to  have  Internet  accounts 
by  the  end  of  1997.  The  Malaysian 
Institute  of  Microelectronic  Systems 
estimates  there  are  about  20,000 
subscribers  in  the  country  and  perhaps 
as  many  as  60,000  users.  With  an 
annual  growth  rate  of  about  22%,  by  the 
end  of  1996,  the  country  will  have  about 
150,000  subscribers. 

The  unique  content  of  Asia 
Connects  site  is  a  reflection  of  Cheng's 


dream  of  "leveling  the  playing  field" 
and  making  more  Asian  content  avail- 
able on  the  Internet.  Experts  have  said 
that  as  much  as  90%  of  all  content 
currently  on  the  World  Wide  Web  is 
Western-focused.  Asia  is  now  playing 
a  catch-up  game.  Currently,  there  are 
about  40  Asian  newspapers  available 
on  the  World  Wide  Web,  compared  to 
more  than  2,000  in  North  America. 
"It's  the  quality  and  innovativeness  of 
the  content  that  we  worry  about  most. 
We  realize  that  we  have  to  be  world- 
class,"  says  Cheng. 

Companies  in  Penang,  also  known 
as  Malaysia's  Silicon  Valley,  will  find 
PenangNET  a  godsend.  It  is  in 
Penang  where  more  than  half  of  the 
world's  supply  of  Intel's  Pentium  chips 
are  assembled  and  tested.  Intel  has 
such  neighbors  as  Motorola,  Dell, 
Hewlett-Packard  and  Sony. 

Malaysian  Prime  Minister  Mahathir 
Mohamad  is  the  country's  prime  cheer- 
leader for  the  development  of  the 
high-tech  sector.  Under  the  Seventh 
Malaysia  Plan,  about  RM2.3  billion 
(approximately  US$920  million)  will  be 
given  to  government  ministries  and 
agencies  for  IT-related  projects. 

Says  Mahathir:  "It  is  necessary  for 
us  to  realize  the  full  potential  of  com- 
munications technology,  particularly 
information  technology,  given  its  rapid 
development.  We  should  not  only  be 
users  of  multimedia  products,  but  also 
be  suppliers  of  this  technology  and  its 
applications." 

In  August,  Mahathir  launched  the 
ambitious  $2  billion  Multimedia  Super 
Corridor  (MSC)  project,  which  aims  to 
transform  a  750-square-kilometer  area 
into  Asia's  primary  multimedia  and 
information  technology  hub.  The  MSC 
will  offer  companies  a  host  of  incentives, 
eased  regulations  and  special  infrastruc- 
ture —  including  a  telecommunications 
backbone  with  an  open  multimedia  net- 
work running  at  2.5  gigabits  per  second 
(gbps),  with  an  option  to  upgrade  to 
10  gbps.  Companies  in  the  MSC  will 
have  an  easier  time  importing  and  hiring 
knowledgeable  workers  and  are  eligible 
for  corporate  tax  exemptions  of  up  to 
ten  years.  In  a  nutshell,  officials  say,  the 
laws  and  regulations  will  be  designed 
with  a  view  toward  the  future  and  the 
information  age. 
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I  t  will  be  very  soon  when 
I  the  people  of  Penang  will 
I  literally  go  to  bed  and 
I  wake  up  with  PenangNET, 
I  a  private  network  that  will 
plunge  the  northern  island 
state  of  Malaysia  into  the 
realms  of  digital  economy. 

Penangites,  as  the  people 
of  Penang  affectionately  refer 
to  themselves,  are  in  for  a 
dramatic  change  in  their  lives 

—  touched  by  every  aspect  of 
electronic  commerce.  Things 
will  never  be  the  same  again 
and  they  have  the  visionary  in 
the  person  of  Penang  Chief 
Minister  Tan  Sri  Dr  KohTsu 
Koon  and  his  State  Executive 
Councillor  Dr  Kang  Chin  Seng 
to  thank. 

Banking  through  PenangNET. 
Paying  utility  bills  without 
having  to  wait  at  payment 
counters.  Shopping  without 
even  having  to  leave  home. 
And  a  whole  load  of 
unorthodox  stuff  that  they 
know  only  happens  in  cyber- 
space. 

Essentially,  it  is  doing  things 
cheaper,  faster  and  better.  This 
will  be  the  rule  of  the  day  — 
from  the  man  in  the  street  to 
businesses  to  the  Government 

—  in  Penang  with  PenangNET, 
the  ambitious  and  farsighted 
project  by  the  Penang  State 
Government  to  eventually 
link  the  State  Administration, 
every  branch  of  the  State 
Government,  every 
Government  agency,  every 
business  organization,  every 
office,  every  factory,  every 
school  and  every  home. 

When  PenangNET  is  offi- 
cially launched  on  November 
29,  1996,  Penang  will  take  the 
bold  step  to  be  one  of  the 
very  first  electronic  govern- 
ments in  the  world. 

Penang  and  for  that  matter, 
Malaysia,  can  boast  of  this 
because  of  its  enviable  posi- 
tion: IT  DOES  NOT  HAVE 
A  LEGACY  IN  TERMS  OF 
INFRASTRUCTURE. 

Through  rapid  deployment, 
Penang  and  the  rest  of 
Malaysia  can  be  linked  up 
with  superior  information 
infrastructure  to  be  fully 


interconnected.  In  the  case  of 
PenangNET,  the  plan  is  to  have 
in  place  a  network  with  capa- 
bilities to  transmit  data,  voice 
and  images  at  a  speed  of  1 55 
megabits  per  second.  And 
that  is  just  at  the  outset!  The 
ultimate  plan  is  to  upgrade  the 
capabilities  to  two  gigabits  per 
second.  Just  mind-blowing, 
considering  the  speed  which 
Penangites  will  have  at  their 
fingertips! 

PenangNET  may  seem  an 
ambitious  project,  but  it  can 
be  a  reality  and  a  success 
given  the  unique  collaboration 
between  the  public  and  private 
sector  —  the  very  component 
which  Prime  Minister  Mahathir 
refers  to  as  Malaysia  Inc  that 
has  been  integral  to  Malaysia's 
economic  prowess. 

While  PenangNET  is  the 
Penang  State  Government's 
vision,  it  is  driven  by  a  private- 
sector-led  consortium  headed 
byTHB  Asia  Connect  Sdn  Bhd, 
a  relatively  young  Malaysian 
company  that  has  grabbed 
attention  and  respect  with  its 
Internet  feats  and  capabilities. 

Asia  Connect  is  a  leading 
Internet  solutions  company 
focused  on  enabling  electronic 
commerce  in  Malaysia  and 
Asia.  With  the  combination  of 
the  expertise  of  its  team  and 
leading-edge  technology,  Asia 
Connect  has  the  creative  and 
technical  strengths  to  deliver 
innovative  Internet  solutions 
—  and  PenangNET  is  a  case 
in  point. 

The  company  is  teaming 
up  with  the  Penang  State 
Government's  investment  and 
development  arm,  Penang 
Development  Corporation, 
and  telephone  providers  such 
as  STW  and  Binariang  Sdn 
Bhd,  to  set  up  a  joint-venture 
company  to  spearhead  the 
implementation  of  PenangNET. 

The  joint-venture  company 
Penang  Network  Services  Sdn 
Bhd  is  helmed  by  Raymond 
Cheng,  the  president  and  CEO 
of  Asia  Connect,  who  essen- 
tially is  the  architect  of 
PenangNET. 

And  with  the  collaboration 
of  technology  providers 


that  include  Microsoft,  Sun 
Microsystems,  Informix,  Oracle 
and  others,  rapid  development 
will  be  the  agenda.  Focus 
will  be  on  the  installation  of 
broadband,  high-speed,  all- 
fiber-optic  networking  infra- 
structure. That  means  the 
laying  of  fiber-optic  cables 
totaling  1 59  kilometers  that 
stretch  from  the  island 
across  to  the  other  portion 
of  the  State  on  the  peninsula 
right  up  to  a  new  industrial 
hub  in  the  neighboring  state 
of  Kedah. 

While  preparations  are 
being  made  to  lay  the  fiber- 
optic cables,  the  partners  in 
PenangNET  have  switched  on 
a  testbed  with  1 55  megabits 
per  second  running  into 
Penang  Sheraton  Hotel  and 
surprised  Sheraton  top  guns 
who  recently  visited  the  hotel 
on  the  island. 

Penang  is  poised  to  be 
projected  to  a  new  plane  in 
its  growth  and  development 
with  PenangNET.  Imagine  an 
informed  society,  one  with 
information  literally  at  its 
fingertips! 

PenangNET  will  give  Penang 
the  sustainable  edge  to  be 
more  competitive,  to  be  more 
compelling  to  do  business  with 
and  a  better  place  to  live  in. 
Given  this  edge  and  the  power 
of  PenangNET,  Penang  will  also 
be  poised  to  be  the  regional 
business  hub  in  Southeast  Asia. 

Penang  will  emerge  for  hav- 
ing the  gumption  to  capitalize 
on  the  new  information  tech- 
nologies and  the  level  playing 
field  created  by  the  Internet 
to  build  a  global  showcase. 
By  recognizing  that  electronic 
government  is  unstoppable 
and,  at  the  same  time,  being 
brave  enough  to  embrace  the 
digital  economy,  Penang  is 
on  its  way  to  take  the  2 1  st 
century  by  storm.  ■ 

For  more  information, 
please  contact 
THB  Asia  Connect  Sdn  Bhd 
at  (01 1)6-03-230-8818, 
or  visit  us  at 
http://www.asiaconnect.com.my. 
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HAMMER 


Tlo  JUDGE  BY  the  overheated  tributes  to  computer  tech- 
nology that  have  become  increasingly  common  in  the 
press — including  Forbes  ASAP — -one  would  be  led  to 
conclude  that  the  Internet  is  the  most  important 
invention  since  fire,  that  a  laptop  computer  dwarfs  the 
automobile  in  its  societal  impact,  and  that  the  ever  immi- 
nent information  age  will  transform  all  of  our  lives.  My  advice 
to  the  somewhat  overly  enthusiastic  technophiles  peddling 
these  visions  is  simple:  Get  a  grip. 

Information  technology  is  indeed  pretty  important  stuff, 
but  its  consequences  will  not  be  felt  in  direct  and  immediate 
ways.  In  reality,  modern  technology  does  not  directly  affect 
people's  lives  very  much.  Our  personal  lives  are  not  very  in- 
formation intensive.  They  will  not  be  fundamentally  trans- 
formed by  the  advent  of  better  information  technology.  Once 
one  gets  beyond  vacation  planning  and  managing  one's 
finances,  the  information  content  of  daily  life  gets  pretty  thin. 
It  is  not  an  encouraging  sign  that  maintaining  the  canned- 
vegetable  inventory  is,  to  many  people,  a  killer  application  for 
a  home  computer,  or  that  online  chat  groups  are  an  impor- 
tant social  phenomenon.  Information  is  the  domain  of  work. 
It  is  here — in  the  world  of  work — that  the  effects  of  modern 
technology  are  being  most  keenly  felt.  Work  is  where  tech- 
nology is  changing  the  world,  as  it  helps  to  reverse  the 
Industrial  Revolution. 

The  central  notion  of  the  Industrial  Age  was  not  the  stan- 
dardization of  parts  or  the  moving  assembly  line.  It  was  the 
specialization  of  labor.  When  each  individual  had — indeed, 
could  only  have — little  or  no  idea  of  the  big  picture,  it  was 
necessary  to  divide  work  into  small  pieces. 

The  Industrial  Revolution  created  the  modern  worker  as 
we  understand  that  individual:  a  person  who  performs  a  par- 
ticular task  according  to  a  more  or  less  fixed  set  of  rules.  His 
performance  is  assessed  in  the  narrow  perspective  of  that  task. 
The  flip  side  of  the  worker  is  the  manager.  The  manager  has 
the  information  that  the  worker  does  not.  He  knows  what 
others  are  doing,  how  the  individual's  work  fits  into  the  whole, 
the  objectives  of  the  overall  enterprise,  and  the  context  in 
which  the  worker's  tasks  are  being  performed. 

While  task  specialization  improved  task  productivity  dra- 
matically, it  also  fragmented  processes  beyond  recognition. 
In  a  task-centered  world,  processes  fall  between  the  cracks. 
They  become  slow,  inflexible,  error-prone,  and  replete  with 
the  costs  of  the  managerial  overhead  needed  to  hold  them  to- 
gether. In  the  nineteenth-century  world  of  seemingly  infinite 


customer  demand,  these  problems  could  be  ignored.  But  in 
the  realities  of  today's  global  economy,  they  are  crippling. 

Fortunately,  information  technology  is  allowing  us  to  undo 
the  Industrial  Revolution,  to  reintegrate  tasks  into  connect- 
ed processes.  When  technology  allows  everyone  to  understand 
the  big  picture,  when  it  enables  people  to  share  information 
with  each  other,  when  it  provides  the  knowledge  they  need  to 
make  decisions  themselves,  when  it  can  support  them  in  fac- 
ing new  or  complex  situations,  then  one  no  longer  has  an 
organization  of  workers.  One  has  an  organization  of  self-start- 
ing individuals.  They  are  responsible  both  for  doing  work  and 
for  assuring  that  it  is  done  correctly.  Moreover,  an  organiza- 
tion without  workers  is  an  organization  without  managers. 
Professionals  do  not  need  taskmasters  or  overseers  to  en- 
sure that  they  work  correctly  and  intensively;  they  need  coach- 
es to  support  and  educate  them.  In  short,  the  information  age 
is  one  in  which  workers  give  way  to  professionals  and  man- 
agers are  replaced  by  coaches. 

TIhe  shift  from  task-centered  to  process-centered 
organizations  may  not  sound  very  dramatic.  In  fact,  it 
is  the  kind  of  world-changing  event  that  occurs  very 
rarely.  The  proliferation  of  computing  and  communi- 
cations systems  is  not  only  changing  how  we  work,  it  is 
changing  how  we  speak  and  how  we  think.  The  information- 
rich  organization  is  a  democratic  one,  in  which  titles  and  sta- 
tus mean  nothing,  and  in  which  everyone  feels  and  behaves 
like  an  entrepreneur. 

But  what  of  those  who  are  uninterested  in  or  incapable  of 
handling  such  jobs?  What  opportunities  will  exist  for  them? 
Are  we  creating  an  economy  with  no  bottom  rung?  Will  our 
working  lives  be  made  more  convenient  as  we  have  the  abil- 
ity to  access  and  use  information?  Or  will  the  future  be  a 
relentless  hell  in  which  work  becomes  inseparable  from  the 
rest  of  life? 

There  is  no  way  to  answer  such  questions.  Yet  these 
alternatives  are  hard  upon  us.  It  is  equally  as  naive  to  wish 
them  away  as  it  is  to  ignore  them  by  reveling  in  the 
technologies  that  are  bringing  them  upon  us.  As  a  wise 
professor  once  told  me,  "The  technical  problems  are  the  easy 
problems."  Dealing  with  their  consequences  is  even  harder 
than  anticipating  them.  ■ 

Dr.  Michael  Hammer  is  the  coauthor  of  the  most  influential  business  hook  of  the  1990s, 
Reengineering  the  Corporation:  A  Manifesto  for  Business  Revolution.  He  is  also  the 
founder  of  several  high  tech  firms  and  a  popular  speaker  and  consultant. 
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Ybu  hav#12  minutes  to  make  changes  on  a  thousand  copies. 
Is  now  a  good  time  to  talk  copying  systems? 


-anon  U.SA.  Inc._! 


you  to  a  better 
way  to  meet  the 
business  challenges  you  face,  everyday. 
Company-wide  meetings.  Last  minute 
changes.  Fast  turnarounds.  So  what's 
the  solution?  The  Corporate  Line  of 
high-volume  copiers  from  Canon. 

In  today's  fast-paced  business 
environment,  you  need  the  most 
advanced  systems  to  simplify  your 
operation.  That's  where  The  Corporate 
Line  comes  in.  Our  high  performance 
copiers  and  copier/duplicators  give  you 
the  power  and  speed  you  need  in  a 
central  reproduction  environment.  Anc 
yet  they're  so  user-friendly,  they  car 
be  utilized  as  walk-up  copiers.  Plus 
with  superior  image  quality  and  finish- 
ing capabilities,  you'll  see  the  impact 
our  Corporate  Line  copiers  can  make 
on  your  productivity  -  immediately. 

And  no  matter  which  Corporate 
Line  copier  you  choose,  you  car 
expect  the  reliability  and  durability 
that  has  made  Canon  the  industry 
leader  for  the  last  14  years.  Each 
machine  is  specifically  designed  tc 
maximize  your  company's  produc 
tivity  and  efficiency. 

So  for  high-volume  documem 
processing,  there's  no  debate  -  we 
have  the  systems  that  are  the 
solution.  The  Corporate  Line  of  high 
volume  copiers.  For  more  information 
call  1-800-OK-CANON  anytime,  o 
visit  us  at  http://www.usa. canon. con- 
on  the  Web. 


Canon 
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PETER 

THE  END  OF  LAW,  AND  THE  BEGINNING 

HUBER 


Bandwidth  gives  lawyers  fits.  Example:  Oshkosh  ca- 
ble builds  a  twenty-channel  network.  Federal  lawyers 
write  "must-carry  rules" — Oshkosh  must  hand  over 
|  seven  "blue"  channels  to  local  TV  broadcasters. 
But  is  that  constitutional?  Nine  Supreme  Court 
Justices  take  a  vote.  One  thinks  these  "must-carry"  rules  are 
fine.  Four  say  the  law  unconstitutionally  infringes  on  cable's 
First  Amendment  rights. 
Four  think  the  rules  are 
probably  okay,  but  a  trial 
court  had  better  take  anoth- 
er look  at  the  facts.  The  Nine 
heard  the  same  case  for  the 
second  time  last  October. 
Now  there's  a  new  Nine. 
That  could  change  things. 

Meanwhile,  federal  law- 
yers had  demanded  another 
set-aside — "yellow"  channels 
for  "public,  educational,  or 
government,"  "red"  channels 
for  lease  to  independent 
programmers.  Independent 
programmers  begin  peddling 
porn  on  red.  So  the  federal 
lawyers  write  another  rule. 
Oshkosh  may  block  inde- 
cency on  yellow  and  red. 

But  is  that  constitutional? 
Nine  Justices  take  a  vote. 
Three  say  the  whole  law's 
okay.  One  basically  agrees 
with  them  about  yellow 
channels,  but  for  different 
reasons.  Two  say  the  whole 
law  is  unconstitutional.  Four  say  that  the  giveback  is  okay  for 
the  red  channels.  Three  say  it's  not  okay  for  the  yellow. 

Legally  speaking,  cable  is  simple.  It's  the  Web  that's  hard. 
Every  server,  every  computer,  can  run  a  thousand-color  rain- 
bow of  virtual  channels.  Every  cable  set-top  box  soon  will, 
too.  Digital  channels  can  be  configured  every  which  way:  like 
common-carrier  telephones — to  deliver  email,  fax,  and  voice. 
Like  newspapers.  Like  radio  stations.  And  like  cable  or  broad- 
cast television — full-motion  video  on  the  Web  when  the  band- 
width expands  enough,  which  it  inevitably  will.  The  Justices 


are  going  to  have  a  blast. 

They  can  vote  on  who  owns  the  content  on  the  channels, 
too.  Back  in  the  1960s,  they  voted  to  let  cable  pirate  anything 
broadcast  on  the  VHF  and  UHF  television  bands.  In  1983  they 
split  5  to  4  on  whether  home  taping  on  a  Sony  Betamax  in- 
fringed on  broadcast  copyrights.  They  may  also  have  split 
4  to  5  in  the  same  case.  The  case  was  argued  first  in  the  1982 

term,  then  reargued  in  the 
1983  term.  That  almost  nev- 
er happens.  The  dissent 
reads  like  it  started  out  as  a 
majority. 

Legally  speaking,  broad- 
casts and  VCRs  are  simple, 
too.  It's  the  Web  that's  hard. 
Every  server,  every  comput- 
er with  a  hard  drive,  con- 
tains a  digital  Betamax  or 
two.  Every  time  a  file, 
recording,  picture,  or  movie 
is  received,  it  gets  copied,  at 
least  briefly,  even  if  no  one 
but  some  intermediate  ma- 
chine is  watching  the  show. 
Write  copyright  law  just  a 
shade  too  strict,  and  every 
piece  of  hardware  on  the 
Web  becomes  illegal.  Write 
it  a  shade  too  lenient,  and 
there's  nothing  left  to  copy- 
right at  all.  So  all  the  key 
concepts  of  intellectual 
property  law — "publish," 
"copy,"  "perform,"  "fair 
use,"  and  so  forth — have  to 
be  redefined  almost  from  scratch,  to  strike  a  workable  bal- 
ance. If  the  Justices  like  voting  about  intellectual  property, 
they  are  going  to  vote  a  lot. 

And  speaking  of  property,  who  really  owns  the  layers 
underneath?  Not  the  metal,  glass,  and  radio  transmitters  at 
the  very  bottom,  but  the  rainbow  of  virtual  channels  one  lev- 
el up?  The  city  of  Tigard,  in  Oregon,  orders  Florence  Dolan 
to  build  a  public  bike  path  across  her  land  if  she  wants  to  en- 
large her  store.  That's  an  unconstitutional  "taking."  The  Jus- 
tices say  so,  in  a  5  to  4  ruling,  in  1994.  Aren't  those  ^-268 
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No  industry  on  earth  moves  at  the  pace  of  the  high  technology 
business.  From  computers  to  telecommunications  and  networking 
systems  to  consumer  electronics,  fast-moving  market  windows 
and  unforgivingly  brief  product  life  cycles  are  a  way  of  life  for 
product  developers.  And  nowhere  is  the  pressure  felt  more 
intensely  than  at  the  foundation  of  every  significant  high 
technology  product:  the  design  of  the  tiny  chips  that  fuel  today's 
most  sophisticated  electronic  gear. 


That's  why  many  of  today's  top 
electronics  companies  are  looking  for 
innovative  ways  to  improve  their 
productivity  and  efficiency,  particularly 
in  the  product  design  process. 

Motorola  has  long  been  a  leader  in 
many  segments  of  the  high  technology 
industry,  providing  state-of-the-art 
products  for  cellular,  wireless  and  mobile 
communications;  advanced  computing; 
and  automotive,  defense  and  space 
electronics  applications.  And  within  the 
$27  billion  enterprise,  Motorola's 
Semiconductor  Products  Sector  (SPS) 
is  the  largest  US-based  broad  line  supplier 
of  semiconductor  solutions.  Its  chips  are 
found  in  everything  from  phones  and 
pagers,  tax  machines  and  printers,  to  comput- 
ers, automobiles  and  consumer  electronics. 


To  keep  its  competitive  edge,  a  funda- 
mental strategy  at  Motorola  is  to  accelerate 
the  rate  at  which  it  can  produce  new 
advanced  chip  designs  for  its  customers. 
Customers'  time-to-market  requirements 
are  especially  challenging  tor  Motorola's 
market-leading  microcontroller  chips. 
Microcontrollers  act  as  the  electronic 
command  centers  in  electronic  products 
we  use  in  our  homes,  offices  and  automo- 
biles. It's  estimated  that  US  consumers 
come  into  contact  with  some  200  micro- 
controllers every  day. 

So  when  Motorola  set  out  to  reduce 
design  cycle  time  in  creating  customized 
microcontroller  chips  for  its  customers, 
it  looked  for  product  development  part- 
ners who  could  significantly  help  trim 
time-to-market.  The  goal  was  to  be  able  to 


turn  a  custom  chip  design  around  in  seven 
working  days,  a  dramatic  improvement 
from  the  months  it  had  typically  taken. 

The  choice  for  a  key  partner  was 
Cadence  Design  Systems,  the  leading  sup- 
plier of  software  and  services  used  in  the 
design  of  electronic  products.  Cadence  has 
evolved  its  business  from  being  a  software 
tool  supplier  to  delivering  complete  product 
development  solutions,  ranging  from  pro- 
fessional consulting  services  to  full-scale 
outsourcing  of  chip  design  projects  for  its 
customers.  The  company  takes  a  results- 
oriented  approach  to  helping  its  customers 
meet  the  most  challenging  business, 
technical  and  design  process  requirements. 


realized  that  there  was  outside  expertise 
available  to  help  us  execute  chip  design 
faster.  We  realized  that  to  be  successful  you 
don't  have  to  do  everything  yourself.  In 
fact,  oftentimes  just  the  opposite  is  true. 

Q:  Why  the  decision  to  go  with 
Cadence  as  a  partner? 

MG:  Cadence  seemed  to  really  under- 
stand the  essence  of  our  challenge.  They 
brought  a  results-oriented  mentality  to  the 
program.  It  wasn't  just  about  improving 
the  automation  of  individual  steps  in  our 
design  process  —  although  that  is  important 
and  certainly  a  competency  of  Cadence. 
To  reach  our  goal,  we  needed  a  complete 
methodology  transformation.  Cadence  had 


advertisement 
who's  on  which  side  need  to  disappear 
and  everyone  is  working  toward  a  com- 
mon goal.  At  the  end  of  the  day,  the 
only  thing  both  sides  cared  about  was 
the  successful  implementation  of  the 
7-Day  CSIC  program. 

Q:  How  would  you  characterize  the 
benefits  of  working  with  Cadence? 

MG:  First,  we  reached  our  goal.  We 
can  now  offer  our  customers  the  benefit 
of  a  very  fast  turnaround  thanks  to 
Cadence.  I  don't  think  we  could  have 
done  that  without  them.  And  that  trans- 
lates into  some  very  measurable  benefits 
for  Motorola  in  terms  of  cost-effectiveness, 
increased  sales  and  customer  satisfaction. 


Today's  electronics  industry  is  very  different  from  the  past.  To  grOW  and  be  successful. 


businesses  must  constantly  look  for  new  W3yS  to  better  serve 
customers  and  focus  resources  on  what  you  and  your  suppliers 

do   best."    — Dr.  Murray  Goldman,  Executive  Vice  President  &  Assistant  General  Manager,  Motorola  SPS 


Dr.  Murray  Goldman,  executive  vice 
president  and  assistant  general  manager  of 
Motorola  SPS,  talks  about  the  decision  and 
the  process  used  in  the  "7-Day  CSIC"  (cus- 
tomer specified  integrated  circuit)  program: 

Q:  Give  us  some  background  on  the 
7-Day  CSIC  program. 

MG:  The  7-Day  CSIC  program  is  a 
very  important  initiative  for  Motorola  and 
for  our  customers.  I  think  it  typifies  the 
type  of  pressures  we  face  in  all  sectors  of 
high  technology.  We  simply  must  produce 
better  products  faster.  In  this  case,  our 
customers  required  a  much  faster  turn- 
around on  a  custom  chip  design,  so  we 
had  to  figure  out  a  way  to  significantly 
compress  the  design  process  we  were  using. 
Our  goal  was  to  go  from  several  months  to 
seven  working  days. 

Q:  So  you  decided  to  look  for  a 
partner  to  help  you  reach  your  goal? 

MG:  Yes.  Today's  electronics  industry 
is  very  different  from  the  past.  To  grow 
and  be  successful,  businesses  must  con- 
stantly look  for  new  ways  to  better  serve 
customers  and  focus  resources  on  what 
you  and  your  suppliers  do  best.  We 


the  type  of  expertise  and  big-picture  per- 
spective that  could  augment  our  existing 
team  and  allow  them  to  focus  on  what 
they  were  good  at.  Cadence  also  showed 
a  willingness  to  work  with  all  of  our  other 
suppliers  in  this  area,  too.  A  big  value- 
added  was  how  the  Motorola/Cadence 
team  worked  together  to  refine  the  work 
process  to  ensure  maximum  productivity. 

Q:  How  exactly  did  they  do  that? 

MG:  From  the  outset  of  this  project, 
Cadence  was  committed  to  the  success  of 
7-Day  CSIC.  They  had  a  team  of  people 
on  site  at  Motorola  and  participated  in 
every  aspect  of  the  program  as  if  they  were 
Motorola  employees.  They  were  involved 
in  critical  decisions  and  really  had  a  stake 
in  the  outcome.  That's  the  key  to  a 
successful  partnership:  the  lines  defining 


Any  manager  can  appreciate  those  types 
of  benefits.  Second  —  and  equally  as 
important  —  we  can  take  the  lessons 
learned  from  7-Day  CSIC  and  apply 
them  to  other  aspects  of  Motorola's 
product  development  processes  and 
other  groups  within  the  company. 

For  more  information  about  the  7-Day  CISC 
project,  visit  the  Cadence  web  site  at 
www.  cadence.com. 

Dr.  Goldman  will  be  a  featured 
speaker  at  a  special,  invitation-only 
event  hosted  by  Cadence  and  Forbes 
Magazine  December  18—20  in  Palm  Springs. 
Tlie  Converging  on  Opportunity  executive 
symposium  will  be  held  in  conjunction  with 
the  Lexus  Challenge  golf  tournament  at  the 
La  Quinta  Resort.  For  more  information, 
call  1.800.316.5692. 
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231-4  dominance  in  cy- 
berspace." I  say,  long  live 
American  dominance. 
I  also  say,  long  live  George  Gilder,  who  is  right  about  most 
things  in  this  area.  I  defer  to  him  in  his  prediction  that  "the 
spectronic  paradigm  is  ascendant."  Gilder  is  betting  that  "by 
the  turn  of  the  century,  virtually  anyone  in  America  who  wants 
a  broadband  Internet  connection  will  be  able  to  get  one."  He 
defines  broadband  as  speeds  of  1.544  megabits  per  second 
or  higher,  which  offers,  with  compression,  VCR  quality. 

There  is,  of  course,  a  downside  to  these  streams  of  infor- 
mation: The  basest  elements  are  able  to  pollute  some  of  them. 
The  thorniest  problems  a  free  society  always  faces  are  less  tech- 
nological than  those  from  within:  in  other  words,  the  human 
propensity  for  choosing  bad  over  good.  There  is,  as  any  Net 
surfer  knows,  cyber-evil.  As  well  as  cyber-incivility — just  read 
what  passes  for  discourse  in  the  chat  rooms  of  some  of  the 
news  groups:  "You  suck."  "No,  you  suck  more."  (Vice  Presi- 
dent Al  Gore  worries  about  society  divided  into  the  comput- 
er "haves"  and  "have-nots";  I  think  the  real  division  is  between 
those  who  have  class  and  decency,  and  those  who  have  not.) 

But  that,  too,  is  one  of  the  benefits  of  free  speech:  We  will 
discover  just  who  is  among  us. 

In  any  event,  my  experience  tells  me  that  it  is  wise  to  be 
less  concerned  with  the  technology  as  an  end  in  itself  than  with 
what  the  technology  can  deliver.  After  all,  my  career  has  flour- 
ished on  AM  radio — a  very  old  technology,  one  many  in  my 
own  industry  had  completely  written  off.  But  look  what  hap- 
pened. When  the  Excellence  In  Broadcasting  Network  came 
onto  the  scene,  people  suddenly  found  a  reason  to  tune  in.  In 
other  areas  of  the  planet,  unreachable  by  American  radio,  I  have 
been  responsible  for  huge  leaps  in  the  sales  of  shortwave  sets. 

Thus,  the  future  of  the  computer  is  assured.  As  long  as 
I  am  there.  ■ 

Rush  Limbaugh  is  a  nationally  syndicated  radio  talk  show  host.  "The  Rush 
Litnbaugh  Program"  is  the  most  listened  to  long-form  talk  show  in  the  history  of 
radio.  His  two  best-selling  books  combine  for  8.9  million  copies  in  print. 


McNAMEE 


235  4  Strong  product  cy- 
cles also  provide  opportu- 
nities for  trading  profits  in 
less  well  positioned  companies.  The  key,  though,  is  not  to 
confuse  a  strong  product  cycle  with  good  positioning  or  a 
product  transition  with  "the  end." 

7.  Decimal  points  don't  matter.  The  corollary  of  this  rule  is 
"never  play  for  eighths."  The  opportunities  for  well-positioned 
technology  companies  are  so  big — and  last  so  long — that  you 
should  not  set  arbitrary  buy  or  sell  targets.  When  I  buy  a  stock, 
I  generally  use  dollar  cost  averaging,  which  is  the  practice  of 
buying  positions  in  increments  over  a  period  of  weeks  or 
months.  I  generally  do  not  sell  a  stock  until  the  company's 
market  position  begins  to  deteriorate.  Only  rarely  do  I  sell  a 
stock  just  for  valuation  reasons. 

8.  In  making  investment  decisions,  do  not  rely  on  management 
guidance  alone.  I  find  that  management  is  often  the  last  to 
know — and  certainly  the  last  to  tell — when  there  is  a  problem 
in  the  business.  Do  your  own  work.  Try  the  products.  Make 
your  own  decisions. 


9.  A  perfectly  diversified  technology  portfolio  is  bound  to 
underperform.  Technology  industries  are  ruthlessly  Darwinian, 
ultimately  winnowing  out  all  but  a  handful  of  companies.  The 
challenge  for  investors  is  to  diversify  away  the  ever  present 
risk  of  execution  problems,  without  diversifying  into  less- 
attractive  businesses. 

10.  Avoiding  losers  is  as  important  as  picking  winners. 
And  there  are  far  more  losers  than  winners  in  technology. 

11.  There  is  only  one  Microsoft.  Don't  waste  your  time  looking 
for  the  next  one.  That  will  only  cause  you  to  miss  good 
investment  opportunities.  If  you  invest  in  the  best-positioned 
companies  in  the  most  attractive  technologies,  the  "next 
Microsoft" — should  one  emerge — will  already  be  in  your 
portfolio  when  everyone  finally  recognizes  the  stock  for 
what  it  is. 

12.  Don't  focus  on  the  IPO  market.  The  really  big  money  in 
technology  investing  comes  from  buying  the  stocks  of  industry 
leaders — the  current  generation  includes  Microsoft,  Cisco, 
Oracle,  and  Intel — and  holding  them  for  a  period  of  years. 
Those  companies  were  all  IPOs  once,  but  you  could  have  bought 
them  anytime  since  and  done  extraordinarily  well. 

Investing  in  technology  stocks  is  not  easy.  But  if  you  are 
willing  to  make  the  effort — and  follow  these  rules — the  returns 
can  be  spectacular.  ■ 

Roger  McNamee  is  a  founder  and  general  partner  of  Integral  Capital  Partners, 
a  private  investment  company  specializing  in  information  and  life  sciences  compa- 
nies. Before  that,  he  managed  the  Science  and  Technology  Fund  at  T.  Rowe  Price. 
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237  4  five   years   early,  but 
without  increased  productivity 
you'll  be  stuck  pushing  your 
applications  or  services. 

7.  Elastic.  You  have  an  elastic  product  or  service  if  you  can 
sell  it  for  30  percent  less  and  sell  50  percent  more.  Long-run 
elasticity  has  worked  in  semiconductors,  where  new  appli- 
cations constantly  take  advantage  of  cheaper  functionality. 

8.  Self-cannibalization.  The  worst  thing  you  can  do  is  fall  in 
love  with  a  successful  product  and  milk  the  cash  cow  dry. 
Instead,  have  the  cash  cow  produce  calves  (and  thus  keep 
the  customers'  mind-share)  and  then  slaughter  it. 

9.  Consumer  brands.  As  price  points  for  technology  and  com- 
munications products  reach  consumer  levels,  brand  names 
take  on  an  increasingly  important  role  in  the  user  interface 
and  user  experience.  Identity  in  users'  minds  helps  create  a 
pull  and  thus  establish  or  extend  a  proprietary  lead. 

10.  Proprietary  lead:  law  of  increasing  returns.  The  funny  thing 
about  the  pace  of  technology  is  that  it  is  increasingly  pre- 
dictable— not  the  technology,  just  the  pace.  Everyone  has 
the  same  tools,  more  or  less,  so  the  competition  is  never  more 
than  a  few  steps  behind.  A  proprietary  lead,  applying  forward- 
thinking  knowledge  ahead  of  the  technology  curve,  is  enor- 
mously valuable.  Netscape  clearly  proved  that  a  lead  is  golden 
but  never  quite  ironclad. 

Or,  in  flying  machine  parlance,  the  higher  it  flies,  the 
harder  it  could  fall.  ■ 

Andy  Kessler  is  a  cofounder  and  principal  of  Velocity  Capital  Management, 
a  Palo  Alto,  California,  firm  that  invests  in  private  and  public  information- 
technology  companies.  Kessler  is  a  columnist  for  both  Forbes  and  Forbes  ASAP. 
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ofally  excif  ing.Totally  scary. 


Probably  both. 


) 


nology  is  changing  marketing,  advertising, 
munications,  publishing  and  design  at 

a)  an  exhilarating  rate, 

b)  a  frightening  pace, 

c)  both  (if  you're  like  most  people). 

dl  L     Qi7  is  about  what  your  company  can  do  with 

*  I I*       technology.  And  about  what  you  have  to  do. 
re  are  people  who  know  where  your  business  is  going 

are  you  do.  They'll  be  speaking,  conducting  workshops  and  exhibit- 

pt  this  one-of-a-kind  conference  in  Chicago  in  March. 

tured  speakers  include  Steve  Forbes,  Bob  Herbold,  and 

f  Kawasaki.  Hundreds  of  gurus,  prognosticators,  experts,  specialists, 
exhibitors  of  the  technological  revolution, 
a  cynic  or  two. 

y'll  be  here  to  help  you  find  the  knowledge  and  the 
rage  you'll  need  to  succeed — or  maybe  even  to  stay  in 
iness  beyond  2001. 

Exciting  thought:  using  technology  easily,  effectively,  competitively, 
creatively,  profitably. 

Scary  thought:  falling  behind,  going  in  the  wrong  direction,  investing 

00  much  in  technology,  or  too  little. 

ry  if  your  competition  is  here  and  you  aren't. 

ter  early  to  save  money  or  secure  choice  exhibitor  space.  Listen,  learn, 
hallenged.  Change.  Fear  not. 
sors  include: 

>rbes 


Return  this  coupon  for  complete  details. 

Early  registration  $995.  Pre-registration  is  $1095  after 
1/24/96.  Regular  registration  is  $1  195  after  3/7/97 
and  at  the  door.  Check  payable  to  ad:tech.97 
Call  to  pay  by  MasterCard,  Visa,  MAX. 
Phone  800-535-1812  •  FAX:  804-643-8376 
http://www.ad-tech.com  •  e  mail  skip@ad-tech.com 
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233     flow  in  all  its  rich  new  forms. 

For  the  first  time,  individuals  will 
be  free  to  commit  acts  of  commerce 


unmolested  by  the  prying  eyes  and  grasping  hands  of  sover- 
eign powers.  Wealth  will  be  created,  invested,  and  stored  in 
complete  privacy.  Docile  acceptance  of  the  state's  right  to  un- 
limited access  to  our  personal  economic  affairs,  a  heinous 
doctrine  introduced  with  tax-the-rich  schemes  (and  slowly 
expanded  to  bilk  even  the  working  poor),  cannot  survive  a 
transition  to  cyberspace.  When  privacy  permeates  the  world 
of  electronic  commerce,  the  interlinked  process  by  which 
bankers,  employers,  and  merchants  are  commanded  to  spy  on 
their  employees  and  customers  will  come  to  an  end. 

By  providing  a  sanctuary  where  individuals  can  keep  the 
fruits  of  their  labor,  cyberspace  will  entice  humanity's  most 
productive  elements — its  knowledge  workers — into  incre- 
mentally withdrawing  from  the  visible  economy.  This  silent 
exodus  will  grow  into  history's  greatest  brain  drain.  It  will  sap 
the  vigor  of  the  old  order  while  fueling  an  explosion  of  laissez- 
faire  capitalism  that  will  make  the  Industrial  Revolution  look 
like  the  trial  run  it  was. 

The  global  Net  is  radically  different  from  any  means  by 
which  societies  have  ever  been  connected.  Unlike  the  roads  of 
ancient  Rome,  the  ships  of  the  British  Empire,  or  the  mass 
media  of  the  twentieth-century  welfare/warfare  states,  the 
Internet  will  galvanize  commerce  and  spread  culture  but  nev- 
er serve  as  a  handmaiden  of  the  state.  This  distributed,  self- 
organizing  network  of  networks,  devoid  of  centralized  access 
control,  is  immune  from  domination  by  any  single  entity.  It 
will  work  itself  into  the  bowels  of  even  the  most  autocratic 
regimes,  giving  those  who  would  rule  others  nothing  in  return. 

This  makes  the  Internet  a  grave  threat  to  the  world's  gov- 
erning classes,  particularly  those  addicted  to  the  politics  of  in- 
come redistribution  financed  by  progressive  taxation.  Alert 
defenders  of  the  status  quo  have  already  begun  fighting  back. 
Have  you  wondered  what  is  really  motivating  our  federal  gov- 
ernment to  work  so  hard  to  slow  the  export  of  strong  en- 
cryption or  to  promote  key-escrow  schemes  that  create  a  back 
door  into  any  transaction?  Do  the  public  explanations  offered 
make  any  sense  to  you?  Are  you  puzzled  about  the  Clinton 
administration's  effort  to  guide  the  development  of  the  in- 
formation superhighway  while  simultaneously  orchestrating  a 
propaganda  campaign  intended  to  paint  cyberspace  as  a  haven 
for  pornographers,  terrorists,  and  drug-money  launderers? 
This  paradoxical  behavior  makes  a  lot  more  sense  when  viewed 
as  a  coordinated  policy  to  prevent  an  epidemic  of  privacy  from 
subverting  the  fiscal  authority  of  the  State. 

Concerted  government  action  can  slow  things  down,  but 
short  of  globally  nationalizing  the  computer  and  telecom- 
munications industries,  we  have  already  passed  the  point  of 
no  return.  The  era  of  big  government  is  indeed  over,  and 
technology  will  make  sure  it  doesn't  come  back  from  the  dead. 

Not  far  ahead  lies  the  unbounded  opportunity  society  of 
cyberspace.  Who  among  us  will  choose  to  live  in  a  place  where 
productive  merit  is  king  while  envy  must  travel  unarmed?  ■ 

Bill  Frezza  is  a  columnist  for  CommunicationsWeek  and  Network  Computing 
magazine  and  cofounder  of  the  DigitaLiberty  Forum  (www.digilalib.org).  He 
obtained  his  H.S.  and  M.S.  in  electrical  engineering  from  MIT. 
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H        K  Is  IJr  paths  for  broadcasters?  How  about 

I  V?  mwWBk  II  the  new  children's  programming  rules 
the  FCC  is  trying  to  foist  on  broadcasters?  Bike  paths  for  kids. 
If  the  FCC  can  take  three  hours  a  week  from  TV  broadcast- 
ers, can  it  also  take  three  hours  from  CompuServe?  How  about 
thirty  seconds  of  my  CompuServe  connect  time?  To  exhort 
me  not  to  smoke,  perhaps. 

Maybe  the  broadcasters  are  different  because  they  don't 
own  the  airwaves  the  way  I  own  my  home  page.  Or  do  they? 
Bidders  have  just  handed  the  federal  government  $25  bil- 
lion for  new  wireless  licenses.  Technically,  these  licenses  ex- 
pire in  ten  years.  So  do  the  licenses  AT&T  got  from  McCaw 
when  it  bought  that  company  for  $17  billion.  But  can  the  gov- 
ernment really  take  the  spectrum  back  when  the  licenses  ex- 
pire? Nobody  knows.  The  Justices  will  vote. 

We  have  legal  models  that  address  all  these  problems — 
models  for  publishers,  bookstores  and  carriers,  models  for 
copyright  and  real  estate.  But  as  Lenin  once  remarked  on  the 
subject  of  tanks,  quantity  has  a  quality  all  its  own.  The  vast 
abundance  of  digital  broadband  networks  allows  users  to 
transcend  all  the  old  legal  standards. 

Traditional  "publishers,"  for  example,  are  strictly  liable 
for  copyright  infringement,  while  traditional  carriers  have 
broad  immunities.  Bookstores  fall  somewhere  in  between. 
But  America  Online  transforms  itself  from  one  to  the  next 
as  fast  as  you  can  click  from  email  to  a  bulletin  board  to  an 
online  newspaper.  Must  the  laws  of  property,  takings,  libel, 
copyright,  and  free  speech  be  rewritten  icon  by  icon?  The 
Justices  will  vote. 

Don't  suppose  that  the  alternative  in  any  of  these  mat- 
I  ters  is  not  to  vote.  Anarchy  is  for  teenage  mutant  nin- 
Ijas;  grown-ups  need  the  rule  of  law,  just  as  much  in 
I  virtuality  as  in  actuality.  Somehow  or  other  we  are  go- 
ing to  have  to  build  on  old  legal  principles  of  free 
speech,  common  carriage,  private  property,  and  so  forth,  or 
invent  coherent  new  ones.  There  will  be  votes.  We  need  them. 

The  only  question  is  who  will  do  the  voting.  A  suprana- 
tional World  Trade  Organization?  The  thought  is  horrible, 
but  the  Web  transcends  all  national  borders.  The  535  mem- 
bers of  Congress?  They're  terrible  with  details,  and  they  take 
forever  to  decide  anything.  The  five  commissioners  of  the 
FCC?  They  aren't  much  better. 

All  the  top-down  forms  of  government  are  going  to  fail. 
Political  consensus  won't  coalesce  anymore.  The  interests  are 
too  varied,  fragmented,  and  fluid.  Agreeing  on  a  sweeping 
new  legal  principle  is  all  but  impossible.  And  a  sweeping  new 
principle  isn't  any  use,  anyway.  It's  the  details  that  are  im- 
portant, and  hard. 

My  guess  is  that  all  the  important  new  laws  of  the  telecosm 
will  be  cooked  up  the  old-fashioned  way,  by  common-law  ad- 
judication of  private  disputes  in  the  courts.  It  will  be  messy, 
unpredictable,  and  slow.  It's  the  worst  possible  solution. 
Except  for  the  alternatives.  ■ 

Peter  Huber,  a  lawyer  and  writer,  is  senior  fellow  at  the  Manhattan  Institute  and  is 
best  known  for  his  work  in  telecommunications  markets  and  antitrust  policy.  His 
most  recent  work  is  the  novel  Orwell's  Revenge:  The  1984  Palimpsest. 
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"Hensley  Segal  Rentschler  offers  a 
compelling  challenge  to  advertisers 
to  use  the  Internet- now -to  build 
opportunities  in  markets  characterized 
by  fragmentation." 

INTERNET  WORLD 


"Hensley  Segal  Rentschler  is  recognized 
for  foresight  and  innovation  in  the 
new  media  revolution." 

BUSINESS  MARKETING 


"In  general,  advertising  is  going  to 
change  completely.  I  think  Hensley 
Segal  Rentschler  is  already  there." 

GEORGE  GILDER 


There's  hope  for  every  vp/marketing... 
Hensley  Segal  Rentschler  may  be 
anticipating  the  future." 

ADWEEK 


Thankfully, 
New  Media  Isn't  Entirely 
A  World  of  Unknowns 


It's  no  longer  a  question  of  if  or  even  when  to  bring  new, 
interactive  forms  of  communications  into  your  marketing  mix. 
The  time  is  now.  "Get  us  on  the  Web"  is  a  cry  heard  throughout 
the  corporate  land.  And  nowhere  is  the  need  to  dive  in  to  new 
media  felt  with  more  urgency  than  in  business-to-business 
marketing.  After  all,  the  largest  installed  base  of  digital 
processing  technology  in  the  world  sits  on  the  desktops  of 
business  decision  makers. 

Before  you  take  that  plunge  into  the  unknown,  talk 
to  a  known  quantity.  Too  many  new  media  experts  are 
new  to  the  idea  of  moving  markets  and  making  money. 


But  Hensley  Segal  Rentschler,  according  to  Business 
Marketing,  "mixes  new  age  ideas  with  age-old  techniques 
of  niche  business  marketing." 

Hensley  Segal  Rentschler  serves  the  interactive  media 
needs  of  prominent  private  companies  and  globally  respected 
Fortune  500  corporations.  And  we're  winning  the  plaudits 
of  industry  observers  and  clients  alike.  So  why  venture  into 
new  media  alone,  when  you  can  partner  with  a  company 
that  knows  the  way?  Visit  us  on  the  World  Wide  Web: 
http://www.hsr.com.  Contact  us  by  E-mail:  segal@hsr.com. 
Or  connect  by  more  traditional  means:  513.671.3811. 
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Bavaria:  where  technology  and  research 
are  opening  doors  to  business 

Creativity  and  innovation  are  joining  hands  in  Bavaria's  laboratories  and  research  departments,  where 
groundbreaking  developments  are  drawing  the  attention  of  scientific  and  business  communities  worldwide. 


Coldest  spot  in  the  universe 


Scientists  at  Bayreuth's  university 
(above)  recently  cooled  a  finger-sized 
platinum  cylinder  down  to  two-mil- 
lionths  of  a  degree  above  absolute 
zero  (-273.15  degrees  Celsius)  -  the 
lowest  temperature  ever  recorded  in 
the  universe.  In  setting  this  record  for 
coldness,  the  team  used  a  lot  of 
insulation,  a  super-strong  magnet, 
freezing  spin  and  an  aluminum-based 
superconductor. 

Why  are  they  doing  this?  Because  at 
these  super-low  temperatures,  atoms 
become  sluggish,  allowing  forces  such 
as  gravity,  that  are  normally  masked  by 


the  atoms'  ceaseless  movement,  to 
become  discernible.  The  origins  of 
gravity  remain  one  of  science's  great 
unsolved  mysteries.  Not  surprisingly, 
this  work  is  attracting  swarms  of 
researchers  from  all  over  the  world. 


Biogenetic  double  whammy 


"A  one-two  knockout  punch  against 
tumors"  is  how  VDI  Nachrichten 
has  described  the  Munich-based 
GSF  Institute  for  Immunology's  devel- 
opment of  biogenetically  produced 
"bi-specific  antibodies."  Already  billed 
as  one  of  the  most  important 
breakthroughs  in  treating  cancer,  the 
antibodies  are  now  being  tested  on 
patients  at  Munich's  Grosshadern 
hospital  after  having  successfully 
combated  tumors  in  animals. 

"While  one  of  the  antibody's  'arms' 
tracks  down  the  cancer  cells,  the 
other  arm  grabs  the  body's  defense 
mechanisms,  the  T-killer  cells,  and 
leads  them  to  the  tumor,"  says  GSF's 
Horst  Lindhofer  in  explaining  how  the 
antibodies  work. 


Fighting  pollution 


This  year,  Siemens  will  spend  DM7.3 
billion  -  or  8.2%  of  its  turnover  -  on 
research  and  development,  placing  the 
company  second  among  the  world's 
high-tech  companies.  New  from 
Siemens:  an  "air  mass  measurer"  that 
drastically  cuts  fuel  wastage,  and  hence 
pollution,  in  automobile  engines. 
Embedded  in  an  ultra-thin  glass  sheath, 


the  measurer  uses  a  newly  developec 
sensor  chip  to  determine  when  the 
optimum  mix  of  air  and  fuel  has  beer 
reached  in  the  car's  carburetor.  It  ther 
sets  off  the  firing  process,  minimizinc 
wastage  and  pollution. 


Keeping  a  safe  distance 


First  there  was  the  seat  belt,  ther 
the  airbag.  The  next  standard  safety 
feature  for  the  world's  automobiles  wi 
probably  be  a  radar-based  "Intelligen 
Tracking  System"  that  automatical!; 
maintains  a  safe  following  distance  fo 
automobiles  on  highways.  Now  beini 
readied  for  commercial  production,  thi 
heart  of  the  system  is  an  on-boan 
computer  linked  to  the  accelerato 
Expected  to  reduce  the  number  c 
rear-end  collisions  by  two-thirds,  th 
system  has  been  developed  b 
Erlangen's  Bavarian  Research  Cente 
for  Knowledge-Based  Systems  i 
association  with  BMW. 


Audi's  the  first! 


Ingolstadt-based  Audi  has  just  becorr 
the  first  automobile  manufacture 
to  provide  "hybrid"  powered  car 
on  a  regular  basis.  Audi's  Avail 
Duo  uses  diesel  and  electricity  i 
tandem  to  power  an  ultra-low-pollutim 
fuel-efficient  engine. 


Looking  up  in 
Bayern. 


Maypoles  are  only  one  reason  why  people 
have  been  looking  up  in  Bayern  for  a  very 
long  time.  The  Maypole  was  the  Internet  of 
Its  time,  providing  the  Net's  ease  of  access 
(the  poles  are  located  at  the  centers  of 
Bayern's  communities)  to  a  comprehensive 
range  of  products  and  services  ("listed"  in 
the  forms  of  symbols  hung  from  the  poles' 
trunks). 

Today,  people  look  up  the  state  and  its 
high-tech  companies  and  high  quality 
business  centers  by  dialing  into  Bayern 
Online,  Bayern's  grid  of  infonets  and 
mfonodes,  centered  around  Bayern's 
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of  state-of-the-art  information  technologies 
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looking  up  -  and  moving  ahead  -  in  the 
state  for  a  very  long  time. 
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conditioner  that  uses  a  "virtual" 
battery  to  simulate  a  battery  instead  of 
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Worldwide  service.  Help  and 
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CIVILIZATION  CAN'T  AFFORD  TO  FORGET 

GILDER 


Tlo  be  surprised,  to  wonder,  is  to  begin  to  under- 
stand....  Everything  in  the  world  is  strange  and 
marvelous  to  well  opened  eyes."  So  wrote  Jose  Ortega 
y  Gasset  in  his  pre-World  War  II  masterpiece,  The 
Revolt  of  the  Masses. 
No  eyes  in  modern  literature  have  been  so  constantly  open 
to  the  world,  so  luminous  with  wonder  and  humor  and  de- 
light, and  so  linked  to  an  incandescent  prose  as  Tom  Wolfe's. 
In  this  issue  of  Forbes  ASAP  he  encounters  a  bizarre  phe- 
nomenon, a  new  generation  of  Nietzschean  neuroscientists 
intoxicated  with  the  notion  that  they  have  mastered  the  mind, 
demoted  it  to  mere  brain,  reducible  to  biochemistry  and  even 
physics,  which  in  turn  is  diminished  to  the  determinism  of 
Pierre  Laplace,  who  believed  that  if  he  knew  at  one  instant 
the  positions  and  motions  of  every  atom  in  the  universe  he 
could  calculate  its  entire  past  and  future.  Like  many  genera- 
tions of  besotted  sophomores  before  them,  Wolfe's  callow 
brainlords  freely,  willfully  refute  a  belief  in  free  will. 

Is  Nietzsche-time  come  round  again?  With  Sisyphean  artists 
and  philosophers  dancing  on  the  hill  under  the  swastika  cross- 
es of  "eternal  recurrence"?  With  a  new  moratorium  on  God 
and  morality?  Wolfe  speculates  that  the  advent  of  brain  imag- 
ing and  other  "biomarvels"  will  prompt  a  revival  of  Friedrich 
Nietzsche's  prophecies  of  the  death  of  the  soul  and  a  result- 
ing twenty-first-century  collapse  of  all  moral  values. 

Thus  spake  Friedrich:  "Creation  after  all  is  today  utterly 
untenable. ..hailing  from  a  superstitious  age."  Sounds  famil- 
iar. Science  and  technology  are  finally  evil,  chimeras  of 
progress  that  distract  the  superman  from  his  nobly  savage 
destiny  of  oneness  with  nature.  Resounds  at  Oxford  and  the 
Sorbonne,  on  the  academic  Tour  de  France  of  nihilist  cycle 
theory,  with  deconstructionists  Jacques  Derrida  and  Michel 
Foucault,  and  echoes  on  the  Tour  du  Pont  in  the  United 
States,  with  suitable  quotes  from  Thomas  Kuhn,  Stanley  Fish, 
and  Al  Gore,  for  an  ecological  note. 

This  time  we  can  do  it  right,  summon  the  true  Friedrich, 
poetic,  passionate,  fierce,  prophetic,  unblinking  at  the  ani- 
mality  of  man,  yet  genetically  beyond  it,  with  an  IQ  helmet 
flashing  his  genius  to  the  summit  meetings  of  the  "Mensa- 
pausal"  elite.  After  all,  the  true  Nietzsche  has  never  been  tried. 
The  world  remains  in  the  throes  and  trammels  of  Judeo-Chris- 
tian  sanctimony  and  Wintel  PCs.  Too  much  morality  and 
technology  estrange  us  from  our  primal  passions,  earthy 
violence,  and  ecstatic  arts.  That's  the  "problematic"  of  the 
modern  age. 


No,  that  is  philosophastering  gibberish  blind  to  the  moral 
meaning  of  science,  technology,  and  capitalism.  The  German 
philosopher's  gorgeous  dithyrambic  cries  of  pain  in  the  throes 
of  migraine,  syphilis,  and  unbelief  reflected  a  peculiar  late 
nineteenth-century  moment.  The  intelligentsia  of  that  time 
imagined  that  Newtonian  physics  and  Darwinian  biology  had 
reduced  all  nature  to  mechanism  and  extinguished  God.  To- 
day we  see  not  the  death  of  God  but  the  death  of  the  mate- 
rialist superstition.  Unlike  industrial  technology,  with  its  cen- 
tralizing materialism,  today's  information  tools  foster  a 
counter  Nietzschean  worldview,  a  momentous  renascence 
of  mind  and  spirit. 

The  Nietzschean  revival  often  reflects  a  deep-seated  pho- 
bia toward  religion  and  its  transcendent  claims.  But  cutting 
off  its  nose  to  spite  its  face  is  perhaps  a  better  description  of 
a  suicidal  community  of  academics,  scientists,  and  technol- 
ogists engaged  in  what  might  be  termed  a  war  against  mind 
itself.  They  mock  the  morality  of  the  very  capitalist  wealth 
that  sustains  them,  impugn  the  belief  in  free  will  that  renders 
their  findings  significant,  impeach  the  reality  of  objective  truth 
and  scientific  progress  toward  it,  and  celebrate  the  savage, 
primitive,  and  wild.  In  their  rage  to  extirpate  God,  they  ex- 
tinguish objectivity,  intellect,  and  morality — the  underpin- 
nings of  a  society  that  values  mind  over  physical  force.  They 
commit  secular  suicide. 

JRs  the  millennium  approaches,  it  is  time  to  assert  the 
obvious  truth  ili.u  twentieth-century  culture  was  mos1 
ly  a  nihilist  death  trip,  m  the  grip  of  the  materialist 
AJA  superstitions  of  Marxism,  naturalism,  positivism, 
■  Darwinism,  and  deconstructionism.  The  twenty-first 

century  will  leave  all  these  determinist  fantasies  behind.  With 
the  tragedy  of  social  life  succumbing  to  the  spread  of  capi- 
talism and  technology,  the  works  of  pompously  nihilist  in- 
tellectuals— from  Marx  to  Spengler — will  emerge  as  bathos. 
Parroting  the  determinist  follies  of  the  previous  era — from 
Nietzsche's  eternal  recurrence  to  Sartre's  amoral  mazes — 
twentieth-century  intellectuals  will  seem  as  obtusely  bigoted 
and  archaic  as  racists  and  astrologers  today. 

It  will  be  seen  that  belief  in  monotheism  and  belief  in  ob- 
jective truth  and  science  are  essentially  the  same  thing,  that 
belief  in  transcendence  and  belief  in  the  autonomy  of  mind 
are  indispensable  complements,  that  science,  technology,  and 
capitalism  all  stand  interdependently  on  the  same  moral  foun- 
dations. With  the  unleashing  of  a  global  spiral  of  growth  ►  276 
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275  ^  and  progress,  a  new  cultural 
era  is  at  hand. 

Resisted  by  the  obsolescent  me- 
dia and  academy — from  broadcast  television  to  establishment 
universities — this  new  era  will  offer  a  feast,  of  ironies  and 
atavisms  along  with  its  new  economic  and  intellectual  achieve- 
ments. Tom  Wolfe's  vision  and  idiom — his  relish  at  the  com- 
edy of  modern  intellect  writhing  sensuously  in  the  embrace  of 
the  capitalism  it  despises — will  become  prevalent  in  a  rich  and 
cornucopian  culture,  spread  around  the  globe  by  the  Internet. 

LESSON  FROM  MUNCHAUSEN 

The  effort  to  elicit  mind  from  matter  and  subdue  it  to  de- 
terminism resembles  the  quest  for  a  perpetual-motion  ma- 
chine. Unending  centuries  of  dismal  setbacks  fail  to  halt  the 
pursuit  by  wild-eyed  cranks  and  quacks,  stepping  in  faux  Ein- 
steinian  fugue  states  from  the  frames  of 
Spielberg  entertainments.  Physics  itself 
is  no  longer  deterministic,  and  as  David 
Berlinski  points  out  in  his  magisterial 
essay,  only  two  chemical  elements  have 
succumbed  fully  to  quantum  mechani- 
cal calculations.  Thus,  the  reductionist 
verve  of  the  biologists,  moving  higher 
up  the  ladder  of  learning  to  distill  mind 
from  brain,  is  tribute  only  to  their  im- 
pressive powers  of  self-delusion. 

Max  Delbriick,  Nobel  laureate  in 
physiology,  compares  the  project  to 
Baron  von  Munchausen's  effort  to  ex- 
tract himself  from  a  swamp  by  pulling 
on  his  own  hair.  Tom  Wolfe  has  dis- 
covered yet  another  group  of  Munchausen  materialists.  If  they 
follow  the  cues  of  their  Darwinian  coreligionists,  in  the  bleak 
houses  of  Dawkinsian  determinism,  they  will  soon  enough  try 
to  clamber  up  the  ladders  of  academic  honor  by  pulling  on 
each  other's  hair,  an  admittedly  exhilarating  spectacle. 

The  neuroscientists  feed  on  a  misunderstanding  of  the  com- 
puter. Measuring  its  electrical  activity  on  an  oscilloscope,  the 
analyst  could  indeed  calculate  its  IQ — the  speed  of  its  micro- 
processor— ascertaining  whether  it  was  a  ninety-megahertz 
Pentium  or  a  five  hundred- megahertz  Alpha  and  identifying 
the  frequency  of  its  graphics  coprocessor  or  modem  as  well. 
Wolfe  reports  analogous  measurements  of  the  brain,  though 
the  brain's  functions  are  less  modular  and  localized  than  the 
microprocessor's  and  occur  at  frequencies  several  orders  of 
magnitude  lower  and  are  manifoldly  richer  in  analog  and 
chemical  content. 

A  computer  spectrogram,  however,  identifying  with  perfect 
resolution  the  pattern  of  electrical  activity  throughout  the  en- 
tire machine,  would  reveal  virtually  nothing  about  its  purpose. 
You  couldn't  tell  whether  it  was  diagnosing  a  carburetor  or 
parsing  the  speeches  of  Al  Gore.  Even  a  software  program  writ- 
ten in  machine  language  detailing  every  one  and  zero  is  near- 
ly worthless  to  a  reverse  engineer  who  wishes  to  duplicate 
its  functions.  He  is  helpless  unless  he  is  granted  access  to  the 
source  code  written  and  documented  by  a  human  program- 
mer in  an  intelligible  higher-level  language. 


In  their  rage 
to  extirpate  God, 
they  extinguish 
objectivity, 
intellect,  and 
morality.  They 
commit  secular 
suicide. 


If  a  full  exposition  of  electrical  activity  could  not  disclose 
the  meaning  of  a  computer  process,  programmed  by  a  human 
mind  working  under  the  limited  degrees  of  freedom  of  a  com- 
puter language,  such  a  pattern  could  reveal  far  less  about  a 
mental  process.  The  brain  combines  electrical  and  chemical, 
analog  and  digital  functions  in  baffling  interplay  and  spon- 
taneity across  literally  trillions  of  synapses.  Contrary  to  the 
confidence  of  Wolfe's  neuroscientists,  they  are  nowhere  near 
refuting  mind-brain  dualism,  let  alone  the  concept  of  a  soul. 

Then  what  can  we  make  of  Wolfe's  fascinating  and  hilari- 
ous investigation  of  these  new  Barons  of  Okefenokee  science? 
With  him,  I  fear  that  bogus  science  and  barbarian  politics  will 
beget  government  witch-hunts  and  witch  doctors.  After  all, 
computer-scanned  trading  patterns  prompted  the  incarcera- 
tion of  Mike  Milken  for  uncannily  prescient  investments  in 
"Ponzi  schemes"  such  as  MCI,  TCI,  and  McCaw.  Ralph  Nad- 
er celebrates  the  use  of  computers  to 
conjure  racist  financial  redlines  through 
the  nation's  cities.  Blind  to  the  essence 
of  entrepreneurial  risk  taking,  govern- 
ment condones  the  shakedown  by  se- 
curities fraud  suits  of  most  of  the  lead- 
ing high  technology  companies  that 
sustain  the  Clinton  economy  in  the  face 
of  higher  taxes  and  regulations. 

As  Chesterton  observed,  people  who 
do  not  believe  in  God  do  not  believe  in 
nothing.  They  will  believe  in  anything. 
Nobel  laureate  Francis  Crick  contem- 
plates the  possibility  of  alien  visitors 
dropping  by  from  other  galaxies  to  ac- 
celerate and  redeem  Darwinian  process- 
es. Noted  physicist  John  Wheeler  of  Texas,  among  many  oth- 
ers, suggests  an  infinitude  of  parallel  universes  to  rescue 
quantum  theory  from  its  implication  of  indeterminacy.  Simi- 
larly thronging  U.S.  universities  are  believers  in  astrological 
signs,  computer  minds,  electrical  cars,  "humane"  primitive  cul- 
tures, and  a  Laodicean  secular  hellfire  called  global  warming. 

THE  GREAT  BETRAYAL 

A  BETTER  GUIDE  TO  THESE  DERANGEMENTS  is  Ortega,  who  ful- 
ly grasped  the  vital  convergence  of  capitalism  and  science, 
rather  than  Nietzsche  who  disdained  both,  or  Thomas  Kuhn, 
implicitly  present  in  Wolfe's  article,  who  denied  progress  in 
science. 

The  father  of  paradigm  theory  and  a  standby  of  learned  ob- 
scurantism, Kuhn  reduced  science  to  a  cyclical  play  of  chang- 
ing fashions  and  denied  the  cumulative  character  of  scientific 
truth.  He  shared  with  Nietzsche  a  classic  error  of  the  acade- 
my, failing  to  grasp  the  indissoluble  link  between  science,  en- 
gineering, and  capitalism.  The  cumulative  facts  of  science  man- 
ifest themselves  in  technology,  powerful  and  practical  machines 
that  cumulatively  and  empirically  validate  the  new  paradigms 
and  generate  new  science  in  the  process.  They  reflect  neither 
fashion  nor  ephemera  but  the  profound  and  permanent  truths 
of  the  universe. 

The  twentieth  century,  Ortega  declared,  had  given  birth 
to  a  new  tribe  of  intellectual  monsters  who  for  all  their  ^279 
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276^  accomplishments  in  some 
narrow  field  behaved  as  barbarians 
in  the  wider  realms  of  culture  and 
politics.  "The  mass  man  believes  that  the  civilization  into  which 
he  was  born  and  which  he  makes  use  of,  is  as  spontaneous  and 
self-producing  as  Nature,  and  ipso  facto  he  changes  into  prim- 
itive man. ...The  principles  on  which  the  civilized  world — which 
has  to  be  maintained — is  based,  simply  do  not  exist  for  the  av- 
erage man  of  today. ...He  has  no  interest  in  the  basic  cultural 
values,  no  solidarity  with  them,  is  not  prepared  to  place  him- 
self at  their  service." 

So  it  is  with  the  intellectuals  of  today  whom  Wolfe  met 
in  his  travels,  with  wild  surmise.  They  are  a  special  breed  of 
barbarians — "barbarians  of  specialization,"  as  Ortega  called 
them — but  their  grasp  of  the  deeper  sources  of  their  survival 
and  wealth  scarcely  exceeds  the  insight  of  pygmies  in  the 
jungle  who  reached  up  and  plucked 
the  fruit  from  low-hanging  vines  and 
branches  without  an  inkling  of  the 
processes  that  produced  it.  Thus  they 
are  incapable  of  passing  to  future  gen- 
erations the  crucial  knowledge  that 
made  their  achievements  possible. 

These  intellectuals  resemble  Ortega's 
cynic,  who  "did  nothing  but  saboter  the 
civilization  of  his  time.  He  was  the  ni- 
hilist....  The  cynic,  a  parasite  of  civi- 
lization, lives  by  denying  it,  for  the  very 
reason  that  he  is  convinced  that  it  can- 
not fail.  What  would  become  of  the 
cynic  among  a  savage  people  where 
everyone,  naturally  and  quite  seriously, 
fulfills  what  the  cynic  farcically  considers  to  be  his  personal 
role?"  Better  not  think  of  that,  except  in  a  rare  visit  to  the  Holo- 
caust Museum  or,  in  bathos,  to  the  Brentwood  estate. 

These  luminaries  could  not  have  reached  their  current  pin- 
nacles without  the  discipline,  sacrifice,  moral  valor,  competi- 
tive ardor,  martial  ruthlessness,  exploratory  daring,  and  en- 
trepreneurial risk  taking  of  geniuses,  heroes,  and  martyrs  who 
believed  that  their  efforts  partook  of  a  larger  regime  of  mean- 
ing and  purpose.  All  men  should  feel  an  irredeemable  debt 
to  generations  of  warriors,  inventors,  venturers,  and  prophets 
who  gave  their  lives  to  teleological  visions  of  transcendent  truth. 

That,  after  all,  is  what  intellectuals  and  cultures  are  for: 
to  inspire  peoples  with  a  sense  of  their  historic  purpose  and 
future  goals  and  to  pass  on  the  wisdom  of  the  time  to  new 
generations.  The  purpose  of  culture  is  to  lend  meaning  to  hu- 
man life,  not  to  deplete  it  of  meaning.  Culture  ultimately  must 
serve  the  civilization  that  sustains  it.  Any  culture  of  nihilism 
and  triviality  will  destroy  itself  in  the  end  by  undermining  the 
willingness  of  people  to  make  sacrifices  and  endure  privations 
in  its  perpetuation  and  defense. 

THE  MATERIALIST  SUPERSTITION 

Now  we  have  an  intelligentsia  that  widely  upholds  what 
I  have  termed  the  materialist  superstition,  a  belief  that,  as 
Steven  Weinberg  suggests  in  these  pages,  transcendent  codes 
of  purpose  and  meaning  are  analogous  to  a  belief  in  Santa 


These  luminaries 
could  not  have 
reached  their 
current  pinnacles 
without  discipline, 
sacrifice,  moral 
valor,  and 
exploratory  daring. 


Claus  or  the  Easter  Bunny. 

When  among  these  thinkers  we  find  an  upholder  of  du- 
alism— a  recognition  that  ideas  and  matter  comprise  inex- 
orably different  realms — he  descends  into  sentimental  mush 
like  Thomas  Moore.  Moore  can  imagine  life  without  com- 
petition. He  ranks  "productivity  way  down  on  the  list  of  my 
priorities."  Yet  he  wants  all  the  fruits  of  production,  everyone 
"well  fed"  in  "beautiful  towns  and  cities"  served  by  hospitals 
that  can  give  you  individual  attention  "as  a  person  and  not 
a  pool  of  chemicals"  while  presumably  favoring  "low  tech- 
nology" and  "craft." 

This  is  the  very  epitome  of  Ortega's  pygmy,  except  that  the 
pygmy  does  not  actually  despoil  the  jungle  that  sustains  him, 
while  Moore's  return  to  "low  technology"  and  "crafts"  would 
yield  a  world  of  Hobbesian  rivalry  of  all  against  all  amid  rav- 
aging diseases  and  scarcities.  No  worldview  or  way  of  life  can 
stand  if  it  denies  the  principles  of  its 
own  existence  and  survival.  No  theory 
can  stand  that  rejects  the  validity  of  the- 
orists. No  science  can  prevail  that  im- 
pugns the  transcendence  of  scientists. 
As  Wolfe  observes,  the  materialist  su- 
perstition upheld  by  the  young  neuro- 
biologists  is  a  nihilist  code.  It  devours 
the  prerequisites  of  coherent  thought.  It 
ends  by  eviscerating  the  critical  as- 
sumptions of  science  itself,  which  is  nec- 
essarily upheld  by  the  explorations  of 
scientists,  whose  work  is  incoherent  if  it 
is  not  the  expression  of  a  free  will.  If 
thought  is  a  mere  epiphenomenon  of 
material  fields  and  fluxes,  why  should  it 
be  respected  when  it  propounds  the  idea  of  materialism? 

If,  in  Steven  Weinberg's  lapidary  view,  "the  more  the  uni- 
verse becomes  comprehensible,  the  more  pointless  it  seems," 
why  should  taxpayers  sacrifice  to  find  a  final  particle  to  shore 
up  the  ruins  of  some  general  unified  theory  of  human  trivi- 
ality? A  heroic  figure  in  the  science  of  our  time  and  a  lucid 
polemical  writer,  Weinberg  should  take  more  care  to  avoid 
falling  into  the  gap  between  the  cultures,  and  tumbling  into 
Ortega's  bag  of  barbarians  along  with  all  the  deconstruc- 
tionists  and  Marxist  revenants  whom  he  disdains.  How,  in 
the  wake  of  the  horrors  of  mass  emotion  and  madness  in  the 
twentieth  century,  can  Weinberg  uphold,  as  a  reliable  haven 
of  conscience,  the  human  heart?  If  the  civilization  had  to  de- 
pend on  this  kind  of  thinking  for  its  survival,  we  would  not 
have  a  prayer. 

Americans  today  resemble  Ortega's  barbarians  in  anoth- 
er way.  They  live  in  the  midst  of  unparalleled  wealth  and  com- 
fort without  either  grasping  their  supreme  good  fortune  or  its 
precarious  sources  in  moral  and  economic  principles.  If  tech- 
nology has  no  moral  dimension,  even  in  the  minds  of  its 
supreme  creators  and  beneficiaries,  why  should  its  fruits  not 
be  taxed  away  and  redistributed?  If,  as  Bill  Gates  seems  to  be- 
lieve in  parts  of  his  interview,  morality  is  a  mere  matter  of 
opinion,  why  should  soldiers  die  to  defend  his  wealth  or  po- 
licemen rush  to  protect  his  house? 

U.S.  economic  and  technological  dominance  is  ►280 
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279  M  greater  than  at  any  point 
since  the  period  after  World  War  II. 
In  the  ten  years  beginning  in  the 
mid-1980s,  after  the  Reagan-era  tax  cuts,  the  U.S.  share  of 
global  output  rose  23  percent,  while  the  United  States  creat- 
ed and  controlled  all  the  leading-edge  technologies  of  com- 
puting and  networking.  That  dominance  has  a  new  moral  di- 
mension. The  United  States  prevails  not  merely  because  of 
some  arbitrary  lead  in  software  tools  and  network  equipment 
but  because  these  software  tools  and  networks  enable  a  more 
exalted  and  morally  superior  culture — a  better  and  more  ben- 
eficial way  of  releasing  human  potentiality  and  managing  in- 
ternational competition.  The  source  of  U.S.  leadership  is  its 
focus  upon  the  PC  and  the  Internet,  capital  equipment  that 
empowers  and  enhances  individual  mind  and  creativity,  rather 
than  on  the  TV  and  games  that  degrade  their  users.  But  be- 
cause most  Americans  fail  to  compre- 
hend the  meaning  of  the  moment,  they 
could  lose  not  only  technological  dom- 
inance and  prosperity  but  also  a  unique 
hope  for  a  better  world. 


BEYOND  POLITICS  AND  WAR 

Throughout  history,  the  chief  ar- 
biter of  the  influence  of  nations  and 
cultures  has  been  war.  Military  leaders 
and  politicians  have  been  the  protag- 
onists of  history.  History  has  largely 
consisted  of  the  maneuvers  of  nations 
seeking  to  control  land  masses  and  sea 
lanes,  natural  resources  and  transport 
paths,  colonies  and  commerce  through 
the  use  of  military  power.  Mark  Helprin's  elegantly  limned 
diplomat  of  1906  was  a  product  of  this  world.  For  all  his  ele- 
giac evocation  of  tranquility,  what  Helprin  fails  to  disclose 
is  that  the  diplomat  was  soon  to  lose  two  sons  in  the  horrif- 
ic trenches  of  Belgium. 

Contriving  new  means  of  wealth  based  on  information 
technologies,  America  permits  the  replacement  of  this  dismal 
regime  with  the  morally  resplendent  rivalries  of  an  acceler- 
ated capitalism.  In  1742,  in  his  essay  "Of  the  Jealousy  of 
Trade,"  David  Hume  refuted  protectionism  and  proclaimed 
the  essential  altruism  of  market  systems.  In  words  that  might 
have  been  written  for  the  edification  of  Ross  Perot  and  Patrick 
Buchanan,  Hume  declared,  "Were  our  narrow  and  malignant 
politics  to  meet  with  success,  we  should  reduce  all  our  neigh- 
boring nations  to  the  same  state  of  sloth  and  ignorance  that 
prevails  in  Morocco  and  the  coast  of  Barbary.  But  what  would 
be  the  consequence?  They  could  send  us  no  commodities: 
They  could  take  none  from  us:  Our  domestic  commerce  it- 
self would  languish  for  want  of  emulation,  example,  and  in- 
struction: And  we  ourselves  should  soon  fall  into  the  same 
abject  condition,  to  which  we  had  reduced  them...." 

He  concluded  with  a  proclamation  for  the  ages:  "Not  only 
as  a  man  but  as  a  British  subject,  I  pray  for  the  flourishing 
commerce  of  Germany,  Spain,  Italy,  and  even  France  itself." 
Hume's  heroic  good  wishes  toward  Britain's  military  enemies 
languished  unheeded  through  the  subsequent  two  and  a  half 
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centuries.  But  Hume  was  right,  even  when  land,  inevitably 
limited  in  extent,  was  the  crucial  source  of  wealth. 

Unlike  contests  for  land,  however,  technological  rivalry  is 
not  a  zero-sum  game.  In  the  familiar  case,  information  can  be 
shared  without  losing  it  or  diminishing  it.  In  fact,  the  shar- 
ing of  information  may  enhance  its  value  to  the  sharer.  The 
United  States,  for  example,  has  benefited  hugely  from  Japan- 
ese enhancements  of  microchip  technologies  that  were  invented 
here.  The  U.S.  microchip  and  semiconductor  capital  equip- 
ment industries  are  far  more  prosperous  today  than  they  would 
have  been  without  the  sharing  of  this  knowledge  with  Asians. 

Japan  offers  a  telling  example  of  the  moral  superiority  of 
the  new  regime.  Before  WWII,  Japanese  leaders  assumed  that 
only  by  capturing  new  territory  could  this  barren  set  of  is- 
lands increase  its  power  and  influence.  When  this  effort 
crashed  in  ruins,  Japan  focused  on  the  production  of  goods 
and  services  for  others — spearheaded 
by  electronic  devices — and  became  the 
world's  second  most  powerful  and  in- 
fluential economy.  Other  Asian  coun- 
tries have  followed  this  example.  While 
American  intellectuals  fear  that  infor- 
mation technology  will  expand  the  gap 
between  the  rich  and  poor,  the  chief  ef- 
fect of  the  spread  of  electronics  has 
been  to  bring  perhaps  a  billion  Asians, 
twenty  years  ago  among  the  wretched 
of  the  earth,  into  Western  levels  of  af- 
fluence. The  egalitarianism  of  the  Left 
seeks  to  spread  a  kind  of  cosseted 
poverty,  in  which  limited  wealth  is  dis- 
tributed by  powerful  bureaucrats  to 
grateful  dependents  in  a  spiritual  desert  of  materialism.  By 
contrast,  the  egalitarianism  fostered  by  ever  cheaper  capital 
and  technology  spreads  to  the  world  the  opportunities  for 
morally  meaningful  and  heroic  wealth. 

Barbarian  intellectuals  in  the  United  States  complain  of 
widening  gaps  between  rich  and  poor.  What  in  fact  is  hap- 
pening is  a  rising  trajectory  of  lifetime  incomes.  In  an  econ- 
omy dominated  by  a  few  large  companies,  entry-level  work 
may  be  well  paid,  but  lifetime  incomes  and  productivity  are 
capped.  In  an  entrepreneurial  economy,  where  large  corpo- 
rations downsize  and  new  companies  proliferate,  individu- 
als can  more  readily  fulfill  their  potentials.  Thus  their  ultimate 
incomes  are  higher. 

In  the  past,  capital  equipment  was  costly  and  production 
complex  and  dominated  by  large  firms.  Bill  Gates  might  have 
spent  his  life  working  his  way  up  the  chain  of  command  at 
IBM  or  General  Electric,  thus  avoiding  an  immense  contri- 
bution to  income  inequality  in  America.  Instead,  he  began  a 
new  company  at  a  poverty-level  entry  income  with  capital 
goods  costing  a  few  thousand  dollars. 

In  a  new  information  economy,  the  complexity  of  capital 
is  embodied  not  in  corporate  chains  of  command  and  hier- 
archies of  costly  equipment  but  in  microchips  containing  an 
intricate  tracery  of  hundreds  of  millions  of  transistors  and 
software  packages  containing  millions  of  bytes  of  intricately 
interwoven  code.  Wielding  fabulously  cheap  computers  ►  282 
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280  -4  an<J  software,  one  person  at 
a  workstation  can  command  the 
productive  potential  of  a  factory 
tycoon  of  the  industrial  era  and  the  communications  power 
of  a  broadcast  tycoon  of  the  television  era. 

An  economy  where  more  people  escape  bureaucratic  en- 
trapment to  fulfill  their  unique  potentials  is  morally  superi- 
or to  a  bureaucratic  economy.  Since  it  comports  with  the  di- 
versity of  human  genetic  endowments  and  possibilities,  it  is 
more  humane.  It  avoids  wasting  human  creativity  and  pro- 
duction in  sterile  corporate  slots.  Perusing  Gini  coefficients, 
economists  may  depict  such  a  system  as  inegalitarian,  but  it 
spreads  far  more  widely  and  equally  than  ever  before  in  his- 
tory the  opportunity  to  succeed. 

The  income  floor,  after  all,  will  always  be  zero,  while  the 
ceiling  in  a  free  economy  is  effectively  infinite.  As  more  peo- 
ple fulfill  their  potential,  the  ostensible 
"gap"  increases.  But  it  is  not  chiefly  a 
horizontal  gap  between  individuals.  It 
is  a  gap  between  people's  earnings  in 
entry  jobs  and  their  peak  earnings  lat- 
er in  life.  It  is  morally  desirable  that  this 
gap  increase. 

The  key  to  the  moral  superiority  of 
capitalism  is  that  people  get  rich  by 
imaginatively  serving  the  needs  of  oth- 
ers. The  new  information  tools  allow 
more  people  than  ever  before  to  per- 
form this  morally  valuable  capitalist 
role.  The  key  to  the  productive  superi- 
ority of  capitalism  is  that  the  people 
who  have  proven  their  ability  to  create 
wealth  gain  the  right  to  reinvest  it.  Capitalism  thrives  by  sav- 
ing and  extending  productive  knowledge. 

Demonstrably  a  brilliant  investor  and  creator  of  wealth, 
Bill  Gates  gains  the  burden  and  opportunity  to  reinvest  it.  So- 
cialist economies  fail  because  they  tax  away  and  institution- 
alize the  fruits  of  invention  and  creativity.  A  Bill  Gates  would 
constantly  need  to  submit  his  ideas  to  boards  of  bureaucrats 
ruled  by  existing  interests  and  established  powers.  Thus  funds 
would  gravitate  to  the  most  potent  political  interests  and  lob- 
bies rather  than  to  the  most  ingenious  and  productive  in- 
vestors. Wealth  is  wasted  rather  than  replicated  and  expand- 
ed. The  inequalities  of  capitalism  are  at  the  heart  of  its  moral 
and  practical  superiority. 

In  the  mid-1980s,  for  example,  government  would  have 
consulted  IBM,  not  Microsoft,  and  learned  that  most  experts 
preferred  OS/2  to  Windows.  Today,  in  turn,  when  Gates  is  as- 
cendant— a  certified  expert  who  would  be  trusted  by  bu- 
reaucrats— he  faces  an  overwhelming  challenge  from  the  new 
dominance  of  the  Java  programming  language,  which  he  dis- 
dained and  dismissed  less  than  a  year  before.  Gates  is  a 
supreme  expert.  If  experts  were  usually  right,  socialism  would 
prevail.  But  experts  usually  reflect  obsolescent  expertise,  de- 
riving from  the  mastery  of  legacy  systems  and  installed  bases. 

All  the  virtues  of  capitalism  are  magnified  by  the  new  in- 
formation tools,  which  distribute  capital  more  widely  than  ever 
before.  Consummating  this  process  is  the  Internet.  Compared 
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to  existing  media,  the  Internet  vastly  expands  choice  and  dis- 
tributes power.  Because  individuals  are  diverse  and  widely  dis- 
tributed, the  Internet  corresponds  far  better  with  their  needs 
and  potentials  than  do  the  broadcast  networks.  Because  the 
broadcasters  must  appeal  to  the  lowest  common  denomina- 
tors of  large  audiences,  their  output  tends  to  pander  to  pruri- 
ent interests  and  morbid  fears  and  anxieties.  By  contrast,  the 
Internet  resembles  a  superbookstore,  like  Borders  or  Barnes 
&  Noble,  that  commands  some  150,000  different  titles  and  tens 
of  thousands  of  magazines.  Rather  than  a  lowest-common-de- 
nominator medium,  it  is  a  first-choice  medium.  Rather  than 
settling  for  what  is  on  the  counter  at  the  time,  customers  get 
what  they  want  when  they  want  it. 

While  a  lowest-common-denominator  medium  evinces  a 
bias  toward  shocks  and  sensations,  a  first-choice  medium  is 
biased  toward  excellence.  Dominating  the  book  business,  for 
example,  are  educational  texts  and  in- 
structional volumes.  Religious  books 
command  a  market  as  large  as  trade 
books.  The  moral  culture  of  the  book 
business  far  excels  the  moral  culture  of 
broadcast  media  because  of  the  moral 
superiority  of  choice  and  freedom  over 
take-it-or-leave-it  tyrannies  of  top- 
down  taste.  Similarly,  with  its  endless 
cornucopia  of  choice,  the  culture  of  the 
Internet  will  far  excel  in  its  moral  qual- 
ities the  Hollywood  and  television  me- 
dia that  it  will  increasingly  displace. 
Yes,  there  will  be  porn,  as  there  is  porn 
in  every  American  hotel  room  and  con- 
venience store,  and  as  there  are  forms 
of  porn  at  Borders.  Child  porn  is  illegal  in  any  of  its  forms 
and  its  creators  can  be  prosecuted  with  no  new  laws.  But  un- 
like lowest-common-denominator  broadcast  media  in  their 
constant  pornotrophic  slide,  the  Internet  will  cultivate  a  vast 
diversity  of  intellectual  choice  and  achievement  that  uplifts 
and  redeems  American  culture. 

THE  MORAL  APHASIA  OF  GENIUS 

Both  enormously  articulate  and  laden  with  honors,  Bill 
Gates  and  Steven  Weinberg  are  titans  of  the  age.  Yet  they  are 
strangely  reticent  in  explaining  the  moral  qualities  of  the  sci- 
ence and  technology  they  command.  The  neuroscientists  in- 
terviewed by  Tom  Wolfe  are  embarked  on  one  of  the  supreme 
endeavors  in  the  history  of  science.  Yet  they  discuss  their  fab- 
ulous inventions  as  if  they  were  toys  and  trivialize  them  with 
fatuities  about  free  will.  Thus  these  pioneers  undermine  the 
greatest  attainments  of  our  civilization  and  jeopardize  their 
own  research  and  enterprise. 

Denying  the  practical  significance  and  cultural  importance 
of  current  physics — not  to  mention  its  moral  implications — 
Weinberg  recently  declared  the  consensus  of  scientists  that 
"the  difference  between  the  predictions  of  quantum  mechan- 
ics and  pre-quantum  classical  mechanics,  which  is  so  impor- 
tant for  the  behavior  of  atoms,  becomes  negligible  at  the  scale 
of  human  affairs."  If  this  statement  were  true,  there  would  be 
little  reason  to  subsidize  the  field.  But  of  course  the  ^284 
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282-4  statement  is  not  true  except 
in  a  trivial  mathematical  sense. 
Classical  physics  with  its  contin- 
uous linear  changes  cannot  even  explain  why  atoms  and  mol- 
ecules do  not  merge  together  in  a  chaotic  mush.  Quantum 
friction,  as  Esther  Dyson  might  describe  it,  underlies  the  so- 
lidity of  matter  and  the  electrical  behavior  of  solid-state  de- 
vices. Quantum  theory  is  indispensable  to  microelectronics 
and  information  technology.  As  the  industry  moves  toward 
devices  of  atomic  dimensions,  epitomized  by  single-electron 
electronics  and  quantum-well  transistors,  physics  becomes 
perhaps  the  single  most  crucial 
economic  activity. 

The  neurobiologists  work  on 
the  frontiers  of  the  human  brain. 
Their  investigations  afford  the 
possibility  of  relieving  an  endless 
array  of  human  diseases  and  dis- 
tresses, extending  the  human  life 
span  by  scores  of  years,  and  re- 
vealing the  tectonics  of  human 
intelligence.  Brain  structure  is 
always  a  key  inspiration  for  com- 
puter architecture.  The  new  era 
emerging  in  computers,  led  by 
the  network  computer  or  tele- 
puter,  using  the  Java  language, 
will  require  major  innovations. 
Neural  networks,  holographic 
memories,  and  parallel  processors 
all  reflect  the  continuing  influence 
of  neuroscience  on  practical  com- 
puter technology. 

Irving  Kristol  once  said  that 
capitalism  cannot  survive  as  long 
as  people  believe  that  its  distri- 
butions are  immoral.  Likewise, 
science  cannot  thrive  unless 
people  in  general  regard  its  pur- 
poses and  results  as  morally  affirmative. 

As  Michael  Novak  has  said,  "Human  beings  were  made  in 
the  image  of  their  creator,  to  be  creative."  I  have  compared 
the  microchip  to  the  Gothic  cathedral.  Wrought  of  sand  and 
glass  and  air,  both  structures  epitomize  the  supreme  tech- 
nologies of  their  eras.  Today  people  still  throng  to  cathedrals 
in  awe.  They  still  respond  to  the  moral  purpose  suffusing 
the  spires  and  towers  and  iridescent  glass.  The  people  who 
built  cathedrals  were  not  embarrassed  to  make  moral  claims 
or  to  collect  funds  from  churchgoers  wretchedly  indigent  by 
any  modern  standard.  They  knew  that  these  structures  res- 
onated with  moral  authority  and  significance. 

Far  more  than  most  of  the  art  and  literature  of  our  day, 
our  science  and  technology  resonate  with  moral  purpose 
and  importance.  They  manifest  the  creativity  of  human 
minds  reaching  beyond  the  material  constraints  that  afflict 
their  bodies,  the  materialist  superstitions  that  constrict  the 
horizons  of  liberty,  the  zero-sum  limits  of  the  economy 
envy  and  avarice,  the  martial  horrors  of  the  struggle  for 


land  and  natural  resources. 

This  supreme  activity,  however,  cannot  survive  unless  it  is 
effectively  defended.  A  cabal  of  terrorists  could  blow  away  all 
the  laboratories  in  America  in  a  day,  if  the  United  States  fails 
to  win  the  unending  arms  race  with  countries  that  persist  in 
socialist  sterility  and  lash  out  at  the  riches  that  they  are  im- 
potent to  understand  or  create.  Today  the  United  States  ne- 
gotiates treaties  against  chemical  and  biological  warfare  that 
simply  disarm  Americans  and  distribute  information  to  oth- 
erwise ignorant  enemies.  The  United  States  pursues  restric- 
tions on  encryption  that  merely  assure  that  non-U. S.  com- 
panies will  dominate  the  field.  In 
the  hands  of  barbarians  of  spe- 
cialization, the  U.S.  government 
fails  to  comprehend  the  precari- 
ousness  of  the  technological  civ- 
ilization that  sustains  it. 

To  the  barbarians  of  mass  so- 
ciety, science  always  will  seem  in 
a  sense  a  luxury.  Until  disaster 
strikes,  defense  will  always  seem 
a  waste  of  resources  better  redis- 
tributed to  interest  groups.  If  the 
scientists  themselves  are  barbar- 
ians of  specialization,  and  the 
capitalists  captives  of  government 
bureaucracy  and  their  own  lob- 
bies, this  redemptive  system  will 
not  prevail.  As  Robert  Conquest 
warns  in  his  eloquent  essay,  the 
survival  of  capitalism  depends  on 
a  willingness  to  sacrifice  in  its  de- 
fense. Summoning  such  sacrifices, 
we  will  have  to  make  moral  ar- 
guments. People  are  not  willing 
to  give  their  lives  for  "pointless" 
science  or  playtime  technologies. 

Hey,  fellas,  the  twentieth 
century  is  over!  Nietzsche  is  dead.  Eternal  recurrence  blew  up 
in  the  big  bang.  Materialist  determinism  is  an  artifact  of  in- 
tellectual barbarism.  All  the  suicidal  crazes  of  nihilism,  the 
wanton  rages  of  war,  the  zero-sum  games  of  lebensraum,  the 
idiot  mazes  of  French  Marxism  and  existentialism,  the 
Dionysian  dances  of  oneness  with  nature,  the  celebrations 
of  primitivism  and  savagery,  the  orgies  on  the  pyre  of  God, 
the  collapse  of  progress  and  purpose  waiting  for  Godot — all 
these  are  quaint  twentieth-century  parochialisms. 

All  these  futilities  and  fantasies,  self-pitying  poses  and 
alibis,  antibusiness  and  antitechnology  pouts,  will  wither  and 
die  as  tragicomic  bathos'  in  the  face  of  the  blazing  light, 
majestic  cumulative  power,  truth  and  transcendence  of  con- 
temporary science  and  wealth,  enterprise  and  adventure  on 
the  capitalist  frontier,  ushering  in  the  twenty-first  century  as 
a  new  epoch  of  spirit  and  faith.  ■ 

George  Gilder  is  a  contributing  editor  to  Forbes  ASAP,  the  exclusive  publisher  of 
his  "Telecosm"  series.  Gilder  also  edits  the  Gilder  Technology  Report,  a  monthly 
newsletter.  His  books  include  Wealth  and  Poverty  and  Microcosm. 
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THE     BIG  ISSUE 


THE 

ILLUSTRATING  THE  ILLUSTRIOUS 

ARTISTS 


Tims  "Big  Issue"  of  Forbes  ASAP  gave  the  magazine's  art 
director,  Tony  Lane,  a  rare  opportunity:  to  create  a  port- 
folio of  portraits  of  eminent  authors  by  fifty-one  of  Amer- 
ica's best  illustrators.  The  Golden  Age  of  magazine  illus- 
tration— when  artists  such  as  N.  C.  Wyeth,  J.  C. 
Leyendecker  (creator  of  the  Arrow  Collar  Man),  and  A.  M. 
Cassandre  made  millions  (in  today's  dollars)  working  for  the 
Saturday  Evening  Post,  Century  magazine,  and  other  leading 
publications  during  the  first  half  of  this  century — is  long  past. 


Yet  the  art  of  illustration  in  magazines  is  enjoying  a  renaissance. 
Energized  by  the  return  of  figurative  painting,  the  artist's  inter- 
pretation of  editorial  content  has  reasserted  its  power  to  express 
ideas  and  enliven  pages. 

Not  for  years  has  a  national  magazine  been  so  rich  with 
intelligent  editorial  illustration  as  this  special  issue  of  Forbes 
ASAP.  At  the  risk  of  sounding  immodest,  we  suspect  that  even 
if  our  writers  hadn't  written  so  provocatively,  our  illustrators,  in- 
troduced below,  would  make  the  Big  Issue  a  collector's  treasure. 


Philip  Anderson/Peter  Huber  p.  263 

Anderson  claims  as  influences  Picasso,  Klee, 
and  Punch  magazine.  His  line-drawing/col- 
lage style  is  reflective  of  clas- 
sic fifties  illustration.  His 
work  has  appeared  in  the  New 
York  Times,  Newsweek,  and 
other  publications. 

Don  Arday/Reynolds  Price  p.  126 

Arday  is  a  master  of  digital  artistry  with 
FreeHand  and  Adobe  Pho- 
toshop. His  highly  stylized 
artwork  is  reminiscent  of 
early-twentieth-century  ad- 
vertising and  poster  art.  He 
teaches  graphic  communications. 

Istvan  Banyai/Bill  Frezza  p.  233 

Hungarian-born  Banyai  began 
his  career  as  an  animator,  an 
influence  that  is  still  felt  in  his 
line  and  flat-color  drawings. 
His  work  has  appeared  in  Play- 
boy, New  York,  and  other  publications. 

Gary  Baseman/Steven  Weinberg  p.  191 

Baseman  says  his  work  is  "best  described 
as  where  the  line  between  ge- 
nius and  stupidity  has  been 
smudged  beyond  recogni- 


tion." His  zany  pen-and-ink 
drawings  have  appeared  in 
this  magazine,  most  recently  in  the  October 
issue,  and  in  many  other  publications, 
including  GQ  and  Time. 


Melinda  Beck/Andy  Kessler  p.  237 

Beck  is  known  for  bold,  woodcutlike 
scratchboard  and  collage  illus- 
trations. Her  illustration  and 
graphic-design  clients  include 
MTV,  the  New  York  Times,  and 
Time.  Her  work  was  recently  ac- 
quired by  the  Library  of  Congress. 

Diane  Bigda/Virginia  Postrel  p.  244 

Bigda  concentrates  on  using 
pastels  and  integrating  collage 
elements.  Her  style  is  also  re- 
flected in  her  nonartistic  pas- 
sions: opera,  gardening,  and 
exploring  Italian  hill  towns. 

Nigel  Buchanan/Esther  Dyson  p.  98 

New  Zealander  Buchanan  for- 
sook an  early  career  in  archi- 
tecture for  illustration,  which  is 
reflected  in  his  current  work. 
He  employs  mixed  media,  pre- 
dominantly airbrushed  gouache  incorpo- 
rating fixative  and  chalk  pencil.  He  calls  his 
approach  "stylized  surrealism." 

Karen  Caldicott/Richard  John  Neuhaus  p.  101 

Caldicott's  career  in  the  fine  and  illustra- 
tive arts  has  won  her  wide  acclaim  as  a  neo- 
expressionistic  powerhouse,  ffj^ 
She  works  in  mixed  media.  EJ$g| 
Caldicott's  paintings  have  been 
included  in  ten  international 
exhibitions  and  in  publications 
from  Elle  Decor  to  the  Wall  Street  journal. 


Seymour  Chwast/Stephen  Ambrose  p.  26 

Chwast  is  a  founding  partner  of  The  Push- 
Pin  Group,  which  is  credited  with  a  world- 
wide influence  on  contemporary  visual 
communications.  He  works 
1  '£§  1 "    in  a  variety  of  styles  and  rae- 
?f-     fct     dia,  including  crayons  on 
|M|  brown  paper  bag,  which 

E-S  B — 1  he  chose  to  illustrate  Am- 
brose for  this  issue. 

Joseph  Ciardiello/Michael  Kinsley  p.  113 

Ciardiello  creates  delightful  illustrations 
using  pen  and  ink  with  a 
watercolor  wash.  His  artwork 
has  appeared  in  Playboy,  The 
New  Yorker,  and  the  Wash- 
ington Post. 

Tim  Clark/Thomas  Moore  p.  118 

Clark's  watercolor  and  pen-and-ink  work 
is  cubist  in  influence.  Corpo- 
rate clients  include  US  West, 
Capital  Research  and  Funding, 
and  Applied  Materials.  His  art 
is  also  collected  privately.  He 
studied  at  CalArts,  Art  Center,  and  the  Otis 
College  of  Arts  and  Design. 

Greg  Clarke/Michael  Jensen  p.  57 

Clarke's  humorous  watercolor  work  has 
appeared  in  numerous  publi- 
cations such  as  Time  and  The 
Atlantic  Monthly.  Corporate 
clients  include  Intel  and 
Saturn. 


December  2.1  996     FORBES  ASAP  289 


THE  ARTISTS 


Alan  E.  Cober/Stanley  Crouch  p.  252 

Wj  Cober  calls  himself  a  "visual 
„,"•  *      is.uni-ilist."  As  an  illustrator, 

he  has  covered  such  news 
events  as  the  1980  presidential 
campaign  (for  Time)  and  the 
Pope's  U.S.  tour  (for  Rolling  Stone).  Cober 
uses  mixed  media  with  his  drawing. 

John  Collier/Mark  Helprin  p.  14 

One  of  the  most  talented  painters  working 
in  illustration,  Collier  numbers 
among  his  clients  Barneys 
New  York,  Bell  Atlantic,  and 
GQ.  His  illustration  of  Helprin 
in  this  issue  is  one  of  his  first 
efforts  in  the  digital  realm. 

John  Cuneo/William  F.  Buckley  Jr.  p.  110 

Cuneo's  expressive,  humorous  caricatures 
are  featured  in  Forbes  ASAP's 
"Mores"  column.  Definitely 
nondigital,  his  whimsical,  flu- 
BSj&tjBt,  id-line  drawings  have  also  ap- 
peared  in  The  New  Yorker, 
Bon  Appetit,  and  the  Boston  Globe. 

Jeffrey  Decoster/Rich  Willis  p.  201 

Printmaker  and  illustrator 
Decoster  works  in  a  variety  of 
media,  including  etching  and 
monotype.  He  lives  in  a  garage 
in  San  Francisco  and  admits  to 
having  a  crush  on  Cokie  Roberts. 

Blair  Drawson/Paul  Romer  p.  43 

Painter  Drawson  illustrates 
books  and  magazines,  and  his 
paintings  have  been  exhibited 
in  Europe  and  Japan.  His 
paintings  appear  in  several 
children's  books. 

Randall  Enos/Scott  McNealy  p.  203 

Enos  has  been  working  in  illustration  for 
forty  years,  and  readers  nationwide  recog- 
nize his  woodcutlike  bold  draw- 
ings. He  created  comics  for 
National  Lampoon  and  Playboy, 
and  illustrations  for  Time, 
Newsweek,  and  many  others. 

Ed  Fotheringham/Tom  Brokaw  p.  229 

The  Seattle  Times  calls  Fotheringham  "ar- 
guably the  most  sought-after  il- 
lustrator in  Seattle."  His  unique 
pen-and-ink  style  is  influenced 
by  Ben  Shahn,  David  Stone 
Martin,  and  Andy  Warhol's 
pre-pop  blotted-ink  drawings. 


Tim  Gabor/Newt  Gingrich  p.  29 

Gabor's  caricatures  have  been  widely  pub- 
lished in  such  magazines  as 
Spy,  Entertainment  Weekly,  and 
Rolling  Stone.  He  works  out  of 
Seattle,  where  he  lives  with  his 
wife  and  two  cats.  He  drives  a 
souped-up  Volvo  PI 800. 

James  Gary/Andrew  Grove  p.  193 

Gary's  illustrations  have  appeared  in  Time, 
The  Atlantic  Monthly,  and 
Business  Week,  among  others. 
His  favorite  color  is  green,  but 
he  admits  to  using  blue  more 
often  these  days. 

Robert  Grossman/Rush  Limbaugh  p.  231 

The  son  of  a  display  artist,  Grossman  has 
worked  as  a  cartoonist,  illustrator,  painter, 
and  sculptor  for  thirty  years. 
He  was  nominated  for  an  Aca- 
demy Award  for  his  animated 
short  called  Jimmy  the  C.  His 
art  has  appeared  on  the  covers 
of  such  publications  as  The  Nation  and  the 
New  York  Observer. 

Brad  Holland/David  Berlinski  p.  146 

Print  magazine  calls  Holland  "the  fiercest 
and  most  independent  politi- 
cal artist  of  our  time."  The  New 
York  Times,  in  nominating  him 
for  a  Pulitzer  Prize,  wrote  that 
his  work  goes  "beyond  the  mo- 
ment to  illuminate  a  general  condition  uni- 
versal in  space  and  time.  The  images  are 
sometimes  brutal,  but  the  feeling  is  almost 
always  compassionate." 

Gary  Hovland/Jeffrey  Eisenach  p.  59 

Former  Pasadena  art  teacher 
Hovland's  fluid  pen-and-ink 
drawings  have  appeared  in 
magazines  and  newspapers 
throughout  the  country. 

Tony  Lane/George  Gilder  p.  274 

Lane  is  an  eclectic,  semi-dyslexic  Jewish, 
Christian,  Buddhist  monk  living  as  a  part- 
time  hermit  in  the  foothills  of 
Oakland,  California.  His  paint- 
ing is  included  in  this  issue 
because  George  Gilder  need- 
ed an  elephant  and  Tony  just  .  * 
happened  to  have  one  rolled  up  in  his  clos- 
et. He  has  run  numerous  art  departments, 
including  those  of  Rolling  Stone,  Elektra/ 
Asylum  Records,  and  Sony  Music/CBS 
Records.  He  is  this  magazine's  art  director. 


Warren  Linn/Robert  Conquest  p.  39 

Linn  says  of  his  illustration,  "I 
work  within  necessities  of  try- 
ing to  span  the  space  between 
art  and  illustration.  I  look  to  art 
history  for  inspiration.  I  con- 
tinue to  learn  clarity  and  directness  from 
children's  art." 

Jim  Ludtke/Cover  &  Section  Introductions 

Animator  and  designer  Ludtke  is  best 
known  for  teaming  up  with 
The  Residents  to  create  the 
disturbing  yet  award-winning  V?2m 
CD-ROMs  Freak  Show  and  ' 
Bad  Day  on  the  Midway.  He 
lives  in  Los  Angeles  with  his  wife,  Sharon, 
and  two  Welsh  terriers. 

John  Mattos/Frederick  Turner  p.  182 

Mattos  is  one  of  the  nation's 
premier  airbrush  artists.  His 
work  has  been  featured  in  The 
Atlantic  Monthly,  Time,  News- 
week, and  New  York  magazine. 

Bill  Mayer/Tom  Peters  p.  238 

Mayer  is  the  airbrush  master  of  the  zany 
monster  and  character.  Clients 
include  Anheuser-Busch, 
Johnson  &  Johnson,  IBM, 
Computerworld,  Conde  Nast 
Traveler,  and  Bantam  Books. 

Jerry  McDonald/Owen  Edwards  p.  114 

McDonald  is  a  painter,  printmaker,  sculp- 
tor, and  former  drag  racer.  His 
style  (and  self)  is  best  described 
as  sophisticated  naif.  He  also 
painted  the  portrait  of  Ann 
Winblad  on  page  187. 

David  McMacken/John  Keegan  p.  36 

McMacken  is  a  versatile,  humorous  painter 
and  illustrator.  He  devotes  a 
good  deal  of  his  creative  ener- 
gies to  the  design  of  weird, 
complex  computer  games.  He 
i  took  time  out  from  that  en- 
deavor to  illustrate  Keegan  for  us. 

Glenn  Mitsui/Federico  Faggin  p.  171 

Mitsui's  real  goal  is  to  "play  point  guard  for 
the  Seattle  SuperSonics,"  but  he  is  "verti- 
cally challenged,  gravity  friendly,  and  near- 
sighted." So  he  is  a  partner  in 
Studio  MD,  a  Seattle-based  dig- 
ital illustration  house.  Clients 
include  Microsoft,  NEC,  Sony, 
and  Discover  magazine. 
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INTERNET 


Visit  the  Internet  site  of  the  following  companies  whose 
advertisements  appear  in  this  FORBES  ASAP. 


3COM 

http://www.3com.com 

Acer  America  Corporation 

http://www.aac.com/aac/ 

American  Airlines 
AAccess  via  the  Web 

http://www.americanair.com 

Anixter,  Inc. 

http://www.anixter.com 

AOL  PrimeHost 

http://www.PrimeHost.com 

Arizona  Department  of  Commerce 

http://www.state.az.us/commerce 

AST  Research,  Inc. 

http://www.ast.com 

Bavarian  Ministry  of  Economics 

http:/ /www.bayern.de 

BDM  International,  Inc. 

http://www.bdm.com 

Cadence  Design  Systems 

http://www.cadence.com 

Chromatic  Research 

http://www.mpact.com 

Compuware 

http://www.compuware.com 

COMSAT  Mobile  Communications 

http://www.comsat.com 

Daly  &  Wolcott 

http://www.dalywolcott.com 


Dreyfus  Service  Corporation 

http://www.dreyfus.com/funds 

E  TRADE  Securities 

http://www.etrade.com 

Fleet  Bank 

http://www.fleet.com 

Hensley  Segal  Rentschler 

http://www.hsr.com 

Intel 

http://www.intel.com 

J.D.  Edwards  &  Company 

http://www.jdedwards.com 

Kingston  Technology 

http://www.kingston.com 

LSI  Logic 

http://www.lsilogic.com 
Maxis 

http://www.maxis.com 

MicroAge  Infosystems  Services 

http://www.microage.com 

Montgomery  Asset  Management 

http://www.xperts.montgomery.eom/l 

NEC  America,  Corporate  Networks  Group 

http://www.nec.com 

NorTel 

http://www.nortel.com 

Olde  Discount  Stockbrokers 

http:/ /www.oldediscount.com 

PeopleSoft 

http:/ /www.peoplesoft.com 


Planet  1  by  COMSAT  Personal 
Communications 

http://www.comsat.com 

PSINet 

http://www.psi.com 
Qualcomm 

http://www.qualcomm.com/cdma/ 

SAP  America,  Inc. 

http://www.sap.com 

Sharp  Electronics  Corporation 

http://www.sharp-usa.com/ products/ 
notebook/nbsplash.html 

Source,  Inc. 

http://www.source.com 

Sun  Microsystems 

http://www.sun.com 

Tandy  Corporation 

http://www.tandy.com 

TDK  Systems,  Inc. 

http://www.tdksystems.com 

Texas  Instruments  DSP  Solutions 
(Semiconductor) 

http://www.ti.com 

Toshiba  America,  Inc. 

http://www.toshiba.com 

University  of  Phoenix  Online  Campus 

http://www.uophx.edu/online 

UUNET  Technologies 

http://www.uu.net 

Wynd  Communications  Corporation 

http://www.wynd.com  or  info@wynd.net 


THE  ARTISTS 


A!ex  Murawski/Simon  Schama  p.  54 

Murawski  has  been  illustrating  for  more 
than  twenty-five  years,  employing  a  flat- 
color/line-drawing  style.  Clients 
include  Anheuser-Busch,  Es- 
quire, the  Illinois  State  Lottery, 
Texas  Monthly,  McDonald's, 
and  Kentucky  Fried  Chicken. 

Hank  Osuna/Patrick  McGovern  p.  197 

Osuna  is  a  former  painter  who  worked  on 
illustration  board.  In  1990,  he 


\   converted  to  digital  art,  em- 


jgfr-       ploying  Adobe  Illustrator.  He 
■■^  also  likes  to  juggle  while  waiting 
HH  for  his  computer  to  render  im- 
ages, and  he  collects  old  slide  rules. 

Everett  Peck/Joe  Queenan  p.  125 

Peck  has  been  amusing  the  populace  with 
his  humorous  characters  for 
decades.  He  is  the  creator  of 
the  animated  TV  series  Duck- 
man  and  the  popular  panel 
comic  strip  Modern  Living.  He 
worked  as  artist  and  design  consultant  on 
the  animated  series  Jumanji. 

Alain  Pilon/Camille  Paglia  p.  122 
Collage  artist  Pilon  uses  acrylics  and 
material  from  old  magazines  to  create 
H  SBH  his  provocative  pieces.  He  has 
tf*-M  worked  for  clients  ranging  from 
^^H£fl  the  Montreal  Symphony 

I  chestra  and  Absolut  Vodka  to 
^^HHl   The  New  Yorker  and  Spin. 

Robert  Risko/Bill  Gates  p.  164 
Tom  Wolfe  p.  210 

Risko  is  among  the  nation's  best  airbrush 
caricaturists.  He  began  drawing  faces  as  a 
child,  when  he  realized  he 
could  capture  a  face  with  just 
a  few  telling  lines.  Those  lines 
now  speak  louder  than  ever. 
His  bold  designs,  in  publica-  8 
tions  such  as  Vanity  Fair  and  Rolling  Stone, 
have  reinvented  our  view  of  celebrities. 

Ward  Schumaker/Michael  Hammer  p.  260 

Schumaker  is  known  for  his  line  drawings 
|  with  multiple  color  overlays. 
For  this  assignment  he  added 
color  using  Adobe  Photoshop 
instead.  He  lives  in  San  Fran- 
cisco with  his  cranky  twenty- 
two-year-old  cat,  Sly. 

Brooke  Scudder/Roger  McNamee  p.  235 

Scudder  uses  pen,  ink,  and  dyes  to  create 


-her  whimsical  drawings.  Her 
work  has  appeared  in  cook-     .  I 
books,  children's  books,  and  $ 
magazines.  She  has  also  de-  £/ 
signed  the  interiors  and  iden-  _  * —  J 
tities  of  three  restaurants. 

Rick  Sealock/Jeremy  Rifkin  p.  64 

Sealock  is  best  known  for  his 
wild  and  crazy  mixed-media 
drawings.  This  zany  guy  says  he 
also  likes  cows — big  ones,  small 
ones,  red  ones,  and  black-and- 
white  ones. 

Owen  Smith/AI  Goldstein  p.  104 

Smith's  painting  captures  the  seedy,  seamy 
side  of  life.  His  style  is  influenced  by 
Depression-era  art  and  the  pulp  magazines 
of  the  thirties  and  forties.  His  ^ 
work  has  appeared  in  such  pub- 

York   Times  Magazine,  and 
Rolling  Stone.  Three  recent  New 
Yorker  fiction  issues  have  featured  Smith's 
paintings  on  the  cover. 

Greg  Spalenka/Robert  D.  Kaplan  p.  51 

Spalenka  is  known  for  his  dark,  evocative, 
moody  pieces,  created  by  mixing  collage 
with  painting.  His  art  has  ap- 
peared in  Time,  Newsweek, 
Sports  Illustrated,  Business 
Week,  and  other  publications. 
His  portrait  of  Kaplan  is  one  of 
his  first  digital  images. 

Victor  Stabin/Bill  McKibben  p.  107 

Mixed-media  artist  (oil,  airbrush,  and  dig- 
ital) Stabin's  varied  career  has 
included  illustration  for 
dozens  of  business  and  edito- 
rial clients  such  as  Nabisco, 
Bumble  Bee,  Popular  Science, 
and  the  New  York  Times. 

James  Steinberg/Paul  Johnson  p.  41 

A  painter  reflecting  outsider  art  influences, 
Steinberg  has  worked  on  a  wide 
variety  of  illustration  assign- 
ments, including  covers  of  James 
M.  Cain  mysteries,  CD  covers, 
and  corporate  annual  reports. 

Gordon  Studer/Dennis  Muren  p.  189 

Studer  is  a  versatile  digital  artist 
who  uses  Adobe  Photoshop.  He 
was  introduced  to  computer- 
aided  art  and  design  while 
working  at  the  San  Francisco 


opment. 


Examiner.  His  client  list  includes  AT&T, 
Microsoft,  IBM,  Newsweek,  Time,  and  just 
about  every  computer  magazine  on  the 
planet. 

Heidi  Taillefer/Richard  Leakey  p.  179 

Artist  Taillefer  says  her  acrylic  paintings 
are  "a  mosaic  of  modern  ele- 
ments that  depict  reality 
through  the  lens  of  a  world  in- 
creasingly overwrought  by 
unbridled  technological  devel- 
She  focuses  on  technology's 
"beauty  and  wonder"  as  well  as  its  "chill- 
ing advancement." 

Mark  Ulriksen/Ralph  Nader  p.  48 

Ulriksen  works  as  both  a  fine-art  painter  and 
as  an  illustrator.  His  work  ap- 
pears in  publications  such  as 
The  Atlantic  Monthly,  Newsweek, 
Rolling  Stone,  the  Washington 
Post,  and  The  New  Yorker. 

Andrea  Ventura/Bill  Gates  p.  166 

Born  into  an  artistic  family  in 
>  (fef,  Milan  (his  father  and  brother 
are  both  illustrators),  Ventura 
paints  in  a  bold  and  ex- 
pressionistic  style. 

Mark  Von  Ulrich/Nicholas  Negroponte  p.  1 74 

Von  Ulrich  feels  his  illustration  technique 
"is  more  about  drawing  and 
communication  and  less  about 
the  media  of  pixels."  He  lay- 
ers unusual  combinations  of     jt  A 

images  and  textures  to  pro-     ^  JT/U 

duce  fun,  energetic  images.  He  has  worked 
for  Sports  Illustrated  and  CFO  magazine, 
among  others. 

Sam  Ward/Rick  Segal  p.  224 

Illustrator  Ward  grew  up  as 
the  son  of  an  artist  and  devel- 
oped his  talents  at  an  early  age. 
His  clients  include  AT&T, 
NASA,  and  Nickelodeon. 

Michael  Witte/Rosabeth  Moss  Kanter  p.  247 

Witte's  whimsical  pen-and-ink/color-wash 
drawings  have  graced  the  pages  of  almost 
every  issue  of  this  magazine.  He  illustrated 
our  cover  story  in  October  with  devastat- 
ing images  of  surviving  in  the  corporate 
jungle.  Witte's  delightful  work  . 
has  also  appeared  in  Time,  The  "  ™ 
New  Yorker,  Rolling  Stone,  > 
The  Atlantic  Monthly,  and  * 
Discover  magazine.  .tbk,  A  s  ' 
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GET  LEADERSHIP  PERSPECTIVE 
ON  COMMUNICATIONS  CHANGE 
AND  BUSINESS  ADVANTAGE 


Conducting  business  on  the  Internet...  building  corporate  intranets...  making  telecommunications 
deregulation  work  to  your  advantage  -  these  are  the  big  challenges  facing  executives  leading 
business  into  the  21st  century. 

ComNet  '97  is  the  big  event  with  the  big  picture  on  communications  change.  Six  keynote 
addresses  provide  long-range  views  of  industry  trends.  Dozens  of  conference  sessions  answer 
your  most  pressing  management  questions.  Thousands  of  leading-edge  products  fill  the  show  floor. 


Steve  Forbes 


Frank  Ingari 


r.  David  Naeel 


>hn  Chambers 


Steve  Forbes  will  share  his  thoughts  on  opportunities  for  growth  in  the  competitive  communica- 
tions industry.  Economic  prognosticator  and  former  presidential  candidate,  Forbes  is  bound  to 
have  strong  views  on  the  impact  of  deregulation  and  what  it  means  for  entrepreneurs  and 
established  businesses  alike.  February  4  is  the  day  -  don't  miss  it! 

Hear  the  most  influential  and  respected  leaders  of  the  communications  industry  discuss  current 
trends  and  predict  future  developments  including,  Frank  Ingari,  Chairman,  CEO  &  President, 
Shiva  Corporation;  David  Nagel,  President,  AT&T  Laboratories;  John  Chambers,  President  & 
CEO,  Cisco  Systems;  and  Tim  Berners-Lee,  Director,  W3  Consortium,  MIT. 


Thanks  to  the  1996  Telecommunications  Reform  Act,  the  communications  landscape  will 
change  dramatically  in  the  coming  years.  Don't  be  caught  off  guard!  The  ComNet  '97  Conference 
interprets  the  fine  print  of  this  landmark  legislation  and  explores  the  opportunities  and  pitfalls 
it  creates,  including  marketplace  convergence,  spectrum  availability,  regulating  the  Internet, 
and  telecom  pricing. 

Discover  how  intranets  are  speeding  business  processes  and  enabling  communications  and 
collaboration.  Success  stories  from  the  trenches  show  you  how  it's  done!  Then,  stroll  through 
the  Intranet  Village  on  the  ComNet  show  floor,  featuring  all  the  great  products  that  are  making 
intranets  a  reality. 

Register  for  the  ComNet  '97  conference  today 
and  create  your  own  agenda  from  nine  different 
tracks.  Or,  attend  the  exhibits  and  keynotes  only. 
Either  option  keeps  you  attuned  to  change, 
informed  on  vital  communications  issues, 
and  poised  to  capitalize  on  business  trends. 


CftMNET 


m  Berners-Lee 

For  a  complete  brochure  and  to 
nd  out  how  you  can  pre-register 
ow  and  save,  call  800-545-EXPO 

See  ComNet  on  the  WWW: 
http://www.mha.com/comnet/ 

SPONSORED  BY 


.......  —  C^y, 

MworkWorld      laMUNicffnoNsWEEK  Forbes 

MPUTERWORLD  washingtonpost.c  m     "\  ^  1 


Exhibits:  February  4-6,  1997 
Conference:  February  3-6,  1997 
Washington,  D.C.  Convention  Center 
Renaissance  Hotel  •  Grand  Hyatt 


I  want  more  information  on  ComNet  '97 

I  am  interested  in:       Attending      J  Exhibiting 

Name   


Company 
Address  


City/State/Zip_ 
Phone  


Fax 


email  

Mail  to:  MHA  Event  Management,  1400  Providence  Highway, 
RO.  Box  9127,  Norwood,  MA  02062  Or  Fax  to:  61  7-440-0357 
THIS  IS  NOT  A  REGISTRATION  FORM 


■T3ti 

mi 


|  A  M  E  R  I  C  A  N  HERITAG 

Unique/  Selections for  gift  giving from  tk&  Editors  of 

America^/  Heritage, 

i       Audio  &  Video  Selections 


VOICES  FROM  THE  FRONT 


THE  ALAMO 


Thoco  arts  nnt  momnirc  in  hinHcinht  hi  it  tho  \\ir\rrii  fho  \/io»A/r»nintc  anH  thn  omntinnc  r\f  crvlrliorc 


AmericanHeritage 


American    Jane  • 

OICES  FROM  THE  FROM 


CIVIL  WAR 


The  Battle  of  Bull  Run 
j  Blockade-Runners 


AmertcwHwItaw 

VOICES  FROM  THE  FRONT 


Lafayette  Escadrille 
The  Battle  of  Belleau  Wot 


lAIAMOl 


TtlClllvrOHY  UlANNKI 


rh«  i>niy  Software  Vow  Kldh  Will 
storv! 


inH«f»li»{r 


AmericanHeritage 


LINCOLN 

Here  is  an  incisive  exploration  of  the  life  and  times  of  one  of  America's  most  re 
Presidents.  The  CD-ROM  features  a  time-line  of  Abraham  Lincoln's  life  enhanc 
period  photographs,  paintings,  and  music,  as  well  as  dramatic  voice-over  narr 
a  forum  in  which  four  of  the  country's  leading  Lincoln  scholars  discuss  the  se 
issues  of  the  period  in  exclusive  video  interviews;  an  interactive  history  of  the  L 
States  during  Lincoln's  life;  and  a  library  of  Lincoln's  original  writings. 
PC,  $39.95.  C4.    Macintosh,  $39.95.  C5 

HISTORY  OF  THE  UNITED  STATES  FOR  YOUNG  PEOPLE 

The  definitive  CD-ROM  for  kids  of  all  ages.  This  is  the  ultimate  American  h 
reference.  Kids  can  navigate  through  a  time-travel  capsule  to  discover  the  pi 
issues,  and  events  that  shaped  our  country.  Includes  an  interactive  time-line 
prehistory  to  the  present;  biographies  of  the  American  presidents;  a  searchable  I 
with  Report  Maker;  an  overview  of  arts  and  entertainment  media;  and  3D  v 
reality  walk-throughs  of  American  homes  from  the  seventeenth  century  to  today 
PC,  $39.95.  C6.    Macintosh,  $39.95.  C7 

THE  CIVIL  WAR 

Complete  with  a  multimedia  time-line,  battle  re-enactments,  and  a  full-blown  st 
game,  this  two-disc  CD-ROM  includes  "a  wealth  of  text,  illustrations,  photographs, 

artifacts,  music,  and  live  video  Along  the  way  you  hear  the  shuffle  of  feet  ar 

explosion  of  gunfire  as  soldiers  give  firsthand  accounts  of  the  marches  and  batt 
Playing  this  is  something  like  wandering  through  a  museum  combined  with 
action  experience  of  a  movie.  With  its  broad  array  of  elements  it  suggests  wi 
complexity  and  immensity  of  our  nation's  defining  conflict." — Steve  Forbes,  FORE 
must-buy  for  history  buffs  who  want  to  build  on  their  knowledge." — The  New  Yor 
PC,  $54.95.  C8 


O  L  I  D  A  Y  COLLECTION 


james  m.  Mcpherson 


M.McPherson,  today's  premier  Civil  War  historian, 
iched  Bruce  Catton's  unsurpassed  narrative 
with  an  extensive  array  of  archival  material 
Tom  across  the  nation  and  abroad.  The  result  is 
aordinarily  rich  and  dramatic  re-creation  of  the 
ars  of  the  war,  which  reflects  the  state  of  the  art 
larship.AII-new  sidebars  and  contemporary 
ents  tell  the  story  of  the  war  in  the  voices  of 
vho  experienced  it.  Completely  redesigned, the 
ntains  more  than  800  photographs,  sketches, 
gnificent  paintings  with  explanatory  captions, 
eveloped  three-dimensional  maps  illuminate 
's  battles  and  campaigns  with  painstaking 
y.  An  enduring  masterpiece,  it  will  make  a 
s  gift  for  the  holidays  and  beyond, 
es.  $50.00.  C9 


What  do  Bill  Gates,  Henry  Ford,  J.  P.  Morgan, 
Mary  Kay  Ash,  and  Walt  Disney  have  in 
common?  Uncompromising  vision,  a 
willingness  to  take  risks,  and  exceptional 
business  acumen.  You'll  meet  the  fascinating 
personalities  behind  some  of  the  best-known 
name  brands  in  history,  including  McDonald's, 
Harley-Davidson,  RCA,  Merrill  Lynch,  Xerox, 
Wal-Mart,  and  Standard  Oil.  Covering  a  range 
of  industries  from  the  1 8th  century  up  to 
the  present,  these  twenty  chapters  celebrate 
larger-than-life  ambition,  inspired  leadership, 
wheeling  and  dealing,  and  hard  work. 
288  pages,  b&w  illustrations.  $24.95.  C10 


Al  Capone,  Abraham  Lincoln,  Yogi  Berra, 
Ronald  Reagan — these  and  other  Americans 
from  all  walks  of  life  reflect  our  national 
experience  with  heroism,  humor,  virtue,  and 
villainy.  Here  are  more  than  5,000  quotations 
on  over  500  topics.  Features  include 
chronological  arrangement  of  quotations 
with  each  topic,  allowing  readers  to  trace  the 
progress  of  key  historical  events  while  also 
seeing  how  Americans' views  have  developed 
overtime.  Fully  cross-referenced  and  with 
author  and  key-word  indexes,  the  book  is  a 
treasure  for  every  home  library  and  an  ideal 
gift  for  students,  writers,  speakers,  history 
buffs,  and  the  incurably  curious. 
672  pages.  $29.95.  C11 


must  be  prepaid  with  a 
loney  order  or  you  may 
your  VISA,  MasterCard, 
lard.  Shipping  is  $3.50 
(in  the  U.S.)  regardless 
quantity.  Handling  is 
item.  Outside  the  U.S., 
Jd  the  necessary  ship- 
handling  charges.  To 
ft,  include  recipient's 
address. 

urns  to  the  address 
on  your  packing  slip, 
ihe  slip  and  a  note  of 
ion.  We  cannot  send 
L  videos,  or  audios  for 
land  cannot  accept 
;  f  these  items  unless 
efective. 


through  March  1, 1997- 
vailability. 


TO  ORDER  BY  PHONE,  CALL  TOLL-FREE   1  -800-876-6556 

Be  sure  to  include  your  phone  number  on  the  order  form. 
Detach  and  mail  to: 

American  Heritage 

P.O.  Box  1 0934,  Des  Moines,  Iowa  50350-0934 

Check  or  money  order  payable  to  American  Heritage 
Charge  my:  Visa   MasterCard    Amex   

□□□□□□□□□□□□□□□□ 

Exp.  Date: 

□  □□□  Signature:  

Name   


F96 


Code 

Title 

Qty. 

Price 

Total 

C1 

Voices  From  the  Front:  Civil  War,  Audio  $39.95 

C2 

Voices  From  the  Front:  WWI,  Audio  $39.95 

C3 

The  Alamo,  Video  $29.95 

C4 

Lincoln,  CD-ROM,  PC  $39.95 

C5 

Lincoln  CD-ROM,  Macintosh  $39.95 

C6 

History  of  the  U.S.,  CD-ROM,  PC  $39.95 

C7 

History  of  the  U.S.,  CD-ROM,  Macintosh  $39  95 

C8 

The  Civil  War,  CD-ROM,  PC  $54.95 

C9 

AH  New  History  of  the  Civil  War,  $50.00 

C  1  0 

Forbes:  Greatest  Business  Stories,  $24.95* 

CI  1 

AH  Dictionary  of  American  Quotations,  $29.95 

Address 


City 


State  _ 
Phone 


Zip. 


*  Available  in  November 


Payment  Must 
Accompany  Order. 


Total  Order  Amount 
Shipping  charge:  $3.50 

Handling  *  items   x  SI  .00 

NY  State  residents  add  sales  tax 
Total  payment 


THE      BIG  ISSUE 

ASAFS 

WHERE  DO  WE  GO  FROM  HERE? 

VIEWS 


tMs  the  FOUR  years  since  its  founding,  Forbes  ASAP  has  be- 
I  come  the  premier  magazine  of  the  electronics  revolution. 
J  In  the  words  of  Alvin  Toffler  in  testimony  before  Con- 
I  gress,  Forbes  ASAP  is  a  better  source  for  "what's  hap- 

Wm  pening  in  the  information  age"  than  any  leading  economic 

journal.  We  think  that  goes  for  mainstream  journals,  too. 
Forbes  ASAP's  aim  is  to  always  be  the  first  to  spot  the  latest 

twists  and  turns  of  the  infor- 
mation revolution — and  to 

be  unafraid  to  address  the 

big  issues  raised  by  them.  In 

the  process,  we  sometimes 

change  the  world — or  at  least 

the  way  we  think  about  it. 
One  of  our  stories,  by 

contributing  editor  George 

Gilder,  run  in  August  1995, 

deservedly  made  Netscape 

the  most  famous  new  com- 
pany in  America.  But  the 

other  half  of  Gilder's  story 

may  hold  even  longer-term 

clues  about  the  digital  future. 

That  was  Gilder's  early  iden- 
tification of  Sun  Microsys- 

tems's  Java  programming 

language  as  the  linchpin  to 

the  next  wave  in  computing. 

The  opinion  of  others,  from 

Silicon  Valley  to  Wall  Street, 

soon  followed:  In  the  months 

following   Gilder's  story, 

Sun's  share  price  doubled, 

then  doubled  again,  on  the 

promise  of  Java.  And  now 

we  see  evidence  that  large  corporate  buyers  are  beginning  to 

rally  around  the  idea  of  a  slimmer  and  cheaper  network 

computer. 

Java  and  Netscape  might  be  a  slam  dunk,  except  for  one 
very  tall  hurdle — Microsoft's  Bill  Gates.  By  now,  everybody 
realizes,  or  should,  that  Gates  is  far  more  than  a  technically 
gifted  entrepreneur.  He  probably  is  the  best  business  mind 
the  digital  age  has  produced.  Witness  last  year's  lightning-fast 
turn  to  the  Internet  and  this  year's  hedge  play  to  incorpo- 
rate Ja^a  as  a  Microsoft  core  competency.  Forbes  ASAP  readers 


have  known  of  Gates's  business  prowess  for  a  while.  Back  in 
1993,  ASAP  was  invited  to  spend  a  week  on  the  road  with  Gates 
during  his  five-city  tour  to  promote  the  latest  version  of  Office, 
the  software  suite  that  provides  nearly  50  percent  of  Microsoft's 
revenues.  No  other  publication  had  spent  as  much  time  with 
the  digital  age's  most  powerful  person — and  no  other  publi- 
cation has  since.  ASAP  readers  got  an  unprecedented  inside 

look  at  how  Gates  gets  the 
job  done. 

Another  ASAP  story,  run 
in  June  of  this  year,  stunned 
the  industry  (and  law  en- 
forcement) with  its  portrayal 
of  the  real  threat  from  a  ter- 
rifying new  generation  of 
hackers.  And  yet  a  third,  by 
contributing  editor  Michael 
S.  Malone,  showed  how  the 
microprocessor,  invented  by 
Intel  in  1971 — only  twenty- 


five 


years  ago! — was 


the 


culmination  of  generations 
of  intellectual  thought  in 
physics,  mathematics,  and 
even  philosophy. 

Now  with  this,  its  first  an- 
nual Big  Issue,  Forbes  ASAP 
has  taken  the  conversation  to 
an  even  higher  level.  The 
technology  revolution  has 
now  spread  outward  to  in- 
clude us  all.  We  are  all  part  of 
this  conversation  whether  we 
like  it  or  not — and  most  of  us 
do,  although  a  sizable  mi- 
nority feels  left  out,  which  should  concern  us  all.  To  this  con- 
versation each  of  us  brings  our  expertise,  our  opinions,  and  our 
dreams.  It  is  time  to  find  a  common  ground  for  the  best  among 
us  to  share  those  thoughts.  ASAP  intends  to  be  that  place. 

Look  for  Forbes  ASAP  in  the  months  and  years  to  come 
to  provide  you,  if  not  always  with  the  answers,  then  at  least 
the  questions  that  will  define  our  future.  ■ 

Share  your  thoughts!  Send  email  to  editor@forbesasap.com.  Fax  us  at  415-657-1987. 
Or  write  us  a  letter  and  strap  it  to  the  back  of  a  snail,  directing  the  poor  gastropod 
to  Forbes  ASAP,  1  Lagoon  Drive,  Suite  250,  Redwood  City,  CA  94065. 
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ideas, 
ideas, 
ideas. 

get  'em  while  they're  hot. 

For  Sale: 

Bell  Labs  innovations. 
(  a.k.a. 

communications 

breakthroughs 

that  provide  competitive 

advantage  ) 

Contact  Lucent  Technologies. 


Lucent  Technologies 

Bell  labs  Innovations 

600  Mountain  Avenue 
Mn^aymim  07974  -0636 

1-888-4-Lucent 


le  make  the  things  that  make  communications  work.' 


<t>l996  Lucent  Technologies 


COMPUTING  WI 


THOUT  LIMIT 


Kingston  Portable  Memory. 
Unless  You  Want  To  Bring  Those 
Tech  Support  Guys  With  You. 


OKtk    Find  yourself  working  in  faraway  places?  Then 
l»w|pf   you'd  better  be  sure  the  memory  in 

MHBs?   your  laptop  is  reliable.  That's  why 
you  need  Kingston*  As  the  world's  leading 
independent  manufacturer  of  memory,  we 
make  customized  memory  for  just  about  every 
laptop  out  there,  including:  Toshiba,"  Compaq,"  IBM* 
NEC,"  and  many  more.  Our  engineers  use  the  same  components 
and  specifications  that  the  PC  manufacturers  use.  And  every 


module  is  tested  in  the  same  system  in  which  it 
used — so    reliability   and  compatibil 
assured.  Of  course,  Kingston  always 
with  a  lifetime  guarantee.  Despite  it 
ordinary  quality,  our  memory  costs  up 
less  than  the  system  manufacturers'  bra 
for  superior  memory  at  an  irresistible  price,  call  Ki 
(800)  337-7028.  Because"  sometimes 
tech  support  isn't  just  down  the  hall. 


IIt  e  c  hJu  o 


For  more  information  c  all  us  at   (800)  3  3  7-702  8 


Visit  our  Web  site:  http:llwwuj.kingston.com/fo 


Kingston  Technology  Company.  I  7600  Newhope  Street.  Fountain  Valley.  CA  92708  USA,  (714)  41') -2600,  Fax  (714)  41V2699  ©  1996  Kingston  Technology  Company  All  rights  reserved  Kingston  IS  a  regisrered  tr. 
and  Compuring  Without  Limits  is  a  trademark  of  Kingsron  Technology  Company  All  other  Trademarks  and  registered  trademarks  are  the  property  of  their  respective  owners. 
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Another  time,  another  face.  j 
Reverso  Duo.  1 


Reverso.  Avant- 
garde  since  1931. 

Reverso  Duo  -  the 
double  pleasure  of 
owning  two  watches 
in  one.  Simply 
revolve  the  case, 
and  a  new  watch 
keeps  track  of  your 
time.  two  back- 
to-back  dials.  two 
time-zones.  powered 
by  a  single,  manually 
wound  movement, 
look  forward  to  the 
time  ahead.  or  turn 
again  to  the  time 
of  your  thoughts, 
a  watch  as  versatile 
as  you  are,  invented 
and  individually 
hand-crafted  by  the 
master- watchmakers 
of  jaecer-lecoultre 
in  the  authentic  art 
deco  style  ofthe 
legendary  reverso. 


■;  M(.BI  £  ^  ^  .~y  DAY 


The  Reverso  Duo's 
case  swivels  to 
reveal  another 
watch.  where  a 
24-hour  hand  tells 
the  global  traveler 
whether  it's  a.m. 
or  p.m.  in  the  second 
time-zone. 


«Jaeger-leCoultre» 


JAEGER-LECOULTRE'S  WATCHMAKING  MASTERPIECES  AND  THEIR  HISTORY  ARE  REVEALED 
IN  THE  COMPANY'S  200-PAGE  LUXURY  CATALOG.  FOR  A  FREE  COPY,  CONTACT:  JAEGER-LECOULTRE, 
P.O.  BOX  160 8.  WINCHESTER,  VA  22604.  TELEPHONE:  (800)  JLC-TlME. 


On  the  Cover 

228  The  grand  scheme 
to  save  Apple 

Apple  Computer  is  poised 
to  sell  a  radically  new 
operating  system,  proba- 
bly better  than  anything 
you've  used  before.  Are 
you  ready  to  toss  out  your 
old  stuff  and  begin  again? 
By  Nikhil  Hutheesing 

236  Nice  guys 
finish  first 

With  the  sports  pages 
stained  by  scandal, 
the  public  is  hungry 
for  Mr.  and  Ms.  Clean. 

By  Randall  Lane 

244  The  world's  40 
top-earning  athletes 

No  strikes,  big  fights, 
burgeoning  TV  rights — 
all  add  up  to  a  half- 
billion-dollar  haul. 

By  Randall  Lane 
and  Peter  Spiegel 

260  The  Hula  Hoop 
network? 

Here  comes  the  explosion 
in  cable  sports  program- 
ming. Look  for  the 
inevitable  shakeout. 

By  Peter  Newcomb 

COVER  PH0T0ILLUSTRATI0N 
BY  PHILIP  SALTONSTALL 


264  The  Magic 
and  the  money 

Basketball  has  been 
good  to  Magic  Johnson. 
Now  he's  an  investor. 

By  Robert  La  Franco 

Management, 

Strategies, 

Trends 

42  U.S.  Filter 

Richard  Heckmann  could 
sell  ice  to  Eskimos. 
Look  how  he  sells 
water  to  investors. 

By  Bernard  Condon 

43  Open — a  little 

In  an  age  of  open  systems, 
Mike  Bloomberg  only 
reluctantly  separates  his 
data  from  his  terminals. 

By  Zina  Moukheiber 

45  McDonnell  Douglas 

The  company  looks  to  be 
headed  for  liquidation 
unless  it  finds  a  partner. 
By  Howard  Banks 

52  Crown  Books 

Cappuccino  and  30%  off 
or  no  cappuccino 
and  40%  off.  Crown 
Books  offers  the  latter. 

By  Zina  Moukheiber 


43  Bloomberg 

"I  have  no  need 
for  an  open  system." 


58  E-sex 

Censorship  never  hurt 
Larry  Flynt's  Hustler 
or  Bob  Guccione's 
Penthouse,  but  the 
Internet  sure  has. 
By  Seth  Lubove 

86  Electronic  Data 
Systems 

An  independent  company 
again,  EDS  is  having 
a  so-so  year.  A  pause  that 
refreshes,  says  EDS. 
By  Christopher  Palmeri 

96  Cosmetics 

Revlon  and  Estee  Lauder, 
the  biggest  names  in  the 
cosmetics  business,  pursue 
very  different  strategies. 
By  Howard  Rudnitsky 
and  Julie  Androshick 

112  California  dreams 

Tight  budgets  and  simple 
ideas  made  Dick  Clark 
a  show  business  prodigy. 

By  Lisa  Gubernick 

132  Up  &  Comers 
Granny  Goose 

Keith  Kim  wants  to  be 
a  potato  chip  king.  Guess 
who  put  up  the  money. 

By  Damon  Darlin 


58  E-sex 

What  would  I  like  to  sec 
on  my  computer?  Girls! 


138  Up  &  Comers 
Woodroast  Systems 

Shelly  Jacobs  knows 

his  Cuban  cigars. 

But  can  he  run  a  business? 

By  Janet  Novack 

146  Starting  Tour 
Own  Business 
CenterView  Software 

Mark  Douglas  has  come 
far  in  33  years,  but  he 
thinks  he's  just  starting. 

By  Scott  Woolley 

236  Nice  guys 

Clean  is  cool. 
Clean  is  also 
lucrative. 


188  Enviro-capitalism 

Fossil  Rim's  moneymaker  is  still 
its  drive-through  tour. 


276  Sports  cars 

Do  we  have 
a  deal  for  you! 
By  Howard  Banks 

284  Numbers  Game 
Pie  in  the  sky 

Why  does  Chesapeake 
Energy  trade  at  over  four 
times  its  asset  value? 
By  Gretchen  Morgenson 

290  Faces  Behind 
The  Figures 

Earl  Hesterberg,  Nissan 
Europe;  William  Burke, 
TBS  Superstation. 

292  Marketing 
Brands  with  feeling 

Used  to  be  the  brand 
identified  the  product. 
In  today's  advertising  the 
brand  is  the  product. 

By  Joshua  Levine 

294  Marketing 
Luv  for  sale 

Hold  on  to  your  wallets, 
here  comes  the  next  big 
sales  push:  music 
compilation  albums. 

By  Daniel  Roth 


International 

78  Moscow  cowboys 

Dangerous — yet  tempt- 
ingly lucrative — Moscow 
is  a  magnet  to  young 
American  entrepreneurs. 

By  Paul  Klebnikov 

90  In  the  dark 

How  to  avoid  internation- 
al funds  that  own  stocks 
tarred  by  scandal. 

By  Gretchen  Morgenson 

103  Two  European 
M.B.A.  programs 

One  is  for  the  serious 
scholar,  the  other  for  the 
student  who  wants  some 
partying  with  his  learning. 

By  Gary  Deutsch 

179  Late  by  a  century? 

The  House  of  Rothschild 
has  never  been  much  of  a 
player  in  North  America. 
But  it's  trying  again. 
By  Graham  Button 

303  The  Ramos 
bull  market 

Foreign  investors 
are  now  flocking 
to  the  Philippines. 

By  Justin  Doebele 


Money  & 
Investments 

348  The  Money  Men 
The  Wild  East 

Wall  Street  looks  pretty 
tame  compared  with 
Sawinskaya  Avenue 
in  Moscow. 
By  Paul  Klebnikov 
and  Caroline  Waxier 

352  The  Funds 
Can  you  get  past 
the  bouncer? 

DFA  sells  a  very  useful 
mix  of  targeted  index 
funds.  Unfortunately,  it's 
a  hassle  to  buy  them. 

By  Thomas  Easton 

356  Statistical  Spotlight 
The  outlook  for  next  year 

If  security  analysts  are 
correct,  1997  should  be 
another  good  year 
for  corporate  earnings. 
We  highlight 
noteworthy  trends. 

383  The  Forbes/Barra 
Wall  Street  Review 

384  World  Markets 
Review 


308  The  man  who 
brought  Wall  Street 
to  Sao  Paulo 

If  you  want  to  do  business 
in  booming  Brazil,  meet 
Jorge  Paulo  Lemann. 

By  Kerry  A.  Dolan 


386  Streetwalker 

India  Investment  Fund; 
Whirlpool;  Cellular 
Technical  Services; 
FelCor  Suite  Hotels 
and  Oasis  Residential. 

Columnists 

71  The  Global  Economy 

James  D.  Zirin 

94  Science  &  Society 

Russell  Seitz 

118  In  The  Classroom 

Diane  Ravitch 

150  Observations 

Thomas  Sowell 

282  Back  Seat  Driver 

Jerry  Flint 

389  Fixed  Income 
Strategy 

David  P.  Goldman 

390  The  Contrarian 

David  Dreman 

392  Wall  Street  Irregular 

Mark  Hulbert 

393  Stock  Trends 
R.S.  Salomon  Jr. 

394  Point  Of  View 
Steve  H.  Hanke 

400  Talking  Head 
Susan  Lee 


312  Getting  China 
on  the  right  track 

By  training  more  people  in 
free  enterprise  economics, 
Robert  Mundell  hopes  to 
have  a  positive  influence 
on  China's  development. 
By  Kate  Bohner 
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179  Rothschild 

Grandpa  didn't 
know  best. 


196  Mandarin  Bill 

Has  he  got  a 
Mandate  for  you! 


Law  &  Issues 

47  The  "Glass  Floor" 

Are  women  richer 

than  men? 

By  Peter  Brimelow 

74  On  The  Docket 
Where  there's  smoke, 
there's  lawyers 

What's  behind  those 
state  lawsuits  against  the 
tobacco  industry?  You 
guessed  it.  Trial  lawyers. 

By  Susan  Adams 

123  Trojan  Horse 
money 

Foundations  are  imposing 
their  private  agendas 
on  states — with  thinly 
disguised  bribery. 
By  Brigid  McMenamin 

188  Environmental 
entrepreneurs 

Dealing  with  environ- 
mental problems  doesn't 
always  require  setting  up  a 
police  force  and  soaking 
the  taxpayer.  Here  are  two 
examples  showing  what 
private  citizens  can  do. 
By  Terry  L.  Anderson 
and  Donald  R.  Leal 

196  The  Mandate 

"Shift  and  shaft,"  Ohio 
Governor  George 
Voinovich  calls  it.  How 
the  politicians  and 
bureaucrats  tax  the  public 
without  seeming  to  do  so. 
By  Susan  Lee  and  Daniel  Roth 


Technology 

316  Computers: 
the  earnings  outlook 

Good  software,  hardware 
and  chip  companies  trade 
at  very  steep  multiples  of 
expected  1997  earnings. 
Which  ones  are  worth  it? 
By  Bruce  Upbin 
and  Shlomo  Z.  Reifman 

326  I  got  here  first 

The  land  grab  in  cyber- 
space is  almost  over.  A 
few  claim  stakers  made 
out — but  most  came  up 
empty-handed. 
By  Damon  Darlin 

328  The  Software 
Horizon 

By  Guy  Kawasaki 

330  What  have  you 
invented  for  me  lately? 

Scientific  ingenuity  put 
the  Coulter  brothers  in 
business.  A  sharp  business 
sense  kept  them  going. 
By  Bruce  Upbin 

346  Staying  Healthy 
The  old  stuff  gave 
him  blisters 

Patients  with  deep  pockets 
or  generous  insurance 
shouldn't  settle  for  a 
cheap  artificial  limb. 
Check  out  the  fiber 
composite  models. 
By  Stephan  Herrera 


Personal  Affairs 

396  Chardonnay 
and  grizzlies 

Try  British  Columbia 
if  you  want  to  do 
some  fine  fly-fishing 
in  a  glorious  setting. 
By  Lawrence  Minard 

402  Quiet  Mexico 

For  peaceful  relaxing  in 
high  luxury — with  some 
sportfishing  thrown  in — 
head  for  Zihuantanejo. 

By  William  G.  Flanagan 


Departments 

12  Side  Lines 

14  Follow-Through 

18  On  My  Mind 

22  Readers  Say 

25  Fact  and  Comment 

30  Other  Comments 

35  Commentary 

37  Transparent  Eyeball 

38  Forbes  Index 

413  Flashbacks 

414  Thoughts 

6  Editorial  Index 


406  Obsessed 
collectors 

"People  called  me 
crazy  when  I  started 
collecting  junky 
bikes.  Now  I'm  a 
genius  with  vision." 

406  Collectors 
When  collections 
become  obsessions 

If  there  weren't  obsessive 
collectors,  there  wouldn't 
be  great  collections. 

By  Doris  Athineos 


FORBES  ONLINE  is  an  elec- 
tronic edition  of  Forbes  avail- 
able on  CompuServe. 
To  access:  GO  FORBES 
To  access  Forbes  on  the 
Internet,  set  your  browser  to: 
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Our  postal  address  is: 
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Stephanie  Kwolek  is  a  chemist, 
gardener  and  an  inventor  of  DuPont 
Kevlar",  the  world's  strongest  fiber. 
It's  in  the  brakes  of  trains,  planes 
and  automobiles.  It's  in  skis, 
helmets,  protective  clothing  and 
most  anyplace  else  requiring  a 
unique  combination  of  light  weight 
and  strength.  How'd  she  do  it? 
With  innovation  and  determination. 


ith  a  single  idea  she  can  stop  trains. 


How  else  can  you  stop  a  train? 
Stop  a  bullet?  Save  a  life? 
Visit  us  at  www.dupont.com 


I  have  a  phone  that  rings  constantly.  A  calends 
to  be  at  ten  minutes  ago.  I  need  relief.  Ah,  yes.  IV 
comfort  goes  to  work  immediately  delivering 

I'm  amazed  a  car  like  this  is  AVAILABU 


For  information  via  the  Internet,  enter  http://www.ltncolnvebicles.com  or  to  receive  a  free  brochure,  call  1  800  446-8888. 
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:h  every  hour  taken.  And  a  dinner  engagement  I  was  supposed 
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Nikhil  Hutheesing 


A  new  core  for  the  Apple 

There  hasn't  been  a  lot  of  good  news 
coming  from  Apple  Computer  the  past  few 
years.  Which  is  why  Nikhil  Hutheesing's 
cover  story  in  this  issue  will  cheer 
Appleheads  and  well-wishers.  Nikhil  reports 
that  Apple's  new  management  has  a  credible 
comeback  strategy.  In  "David  Amelio  versus 
Goliath  Gates"  he  explains  that  the  Apple 
strategy  is  built  around  negotiations  for  an 
alliance  with  a  small  software  company,  Be, 
Inc.,  run  by  one  of  Apple's  former  guiding  HHH 
spirits,  Jean -Louis  Gassee.  There  have  been 
rumors  that  Apple  would  acquire  Be,  Inc.,  but  neither  Apple 
boss  Gilbert  Amelio  nor  Gassee  would  confirm  them.  Toward 
the  end  of  an  interview  over  fish-and-chips  in  a  nearby  joint, 
Gassee  mentioned  to  Nikhil  that  he  had  been  to  Kaui  recently. 
Hmmm,  Nikhil  thought,  so  had  Gilbert  Amelio.  After  a  lot 
more  reporting,  Nikhil  was  convinced  that  a  deal  of  some  kind 
was  in  the  works.  The  story  begins  on  page  228.  Even  if  you  are 
a  convinced  Windows  person,  I  think  the  article  will  leave  you 
rooting  for  Apple. 

It  pays  to  be  good 

You  THINK  it's  easy  to  calculate  the  earnings  of  sports  celebrities? 
Talk  to  Randall  Lane  and  Peter  Spiegel,  who  put  together  our 
1996  list  of  America's  40  top-dollar  athletes.  Most  big  sports  fig- 
ures today,  like  most  businesses,  are  incorporated,  which  means 
you  have  to  know  corporate  bookkeeping  to 
figure  out  how  much  they're  making.  "The 
complexity,"  says  Lane,  "occasionally  borders 
on  the  absurd."  He  gives  an  example:  "Bas- 
ketball bad  boy  Dennis  Rodman  knows  how 
to  milk  the  press.  This  season  he  got  a  one- 
year  contract  that  everyone  in  the  world  was 
told  pays  $9  million.  That  would  make  him 
one  of  the  sport's  top-earners  on  and  off  the 
court — great  public  relations.  Well,  he  sort  of 
made  $9  million.  Actually  Rodman  is  getting 
only  $6.3  million  from  the  Bulls  this  season.  IH^H 
The  other  $2.7  million  comes  in  deferred 
payments,  much  to  be  paid  in  2040,  when  Rodman  is  pushing  80. 
The  present-day  value  of  the  contract  is  less  than  $7  million." 

Randall  says  doing  the  article  on  athlete  endorsements,  "Nice 
guys  finish  first,"  made  him  feel  better  about  American  role 
models.  How  come?  Because  the  biggest  endorsement  money 
went  not  to  the  loudmouths  but  mostly  to  traditional-type  heroes 
and  heroines.  "Endorsements  are  a  window,"  he  says,  "on  our 
mindset.  People  talk  of  a  breakdown  in  society,  the  degeneration 
of  civility.  But  the  endorsement  money  is  a  pretty  good  measure 
of  real  popularity.  Follow  the  endorsement  money  and  you  find 
that  the  good,  clean  All-American  type  is  as  popular  and  admired 
as  ever."  This  year's  Super  40  list  starts  on  page  244. 


Randall  Lane 


Editor 
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Racing  for  dollars 

Forbes  explained  in  a  cover  story 
last  year  (July  3,  1995)  how  stock-car 
racing  was  a  roaring  $2-billion-a-year 
business.  Now — for  better  or  worse — 
several  racetrack  owners  and  opera- 
tors have  offered  to  cut  the  investing 
public  into  the  business.  Recently 
gone  public  are  Dover  Downs  Enter- 
tainment in  Dover,  Del.;  Detroit's 
Penske  Motorsports;  Grand  Prix 
Association  of 


Forbes 

he  races! 


Long  Beach 
(Calif);  Con- 
cord, N.C.'s 
Speedway 
Motorsports 
and  Daytona 
Beach,  Fla.'s 
International 
Speedway  Corp. 

Track  owners 
are  using  the 
new  capital  to  expand  and  build  new 
facilities  as  stock-car  racing  goes 
mainstream.  Attendance  at  the  sport's 
premier  events,  the  National  Associ- 
ation for  Stock  Car  Auto  Racing's 
Winston  Cup  series,  has  climbed  60% 
since  1990,  compared  with  basket- 
ball's 10%  rise. 

As  might  be  expected,  some  of  the 
companies  have  done  better  from  the 
IPOs  than  the  investors  have.  Penske 
Motorsports  and  Dover  Downs 
Entertainment  are  up  over  30%  since 
their  IPOs  in  March  and  October, 
respectively.  The  other  stocks  recent- 


ly traded  below  their  offering  prices. 
One  that  investors  might  want  to 
watch  is  Speedway  Motorsports. 
Earnings  of  the  $1  billion  (market 
cap)  company  will  rise  34%  next  year, 
to  an  estimated  83  cents  per  share, 
according  to  sports  entertainment 
analyst  Kevin  Daly  of  San  Francisco- 
based  Hoefer  &  Arnett.  The  stock 
recently  sold  at  22%. 

-Shailaja  Neelakantan 

Pipe  dreams 

When  we  last  checked  in  with  El 
Paso  Natural  Gas  Chairman  William 
Wise  (Mar.  28,  1994),  the  natural  gas 
pipeline  executive  was  under  mount- 
ing pressure  which  the  market  hadn't 
picked  up  on.  Two  of  El  Paso's 
biggest  contracts  were  expiring,  and 
a  glut  of  pipeline  capacity  in  the  com- 
pany's core  California  market  threat- 
ened earnings. 

Those  problems  surfaced  months 
after  our  story,  and  El  Paso's  stock 
sank  to  28  from  40.  But  today  $1  bil- 
lion (sales)  El  Paso  is  on  the  rebound. 
In  June  Wise  announced  the  $4  bil- 
lion acquisition  of  Tenneco's  pipeline 
division.  The  deal,  which  is  expected 
to  close  in  December,  will  create  a 
system  stretching  from  Bakersfield, 
Calif,  to  Boston.  El  Paso  is  poised  to 
cash  in  as  a  result  of  the  cheap  Cana- 
dian gas  moving  into  the  California 
market.  This  Canadian  gas  is  displac- 
ing gas  from  the  Rocky  Mountain 


El  Paso's  natural  gas  pipelines 

Adding  Tenneco's  lines  should  help  pump  up  profits. 
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On  the  Twelfth  Day  of  Christmas 
My  True  Love  Finally  Got  to  the  Point 

Lavish  the  ones  you  love  with  some  of  our  luscious  indulgences  and  you'll  definitely  be 
giving  them  something  to  sing  about.  For  the  Codiva  boutique  nearest  you,  call  1-800-9-GODIVA. 
Or  visit  us  on  the  Internet  at  www.godiva.com.  Or  AOL  (keyword:  G0DIVA). 


New  York  Paris 


GODIVA 

Chocolatier 


Tokyo 
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Rolls-Royce  Silver  Spur.. 
Turbocharged  For  1997 


Custom  tailor  your  own  personal  lease. 

Call  1-800-23-ROLLS 

for  your  nearest  authorized  dealer. 
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states  and  New  Mexico — which  is 
consequently  moving  to  eastern  mar- 
kets, much  of  it  through  El  Paso's 
system. 

Wise  deserves  credit  for  handling 
the  problems  so  deftly.  Recovering  ail 
the  ground  it  lost  after  our  article 
appeared,  the  stock  recently  hit  a 
record  high  of  49[A. 

-Christopher  Palmeri 

Much  ado  about  very  little 

For  years  men  with  the  prostate 
malady  known  as  benign  prostatic 
hyperplasia  had  two  basic  choices: 
Endure  the  hassle  of  frequent  trips  to 
the  bathroom — and  the  discomfort 
that  can  accompany  those  visits — or 
undergo  surgery,  which  can  result  in 
impotence. 

So  Forbes  cheered  a  new  treat- 
ment option  when  $20  billion  (sales) 
Merck  &  Co.  rolled  out  Proscar,  a 
drug  that  inhibits  testosterone's  abil- 
ity to  fuel  prostate  cell  growth  (Aug. 
17,  1992). 

We  jumped  the  gun.  Turns  out 
Proscar  isn't  quite  the  cure-all  many 
doctors  thought  it  was.  In  a  study 
published  in  August,  researchers  for  a 
Veterans  Administration  study  found 
that  Proscar  performed  "no  better 
than  a  dummy  pill."  Then  a  Universi- 
ty of  Chicago  study  found  that  drugs 
like  Proscar  may  actually  do  more 
harm  than  good:  In  their  model, 
based  on  animal  subjects,  they  found 
testosterone  might  be  necessary  to 
fight  cancer-cell  growth  long  term. 

Many  urologists  now  say  they  are 
backing  away  from  the  drug.  Instead, 
they  are  prescribing  Hytrin,  a  muscle 
relaxant  made  by  Abbott  Laborato- 
ries, which  reduces  pressure  on  the 
urethra  caused  by  the  prostate. 
Unlike  Proscar,  which  patients  have 
to  take  for  six  months  before  seeing 
any  results,  Hytrin  starts  working 
within  24  hours. 

It's  a  blow  to  Merck,  but  the  switch 
in  physician  preference  probably 
won't  show  up  in  Proscar  sales  (about 
$400  million)  until  next  year,  since 
most  urologists  aren't  pulling  their 
patients  off  the  drug  in  mid-treat- 
ment. Which  explains  in  part  why 
Merck  stock  bounced  back  to  68%  in 
September  after  falling  about  three 
points  when  the  studies  came  out. 

-Stephan  Herrera  Bi 
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The  Embargo  Doesn't  Matter 
Cuban  Taste  Is  Here. 


fii 


The  first  100%  Cuban  seed  tobacco 
cigar  with  true  Cuban  taste  made 
outside  of  Cuba.  MiCubano  is 
produced  in  Nicaragua,  but  the 
difference  ends  there.  The  filler, 
binder  and  wrapper  leaf  are  all 
grown  from  Cuban  seed.  All  the 
tobacco  is  grown  and  cured  in  the 
^  Cuban  tradition.  All  MiCubanos  are 

It\\£H,l#M    nanci  macle  in  a  factory  owned  and 
supervised  by  a  Cuban  expatriate. 


1-800-221-4134  FOR  THE 
tCCONIST  NEAREST  YOU. 


wmn  wmmmn  im  executives/edited  by  katarzyna  wandycz 

Out  of  a  fishbowl 

By  Michelle  Conlin 

A  chief  executive's  digs  say  a  lot  about  his  management  style.  Some  chief  executives  are  aloof  and  iso- 
lated in  offices  that  would  do  credit  to  a  Hapsburg  monarch.  Others  take  a  cue  from  Henry  V  in  Shake- 
speare's drama  and  show  themselves  to  the  troops. 

Then  there's  the  story  about  the  late  C.R.  Smith,  chairman  of  American  Airlines.  He  and  his 
entourage  were  on  a  visit  to  a  terminal.  Suddenly  Smith  disappeared.  His  people  finally  found  him  in  a 
hangar,  shooting  craps  with  the  mechanics.  In  those  days  American  was  the  undisputed  first  among  its 
peers  in  business. 

"Just  get  out  of  your  fishbowl,  it's  a  terrible  way  to  live,  it's  too  lonely,"  advises  John  Tu,  cofounder  of 
Kingston  Technology,  the  hugely  successful  memory  board  maker.  Tu,  who  sits  in  a  cubicle  to  be  close 
to  his  employees,  has  lots  of  company  these  days. 


"You 
subjugate 
your  ego  for 
the  good  of 
the  whole." 

James  P.  Hackett, 
CEO  of  Steelcase 


Philip  Beck 
in  his  law  office 
"We  can  stop 
at  any  time 
and  shoot 
hoops." 


Sidney  N.  (Skip)  Herman 

Managing  partner,  Bartlit  Beck  Herman 
Palenchar  &  Scott,  Chicago 

We  used  to  work  in  a  typical  high-rise  office,  an 
80-story  building  with  8-foot  ceilings,  private 
offices  and  conference  rooms.  When  we  set  off 
to  launch  our  own  law  firm  in  late  1993,  we 
wanted  to  start  from  a  fresh  sheet  of  paper. 

We  knew  that  we  worked  best  when  we  were 
on  a  trial — when  we  got  into  a  big  room  with 
all  the  key  players,  and  had  whiteboards  and 
laptops. 

Then  I  saw  this  space,  and  I  thought,  "It's 
big  enough  for  a  basketball  court.  Why  not?" 
We  already  had  a  saying,  "Forwards  play  for- 
wards, guards  play  guards."  Why  not  build  a 
basketball  court  so  that  our  space  would  man- 
ifest the  idea  of  a  team?  (See  photo.) 

We  call  the  basketball  court  the  Forum,  like 
the  one  in  ancient  Rome  where  people  would 
come  to  exchange  ideas.  We  have  10 -foot 


whiteboards,  movable  tables  and  chairs  and 
network  connectors  built  into  the  floor.  We 
can  sweep  it  all  away  at  any  minute  to  pick  up 
a  game  of  basketball. 

Two  of  the  name  partners  here,  Fred  Bartlit 
and  Phil  Beck,  have  their  offices  courtside, 
with  huge  double  doors  that  stay  open.  Bartlit 
or  Beck  will  walk  out,  pick  up  a  ball  and  start 
shooting  in  the  middle  of  some  meeting.  We 
get  so  much  more  done  than  if  you  have 
offices  with  secretaries  out  front  as  guard 
dogs.  You're  not  protected  here  by  E-mail  or 
phones  or  memos. 

Clients  travel  here  all  the  way  from  New 
York  and  Los  Angeles.  They  eye  that  basket- 
ball all  day  and  finally  someone  rolls  the  ball 
that's  been  sitting  in  the  corner.  They  smile. 
They  take  a  shot.  Pretty  soon  we're  scram- 
bling to  protect  the  laptops  and  overhead  pro- 
jectors! Next  time  they  come,  they  come 
without  the  tie. 
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Alan  (Ace) 
Greenberg,  Bear, 
Stearns'  chairman 
"The  electricity 
is  out  here." 


How  do 
you  size  up? 

The  average  office 
space  is: 

■  Upper 
management— 
290  square  feet 

■  Senior 
management— 
200  square  feet 

■  Middle 
management— 
150  square  feet 


Source:  International 
Facility  Management 
Association. 


Alan  (Ace)  Greenberg 

Chairman,  Bear,  Stearns  &  Co., 
New  York 

I've  always  sat  on  the  trading  floor.  I  have  a 
private  office  for  meetings  that's  down  the 
hall.  I  spend  maybe  15  minutes  a  day  in  there. 
The  electricity  is  out  here. 

A  girl  came  down  here  yesterday.  She'd 
been  here  ten  years  and  they'd  reassigned  her. 
She  wasn't  happy.  I  took  care  of  it. 

Stanley  S.  Hubbard 

Chief  Executive  Officer, 
Hubbard  Broadcasting, 
Minneapolis/St.  Paul 

I  have  had  this  office  since  1976.  It's  got  a 
kitchen  sink,  little  stove,  refrigerator  and  tele- 
vision. That's  where  I  hang  out.  I  got  used 
furniture  put  in  temporarily  while  we  were 
moving  20  years  ago.  I  liked  it  so  much  that  I 
kept  it. 

Many  chief  executives  have  a  desk,  and 
they  hide  behind  it  and  their  computers.  My 
desk  is  a  big  open  table  with  six  chairs 
around  it,  and  people  can  sit  right  next  to  me 
and  look  me  in  the  eye.  That's  my  manage- 
ment style. 

I  don't  have  a  computer.  I  hire  people  to 
use  computers.  I  don't  want  to  do  it.  Too 
much  time  is  spent  searching  for  things.  I'm 
not  big  on  videoconferencing — and  I'm  in 
the  satellite  business!  I  like  face-to-face.  I'm 
old-fashioned.  A  fossil. 


What's  on  your  mind? 

If  you  are  a  business  executive,  whether 
with  a  big  company  or  a  small  one,  we'd 
like  to  know  what's  bothering  you  these 
days,  and  what  you  are  doing  about  it.  Tell 
us  about  it  at:  mind@forbes.com. 


James  P.  Hackett 

Chief  Executive  Officer,  Steelcase  Inc., 
Grand  Rapids,  Mich. 

When  I  got  to  be  chief  executive  in  1994,  I 
was  39  years  old,  and  it  felt  anachronistic 
having  this  walnut-paneled  private  office.  All 
this  pomp  and  protocol.  I  had  to  call  formal 
meetings  and  clear  everyone's  schedule. 

We  did  an  analysis  of  what's  important,  set- 
ting aside  status.  And  what's  important  is  not 
to  be  isolated,  to  be  very  visible. 

We  created  a  leadership  community  space 
that  addresses  all  the  things  I  might  face  in  a 
given  day.  A  chief  executive  has  to  be  close  to 
knowledge.  You  learn  to  subjugate  your  ego  in 
team  environments  for  the  good  of  the  whole. 

I've  put  myself  squarely  in  the  middle  of 
two  of  our  key  businesses:  order  fulfillment, 
and  market  and  product  development.  I  sit  in 
a  10-foot-by-15-foot  area  that  includes  a  38- 
square-foot  personal  harbor  that  houses  a 
computer  and  personal  storage.  I'm  in  there 
about  an  hour  a  day  when  I  do  my  E-mail  or 
casual  phone  conversations.  The  rest  of  the 
time  I'm  in  different  settings  in  the  space. 

The  idea  is  to  put  everyone  in  the  setting 
where  they'll  run  into  each  other.  This  morn- 
ing I  was  in  my  personal  space  and  an  associ- 
ate came  by.  We  tried  to  decide  if  a  new  prod- 
uct was  going  to  be  ready  in  time  for  a  new 
client.  We  went  into  one  of  our  leadership 
community  enclaves  and  began  to  map  out  a 
calendar  and  production  levels.  In  about  seven 
minutes  we  solved  the  problem.  The  old  style 
would  have  been:  Have  your  secretary  call  my 
secretary  and  schedule  a  30-minute  meeting. 

Our  common  space  rings  a  control  room 
we  call  the  Center.  We've  equipped  it  with 
huge  display  screens  that  flash  the  company's 
vital  statistics.  We  call  it  the  dashboard.  It 
actually  bleeps  out  real-time  measures  about 
how  our  key  processes  are  performing.  It  feels 
like  a  sports  bar.  WM 


20 


Forbes  ■  December  16,  1996 


If  you  think  you  can  find  a 


THE  EPSON 


THE  HP 


COMPARISON  CHART 

EXPRESSION  636 

SCANJET  4C 

Bit  Depth 

36 

30 

Colors 

68.7  billion 

2.0  billion 

Maximum  Resolution 

4800  x  4800 

2400  x  2400 

Optical  DPI 

600 

600 

Greyscale  Levels 

4,096 

1,024 

SCAN  SPEED-Preview 

6  seconds 

11  seconds 

Color  (4x5) 

21  seconds 

27  seconds 

Grayscale 

23  seconds 

33  seconds 

Text  OCR 

14  seconds 

28  seconds 

THE  EPSON*  EXPRESSION™  636  COLOR  SCANNER 

There's  no  denying  we're  making  a  pretty  bold  statement  about 
our  scanner.  But  with  numbers  like  this,  we  can.  Because  Epson 
TrueScan'"  technology  with  36-bit  scanning  and  600-dpi  optical 
resolution,  gives  you  the  power  to  capture  68.7  billion  colors  and 
countless  details  with  incredible  clarity.  And  everything  you  need 
to  harness  that  power  is  easy  to  set  up  and  easy  to  use.  So  you'll  get  high-quality  images  that  will  turn  visual  presentations 
and  business  documents  into  bold  statements- more  quickly  and  easily  than  other  scanners  can.  And  for  a  lot  less  money,  too. 

But  there  are  other  ways  we  outdo  the  competition  that  can't  be  expressed  in  numbers.  With  our  exclusive  Text  Enhance- 
ment Technology  and  Auto  Area  Segmentation,  you  can  accurately  scan  both  text  and  graphic  images  from  the  same  page-even 

from  colored  backgrounds.  And  you'll  get  greater  versatility  with  easy,  simultaneous  hook-up  to 
both  PC  and  Mac  platforms.  Nobody  else  can  do  that.  So  now  that  you  see  what  the  numbers 
(amongst  other  stuff)  do  for  our  scanner,  wait'll  you  see  what  our  scanner  does  for  your  bus- 
J*;    mess.  For  more  information  call  1-800-GO-EPSON  and  ask  for  operator  3055. 
Or  visit  us  at  www.epson.com. 


The  Expression  636  executive  PC  bundle  comes  with 
Adobe  Photoshop'  LE,  Xerox  TextBridge  Pro"  '96,  NewSoft"  Presto1  PageManager'  LE 
and  SCSI  interface  and  cable.  As  well  as  a  competitive  edge. 


YOU'VE  GOT  TO  SEE  IT  IN 


EPSON 


color: 


Executive  Mac  bundle  also  available  with  Adobe  Photoshop  LE,e  Paper1"  and  SCSI  cable  Other  scanner  configurations  available  Awards  given  to  the  ES-1200C,  one  in  the  line  of  Epson  award-winning  scanners.  Do  not  scan  published  material  wuhout  'ji^fe  |MW] 
permission  of  the  copyright  holder  EPSON  is  a  registered  trademark  ot  Seiko  Epson  Corp  Expression  and  TrueScan  ate  trademarks  of  Epson  America.  Inc  All  other  trademarks  are  the  property  ot  their  respective  owners  S 1996  Epson  America.  Inc 
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Happy  workers  work  out 
And  Uncle  Sam  helps  pay. 


Just  say  "Thanks" 

Sir;  Re  "When  money  isn't  enough" 
(Nov.  18).  The  b~st  motivators  as 
reported  by  employees  today  are  per- 
sonal, spontaneous  forms  of  thanks 
given  by  one's  manager  for  a  job  well 
done.  These  techniques  (personal 
thanks,  written  notes,  public  praise, 
etc.)  are  practiced  the 
least,  even  though  they 
are,  ironically,  easier  and 
less  expensive  to  use. 
-Bob  Nelson 
Escondido,  Calif. 

Sdc  "When  money  isn't 
enough"  was  an  excel- 
lent illustration  of  how 
"evil  capitalists"  can 
adapt  to  free  market 
pressures  without  any 
prodding  from  Uncle 
Bill  &  Aunt  Hillary, 
who  have  shown  no 
sign  of  tempering  their 
desire  to  meddle  in  die  I^HH 
relationships  between 
employers  and  employees. 

In  regard  to  health  club  fees,  a  more 
aggressive  approach  (which  I  used  for 
my  employees)  would  be  to  interpret 
this  "preventive  health  cost"  as  a  less 
expensive  benefit  than  waiting  for 
employees  to  become  ill  and  having  to 
cover  those  costs.  There  are  plenty  of 
studies  proving  the  old  maxim  that  "an 
ounce  of  prevention  is  worth  a  pound 
of  cure." 

-Kerry  M.  Kerstetter 
Harrison,  Ark. 

Progress  reports 

Sir:  Re  "It's  the  costs, 
stupid"  (Oct.  21).  You 
fail  to  recognize  the 
dramatic  changes 
Mayor  Giuliani  has  ush- 
ered in  since  his  election  in 
1993.  By  cutting  taxes  and 
lifting  the  regulatory  burden,  the 
city  has  won  back  more  than  100,000 
of  the  400,000  private -sector  jobs  it 
lost  between  1990  and  1994. 
-Charles  Millard 
President 

New  York  City  Economic 
Development  Corp. 

Sir:  You  committed  a  sin  of  omission 
by  failing  to  cite  Los  Angeles  as  one  of 


the  25  "cities  of  the  future."  LA.  is  the 
undisputed  entertainment  capital  of  the 
world,  and  last  year's  growth  of  54,000 
new  jobs  fueled  this  dominance.  A  new 
business  tax  classification  for  multi- 
media companies  exemplifies  our  com- 
mitment to  sustaining  growth  in  this 
important  new  industry 

Ironically,  the  emer- 
gence of  21st-century 
industries  throughout 
our  city  is  among  the 
chief  reasons  that 
Forbes  selected  Los 
Angeles  as  the  site  for 
its  prestigious  1997 
ceo  Conference. 

Forbes  correctly 
emphasized  the  impact 
that  an  efficient, 
accountable  govern- 
ment can  have  on 
future  job  growth.  Los 
Angeles  is  currently 
undertaking  an 
exhaustive  review  of  its 
tax  code,  streamlining 
government  operations  and  making  an 
unprecedented  commitment  to  cus- 
tomer service. 
-Richard  J.  Riordan 
Mayor  of  Los  Angeles 

Keep  it  simple,  stupid 

Sir:  Re  "Short  and  sweet — please!" 
(Nov.  4).  Having  read  hundreds  of 
annual  reports  over  the  years,  I  have 
noticed  a  correlation  between 
company  size,  the  nature  of 
its  annual  report  and  total 
return  to  shareholders. 
The  smaller  companies 
I  have  invested  in  that 
produced  minimalist 
annual   reports  have 
provided  me  with  well- 
above -average  returns. 
My  favorite  report  is  a 
cover  and  a  letter  from  the 
chairman  stapled  to  a  10-K.  I  get 
excited  about  the  company  before  I 
even  read  it! 
-Tom  Rattle 
West  Linn,  Ore. 

Downgrading  is  good 

Sir:  Re  "Technology  for  technology's 
sake"  (Oct.  21).  Your  story  struck  an 
all  too-familiar  chord.  When  recently 


offered  the  opportunity  to  upgrade  my 
Windows  WordPerfect  6.1  to  the  cur- 
rent version,  7, 1  instead  requested  a 
"downgrade"  to  the  trustiest  Word- 
Perfect I  remember:  version  5.1  for 
DOS,  to  the  wide-mouthed  amazement 
of  our  MIS  staff.  Having  seen  the  new 
WordPerfect  7  in  use  and  having  been 
rather  unimpressed  with  its  overall 
speed,  I  concluded  WordPerfect  5.1  for 
DOS  is  a  faster,  more  efficient  program 
for  producing  legal  or  other  documents 
that  don't  require  graphics. 
-Reese  Boyd  III 
Washington,  D.C. 

Y'all  speak  the  language? 

Sir:  "Hunting  for  business"  (Nov.  18) 
was  interesting — albeit  a  bit  difficult  to 
read  in  Yankee-speak.  You  quote  an 
unnamed  guide  as  joking:  "If  I'd  of 
had  the  sack  open,  he'd  of  went  right 
in."  What  you  should  have  put  in  ink  is 
"Fd've,"  which  is  a  double  contraction, 
to  wit:  "I  would  have."  You  should 
hire  more  Southerners,  folks  who  can 
speak — and  spell — our  language. 
-William  E.  Butterworth  IV 
Irving,  Tex. 


Sir:  The  participants  at  Hawkeye 
Hunting  Club's  tower  are  shooting  in 
the  European  tradition.  Hunting 
requires  much  more  participation  and, 
most  importantly,  empathy  for  the 
quarry.  V/here  one  ends  and  the  other 
begins  is  not  well  defined,  but  it  is  not 
near  that  tower  in  Texas.  Come  out 
here  to  California's  Marble  Mountains 
and  stalk  black-tailed  deer,  and  you  will 
have  hunted. 

-Richard  John  McNamara 
Crescent  City,  Calif. 
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IT'S  THE  NEW  ROUGH  AND  RUGGED  FULL-SIZE  SUV*  THAT'S  AS  COMFORTABLE 
AS  ALL-GET-OUT.  FORD  EXPEDITION.  IT'LL  GET  YOU  THERE  LIKE  NOTHING  ELSE. 


INTRODUCING 
THE  ONLY  WAY 
TO  GET  THERE. 

THE  NEW  FORD 
EXPEDITION 


Best-In-Class  Towing:  Properly  equipped  4x2  tows  four  tons.  Best-In-CIass  Passenger  Room:  XLT  models  seat 
jp  to  nine.  Fits  in  a  Standard-Size  Garage.  Standard  Dual  Air  Bags"  For  information:  l-800-434-4040orwww.ford.com 


Welcome  to  the  Age  of  Multimedia.  An 
age  where  the  barriers  of  time  and  space 
will  no  longer  exist.  An  age  where  people 
from  opposite  sides  of  the  world  will  be 
able  to  communicate  face-to-face. 

At  NEC,  we've  positioned  ourselves  to 
be  the  true  leader  at  this  turning  point  in 
history.  We're  the  only  high-tech  company 
that  ranks  among  the  top  five  in  all  three 
key  multimedia  technologies  -  semicon- 


FINALLY,  A  VISION 
OF  MULTIMEDIA 
THAT  LINKS  MORE 

THAN  JUST 
WORDS,  PICTURES 
AND  SOUNDS. 


ductors,  computers  and  communications. 
In  fact,  we  hold  over  29,000  patents  on 
everything  from  DRAM  chips  to  portable 
satellite  phones. 

To  learn  more,  call  1-800-338-9549 
or  reach  us  on  the  Internet  at  http:// 
www.nec.com. 


just  imagine 

NEC    M  i;  L  T  I  M  I'  I)  I  \ 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 


DISTANT  CRIES 


One  of  the  most  underreported  stories  today  is  the 
growing  persecution  of  Christian  minorities  in  a  number 
of  countries.  We  are  accustomed  to  reading  about  the 
suppression  of  Buddhists  in  Tibet  and  Muslims  in 
Bosnia,  and  even  about  the  genital  mutilation  of  adoles- 
cent girls  in  Africa.  If  anything,  our  instinct  is  to  assume 
that  Christians  are  more  likely  to  be  the  perpetrators 
than  the  victims.  But  arbitrary  arrests,  beatings,  burnings 
and  killings  of  Christians  are  on  the  rise  in  various 
nations,  including  Vietnam,  China,  Indonesia,  Iran  and 
Pakistan.  In  Sudan,  the  Islamic  fundamentalist  govern- 
ment has  slaughtered  tens  of  thousands  of  Christians 
who  predominate  in  that  country's  southern  region. 

Cadiolics  and  Evangelical  Protestants  are  increasingly  tar- 
gets of  violence,  because  governments  believe  diey  gain  easy 
popularity  by  portraying  their  indigenous  Christians  as  tools 
of  Western  culture  and  "imperialism."  Actually,  these  peo- 
ple are  often  a  force  for  individual  rights  and  modernization. 

The  U.S.  Immigration  and  Naturalization  Service 
treats  with  disdain  and  hostility  Christian  victims  seeking 
asylum,  because  their  plight  is  largely  unknown  in  this 
country.  The  State  Department  doesn't  want  to  make  an 
issue  of  these  persecutions  for  fear  they  might  complicate 
relations  with  countries  such  as  China.  But  in  response 


to  pressure  from  religious  organizations  and  their  con- 
gressional allies,  the  Clinton  Administration  recently  cre- 
ated a  Special  Advisory  Committee  to  the  Secretary  of 
State  on  Religious  Freedom  Abroad. 

Skeptics  fear  this  panel's  effectiveness  will  be  undermined 
because  its  budget  and  staffing  will  come  from  the  State 
Department.  The  personnel  assigned  to  this  group  will  also 
have  other  responsibilities,  thereby  diffusing  their  interest. 

Though  it  complicates  life  for  diplomats,  Americans' 
concern  for  human  rights  in  other  parts  of  the  world  is 
an  unavoidable — and  admirable — characteristic  of  our 
unique  origins  as  a  nation.  Moreover,  other  persecuted 
peoples  feel  their  condition  is  helped  when  the  U.S. 
focuses  attention  on  a  particular  group.  As  Hudson 
Institute  director  Michael  J.  Horowitz,  who  has  been 
relentless  in  publicizing  the  plight  of  various  Christian 
groups,  puts  it,  "We  now  know  that  the  success  of  the 
campaign  against  Soviet  anti-Semitism  was  a  dramatical- 
ly effective  means  of  teaching  all  victims  of  the  commu- 
nists that  the  regime  was  not  ten  feet  tall  and  that  its  days 
were  ultimately  numbered.  This  is  why  our  efforts  have 
evoked  poignant  expressions  from  moderate  Muslim  vic- 
tims of  radical  Islamists,  who  tell  us  that  our  success  is 
their  greatest  hope,  for  it  will  be  theirs  as  well." 


BASIC  QUESTIONS  BEFORE  AMENDING  OUR  BASIC  LAW 


When  debating  the  balanced  budget  amendment  early 
next  year,  Congress  must  credibly  answer  several  ques- 
tions, lest  the  amendment  suffer  a  Prohibition-like  fate. 

Will  a  balanced  budget  become  a  vehicle  for  boosting 
levies  on  the  American  people?  Conservatives  should 
insist  on  a  super  majority  before 
taxes  can  be  raised. 

Should  Congress  make  a  distinc- 
tion, which  it  doesn't  do  now,  be- 
tween expenses  and  capital  outlays? 
Most  states  requiring  balanced  bud- 
gets would  be  in  the  red  if  they  kept 
their  books  the  way  Washington  does. 
States  borrow  money  for  bridges, 
school  buildings,  environmental 
plants,  roads  and  the  like.  This  bond- 
ed debt  is  not  immediately  counted  as 
spending  but  is,  instead,  amortized  over  a  number  of  years. 

How  is  Washington's  propensity  for  backdoor  spend- 


Lott  and  Gingrich:  Lots  of  work  ahead  to  pre 
pare  people  for  balanced  budget  amendment. 


ing  to  be  dealt  with?  One  such  device  is  guaranteeing 
loans,  either  explicitly  or  implicidy.  How  are  such  acts  to 
be  treated? 

How  about  unfunded  liabilities,  which  run  into  tril- 
lions of  dollars  for  Social  Security,  Medicare  and  the  fed- 
eral employee  pension  system?  How 
do  we  prevent  politicians  from  mak- 
ing promises  today,  the  bills  for 
which  won't  come  due  for  decades? 

What  are  the  mechanics  for  esti- 
mating the  coming  year's  expenses 
and  revenues?  The  Congressional 
Budget  Office's  static  analysis  ap- 
proach, which  assumes  we  don't 
respond  to  changes  in  the  tax  code,  is 
heavily  biased  against  growth -induc- 
ing tax  reductions.  For  example,  the 
Joint  Committee  on  Taxation  calculates  that  a  50%  exclu- 
sion on  individual  capital  gains  would  cost  the  Treasury 
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illion  over  the  next  five  years.  Yet  whenever  this 
exaction  has  been  reduced,  Uncle  Sam's  capital  gains  tax 
receipts  have  jumped. 

we  prevent  a  judicial  tyranny?  If  estimates  of 
expenses  and  revenues  are  not  on  target,  will  judges,  not 
held  accountable  by  the  electorate,  dictate  budget  cuts  or 


tax  law  changes?  Will  they  issue  arrest  warrants  for  recalci- 
trant legislators?  Judges  have  shown  an  unhealthy  tenden- 
cy in  recent  years  to  act  like  legislators  and  executives, 
snowing  little  hesitancy  in  minutely  managing  prisons  and 
schools,  in  writing  election  laws  or  in  redrawing  lines  of 
legislative  districts. 


Many  Americans  do  not 

College.  They  are,  for  instance,  shocked  to  learn  that -the 
President  is  not  directly  elected  by  popular  vote.  Too  bad 
our  schools  and  our  media  do  such  a  miserable  job  in 
explaining  the  College's  virtues.  The  institution  is  an 
extraordinarily  positive  contributor 
to  keeping  our  country  together. 

A  presidential  candidate  gets  all  of  a 
state's  electoral  votes  (which  equals 
the  size  of  its  congressional  legislation) 
if  he  outpolls  his  rivals  in  that  state's 
popular  vote.  (The  exceptions  are 
Maine  and  Nebraska.  There,  electors 
are  chosen  who  represent  the  winner 
of  each  congressional  district's  popular 
vote.)  To  win  the  presidency,  a  con- 
tender must  win  an  outright  majority 
of  the  nation's  electoral  votes,  that  is,  270  out  of  538. 

This  feature  forces  general-election  presidential  candi- 
dates to  wage  national  campaigns.  Contenders  making 
narrow  sectional,  racial  or  ideological  appeals  have  no 
chance  of  triumphing.  One  thing  that  hits  you  on  the 
campaign  trail  is  how  extraordinarily  diverse  our  nation 
is.  The  Electoral  College  encourages  the  bringing  to- 
gether of  people  and  interests  with  differing  priorities.  It 
pushes  leaders  to  ameliorate  divisive  conflicts  rather  than 


UNDERRATED  UNIFIER 

understand  the  Electoral  fan  them.  European-style  parliaments  encourage  a  mul- 
tiplicity of  parties,  but  our  system  makes  for  a  strong, 
nationally-minded  chief  executive,  a  necessity  for  a  vast 
continental  state.  Parochial  interests  find  their  outlets  in 
the  House  of  Representatives  and  the  U.S.  Senate. 

The  Electoral  College  also  per- 


Constitutional  Convention:  Gave  us  checks 
and  balances  and  unifying  Electoral  College. 


forms  another  useful  service — damp- 
ening postelection  conflicts  when 
the  vote  is  close.  In  1960,  for  exam- 
ple, the  popular  vote  was  a  virtual 
tie,  but  the  Electoral  College  tally 
was  decisive.  The  College  performed 
a  similar  service  in  the  extremely 
close  1968  election.  And  when  third 
party  movements  do  erupt,  the 
dynamics  of  our  system  moves  one 
of  the  major  parties  to  co-opt  the 
protesters'  ideas  or  grievances. 

The  worries  about  the  College's  alleged  flaws  are 
overblown.  Not  since  the  election  of  1824  has  the  House 
of  Representatives  actually  chosen  a  President,  and  that 
was  before  our  current  broad-based,  two-party  system 
had  emerged.  And  not  since  1888  has  a  second-place  can- 
didate in  the  popular  vote  won  the  presidency.  In  that 
case  (and  in  1876),  vast  numbers  of  Republican-voting 
African -Americans  in  the  South  were  disenfranchised. 


ONE  TOUGH  DETECTIVE 

Black  Alley — by  Mckey  Spillane  (Dutton,  $23.95).  If  Excerpt:  I  eased  the  gun  away  from  Ugo's  skin  and  let  it 
Ernest  Hemingway  had  written  mysteries,  his  would  have     run  down  his  back,  pressing  against  his  spine.  His  mind 


sounded  a  lot  like  the  direct,  fast-paced  prose  of 
Mickey  Spillane.  I  had  not  previously  read  any 
of  the  Mike  Hammer  series,  but  now  I  intend 
to.  Our  seriously  wounded  hero  pursues  both 
the  killer  of  a  close  army  friend  and  the  where- 
abouts of  $89  billion  of  missing  Mafia  cash.  The 
action  never  lets  up  as  the  tough,  street- smart 
Hammer  grapples  with  intense  physical  pain, 
revenue-hungry  federal  agents,  cold-blooded 
gangsters,  a  recovering-alcoholic  physician  and 
a  determined  get-him-to-the-altar  secretary. 


RESTAURANTS— GO, 


was  wondering  if  he'd  feel  the  shot,  cursing  him- 
self for  not  wearing  body  armor,  not  knowing 
whether  or  not  to  hope  he'd  die  fast,  but  realiz- 
ing that,  if  anything  took  out  his  spinal  cord  he 
was  going  to  be  strapped  in  a  wheelchair  for  a 
long  time.  No  parties,  no  broads,  no  booze,  and 
just  maybe  somebody  he  kicked  around  might 
come  up  and  plant  a  slug  right  in  his  face  where 
he  could  see  it  coming.  Before  he  could  faint  on 
me  I  belted  him  in  the  head  with  his  own  gun 
and  let  him  drop. 

,STOP 


Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  II  Toscanaccio— 7  East  59th  St.  (Tel.:  935-3535). 
Excellent.  Especially  delicious:  rigatoni  with  hot  and  sweet 
Italian  sausages,  and  the  traditional  veal  shank  braised 
with  red  wine.  The  service,  wonderfully  attentive. 

Smith  &  Wollensky— 201  East  49th  St.  (Tel.:  753- 
1530).  The  noise  is  at  rock-concert  level;  the  service,  har- 
ried; the  food,  disappointing.  Steaks  lacked  that  lolla- 
paloosa  punch,  and  baked  potatoes  were  of  the  microwave 
variety.  John  Kluge's  West  63rd  Street  Steakhouse  is  a 


much  better  bet.  And  it  offers  civility  with  its  sirloins. 

•  Isabella's— 359  Columbus  Ave.,  at  77th  St.  (Tel.: 
724-2100).  One  of  the  top  restaurants  on  the  West  Side, 
but  this  would  stand  on  its  own  if  it  moved  East.  Two 
musts:  the  lobster  shrimp  ravioli  and  the  broiled  salmon. 

•  La  Ripaille— 605  Hudson  St.  (Tel.:  255-4406).  Small, 
romantic,  very  French.  Warm  saucisson  with  marinated 
potatoes,  and  traditional  escargots,  perfect.  Equally  delicious 
is  grillade  de  boeuf,  arid  paillarde  de  poulet.  M 
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In  just  one  year,  Donald  J.  Trump  has  built  one  of  the  largest 
and  finest  casino  companies  in  the  world,  Trump  Hotels  &  Casino 
Resorts,  Inc.  (NYSE:DJT),  with  two  award  winning  hotels  in  Atlantic 
City,  New  Jersey  -  The  Trump  Taj  Mahal  Casino  Resort,  and  Trump  Plaza 
Hotel  and  Casino,  The  company  recently  opened  the  Trump  Casino 
Riverboat  at  Buffington  Harbor,  Indiana,  and  will  soon  complement  its 
Atlantic  City  holdings  with  the  planned  acquisition  later  this  year  of 
Trump's  Castle  Casino  Resort,  another  Four  Star,  Four  Diamond  Resort. 

Trump  Taj  Mahal  Casino  Resort 

The  opulent  Trump  Taj  Mahal  is  a  landmark  on  Atlantic  City's  world- 
famous  Boardwalk.  Its  51 -story  hotel  tower  offers  1,250  guest  rooms, 
including  237  suites  and  incomparable  themed  supersuites.  The  Taj  is 
number  one  in  revenues,  gross  operating  profits,  table  games  and  slots. 

Its  expansion  will  result  in  a  total  of  2,026  guest  rooms  and  the 
largest  casino  in  the  world. 

Trump  Plaza  Hotel  and  Casino 

The  world-class  Trump  Plaza  now  includes  the  unique  Trump  World's 
Fair  Casino,  featuring  magnificent  ocean  views  and  the  only  casino  directly 
accessible  from  the  Atlantic  City  Boardwalk.  The  Plaza's  1 ,404  guest  rooms 
include  a  variety  of  suites  and  supersuites,  all  with  breathtaking  ocean  or 
bay  views.  The  new  Trump  Plaza,  featuring  floor  after  floor  of  gaming 
action,  now  spans  one  quarter  mile  on  the  world-famous  Boardwalk. 


TRUMP 


Trump's  Castle 

The  beautiful  hotel  casino  with  the  adjacent  80-slip  Marina  features 
728  guest  rooms  including  60  Bay  Tower  suites  and  97  Crystal  Tower 
one-  and  two-bedroom  suites. 

Soon  to  be  renamed,  the  hotel  casino  will  add  a  40-story,  nautically- 
themed  tower  with  1 ,500  additional  guest  rooms,  including  suites  and 
mini-suites,  an  enclosed  pedestrian  walkway  between  the  hotel  casino 
and  the  Marina,  and  a  one-of-a-kind  430  foot  Trump  Yacht. 


The  290  foot  Trump  Casino  ship,  the  premier  gaming  ship  located  on 
over  88  fabulous  acres  just  south  of  Chicago  on  Lake  Michigan,  has  received 
an  overwhelming  reception  as  the  most  luxurious  gaming  ship  afloat. 
Gambling  Problem?  Call  1  -800-GAMBLER. 


e  people  in  the  Pyramid  are  working  for  you. 

been  spending  a  lot  of  time  thinking  about  your  financial  future,  5 
he.  The  Transamerica  companies  offer  life  insurance,  annuities 


ds,  reverse  mortgages,  consumer  loans  and  other  products  to  make  living  for  today  and  planning 
tomorrow  a  little  easier.  The  people  in  the  Pyramid  are  ready  to  help.  Transamerica 


www.transamenca.com 


er  Comments 


Thriving  Example 

Have  Michigan's  21  tax  cuts  [includ- 
ing a  capital  gains  tax  cut]  helped  or 
hurt  the  economy?  You  be  the  judge: 

■  For  three  years,  Michigan  has  led 
the  nation  in  wage  increases. 

■  For  die  past  two  years,  our  unem- 
ployment rate  has  been  consistently 
lower  than  the  nation's  for  the  first 
time  in  a  quarter  of  a  century. 

■  In  1995,  one  of  every  five  new 
manufacturing  jobs  in  America  was 
created  in  Michigan. 

■  Michigan  is  now  widely  acknowl- 
edged as  the  high-performance  heart 
of  America's  heartland. 

In  Michigan,  we  know  this:  Tax  cuts 
not  only  work;  they  work  wonders. 
-Governor  John  Engler 

(R-Mich.),  in  Hillsdale  College's 

Imprimis 

Painfully  True 

ccLf  this  money  just  .  .  .  disappears 
.  .  .  how  much  will  it  bother  you?" 
[I  asked  Mafia  don  Lorenzo  Ponti]. 

He  shrugged.  "It  would  be  a  loss. 
Not  something  that  couldn't  be  re- 
couped, of  course.  This  time  it 
would  be  quicker  to  accumulate." 

"What  makes  you  think  so?" 

He  said,  "This  world,  Mr.  Hammer. 
Look  at  it.  Every  city  is  full  of  violence, 
every  country  on  the  brink  of  war.  The 
people  are  so  wrapped  up  in  troubles 
that  they  turn  to  anything  we  want  to 
supply  them  with  to  keep  their  minds 
from  unwinding.  You  know  that.  The 


government  has  to  run  its  sting  oper- 
ation to  keep  its  members  in  line.  The 
police  and  politicians  go  down  the 
drain  when  corruption  pays  them  ten 
times  what  their  employers  do." 

He  was  right  on  the  mark. 
-Mickey  Spillane,  Black  Alley 

Precious  Freedom 

Religious  liberty  is  not  a  privilege 
to  be  granted  or  denied  by  an  all- 
powerful  State,  but  a  God-given 
human  right.  Religious  liberty  is  the 
bedrock  principle  that  animates  our 
republic  and  defines  us  as  a  people. 
It  is  [the]  responsibility  of  the  gov- 
ernment that  represents  us  to  do 
everything  [it]  can  to  secure  the 
blessings  of  religious  liberty  for  all 
those  suffering  from  religious  perse- 
cution. A  people  cannot  be  truly  free 
where  the  elemental  justice  of  reli- 
gious freedom  is  abridged  or  denied. 
-In  the  Lion's  Den,  a  Freedom  House 
publication,  edited  by  Nina  Shea 

Dream  House 

My  old  house  is  a  long  way  from 
where  I  now  live,  so  repair  work  moves 
in  fits  and  starts.  Lately,  I've  [been] 
carting  pieces  back  home  to  work  on. 

Sash  windows  are  perfect  candidates. 
It's  fairly  meticulous  benchwork — 
removing  fossilized  putty  and  broken 
glass,  then  rebuilding  split  parts — and  a 
bit  introspective.  As  the  scraper  lifts 
useless  paint  and  grey  wood,  it  releases 
a  whiff  of  the  still-bound  fiber  under- 
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'I  hope  that  isn't  real  fur." 


neath,  the  aroma  of  resiny  pine. 

Soon  I'll  be  looking  out  this  window 
at  a  hillside  of  apple  blossoms.  Winter  is 
a  time  for  planning  and  dreaming — 
after  all,  spring  is  just  around  the  corner. 
-Gordon  H.  Bock,  editor, 
Old-House  Journal 


Everywhere  I  go,  I'm  asked  if 
I  think  the  universities  stifle  writ- 
ers. My  opinion  is  that  they  don't 
stifle  enough  of  them. 

-Flannery  O'Connor  (1925-1964), 
American  novelist  and  storywriter 

Fiscal  Future 

Overwhelming  support  for  the 
balanced  budget  comes  at  a  time 
when  Americans  of  all  stripes  are 
prepared  to  share  in  the  short-term 
sacrifice.  This  idea  that  everyone 
should  give  up  something  now  for  a 
better  future  tomorrow  is  shared  by 
more  than  eight  in  ten  Americans. 

Across  the  country,  Anericans  [have 
declared]  willingness  to  give  up  specif- 
ic programs  that  benefit  them  person- 
ally, but  only  if  the  deficit  is  eliminated. 
When  we  ask  why,  the  answer  is  almost 
always  the  same:  the  next  generation. 
-Frank  Luntz,  The  Hill 

Real  Meaning  of  Christmas 

San  Francisco  has  a  winter  nip  year 
round.  But  at  Christmas,  it  never 
looks  like  the  holiday  cards.  So  in 
1980,  my  parents  decided  we  would 
have  a  white  Christmas  in  Lake  Tahoe. 

Our  first  clue  that  it  might  not  be  a 
white  Christmas  should  have  been 
that  we  [drove]  to  the  mountains 
without  once  turning  on  the  heat. 
But  not  to  worry,  we  thought.  A 
snowstorm  could  blow  in  any  minute. 

We  woke  up  Christmas  morning 
and  ripped  open  presents.  Then  we 
looked  out  the  window. 

No  snow.  Not  a  flake,  not  an  icicle. 

Still,  we  enjoyed  our  holiday.  But  our 
escapade  taught  us  a  valuable  lesson. 

It's  not  the  weather  that  makes 
the  holiday. 

It's  the  presents. 
-Charisse  Jones,  New  York  Times  M 
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9000  Aero 


Of  course  horsepower  is  just  half  the  story.  For  those  who  get  their  kicks  from  G-forces,  the  Saab  9000  Aero  boasts 
252  lb.  ft.  of  torque  at  1,800  rpm.  And  since  it  does  0-60  in  6.2  seconds,*  exhilaration  is  assured. 
No  wonder  David  E.  Davis,  Jr.,  of  Automobile  magazine  exclaimed,  "You  must  drive  this  car!" 

For  more  information  about  Saab,  call  I -800-582-SAAB,  Ext.  208.  www.saabusa.com 

•Cor  and  Driver,  7/93.  ••Automobile  magazine.  10/93.  ©1996  SAAB  CARS  USA.  INC 
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Every  LifeBook 
is  pre-ins  tailed 
with  powerful 
communication 
software. 


GUT 


Also  known  as : 

"the  big  decision  maker" 


Often  forced  to  make  decisions 
about  stuff  it  doesn't  understand 
(like  technology),  the  gut  is  much 
more  effective  when  it  has  some- 
thing solid  to  go  on. 
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EVERY  NOTEBOOK  COMES  WITH 
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(D  As  the  2ND  LARGEST  COMPUTER  maker  in  the  world 
we  know  how  to  satisfy  the  biggest  expectations. 
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24  hour,  7  day  a  week  PHONE  AND  WEB  access  is 
a  helpful  reminder  that  we're  here  to  serve  you. 


EXPAND  ALL  YOU  WANT.  We  carry  a  full  line  of 
notebooks  designed  to  be  modular  and  flexible. 


(<D  Substantial  SUPPORT  with  a  three-year  limited 
warranty  and  available  24  hour  replacement. 


ntroducing  the  LifeBook'  500  and  600  Series.  Notebooks  with  all  the  hi-tech  stuff 
you  need.  Ultra-fast  Intel  Pentium®  processors.  CD-ROM  drives.  Large,  crisp  screens. 
From  a  company  committed  to  giving  you  what  you  want.  Extraordinary  service  and 
support.  Sleek,  ergonomic  designs.  With  an  extra  serving  of  solid  dependability. 


The  LifeBook  600  Series 
is  the  ultra-portable, 
easily  expandable, 
multimedia  powerhouse 
business  travelers  have 
been  craving. 
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visit  www.fujitsu-pc.com  or  get  a  QuikFacts  fax  at  1-800-936-5209. 
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It  seems  a  sales  representative  from  MCI*  got  to  know  a  sales  representative  from  Systemhouse 

Limited  (SHL)  very  well.  They  kept  running  into  each  other  while  meeting  with  the  same  customers. 
Since  MCI  offered  telecommunication  solutions  and  SHL  was  the  standard  in  information 

technology,  an  idea  was  born.  The  salesmen  recognized  the  enormous  potential  to  their  customers 

if  the  two  companies  were  joined. 

Their  bold  idea  resulted  in  a  merger  and  the  creation  of  MCI  Systemhouse.5" 

livery  telecommunication,  information  technology,  and  ongoing  support  service  is  now  at 

your  fingertips.  With  a  single  phone  call  to  a  single  company.  Call  us  at  1-800-3.38-6815  or  log  on  to 

http://www.mcisystemhouse.com. 


MCI  Systemhouse 

Real  benefits  from  converging  technologiess 


1996  MCI  All  rights  reserved. 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


ELECTION  PROMISES 

It  is  always  best  to  wait  at  least  two  weeks  after  the  clam- 
or of  an  election  dies  away  to  report  impressions  gathered. 

First  is  that  a  conservative  tide  still  runs  strongly 
through  the  U.S.  electorate.  In  this  election  President 
Clinton  ran  on  vastly  different  and  far  more  conserva- 
tive themes  than  did  candidate  Clinton  four  years  ago. 
In  fact,  there  was  even  talk  of  naming  President 
Clinton  an  "Honorary  Republican"  because  he  had 
stolen  so  many  Republican  issues:  balancing  the  bud- 
get— "the  era  of  big  government  is  over,"  welfare 
reform  and  any  other  measure  likely  to 
attract  conservative  voters.  This  was 
obviously  good  politics,  but  the  test,  as 
always,  will  not  be  in  the  President's 
rhetoric  but  in  his  performance. 

It  is  disappointing,  but  not  surprising, 
that  within  a  week  of  his  victory,  Mr. 
Clinton  was  talking  about  being  able  to 
accept  a  balanced  budget  amendment — 
something  he  had  previously  fought — 
only  to  have  his  spokesmen,  led  by 
Treasury  Secretary  Robert  Rubin,  a  day 
later  rush  to  "clarify"  what  the  President 
had  meant.  The  clarification:  The 
President  is  still  strongly  opposed  to  a 
balanced  budget  amendment.  Thus  the 
picture  is  left  sufficiently  murky  as  to 
allow  both  conservative  and  liberal  wings 
of  the  Democratic  Party  to  take  some 
comfort.  The  business  community,  how- 
ever, cannot  do  so  because  there  is  little  certainty  that 
Mr.  Clinton  has  changed  sufficiently  to  support  policies 
that  will  genuinely  assure  economic  growth. 

Another  example  of  the  electorate's  conservative  bent 
is  that  Republicans  retained  control  of  Congress.  The 
final  results  will  probably  show  a  loss  of  8  to  10  seats 
from  the  236  GOP  House  members  seated  in  1994. 
This,  coupled  with  a  2-vote  gain  in  the  Senate,  bolstered 
the  already  economically  conservative  makeup  of 
Congress.  From  an  economic  perspective,  conservative 
means  Representatives  and  Senators  who  are  likely  to 
support  economic  growth  programs  such  as  a  balanced 
budget;  securing  across-the-board  tax  reductions,  specif- 
ically capital  gains  tax  cuts;  the  partial  privatization  of 
Social  Security  (allowing  future  beneficiaries  more  power 


Already  breaking  promises: 

President  Clinton  will  send 
Bosnia  more  U.S.  troops  than 
previously  publicized. 


over  the  investment  of  their  funds);  medical  savings 
accounts  and  other  measures  that  rely  on  the  private  sec- 
tor rather  than  on  government  action. 

The  new  Congress  should  also  be  far  more  receptive  to 
strengthening  defense,  forcing  the  President  to  carry  out 
what  he  signed  into  law  Feb.  10,  the  Ballistic  Missile  De- 
fense Act  of  1995.  It  is  to  be  hoped  that  the  new  Congress 
will  block  the  Administration's  efforts  to  comply  with 
Russia's  demands  that  the  only  kind  of  missile  defense  to 
be  permitted  will  be  basically  ineffective  systems. 

Equally  important  is  for  the  new  Senate 
to  block  any  particularly  unsuitable 
appointments,  such  as  many  Mr.  Clinton 
made  four  years  ago. 

The  other  side  of  the  coin  is  that  the 
Administration  could  block  by  veto  many 
of  the  conservative  initiatives  that  emerge 
from  the  new  Congress.  It  is  vital  that  the 
age-old  Washington  game  of  compro- 
mise and  "going  halfway,"  etc.,  not  result 
in  Congress'  permitting  the  Adminis- 
tration to  succeed  in  reversing  what  the 
voters  obviously  want:  strong  conserva- 
tive economic  policies  that  can  and  will 
(if  the  government  leaves  them  alone) 
produce  genuine  economic  growth  bene- 
fiting everyone. 

One  thing  Congress  should  insist  upon 
is  tar  more  restraint  on  the  Administra- 
tion's use  of  U.S.  troops  abroad  in  situa- 
tions where  our  national  interests  are  not  at  stake.  The 
force  sent  to  Bosnia  last  year  to  insure  the  execution  of  the 
Dayton  agreement  (which  gave  the  Serbian  aggressors 
everything  they  wanted)  will  now,  as  a  result  of  Mr. 
Clinton's  first  broken  promise  since  his  reelection,  become 
a  far  larger  and  more  permanent  part  of  the  dangerous 
landscape  of  Bosnia  than  we  were  told  before  the  election. 

Aid,  in  a  chilling  echo  of  the  past,  the  President  is  clear- 
ly willing  to  send  U.S.  forces  to  what  he  calls  a  limited  mis- 
sion into  the  seething  cauldron  of  Zaire.  Not  to  worry — 
our  troops  presumably  are  only  going  to  hold  the  airport 
and  a  nearby  corridor  to  enable  supplies  to  reach  the  peo- 
ple who  urgently  need  them.  But  remember,  all  we  were 
going  to  do  in  Lebanon  was  hold  the  Beirut  airport — and 
we  all  know  what  disaster  engulfed  us  there.  ■■ 
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Taste  the  warmth 

of  fine  cognac 
blended  with  the 
smooth  pleasure:  OF 

A  LEGENDARY  LIQUEUR. 


InHNbrHntnl  cTcbMLL 


EDITED  BY  NINA  MUNK  /  TO  SEE  A  WORLD  IN  A  GRAIN  OF  SAND 


Cufflinks  make  the  man 


BY  LUISA  KROLL 


Used  to  be 
cufflinks 
were  for 
formal 
occasions. 
Today  they're 
more  about 
sass  than  class. 


Poor  men.  Their  wardrobes 
are  so  dull.  Limited  colors. 
Except  for  socks  and  ties 
there's  not  much  they  can 
have  fun  with.  Any  man  who 
dares  sport  a  velvet  suit,  purple 
shoes  or — eeek! — an  ascot  will 
raise  eyebrows.  So  what's  a 
fella  with  a  little  imagination 
to  do?  Here  are  some  sugges- 
tions from  a  woman: 

Give  cuff  links  a  go.  Cuff 
links — the  crazier,  the  better — 
are  suddenly  the  rage.  My 
father,  an  otherwise  conserva- 
tive investment  banker  who 
has  worn  suits  for  years,  has 
taken  to  cuff  links  in  the  shape 
of  golf  bags  and  airplanes  (he 
works  on  airline  accounts).  My 
stockbroker  brother-in-law 
wears  miniature  faucets  cuff  links  to  show  his 
"sense  of  humor." 

Used  to  be  that  cuff  links  were  for  formal 
occasions.  Today  cufflinks  aren't  about  class, 
but  sass.  "Little  personal  statements"  is  how 
Eugene  Klompus,  founder  of  the  National 
Cuff  Link  Society,  explains  it.  His  five-year-old 
club  boasts  more  than  8,000  members.  Wacky 
cufflinks  are  a  way  to  shout,  "Look  at  me!" 
Besides,  they're  great  for  breaking  the  ice  with 
that  pillow-lipped  honey  at  the  bar. 

One  man  recently  asked  Asprey,  the  fancy 
British  jeweler,  to  make  cufflinks  out  of  his 


son's  kiddie  molars.  At  J.J.  Weston  &  Co.,  a 
Warwick,  R.I. -based  cufflink  manufacturer, 
cigar  links  and  old-fashioned  hot  and  cold 
faucets  now  account  for  nearly  two-thirds  of 
sales.  Sandra  Haas,  founder  of  C.J.  Haas  & 
Co.,  a  new  novelty  cufflink  mail-order  firm 
(800-603-0040),  sells  more  than  300  styles: 
martini  glasses  with  green  enamel  olives, 
laptop  computers,  compasses,  feet,  and  pho- 
tostones  of  the  New  York  skyline. 

Go  for  it,  guys!  Who  knows?  Maybe  some 
day  you'll  be  liberated  enough  to  have  as 
much  fun  dressing  as  women  do. 


Krispy  Kreme  and  the  cult  of  fat 


How,  in  an 
age  of  fat-free 
this  and  fat- 
free  that,  can 
a  doughnut 
sell  so  well? 


One  Sunday  I  wander  by 
the  brand-new  Krispy 
Kreme  outlet  in  Manhattan. 
There's  a  line  spilling  onto 
the  street.  When  I  make  it 
to  the  counter,  I  see  hun- 
dreds of  steaming  dough- 
nuts rolling  slowly  down  a 
conveyor  through  a  beauti- 
ful waterfall  of  white  glaze. 
I  pop  one  in  my  mouth. 
Warm,  soft,  sweet.  Sublime. 

But  my  Southern  friends 
and  colleagues  are  way  ahead 
of  me.  They  grew  up  on  this 
stuff.  "I  go  home  just  for  Krispy  Kreme," 
claims  one.  "Thank  the  Lord  they've  finally 
come  North,"  sings  another.  Back  at  the  Krispy 
Kreme  store  I  meet  Venetra  Roberson  hunched 
over  a  six-pack,  quietly  devouring  one  warm, 
gooey  glazed  doughnut  after  another.  As  a 


child  growing  up  in  Spartan- 
burg, S.C.,  she  went  with  her 
father,  a  preacher,  to  Krispy 
Kreme  every  Sunday  after 
church.  "There's  nothing  like 
'em  in  the  world,"  says 
Roberson. 

Based  in  Winston-Salem, 
N.C.,  Krispy  Kreme  has  been 
around  since  1937.  In  July 
1994  Krispy  Kreme  launched 
its  Yankee  invasion  with  a 
drive-through  shop  in  Indi- 
anapolis. On  opening  day  a 
line  of  cars  was  backed  up  six 
blocks.  Since  then,  privately  owned  Krispy 
Kreme  has  been  on  a  steady  march  north — lit- 
erally and  figuratively.  Sales  last  year:  $150  mil- 
lion, or  1  billion  doughnuts. 

How,  in  an  era  of  Olestra,  Weight  Watchers, 
fat-free  this  and  fat-free  that,  can  a  doughnut 
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hain  be  so  successful?  Alas.  Fact  is  that  the  fat- 
free  fad  is  just  that — a  fad.  Richard  Klein,  a  pro- 
fessor at  Cornell  University  and  author  of  the 
just-released  book  Eat  Fat,  pulls  up  the  latest 
government  statistics,  released  in  October, 
showing  that  for  the  first  time  overweight 
Americans  outnumber  normal-size  Americans. 
"We're  getting  fatter,  faster,"  says  he,  with 
obvious  glee.  Klein,  who  is  at  least  20  pounds 
overweight,  suggests  that  all  this  corpulence  is 
the  result  of  a  sort  of  fin  de  siecle  decadence. 
Back  in  the  1890s,  says  he,  hopes  and  fears 


about  the  new  century  gave  rise  to  the  so-called 
Banquet  Years.  President  Taft  weighed  over 
300  pounds  at  his  1909  inauguration.  Big 
stomachs  made  a  nice  background  for  those 
hefty  gold  watch  chains. 

Americans  spent  $33  billion  on  weight  loss 
last  year.  Might  have  made  us  feel  better,  but 
stomachs  and  behinds  continued  to  swell.  Sales 
of  supermarket  doughnuts,  according  to  Infor- 
mation Resources  Inc.,  have  risen  16%  in  four 
years.  Fat  is  here  to  stay.  (For  more  on  self- 
indulgence,  see  page  400.)  -N.M. 


My  apologies  to  Jason  Ghao  and  his  ilk 


BY  PETER  HEWCOMB 


A  few  issues  ago  I  whined  about  how 
today's  kids  have  lost  the  entrepreneurial 
spirit.  Snow  shoveling,  leaf  raking  and  deliv- 
ering newspapers  were  out.  ("Deliver  the 
paper?  No  way!  I'm  going  to  the  mall,"  Nov. 
18).  Boy,  did  I  get  into  a  hornet's  nest.  My 
phone  rang  right  off  the  hook  with  protests 
and  offers  of  juvenile  service. 

So,  last  weekend  I  accepted  the  services  of 
one  Jason  Chao,  a  high-schooler  who  lives  in 


the  neighboring  town  of  New  Providence, 
N.J.  Actually  booking  time  for  young  Jason 
proved  a  bit  difficult.  Between  his  commit- 
ments to  Eagle  Scouts,  selling  cheesecakes 
and  marching-band  practice,  we  finally  nailed 
down  a  time  when  he  could  make  it  over 
to  rake. 

My  lawn  looks  terrific.  And  my  lower  back 
is  already  looking  forward  to  a  less  strenuous 
winter  shoveling  snow.  Hi 


THE  FORBES  INDEX 


BY  RONALD  BOONE  JR. 


U.S.  wages  are  likely  to  rise 
3.4%  in  1996,  versus  2.8% 
last  year.  Peter  Jaquette, 
vice  president  at  the  WEFA 
Group  in  Eddystone,  Pa.,  is 
concerned  about  this  trend: 
"Without  some  other 
enhancement,  such  as  for- 
eign market  participation  or 
product  growth,  as  in  com- 
puters and  software,  corpo- 
rate profits  will  get  squeezed 
next  year."  (To  see  what  Wall 
Street  security  analysts  have 
to  say  about  the  1997  earn- 
ings prospects  for  405  com- 
panies, turn  to  page  356.) 
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Close-up  on  the  Forbes  Index 
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The  Forbes  Index  is  a  measure  of 
U  S  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit 
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"Evolution  has  helped  species  of  all  shapes  and 
sizes  advance.  Thanks  to  SAP,  we're  one  of  them." 


— Steve  Rees 
Systems  Manager 
Taronga  Park  Zoo 
Sydney,  Australia 


Companies,  just  like  animals, 
need  to  adapt  to  face  their 
challenges.  Because  we're  a 
nonprofit  organization  relying 
on  our  own  operating  revenue 
for  funding,  we  had  to  find 
a  way  to  get  more  from  our 
information. 

As  we  searched  for  an  afford 
able  ERP  package,  we  knew  that  even 
if  we  weren't  the  biggest  of  our  species, 
the  business  processes  we  face  could  be 
as  wild  and  untamed  as  any  Fortune 
500  company's. 

We  were  surprised  to  learn  that  29% 
of  SAP's  customers  were  medium-sized 
companies,  with  annual  revenues  under 
$200  million.  And  since  SAP  now  runs 
on  an  AS/400  platform,  we  decided  to 
give  it  a  go. 

After  just  six  months  of  implementation, 
we  were  able  to  identify  and  eliminate 


duplicate  processes  from 
purchasing  procedures,  saving 
L     over  $60,000  on  the 

purchasing,  freight  and 
cold  storage  of  the  fish 
we  feed  our  animals. 
And  that's  not  just 
a  one-time  highlight.  From 
human  resources  to  inventory 
to  visitor  services,  we're 
communicating  better  and 
working  more  efficiently. 
With  SAP,  we're  getting 
a  better  return  on  our 
information.  And  the  way 
our  company  has  evolved 
would  make  even  Darwin  proud. 


To  find  out  how  SAP  software  is  helping  more  than  6,000  businesses  do  business  better, 

call  1-800-283-1SAP,  or  visit  us  at  http://www.sap.com. 

A  Belter  Return  On  Information! 


All  SAP  references  herein  are  the  registered  or  unregistered  trademarks  of  SAP  AG.  All  other  products  or  companies  mentioned  in  this  advertisement 
may  be  the  registered  or  unregistered  trademarks  of  their  respective  companies  and  are  hereby  acknowledged.  ©  1996  SAP  America.  Inc. 


\E  BRAND  NEW  DEVILLE 

FOR  THE  TIME  OF  YOUR  LIFE. 


The  kids  have  grown.  Your  career  is  on  track.  It's  about  time  you 
recharged  your  batteries  in  something  comfortable.  Like  the  brand 

new  DeVille  Concours.  This  cadiiiac  gives  you  lots  of  room  to  stretch. 

Plus  things  that  set  your  mind  at  ease.  Like  new  Side  air  bags. 
StabiUTrak,  a  new.  world-class  suspension  system  that  uses  a  computer  to 
help  you  Stay  in  Control.  And  OnStar;  satellite  and  cellular  technology 


that  makes  sure  there's  always  somebody  around  to  look  OUt  for  you, 


whether  you  need  your  door  unlocked,  or  just  need  directions.  So  ched 


out  the  new  DeVille  with  the  Northstar  System.  And 

have  the  time  of  your  life.  After  all.  you  always  said 


the  best  was  yet  to  come. 


■  £ 


333-ACAD  or  visit  our  Web 
Wafldb'le  at  participating  C 


All  rights  reserved.  CADILLAC*  DEVILLE®  CONCOURS*  i  GM 
NORTHSTAR*  ONSTAR  sn  STABILITRAKth  I  \ — 


Richard  Heckmann  could  sell  ice 
to  Eskimos.  Look  at  the  great  job  he's  done  selling  water  to  investors. 

Waterfall 


By  Bernard  Condon 

"Water's  never  been  considered  a 
growth  business.  But  there  isn't  a 
better  story  on  the  planet  Earth." 

That  might  be  true  if  you  were 
dying  of  thirst  in  the  desert,  but  is  it 
true  for  investors? 

Richard  Heckmann,  52,  a  former 
stockbroker  with  Prudential  Securities 
and  a  former  bureaucrat  with  the 
Carter  Administration,  thinks  it  is 
true.  By  buying  companies  in  various 
aspects  of  the  water  business — filter- 
and  jetmakers,  water  treatment 
plants — he  has  built  a  water  conglom- 
erate. In  just  six  years  his  U.S.  Filter 
Co.  has  acquired  47  companies.  From 
$25  million  in  1990  its  revenues  have 
mushroomed  to  $2  billion.  The  stock 
has  done  very  well,  too,  rising  from 
pennies  a  share  to  $33,  or  57  times 
trailing  earnings,  and  its  market  cap  is 
$1.7  billion. 

Is  water  worth  57  times  earnings? 

Yes,  says  Heckmann.  The  story,  as 
he  sees  it,  is: 

Manufacturers  that  need  clean 
water — for  instance,  makers  of  semi- 
conductors, drugs  and  autos — are 
increasingly  turning  over  their  water 
purification  plants  to  private  hands. 
More  and  more  of  America's  cities 
and  towns  are  considering  privatizing 
their  water  utilities  and  wastewater 
plants  (Forbes,  Mar.  11).  Developing 
countries  will  need  to  spend  $600  bil- 


lion over  the  next  seven  years  to  avoid 
severe  water  shortages.  "By  the  year 
2020  water  will  be  the  big  story,  the 
biggest  problem,"  says  Heckmann. 
Competition?  Fifty  thousand  mostly 
small  operations  around  the  country. 

Heckmann  says  he  will  tap  all  the 
advantages  of  size.  He  will  use  the  280 
sales  and  distribution  offices  he's 
assembled  to  push  pumps  and  filters 
on  both  companies  and  municipalities, 
grabbing  market  share  from  those 
small  shops. 

Okay,  but  let's  look  at  the  record. 
U.S.  Filter's  return  on  capital  and 
return  on  equity,  based  on  operating 
income  for  the  latest  quarter,  are  each 
11%.  (Returns  on  capital  and  equity 
for  the  s&P  Industrials  are  15%  and 


US  Filter's 
Heckmann  has 
used  his  high- 
priced  stock  to 
make  high-priced 
deals— most 
water  equipment 
makers  go  for 
around  six  times 
operating  income. 
But  that  game 
may  soon  end. 


Heckmann 's  high-priced  deals 


Company  acquired 

Sales 
($mil) 

Operating 
income 
($mil) 

Purchase 
price 
($mil) 

Price/ 
operating 
income 

Davis  Water  &  Waste 

$226 

$11 

$115 

10 

United  Utilities* 

267 

13 

195  • 

15 

Utility  Supply  Group 

157 

5 

47 

9 

WaterPro  Supplies 

234 

6 

107 

18 

Wheelabrator  Technologiest 

452 

23 

365 

16 

Zimpro  Environmental 

29 

-5 

17 

Note:  Figures  for  sales  and  operating  income  are  for  the  year  through  March  'Process  divi- 
sion, expected  to  close  by  year-end.  Operating  income  before  $12  million  in  special  charges. 
tSystems  &  Manufacturing  Group,  expected  to  close  by  year-end. 
Sources:  US  Filter;  HBSC  Securities. 
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In  an  age  of  open  systems,  Mike  Bloomberg  only 
reluctantly  separates  his  data  from  his  terminals. 
Is  he  resisting  a  tidal  wave? 

Open -a  little 


16%,  respectively.)  A  growth  business? 

Remember,  too,  that  U.S.  Filter  has 
been  able  to  make  cheap  acquisitions 
because  its  stock  price  is  so  inflated. 
You  can  trace  it  by  looking  at  the 
growth  in  its  book  value  per  share.  In 
1991  book  value  was  98  cents  a  share. 
At  the  end  of  fiscal  1996  it  was  over 
$8.  Almost  all  of  the  gain  came  from 
financial  transactions  rather  than  from 
retained  earnings. 

Nor  is  Heckmann's  past  entirely 
reassuring.  In  1979  Heckmann  sur- 
prised residents  of  the  tiny  town  of 
Sun  Valley,  Idaho,  with  a  flood  of 
campaign  posters  urging  them  to  elect 
him  mayor.  He  won,  but  had  to  resign 
a  year  later  over  conflicts  of  interest  in 
his  ownership  of  Sun  Valley's  taxi  ser- 
vice and  a  hotel.  During  his  election 
campaign  he  had  exaggerated  a  three- 
month  program  at  the  Harvard  Busi- 
ness School,  leaving  the  impression 
that  he  had  a  full-fledged  M.B.A. 

"I  like  Dick  personally,  but  his 
enthusiasm  tends  to  outrun  his  skill 
level,"  says  Jack  Brown,  city  adminis- 
trator under  Heckmann.  "He's  a  great 
salesman,  a  great  marketer." 

Get  ready  for  a  demonstration  of 
those  skills.  This  month  Heckmann 
will  top  off  his  six-year  buying  spree 
with  a  secondary  offering  of  10  mil- 
lion shares  led  by  Donaldson,  Lufkin 
&  Jenrette  at  an  expected  $34  apiece. 
He'll  use  that  money  to  help  pay 
down  debt  incurred  in  his  latest  and 
biggest  acquisition  so  far,  a  Wheel - 
abrator  Technologies  subsidairy 
making  equipment  for  municipal 
water  and  wastewater  clients.  This  deal 
set  U.S.  Filter  back  $365  million.  For 
the  Wheelabrator  deal  Heckmann  paid 
a  stiff  16  times  operating  earnings. 

Right  behind  that  deal  is  another 
almost  as  big:  a  division  of  Britain's 
United  Utilities,  which  lost  $20  mil- 
lion last  year  on  $267  million  in  sales. 

As  long  as  he  can  pay  inflated  prices 
for  his  targets  by  selling  even  more 
heavily  inflated  stocks,  the  game  can 
go  on.  But  there  are  not  many  sizable 
equipment  makers  left.  Only  four  are 
above  $150  million  in  sales:  Ionics, 
Osmonics,  Culligan  and  Cuno.  Unless 
he  can  make  sizable  acquisitions  or  do 
a  better  job  of  improving  operations, 
he  will  have  trouble. 

You  can  admire  Richard  Heck- 
mann's gift  of  gab  without  falling 
for  it.  tm 


By  Zina  Moukheiber 

Michael  Bloomberg,  54,  took  the 
market-data  industry  by  storm.  The 
onetime  equity  trader  turned  media 
mogul  packed  his  Bloomberg  termi- 
nals with  useful  news  and  informa- 
tion about  bonds  and  equities  for 
traders  and  professional  investors. 

It  was  a  closed  system.  To  get  at  it, 
you  needed  to  lease  a  Bloomberg  ter- 
minal. Customers  kept  nudging 
Bloomberg  to  make  his  data  and  ana- 
lytics available  on  other  platforms, 
PCs  or  workstations,  where  they 
could  manipulate  the  numbers  any 
way  they  wanted. 

For  one  thing,  the  customers 
wanted  to  unclutter  their  desks — 
who  needed  yet  another  computer 
screen  to  take  up  space  and  require 
servicing?  Customers  also  wanted  the 
ability  to  mix  Bloomberg  data  with 
data  from  other  sources. 

No  way,  said  Mike  Bloomberg. 
You  want  my  system?  You  do  it  my 
way.  His  boxes  came  to  be  known  as 
"Bloombergs,"  and  he  clearly  loved 
the  idea  of  his  name  becoming  a 
generic  term  on  The  Street. 

His  rivals  went  a  different  direc- 
tion. Reuters,  Dow  Jones  Telerate 
and  Bridge  Information  Systems  tied 
their  fortunes  to  the  ubiquitous  PC, 
abandoning  proprietary  hardware 
years  ago.  They  offer  what's  called  a 
digital  feed,  which  allows  customers 
to  pick  and  choose  among  data. 

Bloomberg's  do-it-my-way  ap- 
proach didn't  seem  to  hurt.  From 
nothing  in  1981,  Bloomberg  L.P.'s 
revenues  swelled  to  $700  million  last 
year,  and  Forbes  estimates  that  it 
earned  around  $80  million. 

Bloomberg,  who  takes  pride  in  his 
abrasive,  confrontational  style,  angri- 
ly dismisses  talk  of  an  industrywide 
move  toward  open  architecture.  "I 
don't  use  a  spreadsheet;  I  don't  use  a 
word  processor.  I  don't  know  how  to 


use  either  one  of  them.  So  I  have  no 
need  for  an  open  system,"  he  blurts 
out,  insisting  that  his  customers 
don't  either. 

Not  all  his  customers  agree. 
And,  quietly,  Bloomberg  is  making 
concessions.  A  year  ago  he  began 
offering  something  called  Open 
Bloomberg.  It  funnels  data  from  the 
company's  computers  in  Princeton, 
N.J.,  New  York  or  London  to  a 
Bloomberg-controlled  server  at  a  cus- 
tomer's site.  That  server  then  distrib- 
utes the  data  to  a  desktop  running  a 
Windows  NT  or  a  Unix  operating 
system. 

No  concession  in  price,  though. 
The  price  per  desktop  is  the  same  as 
the  price  per  terminal:  $1,140  a 
month — take  it  or  leave  it.  And 
there's  still  some  Bloomberg  propri- 
etary hardware  involved:  Besides  the 
server,  there's  a  Bloomberg  keyboard 
fitted  with  color-coded  keys  and  an 
audio  system. 

So  how  open  is  the  Open 
Bloomberg?  Well,  not  a  whole  lot. 
Yes,  it  allows  the  user  to  download 
numbers  and  live  quotes  into  a 
Microsoft  Excel  spreadsheet,  or  a 
proprietary  application.  But  the 
Open  Bloomberg  is  not  a  digital  feed 
that  the  customer  can  integrate  and 
format  with  data  from  other  sources 
at  the  server  level. 

"The  Open  Bloomberg  is  a  mis- 
nomer," says  David  Leibowitz,  a 
senior  managing  director  and  head  of 
the  convertible  securities  department 
at  Bear,  Stearns,  who  uses  the  Open 
Bloomberg.  "He's  giving  you  incre- 
mental functionalities;  it's  not 
dramatic." 

The  new  system  is  not  an  unquali- 
fied success.  So  far,  only  25%  of  new 
orders  are  for  the  Open  Bloomberg. 
Merrill  Lynch,  which  owns  30%  of 
Bloomberg,  is  still  evaluating  it. 
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Mike  Bloomberg 
Keeping  his 
prized  analytics 
under  lock 
and  key. 


?  If 


Michael  Kaplan,  a  vice  president  of 
market  data  services  at  cs  First 
Boston,  says  it  might  be  costlier  than 
the  terminals  because  of  a  physical 
limitation:  At  present  every  two 
traders  share  a  standard  dual-screen 
Bloomberg  terminal.  The  service 
could  be  harder  for  two  people  to 
share  with  a  PC. 

So  Bloomberg  has  made  further 
concessions.  He  has  decided  to  sep- 
arate data  from  analytics — which 
were  previously  sold  strictly  as  a 
package — and  is  offering  data  only  in 
a  digital  feed.  Called  Data  License, 
and  introduced  in  September,  cus- 
tomers can  pay  according  to  how 
much  data  they  want.  The  price  thus 
varies  from  $1,200  to  $11  million  a 
year.  The  customer  will  be  able  to 
distribute  the  data  and  do  whatever 


he  pleases,  short  of  reselling  it. 

Making  the  transition  from  hard- 
ware to  software  is  tricky.  It's  much 
easier  to  control  data  in  a  proprietary 
terminal.  Bv  passing  on  that  control 
to  the  customer,  Bloomberg  runs  the 
risk  of  commoditizing  his  data.  Soon 
the  Internet  could  allow  customers  to 
purchase  data  straight  from  the 
source — and  cheaper. 

Bloomberg's  strength  has  been 
mainly  in  fixed  income  data, 
although  competitors  such  as 
Reuters  are  catching  up.  Its  news  ser- 
vice is  extensive  and  growing,  but  it 
must  compete  with  established  news 
vendors  like  Reuters  and  the  Associ- 
ated Press. 

Bloomberg  is  keeping  his  crown 
jewel,  the  analytics,  locked  up  in  his 
system.  Analytics  are  complex  calcu- 


lations that  traders  can  call  upon  to 
determine,  say,  the  relative  values  of 
securities.  You  won't  be  able  to 
download  them  on  the  Open 
Bloomberg. 

"We  don't  sell  tires;  we  sell  the 
whole  car,"  says  Louis  Eccleston, 
who  is  head  of  sales  at  Bloomberg. 
u[To  ask  for  the  analytics  only]  would 
be  no  different  than  going  to  a  car 
dealer  and  saying  it's  a  nice  car,  but  I 
only  need  the  tires.  That's  not  our 
business.  It  would  be  a  different 
product." 

Can  Bloomberg  resist  the  powerful 
trend  to  open  systems?  Can  he  con- 
tinue to  sell  his  data  at  premium 
prices?  Immensely  self-confident, 
Mike  Bloomberg  became  a  billionaire 
by  following  his  instincts.  Could  they 
be  playing  him  false  this  time?  Hi 
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The  company  whose  airliners  once  ruled  the  sky  looks  to  be 
headed  for  liquidation  unless  it  can  find  a  congenial  partner. 

McDonnell  Douglas' 
last  flight? 


By  Howard  Banks 


Harry  C.  Stonecipher,  first  nonfamily  chief  executive  of  McDonnell  Douglas 
I  thought:  I'm  never  going  to  have  this  thing  fixed  anytime  soon. 


Talk  about  gloom.  On  Oct.  25, 
McDonnell  Douglas  decided  it  could 
not  afford  to  go  ahead  with  its  pro- 
posed new  MD-XX  long-range  airlin- 
er. Then,  on  Nov.  16,  it  was  given  a 
peremptory  thumbs-down  by  the 
Defense  Department  in  the  contest  to 
build  the  Joint  Strike  Fighter,  poten- 
tially a  $200  billion  contract  over  the 
coming  20  years. 

After  canceling  the  MD-XX,  the  St. 
Louis-headquartered  company  was 


shut  out  of  large  new  orders  by 
USAir,  American  Airlines  and  Delta, 
three  longtime  operators  of  Douglas 
airliners.  This  is  a  sad  blow  for  Doug- 
las, whose  DC-3s,  DC-4s  and  DC-6s 
once  dominated  the  airways. 

The  shutout  on  the  fighter  contract 
was  the  more  humiliating  for 
McDonnell  Douglas  in  that  Boeing, 
one  of  the  winners,  hasn't  led  a  fight- 
er contract  since  the  1930s,  while 
fighters  were  once  McDonnell's  spe- 


cialty as  airliners  were  Douglas'. 
Lockheed  Martin  was  the  other 
winner. 

Despite  the  suddenness  of 
the  twin  blows,  the  problems  of 
this  $10  billion  (revenues) 
aerospace  company  had  been 
foreshadowed  by  its  over-cau- 
tious management  style.  Harry 
C.  Stonecipher,  60,  was 
brought  in  from  Sundstrand 
Corp  in  1994  to  be  chief  exec- 
utive, but  the  McDonnell 
family  still  dominates  the 
board — John  F.  McDonnell  is 
chairman  and  his  brother, 
James  S.  McDonnell  III,  is  a 
nonexecutive  director. 

The  McDonnells  have  been 
risk-averse,  reluctant  to  roll  for 
the  kind  of  money  it  takes  to 
stay  in  the  aerospace  game.  In 
1995  McDonnell  was  picked 
by  Scandinavia's  sas  to  supply 
its  new  MD-95.  But  the  air- 
line's   board    would  only 
approve  an  initial  order  for  35 
|H    and  that  was  not  enough  for 
McDonnell  Douglas'  board, 
fH    which  insisted  that  Stonecipher 
get  an  order  for  more  than  60 
planes  before  he  could  launch 
the  MD-95.  This  was  a  piece  of 
business    that    Boeing  and 
Airbus  were  ready  to  kill  for  and  were 
more  than  ready  to  put  up  the  risk 
money.  Boeing  cut  its  prices  into  the 
bone  and  won  the  order  for  its  737. 

Why  did  Stonecipher  deep-six  the 
MD-XX  project?  He  didn't  even  pose 
the  question  to  McDonnell's  cautious 
board  of  committing  the  $3  billion 
needed  to  launch  the  program. 
"Having  laid  £it  all  of  the  options," 
he  tells  Forbes,  "I  told  the  board  it 
was  not  a  good  business  decision  and 
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suggested  that  we  stop  the  program." 

It  was  a  stunning  reversal.  Just  six 
weeks  earlier  at  the  Farnborough  Air 
Show  in  Britain,  Stonecipher  told 
Forbes  there  was  "a  very,  very  high 
probability  the  MD  XX  will  go 
ahead."  What  changed  his  mind?  Two 
key  reviews  that  flopped  onto  Stoneci- 
pher's  desk  in  early  October. 

The  first  concerned  what  Stoneci- 
pher bluntly  calls  "the  stinking  pricing 
in  the  market."  The  world's  airlines 
are  in  revolt  over  aircraft  prices. 
Stonecipher's  surveys  of  aircraft  pric- 
ing suggested  that  aircraft  prices  will 


IVn  never  going  to  have  this  thing 
fixed  anytime  soon." 

The  things  that  needed  Stoneci- 
pher's fixing  far  antedated  his  coming 
to  the  company.  Industry  analyst  Ed 
Greenslet  in  his  November  Airjine 
Monitor  drew  a  contrast  between 
McDonnell  Douglas  and  Europe's 
Airbus  Industrie.  "The  difference," 
says  Greenslet,  "is  that  Airbus  was 
investing  heavily  in  new  programs 
while  Douglas  was  squeezing  its  exist- 
ing programs  as  much  as  it  could." 

Result:  Airbus  has  a  Boeing-style 
family  of  airliners  and  a  world  market 


be  soft  for  years  to  come  (see  chart). 

The  second  blow  to  the  MD-XX 
was  a  survey  showing  the  massive  cost 
of  overcoming  more  than  20  years  of 
investment  neglect  at  Douglas. 
Stonecipher:  "The  MD-XX  was  just 
one  item.  We  really  need  to  do  two 
more  planes  [to  replace  the  almost 
30-year-old  DC-9  design]  right 
behind  it,  and  spend  lots  updating  the 
Long  Beach  plant.  To  be  really  com- 
petitive would  cost  $15  billion  over 
ten  years.  At  the  profit  margins  I'm 
looking  at,  it  makes  no  sense." 

He  sat  down  to  review  these  stud- 
ies with  three  trusted  lieutenants: 
Michael  M.  Sears,  who  had  run  the 
F/A  18E  and  F  fighter  program  at  St. 
Louis,  and  in  the  spring  was  sent  to 
turn  Long  Beach  around;  and  the  two 
top  finance  people,  James  F.  Palmer 
from  St.  Louis  and  Michael  J.  Cave 
from  the  Long  Beach  operation. 

Recalls  Stonecipher:  "When  I 
walked  into  the  rooirl  and  looked  at 
the  numbers,  it  was  almost  as  though 
a  picture  came  into  focus.  I  thought: 


share  headed  for  50%.  McDonnell 
Douglas  has  less  than  a  10%  share. 

At  the  recent  annual  meeting  of  the 
International  Air  Transport  Associa- 
tion, there  was  open  jockeying  by  the 
top  salesmen  from  Airbus  and  Boeing 
to  persuade  airlines  using  the 
McDonnell  Douglas  MD-11  to 
replace  them  with  their  own  planes. 
The  salesmen  know  that  Federal 
Express  would  pick  any  of  these  MD- 
1  Is  as  air  freighters. 

Lack  of  investment  in  plant  and 
facilities  also  seems  to  have  played  a 
part  in  costing  McDonnell  Douglas 
a  place  in  the  final  shootout  for  the 
Pentagon's  $200  billion  fighter  con- 
tract. The  former  General  Dynamics 
plant  at  Fort  Worth,  Tex.,  now 
owned  and  used  by  Lockheed 
Martin  to  build  the  F-16,  has  been 
intensively  streamlined  to  cut  pro- 
duction costs. 

Boeing  brings  to  the  fighter  contest 
advanced  engineering  from  its  777 
development  program  and  also  com- 
posite materials  know-how.  Boeing 


also  acquired  Rockwell's  defense  and 
space  units  earlier  this  year  for  $3  bil- 
lion, which  brought  with  it  some 
advanced  fighter  aerodynamic  work 
through  the  experimental  X-31  pro- 
gram. Contrast  all  this  investment 
with  the  tightfistedness  at  McDon- 
nell, some  of  whose  fighter  plants  date 
back  to  World  War  II. 

Out-of-date  facilities  weren't 
McDonnell  Douglas'  only  handicap 
in  the  contest  for  the  fighter  contract. 
The  military  wanted  the  joint  strike 
fighter  to  be  a  single-engine  plane 
able  to  lift  off  vertically  and  to  use  its 
vectored  thrust  in  flight.  McDonnell 
proposed  a  twin-engine  design  using 
a  second  lift  engine.  "When  you  don't 
answer  the  exam  question,  you  get  an 
F,"  observes  one  Navy  aviator. 

Curtains  for  this  proud  company? 
Humiliation,  yes;  curtains,  not  yet. 
"We  have  over  $3  billion  in  the  bank 
and  the  30%  of  the  shares  held  by  the 
family  and  the  company  stock  option 
plan  make  us  takeover  proof,"  says 
Stonecipher. 

The  company  has  a  backlog  of 
some  $46  billion,  much  in  such  mili- 
tary programs  as  the  Air  Force's  C-17 
transport,  the  Navy's  F/A-18E  and  F 
and  the  Apache  helicopter. 

"Lots  of  people  will  come  a 
courtin',  "  says  Stonecipher. 

Who?  Back  in  1988  Airbus  made  a 
pitch  for  McDonnell  Douglas  to 
become  partners  in  a  whole  range  of 
civil  programs.  John  McDonnell  over- 
played his  hand,  refusing  to  give  up 
anything  of  his  company's  programs. 
The  deal  fell  through. 

Now  Airbus  Industrie  wants 
McDonnell  Douglas  to  become  a 
risk  sharing  partner  in  its  proposed 
A3XX,  570-seat  superjumbo.  Never, 
says  Stonecipher.  Taking  a  back  seat 
or  even  sharing  the  pilot's  seat  is 
unthinkable  to  these  proud  folk. 

Merger?  With  whom?  Boeing  has 
acquired  Rockwell,  and  Lockheed  and 
Martin  have  merged  to  become  an 
aerospace  giant.  There  are  few  attrac- 
tive aerospace  companies  still  avail- 
able. An  outside  possibility  is 
Northrop  Grumman. 

McDonnell  Douglas  will  either  have 
to  swallow  some  of  its  stubborn  pride 
or  face  slow  liquidation  as  its  current 
backlog  gets  worked  off — or,  in  the 
case  of  its  airliners,  vanishes  in  the 
wake  of  the  MD-XX  cancelation.  Bi 
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Are  women  worse  off  than  men? 

The  Glass  Floor 
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Heard  enough  about  the  "Glass  Ceiling" — the 
force  that  allegedly  prevents  women  from  occupying 
top  jobs?  Well,  how  about  the  "Glass  Floor" — the 
countervailing  force  that,  regardless  of  women's 
income,  seems  to  keep  their  share  of  total  wealth  up 
to — and  beyond — male  levels? 

The  Glass  Ceiling  myth  has  most  recently  been 
debunked  by  Diana  Furchtgott-Roth  and  Christine 
Stolba  in  their  fact-packed  study,  Women's  Figures:  The 
Economic  Progress  of  Women  in  America,  published  by 
the  Arlington,  Va. -based  Independent  Women's 
Forum  (800-224-6000)  and  the  Washington,  D.C.- 
based  American  Enterprise  Institute. 

Raw  data  are  often  cited  to  the  effect  that  women 
on  average  earn  72  cents  for  every  male  dollar. 
But  the  authors  show  this  is  misleading 
because  it's  not  corrected  for 


Ain't  seen  nothing? 

More  women  earn 
top  credentials. 


education,  experience,  part-  or  full-time  status  and 
other  demographic  and  job  characteristics.  When  the 
data  are  corrected,  the  wage  gap  is  smaller,  and  nar- 
rowing, especially  for  younger  women.  (See  chart 
above.) 

The  wage  gap  is  probably  about  to  close  further.  An 
extraordinary  increase  in  women  earning  Ph.D.s  and 
professional  degrees  is  now  hitting  the  workplace. 
(See  chart  below.) 

  40.7% 

Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 
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Sources:  U.S.  Department  of  Education;  National  Center  for  Educational  Statistics;  Integrated  Postsecondary  Education  Data  System  '■Completions"  surveys. 
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Mean  net  worth 
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Who  owns  what? 

Women  own  more  than  half 
the  country's  wealth— and 
women  heads  of  households, 
despite  the  welfare  mother 
stereotype,  do  quite  well  overall. 
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(Total  $1.7  trillion) 
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Source:  Bureau  of  Census,  1 993. 


And  any  remaining  gap  might  well  be  due  not  to  dis- 
crimination but  to  factors  like  motivation — such  as  a  per- 
haps sensible  refusal  to  place  work  above  personal  life. 

T  he  wage  gap,  however,  has  not  affected  women's 
share  in  aggregate  personal  net  worth — assets  minus  lia- 
bilities. (See  chart  above.)  Most  of  this  net  worth  is  held 
by  married  couples  and  hence  in  most  states  would  be 
divided  equally  in  a  divorce.  Female  heads  of  households 
own  less  wealth  than  male  heads  on  average.  But  because 
there  are  so  many  more  of  them,  their  total  ownership  is 
higher.  Overall,  women  owned  53%  of  total  net  worth, 
about  their  proportion  of  the  population. 

Among  the  3.4  million  Americans  that  the  Internal 


Revenue  Service  regards  as  the  top  "wealthholders" 
($600,000-plus  gross  assets  in  1989),  just  over  40%  are 
women.  But  their  average  net  worth  is  higher.  (See  chart 
below.) 

Plus  there  are  significant  differences  in  the  way  high- 
net- worth  men  and  women  deploy  their  wealth.  Women 
take  much  less  financial  risk.  And  men  are  much  more 
likely  to  have  equity  in  life  insurance  (2.5%  of  men's  total 
assets  versus  only  0.6%  for  women)  and  in  "other  assets" 
like  pension  and  annuities  ( 12.6%  versus  only  8.9%  for 
women).  Presumably  the  ultimate  beneficiaries  of  this  sort 
of  equity?  Their  spouses — women.  That  "Glass  Floor"  is 
already  in  place  to  (dare  we  say  it?)  protect  them.  Bl 
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$1.5  — 


12  I 


Top  women  wealthier 

Women  in  the  $600,000-plus  class 
average  more  than  men — and  the 
men  carry  more  life  insurance. 


$1.37  million 
(Total  $2.7  trillion) 


$1.45  million 
(Total  $2.1  trillion) 


0.9 


0.6  — 


0.3 


0.5 


■i  Males™ 

2  million 


1.0 


■  Females™ 

1.4  million 


1  I  I  I 

1.5  2.0  2.5  3.0  3.5 

Number  of  people  (millions) 

Source.  U.S.  Internal  Revenue  Service.  Statistics  of  Income  Bulletin.  Spring  1993. 
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50LUT- VODKA.  PRODUCT  OF  SWEDEN.  40  AND  50%  ALC/VOL  (80  AND  100  PROOF).  100%  GRAIN  NEUTRAL  SPIRITS.  ABSOLUT  COUNTRY  OF  SWEDEN  VODKA  &  LOGO,  ABSOLUT,  ABSOLUT  BOTTLE  DESIGN,  ABSOLUT 
.LIGRAPHY  AND  ABS0LUTV0DKA.COM  ARE  TRADEMARKS  OWNED  BY  V&S  VIN  &  SPRIT  AB.  ©1994  V&S  VIN  &  SPRIT  AB.  IMPORTED  8Y  THE  HOUSE  OF  SEAGRAM,  NEW  YORK,  NY.  PHOTOGRAPH  BY  STEVE  BRONSTEIN. 

.THOSE  WHO  APPRECIATE  QUALITY  ENJOY  IT  RESPONSIBLY. 


Here  are  some  more:  standard  dual  air  bags,  ABS,  Daytime  Running  Lamps,  child  security  rear  door  lock: 
and  (lower  window  lockout.  There  s  even  an  integrated  child  safety  seat  option.  Fact  is,  no  six-passenger 


Call  1-800-950-2438  or  visil  www.cKevrolet.com  'Excludes  olkei  CM  ,  !,„l-  OM  Cm  Hu,  LI,-        W,»,V  ■ 


Whid  do  you  want?  Cappuccino  and  30% 
Or  no  cappuccino  and  40%  off? 
Crown  Books  caters  to  the  iatter  crowd. 


off? 


By  Zina  Moukheiber 


>teve  Stevens,  chief  executive  of  Crown  Books 
His  customers  don't  come  to  sip  coffee. 


It's  rare,  indeed  almost  unheard  of 
in  these  days  of  Dow  6000,  to  find  a 
stock  selling  at  a  big  discount  from 
book  value.  Crown  Books  can  claim 
that  distinction — if  distinction  it  be. 
Behind  each  of  its  5.3  million  shares 
stands  almost  $6  in  cash,  close  to  $16 
in  book  value  and  virtually  no  debt. 
You  can  buy  the  stock  for  under  $11. 

Crown's  woes  are  well  known. 
Through  the  Dart  Group,  the  Haft 
family,  best  known  for  its  internal 
squabbles,  owns  51%  of  the  company. 
In  its  fiscal  year  ending  Feb.  3,  1996, 
Crown  earned  $3.7  million  on  sales 
of  $283  million. 

Crown's  stores 
tend  to  be  small  in  a 
day  when  super- 
stores are  the  fash- 
ion. They  average 
between  6,000  and 
10,000  square  feet, 
compared  with  the 
25,000  to  30,000 
square  feet  that  Bor- 
ders and  Barnes  & 
Noble  now  occupy. 

Steve  Stevens,  who 
was  formerly  in 
charge  of  merchan- 
dising at  Circuit 
City  Stores,  the  dis- 
count consumer 
electronics  chain,  is 
now  Crown's  chief 
executive.  Stevens, 
41,  is  spending  $8.5 
million  this  year  to 
close  old  stores  and 
to  open  bigger  new 
Super  Crowns  at 
15,000  square  feet. 
These  are  still  small- 
er than  rival  chain 
bookstores  but 
Stevens  has  fash- 
ioned a  strategy  that 
differentiates  them 
from  their  somewhat 
larger  competitors. 

One  of  the  first 
things  Stevens  did 
when  he  took  over 
was  to  conduct  a 
survey  of  close  to 
2,000  customers. 
What  do  they  look 
for  in  a  bookstore? 
He  found  that  low 
price  was  the  first 
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Now  men  wko  suffer  from 

frequent  nigkttime  urination  can... 


ee 


CARDURA*.  Tke  fast,  easy  treatment 
for  frequent  nigkttime  urination  due  to  BPH. 


Frequent  nighttime  urination  is  a  common  and  bothersome 
symptom  of  benign  prostatic  hyperplasia  (BPH),  a  noncancerous 
enlargement  of  the  prostate  gland  occurring  most  often  in  men 
over  the  age  of  50. 

Cardura  is  a  simple,  once-daily  tablet  that  quickly  relieves 
urination  problems  caused  by  BPH,  meaning  your  bladder  can 
empty  completely  and  you  won't  have  to  wake  up  as  often  at 
night  to  go  to  the  bathroom. 

Cardura  may  begin  to  improve  urinary  flow — day  and  night — in 
as  little  as  1  to  2  weeks. 

Cardura  is  available  only  by  prescription. 

So  ask  your  physician  if  Cardura  is  right  for  you — if  it  is,  your 
doctor  can  provide  you  with  a  trial  pack  to  get  you  started. 

Cardura  can  cause  a  sudden  drop  in  blood  pressure  at  the 
beginning  of  treatment  or  if  you  miss  doses  and  then  start 
taking  the  medication  again.  You  may  feel  dizzy,  faint,  or 
light-headed,  particularly  after  getting  up  from  a  chair  or  bed. 
Speak  to  your  doctor  about  oral  medications  like  Cardura 
and  other  treatment  options  for  BPH  such  as  regular 
monitoring  of  the  condition  or  surgery. 


ONCE-A-DAY  ^ 

CARDURA© 

(doxazosin  mesylate)' 


Scored  Tablets 
mg,  2  mg,  4  mg,  8  mg 


ease  see  im 


portaht  information  on  the  next 


?xt  page. 


Cardura.  Because  BPH  shouldn't  be  something  to  lose  sleep  over. 


C&RS3URA& 

(doxazosin  mesylatel^^'W  8ms 


PATIENT  INFORMATION  ABOUT  CARDURA® 
Generic  Name: 
doxazosin  mesylate 
FOR  BENIGN  PROSTATIC  HYPERPLASIA  (BPH) 


Read  this  information: 

•  before  you  start  taking  CARDURA" 

•  each  lime  you  get  a  new  prescription 

You  and  your  doctor  should  discuss  this  trealmenl  and  your 
BPH  symptoms  before  you  start  taking  CARDURA'*  and  at  your 
regular  checkups.  This  information  does  NOT  take  the  place  of 
discussions  with  your  doctor. 

CARDURA®  is  used  lo  treat  both  benign  prostatic  hyperplasia 
(BPH)  and  high  blood  pressure  (hypertension).  This  information 
describes  CARDURA"  as  treatment  for  BPH  (although  you  may  be 
taking  CARDURA®  for  both  your  BPH  and  high  blood  pressure). 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate  gland  This  gland  surrounds 
the  tube  that  drains  the  urine  from  the  bladder  The  symptoms  of 
BPH  can  be  caused  by  a  tensing  of  the  enlarged  muscle  in  the 
prostate  gland  which  blocks  the  passage  of  urine.  This  can  lead  to 
such  symptoms  as: 

•  a  weak  or  start-and-stop  stream  when  urinating 

•  a  feeling  that  the  bladder  is  not  completely  emptied  after 
urination 

•  a  delay  or  difficulty  in  the  beginning  of  urination 

•  a  need  to  urinate  often  during  the  day  and  especially  at  night 

•  a  feeling  thai  you  must  urinate  immediately. 

Treatment  Options  for  BPH 

The  four  main  treatment  options  for  BPH  are: 

•  If  you  are  not  bothered  by  your  symptoms,  you  and  your 
doctor  may  decide  on  a  program  of  "watchful  waiting."  It  is 
not  an  active  treatment  like  taking  medication  or  surgery  but 
involves  having  regular  checkups  to  see  if  your  condition  is 
getting  worse  or  causing  problems. 

•  Treatment  with  CARDURA1"  or  other  similar  drugs.  CARDURA* 
is  the  medication  your  doctor  has  prescribed  for  you.  See 
"What  CARDURA"'  Does,"  below. 

•  Treatment  with  the  medication  class  of  5-alpha  reductase 
inhibitors  (e.g.  Proscar*)  It  can  cause  the  prostate  to  shrink. 
It  may  take  6  months  or  more  for  the  full  benefit  of  finasteride 
to  be  seen. 

•  Various  surgical  procedures.  Your  doctor  can  describe  these 
procedures  to  you.  The  best  procedure  for  you  depends  on 
your  BPH  symptoms  and  medical  condition 

What  CARDURA"  Does 

CARDURA'  works  on  a  specific  type  of  muscle  found  in  the 
prostate,  causing  it  to  relax.  This  in  turn  decreases  the  pressure 
within  the  prostate,  thus  improving  the  flow  of  urine  and  your 
symptoms 

•  CARDURA®  helps  relieve  the  symptoms  of  BPH  ( weak  stream, 
start-and-stop  stream,  a  feeling  that  your  bladder  is  not  com- 
pletely empty,  delay  in  beginning  of  urination,  need  to 
urinate  often  during  the  day  and  especially  at  night,  and 
feeling  that  you  must  urinate  immediately)  It  does  not 
change  the  size  of  the  prostate.  The  prostate  may  continue  to 
grow,  however,  a  larger  prostate  is  not  necessarily  related  to 
more  symptoms  or  to  worse  symptoms  CARDURA®  can 
decrease  your  symptoms  and  improve  urinary  flow,  without 
decreasing  the  size  of  the  prostate 

•  If  CARDURA®  is  helping  you,  you  should  notice  an  effect 
within  1  to  2  weeks  after  you  start  your  medication  CARDURA® 
has  been  studied  in  over  900  patients  for  up  to 
2  years  and  the  drug  has  been  shown  to  continue  to  work 
during  long-term  treatment 

Even  though  you  take  CARDURA®  and  it  may  help  you, 
CARDURA®  may  not  prevent  the  need  for  surgery  in  the 
future. 

•  CARDURA®  does  not  affect  PSA  levels.  PSA  is  the 


abbreviation  for  Prostate  Specific  Antigen  Your  doctor  may 
have  done  a  blood  test  called  PSA  You  may  want  to  ask  your 
doctor  more  about  this  il  you  have  had  a  PSA  test  done. 

Other  Important  Facts 

•  You  should  see  an  improvement  of  your  symptoms  within 
1  to  2  weeks.  In  addition  to  your  other  regular  checkups  you 
will  need  to  continue  seeing  your  doctor  regularly  to  check 
your  progress  regarding  your  BPH  and  to  monitor  your 
blood  pressure. 

•  CARDURA"  (doxazosin  mesylate)  is  not  a  treatment  for 
prostate  cancer  Your  doctor  has  prescribed  CARDURA®  for 
your  BPH  and  not  for  prostate  cancer:  however,  a  man  can 
have  BPH  and  prostate  cancer  at  the  same  time.  Doctors 
usually  recommend  that  men  be  checked  for  prostate  cancer 
once  a  year  when  Ihey  turn  50  (or  40  il  a  family  member  has 
had  prostate  cancer).  A  higher  incidence  of  prostate  cancer 
has  been  noted  in  men  of  African-American  descent.  These 
checks  should  continue  even  if  you  are  taking  CARDURA '" 

How  To  Take  CARDURA®  and  What  You  Should 
Know  While  Taking  CARDURA®  for  BPH 

CARDURA®  Can  Cause  a  Sudden  Drop  in  Blood  Pressure 
After  the  VERY  FIRST  DOSE.  You  may  feel  dizzy,  faint  or 
"light-headed,"  especially  after  you  stand  up  from  a  lying  or 
sitting  position.  This  is  more  likely  to  occur  after  you've  taken  the 
first  few  doses  or  if  you  increase  your  dose,  but  can  occur  at  any 
time  while  you  are  taking  the  drug.  It  can  also  occur  il  you  stop 
taking  the  drug  and  then  restart  treatment.  If  you  feel  very  dizzy, 
laint  or  "light-headed"  you  should  contact  your  doctor.  Your 
doctor  will  discuss  with  you  how  often  you  need  to  visit  and  how 
often  your  blood  pressure  should  be  checked. 

Your  blood  pressure  should  be  checked  when  you  start  taking 
CARDURA"  even  if  you  do  not  have  high  blood  pressure 
(hypertension)  Your  doctor  will  discuss  with  you  the  details  of 
how  blood  pressure  is  measured 

Blood  Pressure  Measurement  Whatever  eguipmenl  is  used,  it 
is  usual  tor  your  blood  pressure  to  be  measured  in  the  following 
way:  measure  your  blood  pressure  after  lying  guietly  on  your  back 
for  five  minutes  Then,  after  standing  for  two  minutes  measure 
your  blood  pressure  again  Your  doctor  will  discuss  with  you  what 
other  times  during  the  day  your  blood  pressure  should  be  taken, 
such  as  two  to  six  hours  after  a  dose,  before  bedtime  or  after 
waking  up  in  the  morning  Note  that  moderate  to  high-intensity 
exercise  can,  over  a  period  of  lime,  lower  your  average  blood 
pressure. 

You  can  take  CARDURA*  either  in  the  morning  or  at  bedtime 
and  it  will  be  equally  effective.  If  you  take  CARDURA®  at  bedtime 
but  need  to  gel  up  from  bed  to  go  to  the  bathroom,  get  up  slowly 
and  cautiously  until  you  are  sure  how  Ihe  medication  affects  you. 
It  is  important  to  get  up  slowly  from  a  chair  or  bed  at  any  time 
until  you  learn  how  you  react  to  CARDURA.®  You  should  not  drive 
or  do  any  hazardous  tasks  until  you  are  used  to  the  effects  of  the 
medication.  If  you  begin  to  feel  dizzy,  sit  or  lie  down  until  you  feel 
better. 

•  You  will  start  with  a  1  mg  dose  of  CARDURA®  once  daily. 
Then  the  once  daily  dose  will  be  increased  as  your  body 
gets  used  to  the  effects  of  the  medication.  Follow  your 
doctor's  instructions  about  how  to  take  CARDURA.®  You 
must  take  it  every  day  at  the  dose  prescribed.  Talk  with  your 
doctor  if  you  don't  take  it  for  a  few  days  for  some  reason,  you 
may  then  need  to  restart  the  medication  at  a  1  mg  dose,  in- 
crease your  dose  gradually  and  again  be  cautious  about 
possible  dizziness.  Do  not  share  CARDURA®  with  anyone 
else,  it  was  prescribed  only  for  you. 

•  Other  side  effects  you  could  have  while  taking  CARDURA,® 
in  addition  lo  lowering  of  the  blood  pressure,  include  dizzi- 
ness, fatigue  (tiredness),  swelling  ol  the  feet  and  shortness 
of  breath.  Most  side  effects  are  mild  However,  you  should 
discuss  any  unexpected  effects  you  notice  with  your  doctor 

•  Keep  CARDURA®  and  all  medicines  out  of  the  reach  of 
children 

FOR  MORE  INFORMATION  ABOUT  CARDURA®  AND  BPH 
TALK  WITH  YOUR  DOCTOR,  NURSE,  PHARMACIST  OR 
OTHER  HEALTH  CARE  PROVIDER. 

PFIZER,  INC  70-5039-00-0 
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thing  on  their  list.  Coffee  shops,  as 
Barnes  &  Noble  and  Borders  are 
offering?  No.  CDs?  No.  Just  books, 
lots  of  them — and  price. 

So  that's  what  they  will  get  at 
Crown.  Competitors  have  more  titles 
than  Crown,  150,000  at  a  typical 
store  for  Barnes  &  Noble  and  Bor- 
ders as  opposed  to  85,000  at  Super 
Crown.  But  at  Crown,  recent  best- 
sellers, such  as  Tom  Clancy's  Execu- 
tive Orders  are  40%  off.  Barnes  & 
Noble  and  Borders  will  discount  only 
up  to  30%.  If  Crown  doesn't  stock 
what  you  want,  it  will  order  it — and 
still  give  you  a  handsome  discount. 

"We  decided  we  were  going  to  be 
a  bookstore,  not  a  coffee  shop  or  a 
music  store,"  says  Stevens.  "Anything 
I  add,  I  have  to  be  competitive  in." 

What  about  the  Internet?  Doesn't 
Stevens  run  the  risk  of  getting  his 
new  stores  built  and  his  new  strategy 
in  place  only  to  go  the  way  of  the 
buggy  whip? 

Stevens  is  well  aware  of  the  run- 
away success  of  Web  bookseller 
Amazon.com,  but  is  convinced  that 
book  buyers  like  to  browse,  which 
they  can't  do  in  cyberspace — not  yet 
anyhow.  The  Internet,  he  says,  will 
probably  hurt  the  mail-order  catalogs 
more  than  the  bookstores. 

Crown,  nevertheless,  is  experi- 
menting. It  launched  a  Web  site  six 
months  ago,  and  people  can  purchase 
some  titles  there. 

Internet  or  no,  people  are  buying  a 
lot  of  books.  Pundits  predict  that  the 
$12  billion  U.S.  book  retailing  indus- 
try will  grow  at  a  rate  of  4.5%  a  year. 
College  graduates  buy  more  books 
than  nongraduates  and  they  are 
becoming  a  larger  percentage  of  the 
population. 

Some  people  want  cappuccino  with 
their  book  browsing.  Others  want 
their  books  straight  and  at  low  prices. 
Stevens  is  betting  that  there  are 
enough  of  the  latter  to  make  his  strat- 
egy a  success.  He  may  well  be  right. 
At  rival  Borders,  same -store  sales  at 
the  superstores  were  up  9.5%  in  the 
first  half  of  this  fiscal  year,  and  up 
slightly  over  5%  at  Barnes  &  Noble. 
At  Crown  they  were  up  less  than  1% 
at  the  old  stores,  but  up  15%  at  the 
newer  superstores. 

As  more  big  Crowns  open  their  doors, 
Crown  may  cease  being  the  sick 
man  of  die  book  retailing  industry.  M 
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kon  N50  Kit 

gel  great  \ikwi  35mm  SI  Ji  photographs 
a  the  touch  of  a  button.  With  a  variety  <>l 
lc  Mode  Programs  (General  Purpose, 
fecape,  Pori riiii  &  Close-.l  fp)  this  is  the 
"step-up''  camera  lor  photographers  who 
I  have  been  intimidated  by  35mm  SLR 
igraphy.  Comes  with  Nikon  35-80  I) 
l  Lens,  deluxe  strap,  battery,  film. 


idler  $  :  niiiiiiil  i:  tun  D  rebat: 


ny  TRV21 

iv  slim  design,  weighing  under  2  His.,  vet 
amazing  features:  2..)"  Swivel-Screen 
ay  (see  yourself  while  taping).  Worry-Free 
rding  "  svsiem  (gel  •  >  In  s.  nl  recording 
1  tape/battery),  Precision  2-tx  Digital 
l.  SteadyShot®  Picture  Stabilization, 
al  Noise  Reduction,  and  more  lor  onlv 


mica  BM  630Z  Zoom 

revolutionary  new  generation  of  compact 
>ras  includes  such  innovative  features  as 
film  loading  (jusi  drop  it  in),  availability 
different  print  sizes  from  same  lilm 
idge.  Index  Print  feature  allows  sale  filing 
I  prints  (miniature  versions)  and  makes 
ring  reprints  painless,  its  well  as  the  red-eye 
ction,  30-60mm  focal  lengths  (2xZoom), 
t-view  Portrait  and  Inliniiv  modes. 


unsung 

axima  Zoom  90i 

ifnm  compact  with  built-in  28-90mm 
■r  zoom  that  allows  you  to  switeh  back 
forth  between  standard  35mm  and 
ped  panoramic.  Active  infrared  AF  with 
,  lin  k,  landscape  and  macro  modes, 
i-mode  electronic  zoom  Hash  with 
sye  reduction,  sell-timer  and  more! 


Ricoh  RDC-2 
Multimedia 
Digital  Camera 


Bring  images  to  life  b\ 
^  capturing  die  movement 
Sglj  and  sound  of  vour 

sulaeels.Cel  high  res 
Ullage*,  sharpness  iind 

HP"*   color  accuracy,  send 
talking  |  lict  m  i  s  i  iver  (he 
internet,  make  multimedia  presentations, 
in  ways  never  before  possible!  Moniior  included.  S(^Q(^ 


CAPTURE 

THE  SEASON'S 

MAGIC  MOMENTS 

Since  1898, 
we've  been 
bringing  you  the 
latest  technology  ■ 
in  photographic 
equipment.  Find 
everything  from 
the  hi  test 
Advanced  Photo 
System  cameras 
and  film  to  the 
most  innovative 
digital  camera 
equipment  at 
New  York  City's 
oldest  and  most 
trusted  camera 
store.  Call  us 
toll-free  or  visit 
our  New  )ork 
showroom. 
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Fuji  Endeavor 
300Zoom 

A  top-of-the-line  3x  zoom  camera  for  a  new 
age  of  photography — Advanced  Photo  System. 
Unbelievably  slim  with  zoom  range  from 
30-90mm  (equivalent  to  38-112mm  in  35mm 
format),  multi-programmed  Hash,  night 
portrait,  red-eve  reductions  &  flash  off  modes, 
auto  exposure,  autofocus  with  autofocus  lock, 
auto  film  speed  setting.  Uso  innovative  VPS 
features  like  drop-in  loading  and  3  print 
formats,  special  modes  lor  landscape  photo- 
graphy and  close-ups.  and  digital  possibilities. 


^320 


Contax  C2 


All  the  features  of  the  (A  phis  four  frames  per 
second  integrated  motor  drive,  top  shutter 
speed,  , if  up  to  1/1)000  sec..  \  synch  al  1/200 
sec.  iiu  extended  baseline  autofocus  s\slem 

and  six  awesome  Tail  Zeiss  I*  lenses.  Flash 
optional.  Carl  Zeiss  Planar  T*  45mm  12.0  lens 
-.««).  Contax  G2  Body. 

S-itr 


Minox  EC 
Spy  Camera 

W  hile  it  s  not  much  bigger  than  your  thumb 
and  weighs  in  ai  onl\  58g  (inclusive  ol  battery 
and  film),  ii  boasis  a  4  element  lens  that  can 
compete  w  ith  much  larger  cameras  (can  locus 
to  an  amazing  8").  Plus  auto  exposure. 
Manufactured  in  German) . 

s399 


Pentax  IQ  115m 

Features  35mm  ulna  compact  lull-llai  bod\ 
design,  a  powerful  38-115mm  zoom  lens, 
passive  5-point  autofocus  s\siem.  auto 
backlight  compensation,  auto  Hash  with 
red-eve  reduction,  mid-roll  panorama 
switching,  electronic  sell-timer  and  more! 

$269 


Rollei  Micron 

Thinnest  35mm  camera  available,  with 
built-in  Hash.  Weighs  pisi  5  oz.,  yet  retains 
all  the  critical  functions  you  need  to  take 
great  photos:  24mm  panorama  wide-angle 
lens  and  30mm  standard  lens.  High  quality 
German  optics.  Schneider-Kreuznach  lens. 

s329 
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l.{6  W.  32nd St.,  NYC   2 l2-.~>64- 1 ()()<)  ^  (across  from  Penn  Station) 
50  E.  42nd  St.,  NYC   2I2-6SI-7S44  (across  from  Grand  Central  Station) 

11  el)  site:  www.willoughbys.com  •  E-mail:  sales@willoughbys 
CORPOMTE  \CCOl  'NTS  WELCOME  -  please  contact.  Nathan  @  1-800-229-8999  •  Next  Day  shipping  available 

PHONE  ORDER  TOLL  FREE  1-800-378-1898 


The  other  is  information.  Because  no  trade  would 
ever  be  made  without  it.  And  helping  clients  manage 
information— not  just  process  it— is  what  Unisys  does 
best.  That's  why  Unisys  solutions  are  trusted  for  the  most 
demanding  jobs— like  trading  over  800  million  shares  in  a 


single  day.  Unisys  systems  support  500  transactions  a  sec- 
ond, transmitting  details  to  over  3,000  workstations.  And 
Unisys  is  behind  everything  from  managing  a  quotation 
database  to  maintaining  the  world's  first  "electronic  trading 
floor."  It's  all  part  of  information  management— our  way  of 


helping  you  use  information  as  an  asset  to  gain  competitive 
advantage.  Call  for  details  and  learn  what  clients  like  The 
Nasdaq  Stock  Market  learned.  When  it  takes  information  to 
run  your  business,  it  takes  Unisys  to  help  you  run  it  better. 

http://www.unisys.com  or  1-800-874-8647,  ext.  222 


UNiSYS 

When  information  is  everything. 


;DS( 


worship  never  hurt  Larry  Flynt's  Hustler  or 
Bob  Guccione's  Penthouse,  but  the  Internet  sure  has. 


sex 


By  Seth  Lubove 

The  attractive  young  woman 
removes  her  cheerleader's  top,  wrig- 
gling seductively  for  her  customer. 
She  removes  her  skirt,  and  then 
whatever's  left. 

A  live  strip  show?  Yes  and  no.  The 


action  is  taking  place  over  telephone 
lines  and  is  viewed  on  a  computer 
screen.  You  knew  there  was  sex  on 
the  Internet,  but  this  is  the  real  inter- 
active version,  the  power  to  com- 
mand a  real-time  performance  cus- 


tomized to  suit  your  private  fantasies. 
It's  like  phone  sex  with  pictures.  A 
customer  types  in  requests,  and  the 
woman  (or  guy)  in  a  San  Diego 
studio  responds — first  by  message 
("I've  been  so  lonely  in  this  little 
room  all  by  myself")  and  then, 
pulling  away  from  the  keyboard, 
doffing  her  clothes  before  a  closed- 
circuit  video  camera  that  feeds  the 
action  back  to  the  customer's  home 
computer. 

When  we  say  interactive  we  mean 
interactive.  One  can,  for  example,  ask 
one's  personal  stripper  to  remove  her 
(or  his)  shirt  and  dance  the  Macare- 


Virtual  Dreams'  Daniel  Guess  (left)  and  Thomas  Nyiri  with  friends  in  their  San  Diego  studio 
"What  would  I  really  like  to  see  on  my  computer?"  Nyiri  once  asked.  "Girls!" 
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.his  team 
uses  CTS  surgical 
instruments  to  operate 


urgeons  today  can  perform  a  minimally  invasive  coronary 
rtery  bypass  on  a  beating  heart  with  specialized  instruments 
lanufactured  by  CardioThoracic  Systems  (CTS).  This 
rocedure  is  safer  and  affords  patients  faster  recovery  time  than 
Dnventional  techniques.  When  CTS  needed  an  investment 
ank  to  lead  manage  its  initial  public  offering,  they  turned  to 
le  Life  Sciences  specialists  at  UBS  Securities.  Drawing  upon 


UBS  team  took 
CTS  public 
with  surgical 


an  established  track  record  in  the  health  care  market,  the  UBS 
team  immediately  understood  the  promise  of  this  new 
technology.  This  enabled  them  to  better  position  CTS  to 
potential  investors.  UBS'  life  sciences  expertise,  combined 
with  global  financial  capabilities,  resulted  in  an  IPO  that 
raised  $90  million  in  a  heartbeat.  If  your  business  can  use 
this  kind  of  financial  precision,  put  UBS  on  your  team. 


precision. 


Union  Bank 
of  Switzerland 


BS  Securities  LLC  is  a  wholly  owned  subsidiary  of  Union  Bank  of  Switzerland.  299  Park  Avenue.  New  York,  NY  10171  Telephone:  (212)821-3000. 
ther  offices  of  Union  Bank  of  Switzerland  and  its  affiliates  in  North  America:  Chicago,  Houston,  Los  Angeles.  San  Francisco,  Toronto,  Montreal 


na.  Cost  of  this  cyber  peep  show: 
?  a  minute  (less  to  watch  men) 
i  your  Visa,  MasterCard  or 
lerican  Express.  The  average  call 
lasts  12  minutes  but  some  customers 
run  up  tabs  of  several  hundred  dol- 
lars. Voyeurs  can  tune  into  other  cus- 
tomers' fantasies  for  as  little  as  $2.99 
a  minute. 

The  company  that  runs  the  service, 
Virtual  Dreams,  can  barely  keep  up 
with  demand.  It  claims  to  be  grossing 
close  to  $1  million  a  month;  operat- 
ing expenses  probably  eat  up  less  than 
half  that.  Virtual  Dreams  is  building 
a  30,000-square-foot  studio  and 
office  in  Las  Vegas  that's  more  than 
double  the  size  of  its  existing  loca- 
tion. It's  also  setting  up  deals  with 
independent  studios  in  such  places  as 
Amsterdam,  Sweden  and  London  to 
create  a  sort  of  global  network  of 
interactive  strip  shows. 

The  entrepreneur  here  is  a  pudgy, 
bespectacled  computer  technician 
and  University  of  Southern  California 
dropout  named  Thomas  Nyiri.  One 
late  night  in  1994  Nyiri  and  his 
former  partner  were  having  dinner 
and  complaining  about  their  jobs. 
Nyiri  knew  that  there  was  money  to 
be  made  by  sending  things  over  the 
Internet  to  people's  computers,  but 
he  didn't  know  what.  "What  would  I 
really  like  to  see  on  my  computer?" 
Nyiri  remembers  asking  his  former 
partner  (who  cashed  out  of  the  busi- 
ness early).  "Girls!"  they  both 
exclaimed  at  once.  They  even  came 
up  with  a  name  for  their  E-sex  ser- 
vice: "The  Boob  Tube." 

Nyiri  thought  of  adapting  AT&T's 
videophone  technology,  but  discard- 
ed the  idea  because  it  would  have 
limited  his  potential  customer  base  to 
people  who  owned  a  videophone  or 
could  rent  one.  He  heard  about  a 
small  software  company,  MRA  Inc., 
that  had  developed  a  program  that 
allowed  businesses  to  exchange  live 
images  and  documents  over  their 
computer  modems.  Customers  could 
simply  download  the  software  once 
from  Virtual  Dreams'  Internet  site. 

Borrowing  $25,000  from  his 
mother  and  some  friends,  Nyiri 
bought  a  new  computer  and  modem 
and  licensed  mra's  software.  He  hired 
a  couple  of  girls  and  hit  the  Internet 
in  November  1994.  With  free  public- 
ity from  the  usual  circuit  of  trash  talk 


shows,  Nyiri  was  soon  pulling  in 
$28,000  a  month.  But  his  technolo- 
gy license  from  MRA  cost  $10,000  a 
month,  while  his  girls  cost  $400  a 
day,  each.  "We  were  starting  to 
wonder,  is  the  market  not  there?" 
Nyiri  recalls. 

Enter  Edward  Kinsley  and  Daniel 
Guess,  veterans  of  the  phone-sex 
industry.  Kinsley  owns  Telecharge 
Audio  Network,  one  of  the  top  three 
phone-sex  service  bureaus,  while 
Guess  ran  a  smaller  such  operation 
based  in  Las  Vegas.  Kinsley  and 
Guess  bought  out  Nyiri  last  April  but 
kept  him  on  the  payroll  as  Virtual 
Dreams'  head  of  technology. 

Kinsley  and  Guess  saw  that  the  way 
to  build  the  volume  of  telephone  calls 
to  Virtual  Dreams'  switchboard  was 

Virtual  Dreams'  Web  site? 
Sorry,  we  won't  tell 
you.  Damned  if 
we're  going  to 
encourage  the  stuff. 

to  sign  up  distributors  around  the 
country.  Here's  how  it  works:  A  dis- 
tributor in,  say,  Denver  pays  Virtual 
Dreams  $3,000.  In  return  Virtual 
Dreams  helps  create  an  Internet  sex 
Web  site  for  the  distributor,  who  then 
markets  the  service  in  his  local  area. 
Denver  customers  may  think  they're 
watching  local  talent — in  fact  their 
calls  are  automatically  routed  to  Vir- 
tual Dreams'  switchboard/studio  in 
San  Diego.  Virtual  Dreams'  big  com- 
puters take  care  of  all  the  billing  and 
cut  the  local  distributor  in  for  up  to 
30%  of  the  $5.99-a-minute  telephone 
traffic  he  generates. 

Typical  of  Virtual  Dreams'  distrib- 
utors is  Samuel  Monteleone,  a 
$25,000-a-year  firefighter  in  Kansas 
City  who  markets  the  service  under 
the  name  "VR  Sex  Live."  With  his 
girlfriend  acting  as  his  secretary, 
Monteleone  says  gross  sales  on  his 
Web  page  have  been  averaging 
$30,000  a  month,  of  which  he  gets 
around  $10,000.  He  spends  only 
$2,000  of  it  on  advertising.  "I  never 
dreamed  I'd  be  making  this  much 
money  at  24,"  says  Monteleone. 

In  the  past  seven  months  Kinsley 


and  Guess  have  signed  up  more  than 
150  local  distributors  who  operate 
more  than  500  Web  pages.  As  tele- 
phone traffic  poured  in,  they 
increased  their  headcount  of  girls 
from  10  to  more  than  60  (plus  20 
guy  strippers)  and  expanded  from 
four  studio  booths  to  17.  With  a 
large  number  of  calls  arriving  from 
Europe  and  Asia,  the  operation  now 
runs  24  hours  a  day. 

Nyiri  next  plans  to  use  Virtual 
Dreams'  technology  to  launch  an 
interactive,  on-line  dating  service. 

The  big  losers  here?  The  old  line 
girlie  magazines.  Virtual  Dreams  is 
one  big  reason  why  Larry  Flynt's 
Hustler  and  Bob  Guccione's  Pent- 
house have  been  losing  circulation.  "If 
you  ever  cruise  the  Net  and  see 
everything  that's  available,  it's  glut- 
ted [with  sleaze],"  wheezes  the 
wheelchair-bound  Flynt  from  across 
his  expansive  desk  in  the  building  he 
owns  in  Beverly  Hills.  "It's  a  night- 
mare out  there.  This  has  to  be  affect- 
ing the  revenues  of  people  like 
myself." 

Guccione's  Penthouse  will  soon 
offer  a  virtual  strip  show  service  on  its 
Web  site,  but  as  a  distributor,  not  a 
producer:  Customers  will  actually  be 
watching  a  live  feed  from  Virtual 
Dreams'  studios.  Hustler's  Web  page 
uses  a  competing  virtual  strip  service 
run  out  of  San  Francisco. 

Playboy?  It  had  a  deal  to  offer  Vir- 
tual Dreams'  service,  but  dropped  it. 
Too  racy,  says  Guess. 

Say  this  for  Virtual  Dreams:  It  is 
further  blurring  the  line  between  TV 
and  computer.  Sex  helped  launch  the 
videocassette  industry,  but  today  it 
represents  only  a  small  part  of  the 
volume.  So  sex  may  speed  the  day 
when  most  households  get  interactive 
entertainment  via  computer.  "I 
would  say  they  [Virtual  Dreams]  have 
the  best  compression  technology  I've 
seen,"  rhapsodizes  Richard  Cornejo, 
whose  Charter  Pacific  Bank  of 
Agoura  Hills,  Calif,  controls  credit 
card  fraud  for  much  of  the  phone-sex 
industry.  "The  clarity,  the  trueness  to 
life,  the  frame  sequence  in  which  the 
performer  operates — it's  almost  to 
where  you're  watching  a  television 
screen." 

Web  site?  Sorry,  we  won't  tell  you. 
Damned  if  we're  going  to  encourage 
the  stuff. 
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38  awards  are  positive. 


HANSON 
1995 

EP  1080- 
EP  2050  - 
EP  4050  - 
EP  2152- 
£P  3050  - 
EP2l30- 
EP  6000  - 
EP  9760  - 
1996 

EP  4050  - 
EP  1080  - 
EP  2050  - 
EP  3050  - 
EP  6000  - 


S  GUIDELINES 


Best  Buy/ 
Best  Buy/ 
Best  Buy/ 
Best  Buy/ 
Best  Buy/ 
Best  Buy/ 
Best  Buy/ 
Best  Buy/ 


Gold  Medal 
Gold  Medal 
Gold  Medal 
Silver  Medal 
Silver  Medal 
Bronze  Medal 
Bronze  Medal 
Bronze  Medal 


BUYER'S 
1995 

EP2050- 
EP  2152- 
EP  3050  - 
EP  1080- 
1996 

EP  2050  - 
EP  3050  - 
EP  1080  - 


Pick  of  the  Year 
Pick  of  the  Year 
Pick  of  the  Year 
Pick  of  the  Year 

Pick  of  the  Year 
Pick  of  the  Year 
Pick  of  the  Year 


Best  Buy  /Gold  Medal 
Best  Buy  / Silver  Medal 
Best  Buy  /  Silver  Medal 
Best  Buy/ Silver  Medal 
Best  Buy  /  Bronze  Medal 


BUSINESS 
CONSUMER  GUIDE 
1995 

EP  2050  -  Recommended* 
EP  2130  -  Recommended* 
EP  2152  -  Recommended* 
EP  4050  -  Recommended* 
1996 

EP  2152  -  Recommended* 
EP  3050  -  Recommended* 
EP  4050  -  Recommended* 
EP  6000  -  Recommended* 
EP  8010  -  Recommended* 

'For  a  free  copy  of  the  full  report 
call  1-800-843-8100 


BETTER  BUYS 
FOR  BUSINESS 
1995 

EP  1080-  Editor's 
EP  2130 -Editor's 
EP  2152 -Editor's 
EP  3050  -  Editor's 
EP  4050  -  Editor's 
EP  6000  -  Editor's 
EP  9760  -  Editor's 
1996 

EP  1080-  Editor's 
EP  3050  -  Editor's 
EP  8010 -Editor's 


Choice 
Choice 
Choice 
Choice 
Choice 
Choice 
Choice 

Choice 
Choice 
Choice 


©1996  MINOLTA  CORPORATION 


350>  000  copier  sales  are 
proof  positive! 


Why  did  one  copier  line 
win  38  awards 
in  the  past  two  years? 

Sell  350,000  units 
in  the  past  five  years? 
And  enjoy  a  sales  increase 
3  times  better  than 
the  industry  average  in  one  year? 

Why? 

Because  not  all  copiers  are  Minolta 
Call  1-800-9-MINOLTA 
www.minoltausa.com 


Copiers 
Cameras 
Faxes 
Digital  Systems 
Document  Imaging 
Camcorders 
Binoculars 
Color  Sensors 

Only  from  the  mind 
of  Minolta 


BECAUSE  NOT  ALL  COPIERS  ARE  MINOLTA! 


The  Cif  izen  Fall  Collection  can  be  seen  at  these  extraordinary  jewelers. 


ALL  LOCATIONS 

A.  HIRSH  &  SON  JEWELERS  •  BEST  OF  TIMES  •  CRESCENT  JEWELERS  •  DANIEL'S  JEWELERS  •  DON  ROBERTO  JEWELERS 
ON'S  JEWELERS  •  FRED  MEYER  JEWELERS  •  GORDON'S  JEWELERS  •  GOTTSCHALKS  •  GUADALAJARA  JEWELERS  •  HARRY  RITCHIE  JEWELERS 
HATFIELD  JEWELERS  •  HELZBERG  DIAMONDS  •  HUDSON  GOODMAN  JEWELERS  •  J.  BURTON  JEWELERS  •  JC  PENNEY  •  KAY  JEWELERS 
MACY'S  •  MERKSAMERJEWELERS  •  MONTGOMERY  WARD  •  MORGAN  JEWELERS  •  ROBINSONS  MAY  •  SAMUELS  JEWELERS  •  SEARS 
SERVICE  MERCHANDISE  •  THE  RINGMAKER  •  WEISFIELD  JEWELERS  •  ZALES  JEWELERS 


CALIFORNIA 

ARCADIA 
Total  Time 

400  S  Baldwin  Ave 
818-447-3656 

ARTESIA 

High-Glow  Jewelers 

18618  Pioneer  Blvd 
310-402-0112 

Shehrazad's  Watch  Palace 

18500 'A' S  Pioneer  Blvd 
310-865-4239 

BAKFRSFIELP 
Knight  Jewelers 

8200  Stockdale  Hwy 
805-397-5070 

BALDWIN  PARK 
Don  Luis  Jewelers 

41  38  N  Maine  Ave 
818-337-8807 

BEVERLY  HILLS 
14  Karat 

114  S  Beverly  Dr 
310-551-1212 

BURBANK 
Gateway  Watch's 

Media  City  Ctr 
818-559-9557 

Kessler  Jewelers 

3 1  3  N  San  Fernando 
818  954-8884 

Media  Time 

201  E  Magnolia 
818-567-1086 

CALEXICO 
Calexico  Jewelry 

1 12  E  2nd  St 
619-357-1477 

CANOGA  PARK 
Mall  Time 

Topanga  Plaza 
818-347-4275 

Marvin  Dash  &  Co. 

Topanga  Plaza 
818-888-8304 

CARLSBAD 
Watch  Zone 

2525  ElCimmoReal  «9022 
619-730-0847 

CARSON 
Tic  Time 

S  Bay  Pavillion  At  Carson 
310-327-7810 

CHULA  VISTA 
Diamonds  Jewelers 

374  E  H  St 

619-427-2500 

Gold  Treasures 

555  Broadway  Ave 
619-425-4653 

Palomar  Jewelers 

664  Palomar  St 
619-585-8581 

COMMERCE 
Prime  Time 

100  Citadel  Dr«178 
213-724-1020 

COSTA  MESA 
A&Z  Jewelry 

488  E  1 7th  St 
714-642-7828 

Time  Zone 

2801  Harbor  Blvd 
714-850-0223 

Watch  Connection 

3033  Brisrol  St 
714-452-8200 


DELANO 
Jane's  Jewelers 

1031  Main  St 
805-725-2460 

D1NUBA 

Mario's  Fine  Jewelry 

2168  El  Monte 
209-595-0234 

DOWNEY 

World  Time  Center 

185  Stonewtxxl  Mall 
310-904-1127 

EL  CENTRO 
Jewel  Box 

559  W  Main  St 
619-3531919 

Tuckers  Jewelers 

1070  N  Imperial  Ave 
619-353  6448 

FRESNO 

Del  Sol  Jewelers 

1  101  Fulron  Mall 
209-442-8901 

FULLERTON 
Acropolis  Watches 

1620  S  Harbor  Blvd  A- 3 
818-547-9956 

GLENDALE 
Keeping  Time 

Glendale  Galleria 
818-551-9978 

GRASS  VALLEY 
Swarthout's  Stucki  Jlrs 

148  Mill  St 

916-272-1266 

HAWTHORNE 
Michael's  Jewelers 

Hawthorne  Plaza  Mall 
310-675-1116 

HEMET 

D'Roberts  Jewelers 

1 382  E  Florida  Ave 
909-929-2247 

HERMOSA  BEACH  • 
Watch  &  Jewelry  Center 

1 200  Pacific  Coast  Hwy 
310-318-1998 

HUNTINGTON  BEACH 
Time  Center 

9940  Adam-  Ave 
714-962  6220 

INDIO 

Joyeria  Prizma 

Indio  Mall 
619-347-6427 

LA  MESA 

Blumenthal's  Jewelers 

8353  La  Mesa  Blvd 
619-463-8663 

LAGUNA  HILLS 
Watch  Plus 

24155  Lacuna  Hill  Mall 
714-458-1962 

Watch  Plus 

2421  1  Laguna  Hills  Mall 
714-583-9282 

LAKE  FOREST 

1 4K  Jewelry  Mart  Exch 

23704  El  Toro  Rd  *6 
714-588-9810 

Watch  Tech 

23647  El  ToroRd 
714-859-4411 

LAKEWOOD 

Michael's  Jewelers 

9 1  Lakewood  (  enter  Mall 
510-602-2125 


Total  Time 

1 75  Lakewood  Ctr  Mall 
310-634-2744 

LONG  BEACH 
Anthony  Jewelers 

335  Lone  Beach  Plaza 
310-437-1871 

Star  Time 

5597  E  7th  St 
310  494-6700 

LOS  ANGELES 
Belgravia  Collection 

8522  Beverly  Blvd 
310-652-5218 

Feldmar  Watch  Co. 

900  Pico  Blvd 
213-272-1  196 

Heang  Yu  Heng  Jewelry 

818  N  Broadway  #113-B 
213-617-7782 

Hollywood  Camera 

o776  Hollywood  Blvd 
21  3-957-9759 

Hudsons  Jewelers 

717  S  Broadway 
213-627-7823 

Kevin  Jewelers 

550  S  Hill  St.  Ste  1344 

213-622-8900 

Leroy's  Siltons  Jewelers 

701  S  Broadway 
213-624-1821 

Lords  Jewelers 

1610  Sunset  Blvd 
213-250-2891 

Michael's  Jewelers 

3650  Martin  Luther  King  Jr 

213-295-0917 

Swiss  American  Jewelers 

4776  Whittier  Blvd 

213-269-0561 

Time  Island 

4001  FWilslnre  Blvd 
213-384-7712 

LOS  GATOS 
Yellow  Brick  Road 

17  N  Santa  Cruz  Ave 
408-395-9225 

MADERA 
Arthur's  Boutique 

208  E  Yosemite 
209-675-9984 

MARINA  DEL  RAY 
Marina  Bay  Watch  Co. 

1  3455  Maxella  Ave.  Ste  226A 
310-574-8777 

MODESTO 
Topper's  Jewelers 

31  5  Vintage  F.ure  Mall 
209-527-4822 

MONTCLAIR 
Time  Center 

2153  Montclair  Plaza  Mall 
909-621-1552 

MONTEBELLO 
Time  Center 

2 1  74  Montebello  Town  Ctr 
21  3-721-0721 

MORGAN  HILL 
South  Valley  Jewelers 

16965  C  Monterey  Rd 
408-779-6764 

NEWPORT  BEACH 
Time  Center 

4678  C  Campus  Dr 
714-962-6220 


NORTH  R11X  IF 
McClave  Jewelers 

Northridge  Fashion  Sq 
818-998-0118 

On  Time 

Northridge  Fashion  Sq 
818-701-9730 

Pauls  Watch 

19711  Nordhoff  Blvd 
818-718-1481 

The  Gold  Rush 

18569  Devonshire 
818-368-2815 

ONTARIO 
Saving  Time 

One  Mill  Circle 
909-990-9137 

Tic  Time 

One  Mill  C.rcle.  Sp  104 
909-327-7810 

ORANGE 
Time  Center 

1715  E  Katella  Ave 
714-538-7546 

OXNARD 

Gary  Forbes  &  Co. 

141  Esplanade  Dr 
805-983-3343 

Joyeria  Cinco  De  Mayo 

1  20  W  Channel  Island  Blvd 
805-483-0019 

La  Fuente  Jewelers 

2689  Saviers 
805-240-1717 

PACIFIC  GROVE 
Mr  Z. 

125  Ocean  View  Blvd 
408-646-1922 

PALM  DESERT 
It's  About  Time 

72840  Hwy  III,  Town  Ctr  Mall 
619-779-9378 

PASADENA 
Ernesto's  Fine  Jewelry 

440  E  Colorado  Blvd 
818-449-3287 

PORTERV1LLE 
Bob  Fields  Jewelers 

200  N  Main  St 
209-784-4556 

RESEDA 
Niki's  Jewelers 

18238  Sherman  Way 
818-345-7147 

ROWLAND  HEIGHTS 
International  Time 

17596CohmaRd 
818-447-6208 

SACRAMENTO 
Prestigio  Jewelers 

6195  Florim  Rd 
209-368-8263 

SALINAS 

Del  Pueblo  Jewelers 

1392  Northridge  Mall 
408-442-0110 

Keepsake  Diamond  Ctr 

65 1  Northridge  Ctr 
408-449-5431 

SAN  BERNARDINO 
Luke  &i  Vondey  Jlrs 

240  Carousel  Mall 
909-884-1123 

Total  Time 

210  Inland  Ctr  Mall 
714-884-2188 


SAN  DIEGO 
Kim  Long  Jewelry 

8995  Mira  Mesa  Blvd 
619-536-2311 

Precision  Watch  &  Jlry 

6165  ElCajon  Blvd 
619-583-8733 

Prime  Time 

1  22  Horton  Plaza 
619  595-1514 

Robert  Paul  Fine  Jlry 

3555  RosecransSt 
619-223-9927 

Time  Wise 

5643  Balhoa  Ave 
619-560-5503 

Watch  Gallery 

4435  La  Jolla  Village  Dr 
619-623-9944 

SAN  DIMAS 
B&K  Jewelers 

635  W  Arrow  Hwy 
714-592-5277 

SAN  FRANCISCO 
Edoya  Gifts  &  Jewelry 

200  Powell  St 
415-433-6745 

J's  Jewelers 

45  Powell  St 
415-986  4133 

Pacific  Time 

Pier  39 

415  981-4763 

Roni  Jewel 

2451/2  Powell  St 
415398-7861 

SAN  GABRIEL 

Focus  the  Fashion  Store 

140  W  Valley  Blvd,  Ste  308 
818-571-8889 

SAN  JOSE 
Accutime 

1698KHostetterRd 
408  441-1936 

George's  Jewelers 

306  Eastndge  Mall 
408-270-6320 

SAN  JUAN  CAPISTRANO 
14K  Jewelry  Mart  Exch 

33955  Doheny  Park  Rd 
714-489-0192 

SAN  LUIS  OBISPO 
Jorgensen  Jewelers 

N50  Higuera  St 
805-543-6706 

SAN  MATEO 
Primetime  Inc. 

1949  Vista  Del  Mar 
415-574-4730 

SAN  RAMON 
Ehrhardt's  Jewelers 

2475  Ramon  Valley  Blvd 
510-820-7999 

SANTA  ANA 

1 4K  Jewelry  Mart  Exch 

2009  S  Main  St 
714-489-0172 

Teresa's  Jewelers 

223  W  4th  St 
714-834-9277 

Valencia  Jewelry 

202  W  4th  St 
714-836-1886 

SANTA  BARBARA 
Family  Jewels 

706  State  St 
805-965-6554 


SANTA  CRUZ 
Stephan's  Jewelry 

102  Walnut  Ave 
408-458-9950 

SANTA  MONICA 
The  Jewel  Shop 

1  355  3rd  St  Promenade 
310-451-1113 

Tic  Time  Corp. 

Santa  Monica  Tl  Mall 
310-393-6927 

SANTA  ROSA 
Joyeria  Maria 

443  Durron  Ave 
707-575-0560 

SHERMAN  OAKS 

Tic  Time  of  Sherman  Oaks 

14006  Riverside  Dr*245A 
818-905-9333 

STOCKTON 
Ybarra's  Jewelers 

678  N  Wilson  Way 
209-547-0320 

SUN  VALLEY 
Elegant  Jewelers 

8445  Laurel  Canyon  Blvd 
818-504-6939 

THOUSAND  OAKS 
McClave  Jewelers 

Thousand  Oaks  Mall 
805-496-4428 

TORRANCE 
Mr.  Time 

2  3"6  Crenshaw  Blvd 
310-320-8899 

Premiere  Jewelers 

26  Delamo  Fashion  Ctr 
310-370-1558 

TUSTIN 

Hatton  Jewelry  &  Watch 

13681  Newport  Ave 
714-838-1889 

UPLAND 
Integra  Designs 

338  S  Mountain  Ave 
909-931-7824 

VAN  NUYS 

Continental  Coin  Corp. 

5627  Sepulveda  Blvd 
818-781-4232 

VISALIA 

The  Jewelry  Club 

2001  Caldwell 
209-625-3119 

WEST  COV1NA 
Total  Time 

442  W  Covina  Pkwy 
818-851-2446 

WEST  LOS  ANGELES 
American  Gem  Corp. 

11201  Pico  Blvd 
310-473-7858 

Tell  Time  Corp. 

1  1073  Olympic  Blvd 
310-473-9522 

Time  Land 

10846  Olympic  Blvd 
310-474-5161 

WESTMINSTER 
Tick  Tock 

9200  Msa  Ave  Ste  121 
714-892-1625 

WOODLAND  HILLS 
B&J  Jewelers 

6100  Canoga  Ave 
818-340-1471 

Time  Keeper 

22401  Ventura  Blvd 
818-225-1514 


BY  CITIZEN  THAN  ANY  OTHER  TIMEPIECE  ON  EARTH. 


PROMASTER  TITANIUM 

For  the  extreme  sportsman,  an  extreme  sports 
watch  made  from  titanium.  The  metal  of  the 
future.  It's  stronger  than  stainless  steel  and  30% 
lighter.  So  it  makes  a  long-lasting  watch.  But 
the  Citizen  Promaster  Titanium  is  even  more 
durable.  Its  patented  glass  multilayer  coating 
makes  it  twice  as  hard  as  any  other  titanium 
watch.  And  because  it's  incredibly  light  and 
hypoallergenic,  it's  user-friendly.  With  features 
like  a  screwdown  crown,  a  one-way  rotating 
elapsed  time  bezel  and  200-meter  water  resis- 
tance, it  will  outperform  every  other  sports 
watch  out  there.  Promaster.  The  most  advanced 
collection  of  sports  watches  in  the  world. 


v 

Lizen  watches  are  covered  by  a  §  -year 


ITIZEN.  HOW  THE  WORLD  TELLS  TIME. 

_ 
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ROMASTER  AQUALAND 

You  choose  to  go  where  few  men  dare.  Citizen 
has  a  similar  reputation.  Heralded  as  the  first 


diving  watch  with  a  depth  sensor,  the  Citizen 
Promaster  Aqualand  series  is  the  leading  choice 
of  professional  divers.  Displaying  present  and 
maximum  depth,  elapsed  time  and  water 
temperature,  they're  water-resistant  to  200  meters. 
Safety  alarms  indicate  depth  dive  time  and 
battery  life.  One  Aqualand  is  even  PC  compatible 
so  it  keeps  records  of  your  dives.  With  15  models 
to  choose  from,  there's  one  that  will  meet  every 
challenge  you  do.  Promaster.  The  most  advanced 
collection  of  sports  watches  in  the  world.  . 


N.D.LIMITS 


*  citizen:  how  the  world  tells  time. 


PROMASTER  SPORTDIVER 

You're  known  for  going  all  out.  So  is  Citizen. 
The  Promaster  Sport  Diver  can  take  what- 
ever you  can.  It's  water-resistant  to  200  meters. 
And  it's  designed  for  rugged  adventures.  Made 
of  solid  stainless  steel,  the  bracelet  has  a 
double-locking  safety  clasp.  Its  sophisticated 
chronograph  provides  split-second  timing 
at  the  touch  of  a  button.  And  it  features  a 
screwdown  crown,  a  screwback  case  and 
a  one-way  rotating  elapsed  time  bezel. 
The  luminous  dial  makes  it  easy  to  read. 
Even  when  the  going  gets  rough.  Promaster. 
The  most  advanced  collection  of  sports 
watches  in  the  world. 


*  CITIZEN.  HOW  THE  WORLD  TELLS  TIME. 


Where  are  the 
clients9  yachts? 


BY  JAMES  D.  2IRIN 


James  D.  Zirin,  a  trial 
lawyer,  is  a  senior 
partner  in  the 
New  York  law  firm 
of  Brown  &  Wood. 


Not  far  below  Laurance  Rockefeller  ($1  bil- 
lion) and  Henry  Kravis  ($925  million)  on  The 
Forbes  Four  Hundred  is  Joseph  Dahr  Jamail 
Jr.,  tipping  die  scales  of  Mammon  at  $825 
million.  Jamail's  primary  source  of  super- 
wealth  is  not  inheritance,  investments  or  lever- 
aged buyouts.  It  is  lawsuits. 

Joe  Jamail  is  from  Houston,  where  judges 
are  elected,  the  plaintiff's  bar  contributes 
handsomely  to  their  campaigns,  punitive  dam- 
ages are  freely  awarded  and  contingency  fee 
lawyers  really  rake  it  in.  Houston  trial  lawyer 
George  Fleming  actually  had  the  nerve  to  ask 
for  $109  million  in  fees  and  disbursements,  or 
almost  two-thirds  of  the  recovery,  when  he 
won  a  $170  million  cash  setdement  in  a  leaky- 
pipe  case  brought  by  37,000  homeowners 
against  Shell  Oil,  Hoechst  Celanese  and  Du 
Pont.  He  didn't  get  it  but  the  court  permitted 
a  $33  million  fee  as  a  consolation  prize. 

Texas  is  Mecca  to  contingency-fee  lawyers, 
and  Fleming's  fee  application  was  in  the  main- 
stream of  the  Texas  legal  culture.  According 
to  Forbes  (Nov.  6,  1995),  five  of  the  seven 
highest-paid  trial  lawyers  in  the  nation  hailed 
from  the  Lone  Star  State.  The  lowest  paid  of 
these,  who  earned  only  $13  million  in  1994, 
specialized  in  breast  implant  litigation,  while 
lawyers  handling  asbestos  cases  managed  to 
do  significantly  better. 

We  did  not  always  have  contingency  fees. 
Under  early  English  and  Roman  law,  contin- 
gency fees  were  stricdy  prohibited.  They  vio- 
lated common  law  sanctions  against  the  crimi- 
nal act  of  champerty,  once  one  of  the  most 
odious  practices  known  to  the  law.  Champerty 
is  the  effective  sale  of  an  interest  in  a  litigation 
to  a  purchaser  who  undertakes  to  carry  on  the 
battle  at  his  expense  in  return  for  a  share  of 
the  proceeds. 

In  the  U.S.  lawyers'  fees  were  fixed  by 
statute  until  1848,  when  procedural  codifica- 
tion made  it  clear  that  compensation  was  by 
agreement  with  the  client  unless  restrained  by 
law.  This  change  exempted  lawyers  from  the 
champerty  rule  and,  more  than  a  century 
later,  has  made  people  like  Joe  Jamail  rich.  As 
one  judge  put  it,  commenting  on  the  explo- 
sion of  contingency  fees,  "What  was  before 
not  only  illegal  but  disreputable  is  now  lawful, 
if  not  respectable." 

Respectable  or  not,  the  arrangement  is  now 


permitted  in  all  50  states.  At  first  contingency 
fees  were  largely  limited  to  personal  injury 
suits  and  they  were  later  extended  to  antitrust, 
shareholder  derivative,  patent,  merger  and 
securities  class-action  litigation. 

At  first  they  were  justified  as  a  boon  for 
industrial  workers  with  legitimate  accident 
claims  but  without  the  means  to  pursue  them. 
Lawyers  argued  that  the  prospect  of  a  gener- 
ous fee  provided  an  opportunity  to  represent  a 
large  number  of  impecunious  clients.  Few  of 
today's  big-ticket  contingency  fee  cases 
involve  impecunious  clients  or  clients  who 
could  not  otherwise  get  a  lawyer. 

As  the  practice  took  hold,  bar  associations 
and  judges  studying  the  issue  begrudgingly 
approved  of  the  arrangement  on  the  dubi- 
ous basis  that  it  was  now  so  widespread  and 
accepted  that  it  was  not  deemed  to  be 
unethical.  This  amounted  to  saying  that 
champerty  was  okay  because  so  many  people 
were  doing  it. 

<cWhat  was  before 
not  only  illegal  but 
disreputable  is  now  lawful, 
if  not  respectable." 


In  class  actions  or  estates  litigation,  where 
there  is  a  special  need  to  protect  the  interests 
of  beneficiaries,  courts  have  sought  to  evolve 
criteria  for  regulating  the  size  of  contingency 
fees.  In  most  cases,  however,  judges  usually 
do  not  question  contingency  fees  since  they 
are  a  matter  of  private  agreement  between 
attorney  and  client.  But  even  this  is  changing 
as  judges  begin  to  scrutinize  contingency  fees. 

Today  nearly  everyone — except  for  trial 
lawyers — agrees  that  the  situation  is  out  of 
hand.  In  1995,  46  of  the  victims  of  the  1989 
chemical  explosion  at  a  Phillips  Petroleum 
plant  in  Houston  challenged  the  settlement 
agreed  to  by  their  lawyers  in  their  lawsuits 
against  Phillips.  The  victims  alleged  that  their 
lawyers  sold  out  their  interests  in  order  to 
make  a  quick  setdement  and  a  $65  million 
legal  fee.  The  victims'  claims  were  rejected  by 
the  trial  court,  and  the  matter  is  now  on 
appeal. 

You've  heard  a  lot  about  plaintiff  lawyers 
and  their  yachts.  Judges  are  now  wondering: 
Where  are  the  clients'  yachts?  ■■ 
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When  did  it  finally  register  that  the  very  best  Europe  has  to  offer  has  taken  a  dramatic  turn  f 


a  bit  when  the  sign  read:  Four-wheel  drive  only?  Introducing  the  sports-car-quick, V8  powered,  elegantly  appc 


message  to  those  who  insist  the  only  thing  stronger  and  safer  than  steel  is  more  steel.  Even  its  cho 


Or  the  only  car  in  its  class  with  FrontTrak™  front-wheel  drive?  The  Audi  A8.  For  some,  it's  the  start  of  a  new  er 


Call  toll-free1-800-FOR-AUDI  for  more  about  the  Audi  A8  and  a  dealer  near  you  or  visit  us  at  http://www.audi.com.  "Audi,"  "quattro"  and  tr 


Hence  ^% 

it  mass. 


er?  Was  it  crossing  that  covered  bridge  in  Vermont  with  a  two-ton  weight  limit?  Or  up  the  road 

ii  J^h-J  ~} .  With  the  world's  first  aluminum  space  frame  and  an  aluminum  alloy  body,  Audi  sends  a  powerful 

(S3 

etrains  is  more  enlightened.  Would  you  prefer  the  only  car  in  its  class  with  quattro  full-time,  all-wheel  drive? 


;rs,  it's  the  end  of  the  road.  Time,  in  other  words,  to  see  your  Audi  dealer. 


Audi 


emblem  are  registered  trademarks  of  Audi  AG.  "A8"  and  "FrontTrak"  are  trademarks  of  Audi  AG.  ©1996  Audi  of  America,  Inc. 


What's  behind  those  state  lawsuits  against  the  tobacco  industry?  You  guessed  it. 
The  same  tribe  of  trial  lawyers  that  tried  to  foist  Prop.  211  on  California. 

Where  there's  smoke, 
there's  lawyers 


By  Susan  Adams 

In  case  you  haven't  noticed,  18 
states  have  recently  launched  virtual- 
ly identical  high-profile  suits  against 
the  tobacco  industry.  Alleging  con- 
spiracy to  hide  the  addictive  effects  of 
tobacco,  the  states  argue  an  innova- 
tive tort  theory.  They  claim  that  the 
tobacco  firms  are  liable  for  the  Med- 
icaid dollars  paid  out  to  people  who 
become  ill  from  smoking.  (Of  course, 
they  ignore  that  tobacco  taxes  pour 
billions  into  state  coffers.)  The  total 
potential  liability  is  in  excess  of  $30 
billion,  more  than  the  combined 
shareholder  equity  of  the  two  largest 
U.S.  tobacco  companies:  Philip 
Morris  Companies,  Inc.  and  rjr 
Nabisco  Holdings  Corp. 

Who  would  benefit  from  a  court 
victory?  Let's  see:  The  trial  lawyers 
would  take  up  to  25%  of  any  award. 
Under  federal  Medicaid  third-party 
recovery  laws,  the  feds  would  get  at 
least  50%  of  what's  left.  That  would 
leave  the  states  with  only  about  one- 
third.  Sick  people  would  get  nothing. 

Breaking  down  the  numbers  like 
this  gives  us  a  clue  as  to  who  is 
behind  the  suits — our  old  pals  the 
trial  lawyers. 

What  happens  if  the  states  lose — a 
much  more  likely  outcome  given  the 
results  of  recent  tobacco  suits?  The 
taxpayers  would  have  to  eat  all  the  lit- 
igation costs  and  expenses,  "every- 
thing from  $200-an-hour  expert  wit- 
ness fees  to  printing  costs  to  court 
reporters,"  says  Arizona  Governor 
Fife  Symington.  "Those  costs  could 
be  staggering."  A  lot  of  the  money 
would,  of  course,  end  up  in  attor- 
neys' pockets. 

Symington  is  a  voice  of  sanity  in  all 
this.  He's  one  of  the  few  public  offi- 
cials taking  the  trial  lawyers  to  task  on 
the  issue.  And  he's  locked  in  a  nasty 


Arizona  Governor  Fife  Symington  (top)  and  Attorney  General  Grant  Woods 
Fighting  words  over  the  state's  suit  against  the  tobacco  industry. 
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INTRODUCING  GOLF  VACATIONS  SO  COMPLETE, 
YOU'LL  HAVE  TO  ACTUALLY  MAKE  STUFF  UP  TO  WORRY  ABOUT. 


With  the  Card,  you  can  enjoy 
the  security  which  comes  from 
more  than  1,  700  Travel  Service 
locations'  in  over  120  countries. 
Whether  it  's  quick  access  to  cash 
or  replacement  of  a  lost  Card. 
American  Express  is  ready  to 
assist  you  when  you  need  it  most. 


|  3118  3^118  9500b  J  wHIO>N| 
~      "  %       to  EXCESS 


Cards 


Looking  for  the  ultimate  in  worry-free  travel?  Consider  America  West  Golf  Vacations, 
offering  guaranteed  tee  times  up  to  90  days  in  advance  at  exclusive  courses  through- 
out the  Phoenix/Scottsdale  area.  Round-trip  air.  Hotel  accommodations.  Even  a 
rental  car.  All  in  one  affordable  package,  courtesy  of  America  West  and  The  American 
Express®  Card.  If  you're  a  member  of  the  America  West  worldwide  frequent  flyer 
program,  FlightFund;®  you  can  earn  an  exclusive  5,000  bonus  miles**  just  by 
charging  the  trip  to  your  American  Express®  Card.  Which  should  free  your  mind 
considerably.  Not  that  that's  always  a  good  thing,  of  course.  For  infonnation  or  reser- 
vations, contact  your  local  travel  agent  or  ^ 
just  call  us  toll-free  at  1-888-AWA-GOLF. 


^America  West  Colf  Vacations 


©1 996  America  West  Airlines.  *Not  all  services  available  at  all  locations.  **5,000  FlightFund  bonus  miles  will  be  awarded  (or  America  West  Golf  Vacation  packages  completed  1  2/1/96 
through  1/31/97,  and  charged  to  the  American  Express  Card  FlightFund  bonus  miles  will  only  be  awarded  to  one  purchaser  per  package.  Bonus  mileage  coupon  received  with  golf  pack- 
age must  be  completed  and  returned  to  AWA  to  be  eligible.  Application  of  FlightFund  bonus  miles  is  in  lieu  of  the  standcrd  500-mile  bonus  issued  with  all  America  West  Vacation  packages. 


Fl  DELITY     IS     D  I  S  C  O  U  NT     B  R  □  K  E  RAG  E 


Switch  to  the  account  that  puts  you 
on  top  of  all  your  investments. 

FIDELITY  VS.  FULL-SERVICE  BROKERS 

Commissions'  Margin  Rate2  Total 

Annual  +  ( 10  trades  of  500  +         (Effective  interest  rate  on  Annual 


Fee 

shares  at  $30/share) 

yearly  balance  of  $25,000) 

Savings 

$83 

$3,070 

$2,508 
$2,075  _____ 

$2,321 

None 

Fidelity  Ultra  Service  Account®  IH  Full-Service  Brokers 


'Based  on  an  October  1996  survey  of  full-service  brokers  for  equity  trades.  Minimum  commission:  $38.  Fees  and 
commissions  are  subject  to  change.  Savings  will  vary  based  on  the  size  and  nature  of  trades.  Full-service  brokers' 
commissions  and  margin  rates  in  the  above  chart  represent  averages  from  Merrill  Lynch,  Pierce,  Fenner  and 
Smith  Inc.,  Prudential  Securities  Incorporated  and  Smith  Barney  Inc.    2Margin  rates  as  of  1 1/13/96  and  for 
these  three  full-service  brokers  were  9.5%,  10%  and  9.3%,  respectively.  All  margin  rates  compounded  monthly. 


And  brings  down  your  costs. 


The  Fidelity  Ultra  Service  Account®  can  help  lower  your  costs. 
Without  sacrificing  the  services  you  may  need. 

Access  to  cash.  7  days  a  week,  24  hours  a  day. 

You  can  make  ATM  withdrawals.  Write  checks.  Use  a  free  Visa® 
Gold  Check  Card.  Even  go  online  to  place  orders. 

Unlimited  investment  opportunities. 

Buy  domestic  and  international  stocks.  Options.  Fixed-income 
securities.  Precious  metals.  UlTs.  CDs.  T-bills.  You  name  it. 

Largest  selection  of  mutual  funds  in  the  nation. 

Fidelity  FundsNetwork®  offers  over  3,300  mutual  funds,  from 
over  300  fund  families.  Hundreds  come  with  no  load  and  are 
available  without  paying  a  fee  to  Fidelity.3 
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public  feud  with  Arizona's  attorney 
general  as  a  result. 

Little-publicized  outside  the  state, 
the  fracas  began  two  months  ago 
when  Symington  fired  off  a  letter  to 
Attorney  General  Grant  Woods.  He 
ordered  Woods  to  drop  the  state's 
$500  million  health  care  cost  reim- 
bursement case  against  the  tobacco 
companies.  The  governor  called  this 
"policy-by-litigation"  a  "hallmark 
failure  of  the  American  political 
system."  He  blasted  the  contingency 
fee  arrangement  with  the  outside 
plaintiff  lawyers  as  a  raw  deal  for  state 
taxpayers. 

Woods,  a  fellow  Republican  who 
reportedly  has  his  own  higher  politi- 
cal ambitions,  told  the  governor  to 
stuff  it.  He  has  waged  a  counterat- 
tack, accusing  the  governor  of  "being 
bought  off  by  the  tobacco  compa- 
nies." Citing  a  Sept.  9  meeting 
Symington  held  with  tobacco  lawyers 
just  three  weeks  after  the  suit  was 
filed,  Woods  said  the  governor  "got 
right'in  bed  with  the  tobacco  inter- 
ests of  this  country." 

The  governor  returned  the  salvo, 


insisting  that  his  decision  "kicked 
[Woods]  out  of  the  bed  he  was  in 
with  the  trial  bar."  John  H.  Kelly, 
Arizona's  acting  head  of  indigent 
health  care  services,  the  main  plaintiff 
in  the  case,  sided  with  his  boss,  Gov- 
ernor Symington,  and  opted  out  of 
the  suit. 

So  Woods  has  dropped  the 
demand  for  health  care  claims  and  is 
now  suing  to  recover  the  profits 
made  by  tobacco  companies  from 

'Tolicy-by-litigation 
is  already  a  hallmark 
failure  of  the  American 
political  system." 

cigarette  sales  to  minors,  a  sum  that 
could  reach  well  into  the  billions  of 
dollars.  Never  mind  that  tobacco 
companies  sell  to  distributors  and 
retailers,  not  to  individuals.  That 
didn't  stop  the  lawyers.  Deep  pockets 
are  deep  pockets.  By  helping  the  trial 
lawyers  get  their  hands  into  these 
pockets,  Woods  clearly  hopes  to 


enhance  his  own  money-raising  abil- 
ity; trial  lawyers  are  notoriously  gen- 
erous to  their  political  friends. 

Symington  is  still  incensed  because 
the  trial  lawyers  might  even  get  a 
bigger  contingency  fee  out  of  this 
new  allegation.  In  November,  Illinois 
Attorney  General  Jim  Ryan  filed  a 
similar  suit  with  a  claim  for  illegal 
sales  to  kids. 

Symington,  unfortunately,  has  his 
own  troubles.  He  accepted  contribu- 
tions from  tobacco  interests.  He 
admits  that  he  recently  met  with 
tobacco  lawyers  and  lobbyists.  And 
he's  under  federal  indictment  for  23 
counts  of  fraud  and  extortion  charges 
related  to  his  failed  real  estate  deal- 
ings. He  denies  any  wrongdoing. 

But  none  of  this  contradicts  the 
logic  of  his  stand  against  these  polit- 
ically motivated  lawsuits.  They  are 
likely  to  benefit  nobody  but  lawyers. 
The  tobacco  companies  have  yet  to 
pay  out  a  cent  in  legal  damages. 

"We  ought  to  avoid  turning  the 
office  of  the  Attorney  General  into  a 
state-funded  arm  of  the  civil  trial 
bar,"  says  Symington.  Well  said.  Hi 
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Dangerous— yet  temptingly  lucrative— Moscow  is 
a  magnet  to  young  American  entrepreneurs. 

Moscow 
cowboys 


By  Paul  Klebnikov 

It's  Halloween  in  Moscow.  At  an 
abandoned  theater  not  far  from  the 
Stalinist  skyscraper  that  houses  the 
Russian  foreign  ministry  a  party  is 
heating  up.  Several  hundred  revel- 
ers— mostly  Americans — are  getting 
down  to  the  blaring  noise  of  a  Rus- 
sian band  called  Two  Airplanes.  Mar- 
ijuana smoke  hangs  in  the  air. 

In  another  room,  the  crush  indi- 
cates that's  where  the  booze  is.  Two 
beleaguered  bartenders  are  handing 
out  large  cups  of  cheap  vodka  and 
cans  of  German  beer.  A  walking- 
corpse  gets  entangled  in  cobwebs 
across  the  doorway.  Prince  Potemkin 
squeezes  through,  followed  by 
Genghis  Khan  and  Heidi  the  moun- 
tain girl.  A  couple  is  making  out 
heatedly  in  the  corner. 

"Moscow  is  a  party  town,"  grins 
Mark  Ames,  31,  noticeably  the  worse 
for  drink.  "Ninety-nine  percent  of  the 
expats  came  here  to  make  a  buck,  but 
they  stayed  for  the  women — the 
women  here  are  awesome!" 

Ames  knows  whereof  he  speaks. 
An  aspiring  writer  from  northern  Cal- 
ifornia, he  is  editor  of  a  raunchy  expat 
newspaper  called  Living  Here,  which 
specializes  in  Moscow's  restaurants 
and  nightclubs.  "This  party  is  noth- 
ing," notes  Ames.  "There's  a  group 
of  about  100  expats  traveling  down 
to  Transylvania  to  spend  Halloween 
in  Dracula's  castle." 

Moscow  is  overflowing  with 
people  like  Ames — here  for  the  action 


and  the  money.  There  are  100,000 
foreigners  here,  over  half  of  whom 
are  English-speaking.  There  are  at 
least  three  English-language  newspa- 
pers in  Moscow  and  scores  of  hotels, 
restaurants  and  bars  catering  to  the 
expat  crowd. 

Scott  Nicol,  36,  came  to  Russia 
from  Akron,  Ohio,  after  spending 
much  of  the  1980s  bumming 
around  the  U.S.  and  the  South 
Pacific  looking  for  good  places  to 
surf  or  ski  and  taking  the  odd  job  as 
a  waiter  or  bartender. 

In  1989  he  got  serious  and  attend- 
ed a  business  training  workshop  in 
Brattleboro,  Vt.  There  he  met  a 
director  of  the  Moscow  Young  Com- 
munist League,  who  convinced  Nicol 
to  help  him  import  TVs,  satellite 
dishes  and  computers  into  Russia. 

The  business  was  okay — while  it 
lasted.  In  1991  Nicol  found  himself 
in  Moscow  with,  as  he  remembers, 
"no  job,  no  money  and  little  knowl- 
edge of  Russian."  That  was  the  year 
communism  fell  in  Russia.  Foreigners 
began  to  flood  in.  Knowing  the 
ropes,  Nicol  began  making  good 
money  helping  American  college  stu- 
dents from  die  University  of  Arizona, 
arranging  Russian-language  classes 
and  procuring  internships  with  West- 
ern companies  for  them.  He  made  a 
quick  $250,000  before  this  market, 
too,  dried  up. 

Nicol  thought  of  getting  into 
office  supplies,  but  he  didn't  have  the 
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money  to  carry  the  inventory.  Then 
he  came  up  with  an  ingenious  idea: 
water. 

"I  saw  that  everybody  had  bottles 
of  water  on  their  desks,"  he  says. 
"The  tap  water  in  Moscow  is  terri- 
ble." Nicol  launched  his  bottled- 
water  company,  ClearWater,  in  1993. 
He  convinced  Chicago-based  Elkay 
Manufacturing  Co.  to  sell  him  water- 
coolers,  mostly  for  cash,  the  rest  on 
credit,  and  then  he  found  a  company 
in  Finland  that  would  sell  him  spring 
water  cheap.  He  hired  Russian  truck- 
ers to  take  the  botdes  to  Finland,  get 
them  filled  and  bring  them  back  to 
Moscow. 

"No  big  deal,"  Nicol  remembers. 
"You'd  pay  the  trucker  $300  and 
he'd  take  time  off  his  other  job  to 
make  the  trip.  He'd  just  'disappear' 
for  a  few  days,  telling  his  boss  that  he 
had  gotten  lost  or  that  his  truck  had 
broken  down. 

"Originally,  I  had  thought  that  if  I 
got  50  clients,  I  could  make  a  go  of 
it,"  he  says.  Within  a  year,  he  had 
1,000  clients,  but  the  truckers  were 
demanding  much  more  for  making 
the  run  to  Finland.  "I  was  living  day- 
to-day,"  Nicol  says.  "If  a  truck  wasn't 
coming  down  from  Finland,  I  was  in 
trouble." 

Again,  Nicol  adjusted  quickly.  He 
slapped  down  $150,000  to  buy 
American-made  water  filtration 
equipment  and  brought  the  bottling 
operation  to  Moscow,  using  local 
water.  He  expanded  to  St.  Petersburg 
and  other  Russian  cities.  Today  Clear- 
Water  boasts  100  employees  and 
some  $9  million  in  sales  and  he's 
looking  to  expand  to  central  Asia. 
Nicol's  reports  home  were  so  glow- 
ing that  his  brother  moved  to 
Moscow,  opening  a  dental  practice 
there. 

Mark  Ames  first  arrived  in  Eastern 
Europe  when  he  was  enticed  to 
Prague  by  his  Czech  girlfriend.  There 
he  plugged  into  the  fabled  Prague 
coffeehouse  scene,  populated  by  hun- 
dreds of  expat  writers  and  artists. 

"It  was  so  corny  and  pretentious," 
he  recalls.  "Even  the  entrepreneurs 
had  to  pretend  to  be  Bohemian." 

In  1993  he  came  to  Russia. 

"It  couldn't  have  been  more  dif- 
ferent," Ames  says.  "Prague  was 
quiet,  civilized  and  boring.  Russia 
was  huge,  dangerous,  violent  and 


grotesque.  It  was  like  the  difference  tronics.  All  three  like  to  stay  fit. 

between  a  chintzy  French  movie  and  "We  saw  that  there  was  a  gaping 

Terminator.''''  hole  in  the  market — there  simply  was 

A  new  health  club,  Gold's  Gym,  is  no  good  Western-style  health  club  in 

opening  on  Leningrad  Prospekt.  One  Moscow,"  says  Weinstock.  So  they 

of  its  founders  is  James  Weinstock,  a  decided  to  create  one. 

2 5 -year-old  New  Yorker.  Weinstock  "We  are  our  target  market,"  says 

had  been  working  as  a  market  con-  Kuebler.  "We  are  a  mixture  of  expats 

sultant  at  the  Moscow  office  of  Ernst  and  Russians,  we  are  into  sports  and 

&  Young,  when  he  decided  to  quit.  fitness,  we're  in  the  right  age  group." 

In  the  summer  of  1995  he  got  Using  their  accounting  and  man- 
together  with  two  guys  he  had  met  at  agement-consulting  experience, 
a  Moscow  health  club.  One  was  Paul  Weinstock  and  Kuebler  drew  up  a  68- 
Kuebler,  31,  an  accountant  from  page  business  plan  and  returned  to 
Riverside,  Calif,  working  in  Arthur  the  U.S.  to  seek  financing  from 
Andersen's  Moscow  office.  The  other  friends  or  investment  funds  specializ- 
was  Vladimir  Grumlik,  a  young  Rus-  ing  in  Russia.  Within  nine  months 
sian  trader  of  sportswear  and  elec-  they  had  raised  $3  million — from  12 
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ClearWater  founder 
Scott  Nicol 
From  ski  bum 
to  owner  of  a 
booming 
bottled  water 
company. 
Sales:  $9  million. 


individuals  and  Commonwealth 
Property  Investors  of  Boston. 

The  three  partners  signed  a  25- 
year  lease  with  a  run-down  Moscow 
sports  complex  and  began  building 
their  facilities.  They  contracted  with 
Venice,  Calif.-based  Gold's  Gym 
Enterprises  for  use  of  the  name,  and 
hired  a  Connecticut- based  consultant 
to  design  the  gym,  purchase  equip- 
ment and  help  train  a  staff.  Nike  will 
build  a  basketball  court  and  Moscow- 
based  American  Medical  Center  will 
equip  a  first-aid  station. 

The  health  club,  which  is  sched- 
uled to  open  in  the  coming  weeks, 
has  already  signed  up  over  400 
members.  Complete  with  indoor 


tennis  courts,  basketball,  squash  and 
volleyball  courts,  weight  room,  aer- 
obics classes,  a  dry  cleaner,  saunas 
and  cafe,  it  is  the  largest  Western- 
style  health  club  in  Moscow.  With 
annual  memberships  going  for 
$2,500  apiece,  Kuebler  says  they 
need  1,000  memberships  to  break 
even;  their  goal  is  3,000. 

Making  money  in  Russia  requires  a 
steady  nerve.  In  August  of  last  year 
Scott  Nicol's  water  filtration  plant 
was  visited  by  the  mob — four  thugs 
with  guns  who  asked  to  meet  the 
director.  "The  message  was:  It's  time 
you  take  a  local  partner,"  Nicol 
recalls. 

Nicol  contacted  the  organized 
crime  squad  of  the  Moscow  police 
department,  who  scared  off  the  gang- 
sters. But  the  police  cannot  solve  the 
problem  long  term,  says  Nicol.  For 
that,  he  has  hired  a  private  security 
agency,  whom  he  pays  $100,000  a 
year  to  protect  his  business. 

"If  any  gangsters  come  around,  we 
simply  refer  them  to  our  security 
agency,"  says  Nicol.  What  happens 
next?  Nicol  does  not  know — and 
does  not  ask.  But  the  thugs  go  away. 
"Our  guys  ask  us  not  to  ask  any  ques- 
tions. They  deal  with  these  things  in 
their  own  way." 

In  a  widely  reported  incident  last 
month  Paul  Tatum,  an  Oklahoma- 
based  entrepreneur,  was  shot  dead  on 
his  way  to  the  subway  by  an  assassin 
wielding  a  Russian  AK-47  machine 
gun.  As  a  founder  of  the  prestigious 
Radisson  Slavyanskaya  Hotel,  Tatum 
was  one  of  the  most  successful  Amer- 
ican entrepreneurs  in  Moscow. 

A  similar  fate  apparently  almost 
befell  another  American  entrepre- 
neur, Richard  Griggs,  a  47-year-old 
designer  of  laundries  and  dry-clean- 
ing factories  from  northern  Califor- 
nia. Griggs  had  never  ventured 
abroad  before  he  came  to  Russia,  but 
in  1993  he  convinced  two  American 
partners  to  invest  about  $250,000  in 
a  Moscow  dry-cleaning  factory.  The 
financiers  got  90%  of  the  business, 
while  Griggs  got  10%  and  operational 
control. 

The  business,  called  California 
Cleaners,  took  off,  soon  reaching 
nearly  $2  million  in  revenues.  In 
1994  the  American  partners  were 
bought  out  by  local  businessmen. 
The  word  among  expats  is  that 
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Griggs'  American  partners  were 
forced  out  by  gangsters,  who  allowed 
Griggs  to  keep  his  10%  and  stay  on  to 
advise  on  operations. 

Griggs  denies  it.  "We've  never 
been  forced  out  by  anybody,"  he 
declares.  Who  are  his  new  Russian 
partners?  "A  bunch  of  brothers,"  he 
responds. 

"Crime  is  one  of  the  first  things  we 
talked  about  when  we  were  thinking 
through  this  health  club  venture," 
says  Paul  Kuebler.  "As  far  as  Ameri- 
cans getting  in  trouble  with  orga- 
nized crime,  it  always  seemed  to  have 
something  to  do  with  them  going 
into  debt  or  engaging  in  questionable 
business  practices.  So  we  decided  to 
be  as  open  as  possible."  Just  to  be 
sure,  they  also  hired  a  private  securi- 
ty agency. 

The  Cherry  Casino  is  one  place  to 
see  the  big  Mafia  bosses.  The  Titanic 
club  is  another,  with  plentiful  heroin, 
cocaine  and  ecstasy.  Nite  Flight  is  the 
place  to  pick  up  the  best-looking 
prostitutes — at  $300  a  night.  The 
Sports  Bar  is  where  you  go  to  pick  up 


girls  who  are  not  prostitutes. 

"The  intensity  of  Moscow  is  just 
too  much — you  have  to  get  away 
every  three  months,"  explains 
Ames.  "You  live  dog  years  here— 
every  year  is  the  equivalent  of  seven 
lived  elsewhere." 

To  soothe  their  shattered  nerves, 
many  expats  head  for  the  comforting 
hubbub  of  local  Irish  pubs  like  Rosie 
O'Grady's  and  Sally  O'Brien's. 
Another  expat  tradition  is  brunch  at 
the  Starlite  Diner,  an  American- 
owned  establishment  that  was 
shipped  almost  intact  from  the  U.S. 

Jeffrey  Donnelly,  29,  was  a  Soviet 
studies  major  at  Columbia  Universi- 
ty. His  first  trip  to  Moscow,  in  1987, 
was  a  disaster.  He  got  food  poison- 
ing ana1  was  put  in  the  Botkin  Hos- 
pital. "That  place  was  so  terrible,  I 
wouldn't  put  my  dog  in  there," 
Donnelly  remembers. 

He  returned  to  Moscow  three 
years  later  and  found  the  place  trans- 
formed. "Russia  was  the  new 
Klondike,"  he  says. 

Donnelly  took  a  job  in  Russia  with 
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OnSite  Conference 


Did  someone  say  jump? 


■  As  far  as  we're  concerned,  a  simple  "How  high?" 
isn't  good  enough.  We  want  to  exceed  your 
wildest  expectations.  So  if  your  business  is  looking 
to  relocate,  consider  Mississippi.  You'll  find  hard- 
working people,  cooperative  local  and  state 
government,  and  an  aggressive,  whatever-it-takes 
kind  of  attitude.  ■  Call  1-800-340-3323,  and  tell  us 
what  we  can  do  for  you.  Just  be  careful  if  you  ask 
us  to  jump.  We  might  bring  back  some  moonrocks. 


Mississippi.  We  can  do  that. 


Mississippi  Department  of  Economic  and  Community  Development  •  RO.  Box  849  •  Jackson,  Mississippi  •  39205  •  http://www.mississippi.org 


FROM  A  COMPANY  • 

FAMOUS  FOR  ^ 

TELLING  r 
EVERYTH  NG 

TO  EVERYONE,  ~ 

A  WAY  TO  KEEP  » 
ANYTHING 

FROM  ANYONE.  ° 


USE  THE  PUBLIC 
INTERNET  IN 
TOTAL  PRIVACY 
WITH  ALTAVISTA" 
TUNNEL. 

It's  the  boldest  extension 
yet  of  our  Web  leadership: 
software  that  lets  any  remote 
user  you  choose  establish  a 
private  link,  to  your  network 
— and  conduct  business  from 
anywhere.  With  any  firewall. 
For  a  lot  less  money. 

For  secure  OnSite  Access 
wherever  you  are,  visit  our 
Web  site  for  a  starter  kit,  or 
download  a  free  trial  version. 


©199o  Digital  Equipment  Corporation. 
AltaVista  is  a  trodomoA  of  Digital  Equipment  Corp. 


Jeffrey  and  Belinda  Donnelly 

of  Home  Sweet  Home 

They  sell  service  and  find  expats 

more  than  happy  to  pay. 


Sun  Group,  an  Indian-owned  food 
and  beverage  company.  But  his  wife, 
Belinda,  spoke  no  Russian  and  disliked 
the  place.  "We  were  looking  for  an 
apartment  and  our  real  estate  agents 
were  these  17-year-old  kids  who 
barely  spoke  English.  We  realized  diat 
the  fortysomething  lawyers  and  invest- 
ment bankers  were  not  going  to  be 
happy  with  this  kind  of  service." 

In  1992  Belinda  started  a  real  estate 
agency  for  Western  clients.  The  first 
investments  in  the  business  were  a 
computer,  an  answering  machine  and 
a  beat-up  Lada  to  tool  around  in. 
Good  move  The  business,  which  goes 
under  the  name  Home  Sweet  Home, 
grossed  about  $100,000  die  first  year. 

Within  a  year,  Jeffrey  left  the  Sun 
Group  to  help  his  wife  full  time. 
Financed  purely  from  cash  flow,  the 
business  boomed.  The  Donnellys 
now  employ  about  30  people.  Their 
brokerage  business  leases  out  about 
100  apartments  a  year.  They  have 
branched  out  into  importing  Western 
furniture  and  bathroom  fixtures. 
They  have  also  become  mini  real 
estate  developers,  renovating  grungy, 
Soviet-style  apartments  and  leasing 
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them  out  to  Western  clients. 

Here's  how  it  works.  The  Don- 
nellys hire  some  kids  to  drop  fliers 
into  the  mailboxes  of  attractively  sit- 
uated buildings,  offering  to  lease 
apartments  for  about  five  years.  They 
lease  the  typical  1,200-square-foot 
apartment  for  about  $3,000  a  month, 
invest  $45,000  overhauling  the 
kitchen,  bathroom  and  other  rooms, 
and  then  rent  it  out  for  $5,500 — a 
month.  Such  is  the  shortage  of  West- 
ern-style apartments  in  Moscow  that 
the  Donnellys  can  usually  get  clients 
to  pay  6  months  to  12  months  in 
advance.  Thus  they  recoup  their 
investment  in  less  than  two  years. 

Four  years  after  starting  out,  the 
Donnellys  are  racking  up  more  than 
$1  million  in  annual  sales  and  about 
$150,000  in  earnings.  Like  many 
American  entrepreneurs  in  Russia, 
the  Donnellys  bypass  the  country's 
screwed-up  tax  system  by  taking  most 
of  their  revenues  out  of  the  country 
as  quickly  as  they  earn  them. 

Will  all  these  people  get  rich?  Or 
will  they  be  pushed  out  as  more  Rus- 
sians become  entrepreneurs?  You  just 
don't  think  long  term  in  a  place  like 
this.  Says  James  Weinstock,  "There's 
no  way  anything  could  be  as  exciting 
or  rewarding  as  what  we  are  doing 
here.  We're  actually  defining  a 
market,  we're  creating  it!"  OB 


TAViSTATu 
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OnSite  Access 


An  independent  company  again,  EDS  is  having  a  so-so  year. 
A  pause  that  refreshes,  the  company  says. 

Going  it  alone 


By  Christopher  Palmeri 

An  executive  at  Electronic  Data 
Systems  Corp.  calls  it  the  $8  billion 
paragraph:  three  sentences  in  a  third- 
quarter  earnings  release  that  helped 
erase  more  than  a  quarter  of  the 
company's  market  value.  In  ten  mid- 


October  trading  days  EDS  stock 
dropped  from  63  to  41. 

The  market's  like  that  these  days, 
with  momentum  investors  dominat- 
ing much  of  the  trading.  It  shows  no 
mercy  to  stocks  whose  earnings  dis- 


appoint. The  $8  billion  paragraph 
said  only  that  shareholders  should 
expect  slower  growth  in  the  fourth 
quarter — which  implied  that  full-year 
earnings  would  be  up  only  a 
smidgen.  But  1996  was  supposed  to 


EDS  Corp.  Chairman  Lester  Alberthal 

The  divorce  from  General  Motors  was  supposed  to  be  therapeutic.  But  it  entails  some  major  risks,  too. 
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True  Specialists 


jmber  12:  s  Simon  Moore,  Glass  Designer 


Credit  Suisse  Financial  Products  specialises  exclusively  in  risk  management  products  and  services. 

Like  all  true  specialists,  because  that's  all  we  do,  we  do  it  best.  ,; 


Credit  Suisse  Financial  . Products  . 

London+44171  516  20'00/Zufich  +41: 1.212  6018/CSFP  Capital  Inc.  New  York  +  1  2123225900. 
please  contact  CS  First  Boston  off  ices  in:  Tokyo  +81 3  5.404  9000  /  Hong  Kong  +852  2847  0388/Sydney  +61  2  394  4400.  Visit  Credit  Suisse  Financial  Products  on  the  World  Wide  Web  at  http://www.csfp.csh.com 


be  a  great  year  for  eds:  the  year 
when,  cut  loose  from  General 
Motors,  EDS  would  show  what  it 
could  do  on  its  own. 

Chairman  Lester  Alberthal,  52, 
had  argued  that  a  divorce  from  GM- — 
which    bought  EDS 
from  Ross  Perot  in 
1984 — would  be  ther- 
apeutic. EDS  would  be 
able  to  go  after  new 
clients  in  industries 
like  automobile  man- 
ufacturing and  con- 
sumer finance,  where 
prospects  might  have 
been  reluctant  to  give 
a  company  owned  by 
GM  an  inside  peek  at 
their  operations.  In 
June  of  this  year,  the 
split  formally  occurred 
when  holders  of  gm's 
E      stock,  which 
tracked  eds'  earnings,  ■MBBI 
received  shares  direct- 
ly in  EDS.  Now  EDS  could  use  its  stock 
to  finance  deals  like  the  potential 
merger  with  Sprint  Corp.,  which  fell 
apart  in  1994. 

But  the  divorce  from  GM  entailed 
risks,  too.  eds  would  be  free  to 
prospect  for  new  customers,  but  GM 
would  be  free  to  look  for  new  com- 
puter-service vendors — and  GM  is  by 
far  the  company's  largest  customer, 
accounting  for  30%  of  eds'  $12.4  bil- 
lion in  revenues  last  year. 

On  top  of  this,  eds  faces  some 
tough  new  competition.  IBM  Corp.'s 
Global  Services  unit  last  year  passed 
EDS  as  the  world's  largest  designer, 
operator  and  consultant  to  companies 
in  information  technology.  "We've 
devoted  some  of  our  best  people  to 
this  unit,"  says  Douglas  Elix,  presi- 
dent of  the  IBM  division  that  takes 
over  computer  systems  for  customers. 
In  the  first  nine  months  of  this  year, 
IBM  signed  up  twice  as  much  new 
business  as  EDS. 

IBM  isn't  eds'  only  worry.  Earlier 
this  year,  rival  Computer  Sciences 
Corp.  of  El  Segundo,  Calif,  teamed 
up  with  Andersen  Consulting  and 
Bell  Atlantic  and  beat  EDS  out  of  a 
seven-year,  $2  billion  contract  with 
J. P.  Morgan.  Computer  Sciences' 
pretax  profit  margin,  5.5%  last  year,  is 
half  that  of  EDS',  a  sign  that  the 
recent  downward  creep  in  EDS'  mar- 


EDS'  Gary  Fernandes 
No  thanks  to  low-tech  work. 


gins  may  well  continue.  "EDS'  mar- 
gins have  been  structurally  lowered," 
says  Richard  Bove,  a  securities  analyst 
who  follows  the  company  for  Ray- 
mond James  &  Associates  in  St. 
Petersburg,  Fla.  "The  old  days  of 
12.5%  pretax  may  be 
gone  forever." 

Although  Bove 
believes  EDS  will 
increase  its  revenues 
and  thus  its  profits 
long-term,  he  esti- 
mates that  the  compa- 
ny will  net  $2.07  a 
share  this  year,  just  a 
dime  better  than  last 
year. 

The  view  from 
inside  is  a  lot  rosier 
than  the  view  from 
outside.  This  is  a  huge 
industry:  EDS  figures 
that  businesses  and 
governments  world- 
wide will  pay  outside 
vendors  as  much  as  $380  billion  this 
year  for  all  kinds  of  services  relating 
to  information  technology.  EDS  has 
identified  9  potential  contracts  worth 
over  $1  billion  each,  16  contracts 
worth  over  $500  million  each  and 
100  contracts  worth  at  least  $100 
million  each  that  could  come  up  for 
bid  in  the  next  year.  "Our  best  days 
are  ahead  of  us,"  beams  EDS  Vice 
Chairman  Gary  Fer- 
nandes, who  helps 
chart  eds'  long-term 
strategy  while  also 
serving  as  chairman  of 
A.T.  Kearney,  the 
management  consult- 
ing firm  EDS  acquired 
last  year.  With  3,600 
employees  and  offices 
in  28  countries,  A.T.  BHHBB 
Kearney  will  play  a  big 
role  in  eds'  future. 

At  his  office  in  eds'  immaculate, 
top-security  corporate  campus  in 
Piano,  Tex.,  Fernandes  produces  a 
piece  of  paper  that  shows  a  rectangle 
divided  into  four  boxes.  All  of  the 
contracts  worth  over  $100  million 
won  by  EDS  and  its  major  competitors 
this  year  are  laid  out  on  the  page, 
grouped  into  one  or  another  of  the 
four  boxes.  The  box  in  the  lower  left- 
hand  corner  shows  contracts  in  eds' 
original  line  of  business,  taking  over 


Fernandes  says  EDS 
chose  not  to  bid  on 
two  of  the  biggest 
contracts  of  the 
year,  which  were 
won  by  IBM. 


big  mainframe  computer  systems  for 
clients.  The  box  at  the  lower  right 
shows  contracts  that  require  a  little 
more  technological  skill,  like  design- 
ing new  networks  of  personal  com- 
puters for  clients. 

In  the  upper  left-hand  box  are  con- 
tracts that  involve  management  con- 
sulting, helping  a  company  restruc- 
ture its  operations,  say,  or  plan 
corporate  strategy. 

That  leaves  the  upper  right-hand 
box,  which  contains  the  contracts 
that  require  both  high-level  technical 
skills  and  management  consulting. 

"The  direction  we  want  to  move  in 
is  up  here,"  says  Fernandes,  tapping 
that  upper  right-hand  box.  "That  is 
higher  value,  higher  margin.  You  can 
get  leverage  because  you  are  leverag- 
ing technology  with  people." 

Fernandes  says  eds  deliberately 
passed  on  a  number  of  huge  contracts 
because  they  were  in  the  wrong  box. 
He  says  EDS  chose  not  to  bid  on  two 
of  the  biggest  contracts  of  the  year — 
for  Lucent  Technologies  and 
Ameritech — which  were  won  by  IBM. 
They  were  of  the  lower  left-hand 
type,  Fernandes  says. 

But  EDS  did  win  1 1  other  contracts 
worth  more  than  $100  million  each 
this  year,  more  than  any  competitor 
but  IBM.  These  include  all  three  of 
the  contracts  that  Fernandes  figures 
belong  in  that  upper  right-hand 
box — deals  with  truck 
enginemaker  Allison 
Engine,  private  label 
clothing  designer  Kell- 
wood  Co.  and  Airtours, 
a  big  U.K.-based  tour 
operator.  At  Kellwood, 
for  example,  EDS  is  help- 
ing create  a  company- 
wide  computer  platform 
that  will  integrate  pur- 
chasing, warehousing 
and  distribution  with  an  eye  toward 
getting  product  to  market  faster. 

Fernandes  says  that  EDS'  unique 
skills  give  it  an  edge  with  this  sort  of 
contract.  "Simply  cutting  computer 
costs  is  not  what  it's  about  anymore," 
Fernandes  explains. 

It's  an  interesting  up-market  strat- 
egy. Will  it  work? 

It  all  depends  on  whether  EDS  can 
go  beyond  mere  data  processing  and 
help  its  clients  reinvent  their  busi- 
nesses for  the  computer  age.  Hi 
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or  did! 
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get  faster? 

introducing  2-day  service  to  Europe  by  10:30  a.m.  with  a  money-back  guarantea 

Hold  on  to  your  hats.  FedEx  announces  delivery  to  17  major  business  centers  in 
Europe  by  10:30  a.m.  Which  means  your  letters  and  packages  arrive  a  little  earlier  then 
they  used  to.  Europe  wasn't  always  this  close,  but  today,  it's  the  way  the  world  worksfM 


The  Way  The  World  Works.' 


©1996  Federal  Express  Corporation.  Call  1-800-247-4747  for  details.  TDD:  1-800-238-4461.  http://www.fedex.com 
Check  service  guide  and  addenda  for  details  on  European  cities  and  money-back  guarantee. 


International  investing  is  fun,  until  you  discover 
your  fund  owns  stocks  tarred  by  scandal.  How  can 
an  investor  avoid  finding  herself  in  this  position? 

In  the  dark 


By  Gretchen  Morgenson 

When  Morgan  Grenfell  Asset 
Management  fired  its  European 
Growth  Fund  manager  in  September 
for  investing  improprieties,  U.S. 
investors  paid  scant  attention.  So  what 
if  the  disgraced  Peter  Young  made  big 
bets  on  high-flying  and  illiquid  stocks, 
sometimes  exceeding  the  limits  of 
U.K.  securities  laws?  Few,  if  any, 
American  investors  held  shares  in  the 
$2  billion  fund. 

Peter  Young  may  be  gone.  But 
some  of  the  most  speculative  stocks  he 
favored  remain,  not  only  in  the 
Morgan  Grenfell  funds  he 
managed,  but  also  in  six  Amer- 
ican-based  funds.  Unreported 
in  this  country  is  the  fact  that 
some  of  these  show  up  in 
Dean  Witter's  International 
SmallCap  Fund  ($142  million 
assets)  and  its  World  Wide 
Investment  Trust  ($504  mil- 
lion assets).  They  also  appear  in 
four  classes  of  a  fund  managed 
by  State  Street  Research:  Inter- 
national Equity  A,  B,  C  and  D. 
Total  assets  in  these  four  look- 
alikes:  $86  million. 

Of  the  roughly  100  Euro- 
pean positions  in  Dean 
Witter's  International  Small- 
Cap  Fund — accounting  for 
36%  of  the  entire  portfolio — 9 
are  companies  that  are  found  in  Peter 
Young's  portfolio.  Of  the  138  Euro- 
pean positions  in  the  firm's  World 
Wide  Investment  Trust,  10  also 
appear  in  the  troubled  Morgan  Gren- 
fell portfolio.  State  Street  Research's 
funds  have  4  European  positions  in 
common  with  Young's  portfolio. 

It  wouldn't  be  so  worrisome  if  the 
stocks  common  to  these  portfolios 
were  household  names.  They're  not. 
They  are,  for  the  most  part,  obscure 
companies  that  appear  in  few,  if  any, 
other  international  mutual  funds' 
holdings. 


We're  not  talking  minuscule  money 
here.  The  second-largest  holding  in 
the  Dean  Witter  International  Small- 
Cap  Fund  is  a  dubious  Peter  Young 
pick,  SinterCast  AB.  One  of  his 
obscure  numbers,  Ashurst  Technolo- 
gy (formerly  Emtech  Ltd.),  is  the 
sixth-largest  holding  of  the  State 
Street  Research  funds. 

Why  do  these  portfolios  look  so 
much  alike?  Their  holders  may  not 
realize  it,  but  the  funds  are  run  by 
either  Morgan  Grenfell  or  Morgan 


Grenfell  alums. 

Dean  Witter  has  its  own  mutual 
fund  subsidiary,  called  Intercapital 
Asset  Management,  but  it  hired 
Morgan  Grenfell  as  subadviser  to  both 
Dean  Witter  funds.  And  the  State 
Street  Research  funds  were  run  by 
Stephen  Bamford,  and  a  team  of 
former  Morgan  Grenfell  money  man- 
agers, until  Bamford  left  the  firm  in 
April.  They  are  now  run  by  Ian  Vose, 
a  former  money  manager  at  Morgan 
Grenfell  Asset  Management  in 
London  in  the  1980s. 

In  the  world  of  international  invest- 


ing, it's  common  for  U.S.  fund  com- 
panies to  farm  out  portfolio  manage- 
ment to  subadvisers  presumably  better 
acquainted  with  world  markets.  Even 
though  all  advisers  are  identified  in 
fund  prospectuses,  few  American 
fundholders  likely  realize  their  invest- 
ments are  being  managed  by  another 
firm.  It  is  especially  unlikely  that  hold- 
ers of  the  Dean  Witter  and  State  Street 
funds  realize  that  their  money  is  being 
run  by  a  firm  in  the  midst  of  a  scandal. 

Citing  firm  policy,  Suzanne 
Platenic,  a  Dean  Witter  spokesman, 
would  not  let  Forbes  talk  to  the  fund 
managers  in  question.  Despite  repeat- 
ed requests,  she  declined  to  provide 
details  of  the  two  funds'  holdings. 
Asked  whether  Dean  Witter  was 
reconsidering  its  relationship  with 
Morgan  Grenfell,  she  said  that  the 
recent  press  regarding  Morgan  Gren- 
fell Asset  Management  had  nothing  to 
do  with  the  management  of  Dean 
Witter  funds. 

We  can  understand  why  the 
brokerage  is  reluctant  to  talk. 
One  of  Dean  Witter's  top-ten 
holdings  is  in  Sweden's  Sinter- 
Cast  AB — accounting  for  1.1% 
of  assets.  This  company,  which 
analyzes  liquid  metal,  has  an 
accumulated  deficit  of  $36  mil- 
lion. It  is  considered  highly 
speculative  and  is  also  found  in 
Dean  Witter's  World  Wide 
Investment  Trust.  Besides 
Morgan  Grenfell,  which  owns 
roughly  $1  million  worth  of 
SinterCast  shares,  no  other 
fund  company  owns  it,  accord- 
ing to  Morningstar.  SinterCast 
stock  plunged  from  370 
Swedish  kronor  to  205  on 
news  of  Peter  Young's  firing, 
and  has  declined  a  further  9%. 
Earlier  this  year,  the  top  holding  in 
Dean  Witter's  SmallCap  fund  was 
Norway's  Oticon  Holding,  which 
accounted  for  1 .2%  of  the  fund's  port- 
folio. It  is  a  hearing  aid  company  with 
$150  million  in  sales,  and  with  a  40 
p/e  multiple. 

Oticon  has  also  made  its  way  into 
Dean  Witter's  World  Wide  Invest- 
ment. The  only  other  funds  that  own 
this  stock  are  Morgan  Grenfell  and  an 
Invesco  European  fund. 

Other  holdings  common  to  the 
Dean  Witter  and  Morgan  Grenfell 
portfolios  include  Norwegian  compa- 
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Stainless  steel  watch.  High-precision  quartz  movement, 
atch-resistant  synthetic  sapphire  crystal  and  screw-down  back  and  crown. Water-resistant  to  99  feet. 

(Enlarged  for  detail.) 


Baume  &  Mercier 

GENEVE 


For  a  catalog  and  the  authorized  Baume  &  Mercier  jeweler  in  your  area,  phone  1-800-MERCIER.  http://www.baume-et-mercier.com 


IMPRESSIVE  PERFORMANCE 
FROM  A  CONSERVATIVE  FUND 


T.  Rowe  Price  Equity  Income  Fund, 

one  of  our  most  conservative  stock 
funds,  has  consistently  outperformed 
its  Lipper  Category  Average.  To  seek 
substantial  income  and  long-term 
capital  growth  with  less  risk,  the  fund 
invests  in  dividend- paying  stocks  of 
established  companies. 

As  with  any  stock  fund,  there 
will  be  price  fluctuation.  Minimum 
investment  is  $2,500  ($1,000  for  IRAs). 
No  sales  charges. 


Average  Annual  Total  Returns 

as  of  9/30/96 
■  Equity  Income  Fund 
I   Upper  Equity  Income  Funds  Average 


20.47% 


1  year  5  years  10  years 


nies  Hitec  ASA,  an  oil-drilling  manu- 
facturer; loss-ridden  NCL  Holding,  the 
parent  company  of  Norwegian  Cruise 
Lines;  Nera  AS,  a  telecommunications 
company  trading  at  27  times  earnings; 
SensoNor,  a  manufacturer  of  elec- 
tronic air  bag  sensors  which  lost  $3 
million  in  1995;  and  Sysdeco  Group 
AS,  a  software  developer  that  has  seen 
its  stock  fall  from  210  Norwegian 
kroner  in  February  to  a  recent  15. 

As  for  the  State  Street  funds,  the 
biggest  Peter  Young  position  is  in  war- 
rants issued  by  Emtech  Ltd.,  recently 
renamed  Ashurst  Technology.  The 
fund's  sixth-largest  holding,  Bermuda- 
based  Ashurst  says  it's  "an  interna- 
tional group  engaged  in  the  develop- 
ment and  marketing  of  advanced 
materials,  technologies  and  business 
opportunities  in  Ukraine."  In  the 
most  recent  quarter,  Ashurst  lost  $2 
million  on  revenues  of  $1.1  million. 
Former  State  Street  money  manager 
Bamford  said  he  expected  the  stock 
was  a  long-term  pick. 

What  are  investors  getting  for  the 
outsize  risks  they  appear  to  be  taking 
in  these  funds?  Dean  Witter's  Interna- 
tional SmallCap,  born  two  years  ago, 
has  badly  lagged  both  the  Morgan 
Stanley  World  index  and  the  S&P  500: 
It  lost  more  than  10%  of  its  value  in 
1994  and  gained  only  2.9%  the  fol- 
lowing year.  So  far  this  year,  it's  up  a 
paltry  5.5%.  It  has  a  hefty  5%  load. 

Dean  Witter's  World  Wide  Trust 
has  fared  a  bit  better,  but  its  ten-year 
average  lags  the  Morgan  Stanley  world 
index  by  more  than  3%.  The  fund  was 
up  41%  in  1993,  then  lost  7%  in  1994 
and  gained  4.6%  last  year.  Year-to- 
date,  it's  up  7.9%.  Load:  5%. 

In  existence  since  1992,  State  Street 
Research's  International  Equity  funds 
have  also  disappointed.  Year-to-date, 
all  classes  are  down  0.5%  to  1.5%.  The 
diree -year- average  annual  return  is  6%, 
according  to  Morningstar. 

How  can  mutual  fund  investors 
avoid  this  kind  of  hazard?  Take 
responsibility  for  your  own  invest- 
ments. Don't  be  sold  funds  by  load- 
hungry  stockbrokers.  Do  a  little 
homework  and  pick  your  own.  If 
you're  interested  in  buying  an  inter- 
national fund,  stick  with  a  time-tested 
manager.  Three  that  pass  muster  with 
Forbes:  the  Janus  Worldwide  fund, 
the  USAA  Investment-Cornerstone 
Strategy^  and  Fidelity  Worldwide.  M 
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Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-541-6648 


Invest  With  Confidence® 

T.RoweRice 


m 
•Ik 


*Source:  Lipper  Analytical  Services,  Inc.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital 
gain  distributions.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption 
than  at  original  purchase.  Past  performance  cannot  guarantee  future  results.  Read  the  prospectus  carefully  before 
investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  EIF033471 


MORE    EXCITING    THAN  A 


.  S  .    SAV  I  N.GS  BOND 


ALL  RIGHT  ALREADY,  so  a  U.S.  Savings  Bond  isn't  the  most  exciting  thing  in  the 
world.  GOOD  FOR  YOU!  After  all,  do  you  really  want  your 
investments  to  be  thrilling?  Breathtaking?  NO  WAY.  Wouldn  t  you 
rather  have  an  investment  that's  guaranteed  to  grow?  Sure  you  would. 

U.S.  Savings  Bonds.  Yawn  al!  the  way  to  the  bank! 


V  SAVINGS 
I  u.  BONDS 

A  public  service  of  this  magazine 


Take 
Stock 

inAmerica 


There  is  an  entire  world  beneath  this  sky,  and  on  it  daily,  2,066,706 futures  arc  traded, 
69,960,000  barrels  of  oil  are  produced,  136,145  cars  roll  off  assembly  lines,  countless 
disasters  occur  and  governments  govern,  some  well,  some  poorly.  Yet,  with  all  this  diversity, 
one  basic  need  transcends  all  others.  The  need  to  communicate.  This  is  our  planet.  From 
where  we  sit,  there  are  no  borders  dividing  countries,  no  ribbons  of  telephone  lines,  no  dishes, 
just  the  sky.  And  if  you  can  see  the  sky,  you  can  communicate  on  our  planet. 


INTRODUCING 


The  first  affordable,  portable,  global  communications  system.  Phone,  fax,  e-mail  and  messaging,  for  about  the  price  of  a  laptop  computer. 
Call  t-888-PLANE  Tl  or +  1-301 -2 1 4-3500  outside  the  I  '.S.  E-mail:  Planet J@comsat.com  Web:  www.comsat.com  ^COMSAT 

Person  ).  '.  O'fi  nuriH  . j  ■<  . 


Repealing 
the  laws 
of  physics 


BY  RUSSELL  SEIT2 


Sunday  night  television,  Sept.  22 — what's 
on  NBC  tonight? 

On  Deadly  Ground,  a  movie  starring  Steven 
Seagal  playing  an  American  Indian 
Red  Adair.  He's  battling  the  flames  as  a 
wildcat  well  explodes  and  threatens  the 
fragile  ecology  of  Alaska's  North  Slope. 
Now  he's  blowing  the  whistle  on  his  vile 
employers  and  being  hunted  down  by 
their  goons. 


Russell  Seitz  is  an  Good!  The  tables  are  turned!  He  has 

affiliate  of  The  John      blown  their  whole  evil  petrochemicals 
M.  Olin  Institute  for       complex  right  off  the  face  of  the  Earth!  No 
Strategic  Studies  at       more  waste  in  the  water,  nor  in  the  air,  no 
Harvard  University  in     more  solid  waste. 
Cambridge,  Mass.  Blah,  blah,  blah. 

Though  the  folks  at  NBC  were  loath  to  tell 
viewers,  On  Deadly  Ground  was  really  a  com- 
mercial, dramatizing  almost  word  for  word 
the  United  Nations-sponsored  Zero  Emis- 
sions Research  Initiative,  zeri  for  short.  ZERI 
aims  at  a  global  industrial  policy  with  heavy 
industries  centralized  to  maximize  recycling. 
Its  "charter"  cites  "Vice  President  Al  Gore's 
proposal  for  a  Global  Marshall  Plan"  and  his 
book,  more  sermon  than  science,  The  Earth 
in  the  Balance. 

At  the  Second  Annual  Congress  on  Zero 
Emissions  Research  held  in  May  in  Chat- 
tanooga, Tenn.,  a  galaxy  of  academicians, 
including  the  leading  lights  of  Indonesian  and 
Namibian  science,  read  the  riot  act  to  techni- 
cal civilization. 

The  conference's  declared  goal:  "Eliminate 
all  forms  of  waste  from  industrial  processes. 
All  waste  is  to  be  converted  into  value." 

Garbage  in,  nothing  out?  Whatever 
the  U.N.,  the  makers  of  On  Deadly  Ground 
and  Al  Gore  think,  this  initiative  couldn't 
pass  peer  review  at  Astounding 
Science  Fiction.  It  takes  a  load  of  power 
to  make  cold  air  come  out  of  a  smokestack 
or  freeze  carbon  dioxide  out  of  the  sky. 
Anyone  bent  on  thus  confronting  the 
laws  of  thermodynamics  has  a  duty 
to  explain  where  that  extra  power  will 
come  from. 

Perhaps  fossil  fuels  and  nuclear  power  will 


be  zeri's  thermodynamic  salvation?  No  way. 
Winding  down  combustion  is  the  flip  side  of 
its  environmental  agenda.  And  no  new 
nuclear  plants  are  on  the  books. 

The  conference  papers — you  can  look 
them  up  on  the  Web  at  www.zeri.org — 
show  a  whimsical  taste  in  energy  technolo- 
gy, ranging  from  photovoltaic  greenhouses 
to  (ready  for  a  remake  of  Water  world) ) 
ocean  thermal  power  platforms.  All  are  dis- 
cussed without  mention  of  their  voracious 
capital  requirements. 

Ironically,  the  only  industrial  nation 
with  the  sort  of  power  surplus  to  make 
these  zero  emission  projects  possible  is 
France.  And  France  has  that  surplus 
because  it  derives  most  of  its  electricity  from 
advanced  nuclear  power. 

Laughable  or  not,  On  Deadly  Ground  and 
zeri  are  part  of  a  trend  that  must  be  watched 
Carefully.  Saving  the  world  is  providing  a  new 
pretext  for  those  disposed  to  government 
intervention. 

One  ZERI  working  paper  puts  its  socialism 
in  mystical  terms:  "It  is  physically  no  longer 
possible  to  externalize  the  environmental 

Garbage  in,  nothing  out? 
Whatever  the  U.N.  and 
Al  Gore  think,  this  initiative 
couldn't  pass  peer  review 
at  Astounding  Science  fiction, 

costs  .  .  .  and  allow  them  to  be  borne  by 
nature  .  .  .  the  technology-based  arrogance  of 
the  West  must  be  tempered  with  .  . .  the 
ancient  values  that  have  survived  moderniza- 
tion in  the  East." 

It  may  seem  comic  to  find  the  United 
Nations  and  the  Clinton-Gore  Admin- 
istration embarking  on  a  crusade  against 
thermodynamic  reality  that  would  leave 
MIT  freshmen  rolling  on  the  physics  lab 
floor.  But  zeri  means  business.  The  first 
victim  of  this  ecological  jihad  would  be 
homo  faber.  We  have  met  zeri's  enemy 
and  he  is  us:  man — the  maker  of  things.  H 
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Revlon  and  Estee  Lauder  are  the  biggest  names 
in  the  cosmetics  business.  But  the  two  companies 
pursue  very  different  strategies. 

Leonard  Lauder 
goes  scalloping 

By  Howard  Rudnitsky  and  Julie  Androshick 


In  the  $45  billion  (worldwide  retail 
sales)  cosmetics  market,  Revlon  and 
Estee  Lauder,  both  U.S.  companies, 
are  heavy  hitters.  But  while  they  both 
operate  in  the  world  of  scents,  lip- 
sticks, body  creams  and  eyeliners, 
they  are  not  really  direct  competitors. 
They  mostly  compete  in  different 
ends  of  the  market.  Both  are  gaining 
market  share,  but  with  different 
strategies. 

Estee  Lauder,  with  brands  like 
Estee  Lauder,  Clinique  and  Prescrip- 
tives,  has  42%  of  the  U.S.  department 
store  market,  three  times  its  nearest 
competitor,  L'Oreal.  This  is  the  classy 
part  of  the  market — special  displays, 


lots  of  service,  just  2,200  basic  out- 
lets, says  Allan  Mottus,  publisher  of 
The  Informationist  newsletter.  Where 
Lauder  dominates  in  department 
stores,  Revlon  is  a  leader  in  the  mass 
market — drugstores  and  mass  retail- 
ers— with  almost  30%  of  that  market. 
Both  markets  are  around  $4  billion 
(at  U.S.  wholesale  prices). 

Revlon  was  floundering  when 
takeover  artist  Ronald  Perelman 
grabbed  control  in  1985.  After  a  false 
start,  Perelman  in  1991  brought  in 
Jerry  Levin,  hiring  him  from  Cole- 
man, where  he  was  chairman. 
"Revlon  in  1991  was  a  $3  billion 
company  with  34,000  employees, 


losing  market  share,  money  and  good 
people,"  says  Levin. 

Levin  didn't  know  much  about 
makeup,  but  he  understood  manage- 
ment. He  lured  George  Fellows  from 
Mennen  and  Katherine  Dwyer  from 
Clairol  to  help  him  fix  the  mess. 

Levin  understood  that  you  can't  be 
all  things  to  all  people.  Previously, 
Revlon  had  been  in  both  the  depart- 
ment store  and  mass  merchandising 
markets.  It  was  losing  market  share  in 
both.  Levin  targeted  mass-market 
chains  like  Target,  Wal-Mart,  Kmart 
and  large  drugstore  chains  like  CVS. 
To  do  so,  he  had  to  step  up  and  spiff 
up  advertising.  "Without  beauty 
advisers  in  the  drugstores,  the  prod- 
uct has  to  speak  for  itself,"  Levin  says. 
Focus  groups  told  Levin  that  women 
wanted  lipstick  that  didn't  rub  off 
quickly.  Revlon  launched  a  longer- 
lasting  lipstick,  Ultima  II  LipSexxxy 
Lipcolor,  on  a  small  scale  in  depart- 
ment stores  as  a  test. 

Why  department  stores?  "To  create 
theater,"  Levin  says.  When  that  fussy 
audience  applauded,  he  knew  he  had 
a  winner.  So  Revlon's  ColorStay  was 
launched  in  mass-market  outlets  in 
June  1994. 

Returning  to  the  flamboyance  and 
celebrity  models  Revlon  had  used  in 
the  days  of  the  late  Charles  Revson, 

§  Beauties  and  the 
8  bulls:  Revlon's 
S  supermodels,  Cindy 
2  Crawford  (left)  and 
s  Claudia  Schiffer,  join 
Chairman  Jerry 
Levin  to  create  a  stir 
on  the  floor  of  the 
New  York  Stock 
Exchange  at  the 
company's  public 
offering  in 
November  1995 
Levin  is  banking 
on  glamour  and 
space  age 
polymers  to  get 
his  stock  flying 
high  again,  as  it 
did  in  the  glory 
days  of  Revlon's 
founder,  Charles 
Revson. 
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the  workmanship  of  skilled  hands 
and  an  exacting  attention  to  detail 
and  design  find  expression  in  a  unique 
collection  for  the  outdoor  way  of 
life  -  all  celebrating  the  distinguished 
lineage  of  holland  &  holland. 
For  more  information  please  call 
1-800-SINCE-1835. 


IUBLE-BARRELLED  NAME 


is  A  shopper  at  Drug 
1  Emporium  in 
o  Moorestown,  N.J. 
s  scans  the  racks 
K  while  choosing  a 
Revlon  lipstick 
"Without  beauty 
advisers  in  the 
drugstores,  the 
product  has  to 
speak  for  itself," 
says  Jerry  Levin. 
Now  Revlon 
speaks  to  women 
through  sample 
trays  and  glossy 
instruction  sheets 
for  color  makeup. 


Levin  hired  Cindy  Crawford  for  Col- 
orStay,  Claudia  Schiffer  and  actress 
Halle  Berry,  among  others.  Levin  also 
hired  actress  Melanie  Griffith  to 
introduce  Age  Defying  foundation. 
This  past  spring  Levin  added  a  Col- 
orStay  mascara.  A  quick-drying  nail 
polish  is  in  the  works. 

In  cosmetics,  as  in  most  business- 
es, product  innovation  separates  win- 
ners from  losers.  In  that  respect, 
Levin  gave  Est.ee  Lauder  a  run  for  its 
money.  And  Revlon  has  chosen  the 
growth  part  of  the  domestic  makeup 
market.  Last  year  80%  of  all  makeup 
(in  units)  was  sold  in  self-service 
channels  versus  57%  in  1985. 

But  while  concentrating  on  the 
mass  market,  Revlon  has  not  sacri- 
ficed operating  margins.  Because  of 
good  products,  flashy  advertising, 
and  because  it  avoids  low-end  super- 
markets, Revlon  gets  premium  prices. 
Revlon's  average  retail  price  per  unit, 
according  to  ratings  company  A.C. 
Nielsen,  is  $5.85  versus  $3.60  for 
L'Oreal's  Maybelline  and  $3.33  for 
Procter  &  Gamble's  Cover  Girl. 


First  Encounters 
By  Davidoff. 


The  smoky  room  echoed 
with  the  sounds  of  ice  hitting 
crystal  and  as  Dizzy's  cheeks 
took  on  another  dimension, 
a  moment  was  created 
with  "Tour  De  Force! 
This  was  an  era  when  Louie. 
Billie  and  the  Count,  among 
other  jazz  greats,  were  the  best 
smoking  companions  a  fine 
cigar  could  hope  for 
So  sit  back  and  savor  the 
flavor  of  all  that  jazz  now 
available  on  a  premium 
CD  from  Davidoff  for  $16.00. 

For  more  information 
about  our  products  and  to 
locate  your  nearest  Davidoff 
.retailer,  call  1 -800-328-4365. 


For  those  who  are  obsessed 
with  qualify. 


535  MADISON  AVENUE.  NEW  VORK.  712-751-9060/800-54  8-4623  •  232  VIA  RODEO.  NORTH  RODEO  DRIVE  BEVERLY  HILLS.  310-2/8-8884/800-328-0039  CATALOGUE  ORDERS,  800-328-4365  EXT  63  I 

GENEVA  BRUSSELS.  AMSTERDAM,  LONDON,  SAO  PAULO.  MONTREAL.  NEW  YORK.  PANAMA  CITY.  MEXICO  CITY  BEVERLY  HILLS  TOKYO.  SEOUL.  BEIJING.  SINGAPORE.  HONG  KONG,  KUALA  LUMPUR.  MOSCOW.  BERUN.  ZURICH 


Know  Us  By 
Our  Relationships 


$502,500,000 

OLEAR 
CORPORATION 

Price  $33.50  Per  Share 


Lead  Manager 
Lehman  Brothers 


General  Motors 

has  split-off  its  Electronic  Data 
Systems  unit  to  Class  "E" 
Shareholders 

Financial  Advisor 
to  EDS 

Lehman  Brothers 


The  French  Republic 

has  sold  9,500,000 
Ordinary  Shares  in 

m 

TOTAL 
MM 

for  an  amount  of 
FFr  3,097  million 


Lead  Manager 

Lehman  Brothers 


$1,000,000,000 

European  Investment  Bank 


10~year  Global  Notes 

Joint  Bookrunner 
Lehman  Brothers 


dm  1,500,000,000 

Tennessee  Valley  Authority 

10-year  Global  Notes 

Lead  Manager 

Lehman  Brothers 

\S  ■  Singapore 
Telecom 

has  exchanged  a  50%  interest 
in  Yorkshire  Cable  Group  Limited 
for  84,458,000  new  Ordinary  Shares 
of  General  Cahle  PLC 

Financial  Advisor 
to  Singapore  Telecom 

Lehman  Brothers 

With  145  years  of  experience,  Lehman  Brothers  is  one  of  the  world's  leading 
global  investment  banking  companies,  ranking  among  the  top  M6?A  advisors  and 
underwriters  of  debt  and  equity  for  major  businesses  worldwide.  Whether  it's 
our  leadership  in  capital  markets,  our  relationships  with  major  companies  and 
governments,  or  our  experience  and  capabilities  in  products  and  markets 
globally,  businesses  and  investors  are  turning  to  Lehman  Brothers. 


Lehman  Brothers 


©1996  Lehman  Brothers  Inc.   All  Rights  Reserved    Member  SIPC 


Levin  still  has  a  lot  of  work  to  do. 
Big  advertising  spenders  like  L'Oreal 
(with  Colour  Endure  and  Great  Wear 
Budge -Proof  Lip  Colour)  and  P&G 
(Cover  Girl's  Continuous  Color  Self- 
Renewing  Lipstick)  are  hot  on 
Revlon's  heels. 

Meanwhile,  the  fragrance  market  is 
in  turmoil,  with  dozens  of  new 
entries  each  year.  Revlon  hasn't  had  a 
major  fragrance  hit  since  Charlie — 25 
years  ago.  Revlon  launched  Cherish 
this  fall,  but  Levin  is  expecting  only 
modest  success  for  the  brand. 

Revlon's  skin-care  line  of  moistur- 
izers and  toners — Eterna  27,  Moon 
Drops  and  Revlon  Results — are  the 
company's  major  weakness.  Levin 
says  Revlon  is  working  on  newer 
polymers  that  are  used  by  the  aero- 
space industry  that  can  be  applied  to 
skin  care.  "We  expect  in  late  1997  to 
introduce  a  fairly  revolutionary  skin- 
care  line  to  get  us  back  in  skin  care." 

But  Estee  Lauder,  too,  faces  chal- 
lenges. While  the  mass  market  has 


grown,  department  stores,  Lauder's 
stronghold,  have  shrunk  in  number. 
Venerable  names  like  Broadway 
Stores  and  B.  Altman  have  disap- 
peared. Others  have  merged. 

Since  1982  the  able  Leonard 
Lauder  has  been  chief  executive  of 
the  company  his  mother,  Estee, 
founded  50  years  ago.  Lauder  claims 
department  store  consolidation  is 
more  positive  than  negative  for  his 
company. 

"In  our  case,  consolidation  means 
greater  profits,"  Lauder  says.  "If  we 
have  three  chains  in  a  city,  we  have  to 
support  counters  in  all  of  them.  With 
consolidation,  we  only  have  to  sup- 
port one  chain  and  we're  doing  more 
business,  so  profitability  goes  up." 

In  its  chosen  market  Estee  Lauder 
is  taking  market  share  from  Elizabeth 
Arden  and  Germaine  Monteil, 
among  others.  Recognizing  the 
appeal  to  many  women  of  the  so- 
called  natural  cosmetics,  Lauder  in 
1990  introduced  Origins,  a  line  of 


cosmetics  and  body  oils,  aimed 
squarely  at  the  Body  Shop  clientele. 

And  its  high-class  image  is  some- 
thing of  a  handicap.  Many  younger 
women  think  of  Lauder  as  their 
mothers'  brand.  To  address  that 
problem,  Leonard  hired  Czech 
model  Paulina  Porizkova  in  1988. 
The  idea  was  to  present  an  indepen- 
dent and  overtly  sexual  European 
image.  It  didn't  work  in  the  U.S. 
Leonard  Lauder  says  Paulina's  "too 
perfect"  beauty  was  intimidating  to 
his  customers. 

Then  Lauder  saw  English  actress 
and  producer  Elizabeth  Hurley  on 
the  cover  of  Tatler  magazine.  That 
was  what  he  wanted:  glamour,  but 
friendly  and  approachable.  Hurley's 
public  humiliation  when  her 
boyfriend,  actor  Hugh  Grant,  was 
arrested  with  a  prostitute  did  the 
image  no  harm.  Apparently  it  evoked 
sympathy  for  her  among  women, 
making  her  appear  even  more  vulner- 
able. Women  seemed  to  want  to  help 


The  new  me 


Why  are  women  willing 
to  spend  so  much  money 
on  cosmetics?  They  are 
buying  hope  in  a  jar,  cyni- 
cal old  Charles  Revson 
used  to  say.  Maybe  so,  but 
hope  can  feel  pretty  good. 
Forbes  reporter  Julie 
Androshick  finds  out  what 
it's  like: 

Bloomingdale's  in  New 
York  City.  Cosmedes 
counters  are  ablaze  with 
lights,  color  and  with 
women  hungrily  sampling 
the  merchandise.  Beauty 
advisers  gesticulate  with 
hands  full  of  makeup, 
moisturizer  and  thigh 
cream.  Cash  registers  ring 
and  credit  card  slips  spit 
out  of  machines. 

Estee  Lauder's  minions 
aie  giving  out  foundation 
samples  and  free  make- 
overs. Eric  Gratz,  Lauder's 
national  makeup  artist,  is 
blushing  a  tall,  elegant 


woman.  I  go  to  Marie 
Bell.  Bell,  no  slouch  her- 
self, does  about  12 
makeovers  a  day  during 
events  such  as  this  one. 

I  sit  on  a  stool,  and  Bell 
starts  my  facial  tour  of 
skin  care  and  cosmetics, 
explaining — and  selling — 
the  uniqueness  of  each 
step.  She  cleans  my  face, 
pats  it  dry  and  splashes  on 
some  toner.  My  face  tin- 


gles. She  then  exfoliates 
and  antioxidizes  before 
moisturizing.  "This  pro- 
tects your  face  against 
environmental  damage," 
Bell  says.  Living  in  New 
York  City,  I  know  what 
she  means. 

Mmmm.  That's  nice. 
"Lullabies  are  a  quarter 
each,"  Bell  coos  to  me. 

Now  for  the  makeup. 
First,  some  of  the  free 


A  model  sits  for  an  Estee  Lauder  makeover  at  Bloomingdale's 
Instant  sex  appeal,  making  you  feel  good  for  days. 


sample,  Enlighten  founda- 
tion, is  sponged  on  my 
face.  Then  Bell  is  ready  to 
fill  in  the  blanks.  "I'm 
going  to  bring  out  the 
apple  of  your  cheeks  with 
a  deep  bronzer,  and 
accentuate  them  with  a 
port  passion  blush,"  she 
tells  me. 

My  eyes  are  lined  with 
Violet  6  and  defined  with 
Khaki.  By  this  time  several 
onlookers  murmur  smiling 
approvals,  and  I  sigh  with 
girlish  delight. 

Finally,  my  lips  are 
primed  with  Fig  and  col- 
ored in  with  Caffe 
Caramel  lipstick.  Will  this 
make  men  desirous  or 
hungry? 

Bell  looks  me  over,  then 
brings  the  mirror  to  my 
face. 

Wow!  I  seem  transmut- 
ed. "Clients  leave  with  a 
'new  you,'  "  says  Bell.  I 
believe  her.  I  felt  so  good 
I  went  right  out  and 
started  shopping  for 
clothes.  -JA.  M 
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her.  Why  not  buy  the  lipstick  she's 
pushing? 

The  battle  to  appeal  to  younger 
women  goes  on  for  Leonard  Lauder. 
In  October  1995  he  bought  Bobbi 
Brown  Essentials,  which  targets  a  hip, 
upscale  consumer.  He  has  updated 
the  Estee  Lauder  perfume  line,  some- 
times perceived  as  too  heavy  for 
young  customers.  The  new  Pleasures 
fragrance,  with  its  lighter  scent,  has 


marketing  technique,  and  it  works," 
Lauder  says  happily. 

He  has  also  borrowed  a  technique 
from  other  industries:  joint  ventures 
to  spread  the  cost  of  developing  new 
products.  Developing  and  launching 
a  new  fragrance  is  expensive — it  can 
cost  as  much  as  $30  million.  In  the 
past  Estee  Lauder  had  always  insisted 
on  developing  all  its  fragrances  inter- 
nally, but  last  year  it  entered  into  an 


Estee  Lauder's  chairman,  Leonard  Lauder,  fusses  over  his  spokesmodel,  Elizabeth  Hurley 
Warmer  and  more  approachable,  customers  want  to  buy  what  she's  pushing. 


brought  in  younger  (20-to-35-year- 
old)  customers.  One  of  Estee 
Lauder's  bestsellers,  White  Linen, 
remains  a  perennial  favorite  with 
older  customers. 

Though  he  remains  firmly  com- 
mitted to  the  tony  part  of  the  market, 
Lauder  isn't  above  borrowing  a  tech- 
nique from  mass  marketer  Procter  & 
Gamble.  He  calls  it  "scalloping." 

"Scalloping  has  been  used  by  the 
soapers  for  years,"  Leonard  says. 
"When  a  product  reaches  its  peak, 
give  it  another  bump.  Like  new-and- 
improved  Tide.  It's  still  Tide,  but 
now  it  has  Lemon,  now  this  and  that. 
When  White  Linen  matured,  we 
came  out  with  White  Linen  Breeze,  a 
lighter  version." 

He  did  the  same  thing  with 
Fruition  Extra  and  Advanced  Night 
Repair.  "We  borrowed  the  soapers' 


exclusive  worldwide  cosmetics  licens- 
ing agreement  with  hot  apparel 
designer  Tommy  Hilfiger.  Lauder 
launched  Tommy  under  its  Aramis 
men's  line.  It's  been  a  winner,  and 
now  is  being  followed  by  Tommy 
Girl.  By  riding  on  Hilfiger's  hot 
appeal,  Lauder  was  able  to  greatly  cut 
the  cost  of  introduction. 

Having  finally  gone  public  in 
November  1995,  Lauder  says  he  is 
more  willing  to  do  things  like  the 
Hilfiger  deal.  It  may  hurt  the  Lauder 
pride  a  bit,  but  it  enhances  profit 
potential.  "Now,"  he  says,  "we're 
willing  to  do  whatever  it  takes  to 
boost  sales  and  earnings." 

Nowhere  is  the  difference  between 
the  Lauder  and  Revlon  strategies 
more  apparent  than  in  their  pursuits 
of  the  overseas  markets.  The  U.S. 
market  is  more  or  less  mature.  Not  so 


with  China,  India,  Indonesia  and 
Brazil.  As  hundreds  of  millions  of 
people  migrate  from  farms  to  towns 
and  begin  earning  cash  wages,  cos- 
metics become  one  of  the  first  prod- 
ucts they  buy.  At  the  same  time, 
industrial  development  always  creates 
a  whole  new  class  of  affluent  con- 
sumers who  create  a  new  market  for 
Western  products.  In  going  abroad, 
Lauder  has  the  clear  lead. 

Estee  Lauder  generates  about  half 
its  sales  and  operating  profits  outside 
the  U.S. — for  now  mainly  in  Europe 
and  Japan;  it  is  gaining  market  share 
in  both  places.  In  Japan  Lauder  is 
giving  Shiseido,  which  has  ruled 
department  stores,  a  scare.  Lauder's 
Clinique  is  now  number  one  in  skin- 
care-obsessed  Japan. 

But  Revlon's  future  prospects  may 
be  stronger  overseas  than  Lauder's. 
Its  lower  prices  make  it  more  accessi- 
ble for  young  shop  girls  and  factory 
workers  in  many  markets  abroad,  and 
the  upper-crust  market  is  still  quite 
small  there.  "Take  Japan,"  says 
Revlon's  Levin.  "A  few  years  ago 
their  cosmetics  business  was  a  depart- 
ment store  business,  period.  We  went 
to  mass  retailers  and  now  we  have 
2,800  locations  in  Japan."  Levin  con- 
tinues: "There  has  been  a  great  shift 
to  mass  volume  retailing  all  over  the 
world.  It's  happening  in  Australia  and 
we  are  right  in  the  middle  of  it." 

Maybe  so,  but  in  prestige  and  prof- 
itability Revlon  still  has  a  very  long 
way  to  go  to  close  the  gap  with  Estee 
Lauder.  In  the  fiscal  year  that  ended 
on  June  30,  Estee  Lauder  spent  $921 
million  on  advertising  and  the  pro- 
motion of  its  products.  On  that 
investment  Lauder  generated  sales  of 
$3.2  billion  and  earned  $313  million 
in  pretax  income. 

By  contrast,  Revlon  this  year  will 
do  about  $2  billion  in  revenues  and 
earn  a  mere  $46  million,  according  to 
Morgan  Stanley  analyst  Brenda 
Landry.  Reason:  Perelman's  legacy  of 
debt.  Standard  &  Poor's  just  lowered 
Revlon's  $2.2  billion  total  debt  from 
stable  to  negative.  Thus,  Revlon 
could  afford  to  spend  only  $360  mil- 
lion on  advertising  and  promotion. 

In  a  business  that  is  95%  image, 
victory  will — other  things  being 
equal — go  to  the  outfit  with  the 
biggest  and  smartest  advertising 
budget.  H 
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THE  FUTURE 


BY    THE    NEW    YORK    STOCK  EXCHANGE 
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1 


lobal  industry  that  changes  the  way  we  all  live.  At  the  New  York  Stock  Exchange,  we  celebrate  that  spirit.  It's  why 


'e  ve  helped  more  than  1,000  young  companies  go  public  in  the  last  12  years.  Because  equity  is  all  about  the 


dure.  Our  role,  is  helping  to  bring  it  about. 


HOW  MANY 


INDUSTRIAL 


GIANTS  ARE 


THERE  WAITING 


IN  PLOVDIV? 


Who  k  nous  ?  But  the  world  is  alive  with  possibilities  and  privatization.  Fast-growing  companies  seeking  capit 
to  fuel  their  growth  will  he  drawn  to  the  New  York  Stock  Exchange,  where  our  list  of  non-U.S.  companies  has  groin 
an  average  of  20o/o  per  year.  Because  as  the  world's  single-greatest  capital  market,  the  NYSE  can  help  dream, 
unfold  and  businesses  grow  into  leaders.  Whether  they're  from  Plovdiv,  Bulgaria  — or  Rome,  New  York. 


WHAT  CAN 


HAPPEN 


I  N  A 


PICOSECOND? 


Almost  anything.  Even  in  a  trillionth  of  a  second,  the  equivalent  of  winning  the  100-meter  dash  by  the  widt 
of  a  human  hair,  momentous  things  can  occur.  But  in  the  worlds  most  liquid  market,  investors  can  respott 
instantly  to  changing  opportunities.  That's  because  the  New  York  Stock  Exchange  has  invested  more  the 
billion  dollars  m  technology  over  the  last  ten  years.  To  stay  ahead  of  today's  pace,  and  be  ready  for  tomorrow's 


lan 


HOW    DO  YOU 


WATCH  OVER 


SOMETHING  AS 


INVISIBLE 


AS  TRUST? 


i  a  word,  zealously.  By  building  upon  a  foundation  of  the  finest  securities  laws  in  the  world,  the  New  York  Stock 


xchange  maintains  a  fair  and  orderly  mar  ket  in  which  51  million  individuals  are  treated  as  one.  Because  investor 


mfidence  —  the  willingness  to  place  one's  capital  at  the  service  ofh  usiness  —  is  the  foundation  of  the  equity  system. 


Turturmg  it  is  our  greatest  charge.  And  our  greatest  achievement. 


WHO 


WILL  BE 


THE  BEACONS 


IN  THE 


NIGHT? 


Those  who  look  beyond  the  horizon.  For  more  than  200  years,  investment  in  securities  has  made  possible  a  betti 


way  of  life  in  this  country.  Now,  as  we  approach  the  next  millennium,  it's  poised  to  do  the  same  around  the  worl 


And  as  those  who  serve  as  equity  's  stewards  here  in  America  and  preach  it  abroad,  the  New  York  Stock  Exchange 


excited  to  find  that  the  wonders  we've  been  foreseeing. .  .are  about  to  begin. 


IT'S    GOING    TO  HAPPEN 


COME    ALONG    AND  SEE 


THE  NEW  YORK  STOCK  EXCHANGE 

THE  WORLD  PUTS  ITS  STOCK  IN  USf 


N I  \\  YORK  STOCK  EXCHANGE,  INC    ELEVEN  WALI  STREET  NEW  YORK,  NY  10005    TEL  21 2  656-5000    l:AX  21  2  656-21  26    III  II'    VC'W'VCNYSE  COM 
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Europe  has  two  prestigious  M.B  A  programs  for  English  speakers.  One  is  for  the 
serious  scholar,  the  other  is  for  the  student  who  wants  some  partying  with  his 
learning.  Both  enjoy  precious  freedom  from  American  political  correctness. 


Wharton  they  are  not 


By  Gary  Deutsch 

Looking  for  an  M.B.A.  with  an 
international  touch?  Last  month  I 
spent  several  days  in  Europe  visiting 
two  of  the  continent's  top  business 
schools,  the  International  Institute  of 
Management  Development  (imd) 
and  the  European  Institute  of  Busi- 
ness Administration  (Insead).  I  met 
with  students,  faculty  and  administra- 
tion, attended  classes  and  sampled 


student  life,  and  compared  it  with  my 
own  experience  at  Wharton,  where  I 
am  a  second-year  M.B.A.  candidate. 
My  conclusion:  For  serious  learning, 
go  to  IMD.  For  learning  mixed  with 
some  great  playing,  Insead's  the 
right  place. 

Both  schools  are  set  in  glorious 
surroundings,  imd,  in  Lausanne, 
Switzerland,  is  located  across  the 


street  from  the  shores  of  Lake 
Geneva.  Most  students  live  in  nearby 
apartments  on  the  town's  hilly 
streets,  enjoying  panoramic  views  of 
the  snowcapped  peaks  across  the  lake. 

A  90-minute  drive  southeast 
from  the  Arc  de  Triomphe,  leafy 
Fontainebleau,  France,  home  to 
Insead,  is  almost  a  suburb  of  Paris. 
Many  Insead  students  take  rooms  in 
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•  Advanced  Engineering  &  Construction  Technolog 
•  Full  Line  of  Passenger  Vehicles 

•  The  Safest  Moss-Type  LNG  Carriers 
•  Technologically  Advanced  Precision  Machinery 

•  Petrochemicals 
•  256M  SDRAM,  Industrial  Electronics 

•  Iron  &  Steel  Manufacturing 


•  Telecommunications  Satellites 
•  Aerospace  Technology 
•  Pollution-free  Transportation  Systems 
•  New  Materials 


"Value  Management"  for  Mankind,  Society  and  Future 


The  Next  Innovative  Step 


"Hyundai  Group  will  continue  to  race 
towards  the  21st  century  with  renewed 
enthusiasm  and  commitment" 

Chung,  Mong-koo 
Chairman 


Half  a  century  ago, 

inspired  by  a  challenging  spirit  and 

an  unyielding  desire  to  succeed, 

Hyundai  took  its  "first  pioneering  step" 

into  the  rapidly  changing  world  of  technology. 

Since  then,  Hyundai  has  made  leaping  advances 

to  position  itself  as  a  global  force 

in  such  diverse  industries  as  automobiles, 

electronics,  iron  &  steel,  shipbuilding, 

engineering  &  construction, 

machinery  and  petrochemicals. 

Today,  Hyundai  is  ready 

to  take  its  "next  innovative  step" 

into  the  new  technologies  and  industries 

that  will  shape  the  2 1  st  Century  - 

aerospace,  telecommunications  satellites, 

pollution-free  transportation  systems. 

And  we  expect  to  be  at  the  cutting-edge 
of  tomorrow's  new  product  development 
guided  by  a  renewed  sense  of  commitment 
to  improving  our  living  environment. 

Hyundai  - 

Committed  to  the  challenge  to  explore. 


From  Chips  To  Ships  - 

HYUNDAI 

Building  A  Better  World  Through  Value  Management 


At  Insead  frequent  mid- 
week recruiting  benders 
often  leave  classroom 
eyelids  in  serious  need 
of  propping. 

the  area's  well-tended  stone  houses 
and  country  chateaus. 

IMD  and  Insead  share  three  charac- 
teristics: truly  international  student 
bodies;  one-year  diplomas;  and  a 
focus  on,  well,  the  normal  B-school 
subjects  of  finance,  accounting,  mar- 
keting and  management.  Neither 
program  is  cheap.  Figure  $50,000  for 
that  one  year. 

After  that  the  similarity  ends.  The 
IMD  program  is  intimate  and  very 
serious,  imd's  1996  class,  studying 
from  January  to  December,  numbers 
only  82.  The  average  age  of  imd's 
students  is  30,  and  over  80%  of  the 
class  have  at  least  five  years  of  work 
experience.  Boasts  Kalpana  Denzel, 


imd's  director  of  admissions  and 
career  services:  "People  here  talk 
about  what  they  have  done  rather 
than  what  they  would  do."  Only  one 
in  six  applicants  is  accepted.  One  in 
eight  is  female.  In  1996  there  were 
only  three  Americans.  Denzel  says 
American  applications  are  on  the  rise, 
although  mostly  from  applicants  who 
lack  the  previous  international  expe- 
rience sought  by  IMD. 

Much  bigger  and  less  academically 
rigorous  than  IMD — yet  equally  selec- 
tive— Insead  assembles  a  student 
body  similar  to  Wharton's  in  terms  of 
age  and  experience.  Average  student 
age  is  28,  and  average  work  experi- 
ence is  three  to  five  years.  Insead  runs 
two  simultaneous  one-year  M.B.A. 
classes,  called  "promotions,"  of 
roughly  260  students  each.  One 
begins  in  January  and  one  in  Sep- 
tember. Typically,  30%  of  Insead  stu- 
dents come  from  consulting,  and  an 
even  higher  proportion  exit  into  that 
field.  I  heard  sarcastic  grumbling 
from  students  that  "The  Firm" — 


McKinsey  &  Co. — is  using  Insead  as  |l 
its  own  executive  training  facility. 

If  you  want  a  good  time  with  your 
diploma,  think  France.  Insead  stu- 
dents are  more  prone  to  the  tempta- 
tions of  a  well-rounded  life  than  their 
IMD  counterparts.  In  fact,  their  fast 
living  has  earned  them  a  reputation  in 
Fontainebleau  for  driving  recklessly, 
trashing  party  rentals  and  leaving 
town  with  unpaid  bills.  Frequent 
midweek  recruiting  benders  often 
leave  classroom  eyelids  in  serious 
need  of  propping. 

Insead  offers  two  main  kinds  of 
social  events:  house  parties  and 
national-week  parties.  Certain 
chateaus  have  legacies  of  glorious 
Scott  Fitzgerald-ish  dinner  parties, 
and  current  students  are  compelled 
to  maintain  the  standards  of  their 
predecessors — a  challenge  given  per- 
haps more  effort  than  their  studies. 
The  same  is  true  of  national-week 
parties.  Student  groups  from  differ- 
ent countries  struggle  to  outdo  each 
other  and  the  legends  of  parties  past 
by  organizing  the  quintessential 
ethnic  celebration. 

Insead  student  houses  are  unbe- 
lievably de  luxe.  I  visited  a  student 
house  that  was  in  the  middle  of  a 
river.  Another  had  a  swimming  pool, 
an  apple  orchard  and  a  lawn  the  size 
of  a  soccer  pitch.  Yet  another  had  a 
walk-in  fireplace  and  a  view  of  a 
stream  right  out  of  a  Monet  painting. 
Is  this  why  Fontainebleau  attracts 
more  Americans  than  Lausanne  does? 
I  don't  know,  but  that  is  the  fact:  The 
North  American  contingent,  about 
5%  at  IMD,  was  15%  at  Insead. 

Don't  even  consider  Lausanne  if 
you  want  big  parties.  The  director  of 
imd's  M.B.A.  program  is  Kamran 
Kashani,  a  dual  Swiss  and  Iranian  cit- 
izen who  earned  a  BA.  and  an 
M.B.A.  from  UCLA  and  a  doctorate  in 
business  from  Harvard.  Kashani  runs 
a  tight  ship.  Structured  class  days  at 
IMD  run  from  8  a.m.  to  5  p.m.  It's 
just  as  well  that  the  grueling  days 
become  long  nights  of  reading  and 
preparation,  because  the  town  pretty 
much  shuts  down  at  7  p.m. 

At  IMD  classes  are  heavily  case- 
based.  IMD  subscribes  to  the  philoso- 
phy that  case  learning  comes  in  three 
equal  parts:  individual  reading,  small 
group  analysis  and  classroom  discus- 
sion. For  a  typical  case  students  will 
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read  the 
material  at 
night,  meet  early  in 
the  morning  to  discuss  it 
with  their  study  group,  then 
attend  a  class  in  which  the  issues  are 
immediately  explored.  Classes  run 
Monday  through  Saturday.  When  I 
told  imd  students  about  Wharton's 
three-day  weekends,  they  regarded 
me  as  a  wimp.  "You  fall  behind  a 
week  here  and  it's  over,"  warns  Bart 
Victor,  an  American  management 
professor  who  came  to  imd  in  Janu- 
ary from  the  University  of  North 
Carolina. 

About  20%  of  the  students  at  some 
point  receive  a  letter  from  Dean 
Kashani  informing  them  they  aren't 
doing  very  well  or  are  showing  up 
late  for  classes.  He  is  quick  to  defend 
his  detailed  scrutinizing  of  student 
performance,  saying,  "We  should  not 
have  to  live  with  admissions  errors." 

When  I  commented  to  Kashani 
that  an  unmotivated  Wharton  stu- 
dent could  slip  through  the  program 
without  doing  much  work  and  with- 
out being  admonished  by  the  admin- 
istration, he  shook  his  head.  "Ameri- 
ca has  gone  soft,"  he  sighed. 
"Quality  in  education  is  eroding." 
Kashani  feels  that  American  profes- 
sors fear  facing  charges  of  racism, 
sexism  and  the  like,  and  therefore  feel 
compelled  to  pass  all  students. 

Insead  and  Fontainebleau  are 
another  world.  As  at  Wharton,  stu- 
dents sometimes  come  to  class  late, 
daydream  in  class  and  slip  out  for 
coffee.  Insead  makes  no  attempt  to 


enforce  an 
IMD-Iike  mandato- 
ry attendance  policy. 
Insead's  M.B.A.  program 
is  run  by  an  American,  Daniel 
Muzyka  (Wharton  M.B.A. ,  1979, 
Harvard  D.B.A.,  1989).  Say  this 
for  Insead:  It  is  mercifully  free 
from  American  notions  that  stu- 
dent self-esteem  is  more  important 
than  student  accomplishment.  I 
attended  a  managerial  behavior 
class  taught  by  Professor  Fernando 
Bartolome  of  Spain.  The  topic  of 
the  day  was  "feedback  and  perfor- 
mance appraisal,"  and  Bartolome's 


style  was 
anything  but 
dull.  Spewing  profani- 
ties at  machine-gun  pace, 
Bartolome  mercilessly  attacked 
poorly  thought  out  student  com- 
ments and  even  poked  fun  at  some 
students'  clothing.  Until  I  grew  tired 

Dean  Kashani  is  quick  to 
defend  his  detailed  scruti- 
nizing of  IMD  students' 
performances,  saying, 
"We  should  not  have  to  live 
with  admissions  errors." 


of  keeping  a  list,  I  noted  that  the  pro- 
fessor had  managed  to  give  a  ribbing 
to  Jews,  blacks,  whites,  men,  women, 
Germans,  Spaniards,  French,  Britons 


Great  ideas 


can  be 


shared  among  departments 
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Staying  at  The  Ritz-Carlton  isn't  a  sign 
of  success.  It's  a  means  to  success. 


On  the  road  to  success,  there 
isn  't  a  more  productive  place  to  slay 
than  The  Ritz-Carlton.  Or  a  more 
resourceful  staff.  Whatever  services 
you  require,  from  one-hour  delivery 
of  a  pressed  suit  to  24-hour  business 
centers,  we'll  provide.  Personally. 

Call  your  travel  professional  or 
The  Ritz-Carlton  at  300-241-3333 


for  reservations  and  information. 
And  we'll  move  you  further  along 
the  road  to  success. 

We  also  offer  AT&T  In- room 
Long  Distance  Service  at  most 
locations  &  _._ 

=AT&T 

for  your  ™ '  Your  True  Choice 

AT&T  Calling  Card,  AT&T  Universal 
Card  and  operator-assisted  calls. 


The  Ritz-Carlton- 


Atlanta  ■  Barcelona  •  Boston  ■  Bulkhead  ■  Cleveland  ■  Dearborn  ■  Double  Bau  ■  Honq  Kong  •  Houston  ■  Huntington  Hotel  ■  Kansas  Citu  ■  rn<mn<j  Del  Ret]  •  flew  Ijork  •  Pentagon  Citty 
Philadelphia  ■  Phoenix  ■  San  Francisco  ■  Seoul  •  Singapore  •  St  Louis  ■  Sudneu  ■  Tysons  Corner  -  Washington,  D  C  ■  1996:  Bali  •   1997:  Jakarta,  Kuala  Lumpur,  Osaka  ■  1998  Tokyo 


and  Americans.  Can  you  imagine 
what  die  thought  police  would  do  to 
Bartolome  at  an  American  university? 

At  one  point  Bartolome  asserted 
that  breast-feeding  can  lead  to 
orgasm  and  then  declared  that  par- 
ents hold  certain  latent  incestuous 
feelings  for  their  children.  His  lesson 
was  that  people  hold  innate  beliefs 
that  they  likely  don't  even  recognize 
and  that  are  better  left  unaddressed. 
He  trashed  the  whole  idea  of  sensi- 
tivity training  on  matters  like  sex  and 
race,  and  declared  that  sometimes  it 
is  better  simply  to  keep  your  mouth 
shut.  Sensitivity,  Bartolome  taught, 
can  be  divisive  rather  than  unifying. 
My  God,  I  thought,  this  lunatic  pro- 
fessor has  actually  made  some  solid 
points.  A  number  of  students 
remarked  during  my  visit  that  one  of 
the  greatest  strengths  of  Insead  is 
that  professors  and  students  alike  are 
not  bound  by  the  laughable  stan- 
dards of  political  correctness  found  in 
the  U.S. 

Almost  all  students  I  spoke  to  at 
both  schools  remarked  that  "interna- 
tionalness"  was  the  best  part  of  their 
respective  experiences.  But,  frankly,  I 
didn't  witness  student  interaction 
that  seemed  much  different  from  that 
at  Wharton.  I  attended  a  "Managing 
Across  Cultures"  class  at  Insead  that 
was  composed  of  14  Europeans,  2 


Canadians  and  1  Malaysian.  Students 
were  asked  to  describe  the  effect  of 
their  nationality  on  their  personality 
and  behavior.  Most  interesting  from 
the  discussion  was  the  realization 
that  most  of  the  people  had  spent 
the  majority  of  their  working  lives 
jumping  around  the  globe.  I  won- 
dered if  many  of  the  students 
had  a  greater  knowledge  of 
the  restaurants  in  Singa- 
pore or  London  than  of 
their  home-country 
economies. 

Asked  my 
opinion,  I  ven- 
tured that  the  gen- 
eral attitude  of  Insead 
students — that  they  were 
basking  in  a  Utopian  oasis  of 
global  diversity — seemed  rather  snob- 
bish to  me.  I  said  that,  to  me,  it 
seemed  like  their  desire  to  attend 
business  schools  and  to  speak  the 
global  language  of  the  dollar  (or 
ECU)  made  them  similar  in  ways  that 
go  far  deeper  than  those  associated 
with  nationality.  The  comment  went 
unchallenged. 

Besides  international  flair  and  lib- 


Several  students  remarked 
that  one  of  Insead's  greatest 
strengths  is  that  professors 
and  students  alike  are  not 
bound  by  political  correct- 
ness as  found  in  the  U.S. 


eration  from  political  brainwashing, 
both  these  schools  offer  degrees  that 
are  valuable  in  the  job  market.  After 
earning  their  degrees,  Inseaders  and 
iMDers  alike  have  little  trouble  find- 
ing rewarding  employment,  although 
IMD  students  report  somewhat  higher 
starting  salaries:  $100,000  on  aver- 
age. Nearly  half  of  imd's  1995  grad- 
uates took  positions  in  industry,  with 
only  27%  going  into  consulting.  At 
Insead  those  ratios  were  roughly 
reversed. 

What  is,  then,  the  bottom-line  dif- 
ference? Both  schools  give  you  a 
valuable  degree  for  your  $50,000.  If 
you  want  your  training  double- 
strength,  go  to  imd.  If  you  prefer 
cutting  it  with  play,  Insead  wins 
hands  down.  Mi 
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gistered  trademark  and  ProductManager  and  Solutions  for  a  small  planet  are  trademarks  of  International  Business  Machines  Corporation.  ©  1996  IBM  Corp. 


"Engineering  knows  what 
design  is  thinking. 
Design  knows  what 
marketing  is  thinking. 
Accounting  knows  what 
everyone  is  thinking. 
Is  it 


YouVe  heard  that  technology  is  going  to  help  you  share 
information,  work  as  a  seamless  unit  and  increase  your 
productivity.  But  how  can  you  make  that  happen? 

Enter  ProductManagerr  IBM's  product  data 
management  (PDM)  solution.  This  powerful  software 
tool  lets  team  members  work  together  online  and 
access  up-to-date  information,  throughout  the  life  of 
a  product.  And,  as  a  result,  it  helps  them  get  their 
products  to  market  faster. 

Getting  started  is  easy.  Our  modular  design 
means  you  can  begin  small,  linking  say,  engineering 
to  manufacturing.  Later,  you  can  expand  to  include 
other  departments,  your  vendors  and  even  customers. 


ProductManager  works  cross-platform  and 
integrates  with  industry-leading  engineering  and  busi- 
ness management  systems.  So,  your  current  technology 
investment  is  not  only  preserved,  but  also  enhanced. 
And,  the  software  is  compatible  with  most  information 
and  productivity  tools,  right  out  of  the  box.  You  can 
run  it  as  is,  or  even  customize  it  to  fit  your  business 
processes.  IBM  also  offers  a  whole  range  of  related 
services,  from  application  integration  to  consulting. 

Think  how  great  it  would  be  to  network  all  your 
peoples  drinking.  Then  visit  www.clearlake.ibm.com/MFG/ 
or  give  us  a  call  at  1  800  IBM-2468  ext.  JA130. 

Solutions  for  a  small  planet  "  E  ==  EErE 


Tight  budgets  and  simple  ideas  have  made  Dick  Clark  a  show  business  prodigy. 

California  dreamg 


By  Lisa  Gubernick 

On  simple  ideas  are  great  fortunes 
built.  Here's  a  guy  who  made  $200 
million,  much  of  it  from  a  TV  show  in 
which  teenagers  dance  to  the  latest 
rock  records.  Dick  Clark's  American 


Bandstand  logged  3,500  episodes 
over  34  years.  An  even  simpler  con- 
cept is  Clark's  TV's  Bloopers  &  Practi- 
cal Jokes.  With  its  low-budget  out- 
takes  from  sitcoms,  it  consistently 


runs  up  high  ratings  on  NBC,  against 
the  likes  of  Bill  Cosby. 

"I  don't  make  culture,  I  sell  it," 
explains  Dick  Clark,  whose  epony- 
mous production  company  has  just 


American  Bandstand's  Dick  Clark 
"I  don't  make  culture,  I  sell  it. 
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For  informationonwa^chrel^^  watches  in  the  collection,  please  contact  Patek  Philippe ,  Dept .  104,  One  Rockefeller  Plaza,  New  York,  New  York  10020.  (212)  581  0870. 


Begin  your  own  tradition. 

Whatever  innovations  Patek  Philippe  introduces,  every  watch  is  still 
crafted  by  hand.  The  men's  Annual  Calendar  is  the  first  self-winding 

calendar  watch  in  the  world  to  require  resetting  only  once  a  year. 
And  because  of  the  exceptional  workmanship, 

each  one  is  a  unique  object.  Which  is  perhaps  why  some 
people  feel  that  you  never  actually  own  a  Patek  Philippe. 
You  merely  take  care  of  it  for  the  next  generation. 


PATEK  PHILIPPE 

GENEVE 

am 


boasted  the  most  profitable 
year  ever,  earning  nearly 
$6  million  on  revenues  of 
$73  million. 

In  a  business  noted  for 
extravagance,  Clark  has  a 
valuable  knack  for  conceiv- 
ing low-budget  shows  that 
produce  high  grosses. 
Clark  stopped  filming 
American  Bandstand  in 
1989  when  faster-paced 
MTV  came  in,  but  Band- 
stand reruns  will  earn  a 
bundle  for  dick  dark  pro- 
ductions in  1996.  The 
reruns  are  a  daily  cult  hit 
on  VH1,  Viacom's  adult 
music  cable  channel.  Long 
since  amortized,  Band- 
stand produces  sheer  cash 
flow  for  Clark. 

Clark's  cluttered  office  in 
Burbank,  Calif,  is  over- 
stuffed with  showbiz  mem- 
orabilia: Bo  Diddley's 
boots,  an  Elvis  Presley  cape 
and  Michael  Jackson's 
spangled  white  glove.  But 
this  showbiz  junkie  is  also 
one  smart  businessman. 

Though  he  got  his  start  BUHB 
as  an  entertainer,  Clark 
always  thought  like  a  business  person. 
After  earning  a  degree  in  business 
administration  from  Syracuse  Univer- 
sity in  1951,  he  took  a  job  as  a  disc 
jockey,  not  for  the  glamour  but 
because  it  paid  $10  a  week  more  than 
the  advertising  job  he  had  wanted  to 
take.  In  1956  he  was  hosting  a  radio 
version  of  Bandstand  when  the 
Philadelphia  dance  show's  television 
host  was  fired  after  being  arrested  for 
drunk  driving. 

Clark  took  over  the  show,  saw  it 
had  potential  and  bought  the  rights 
from  its  then-owner,  Walter  Annen- 
berg's  Triangle  Publications.  When 
ABC  licensed  the  right  to  broadcast 
the  televised  dance  show  in  1957, 
Clark  got  all  the  money. 

He  wanted  more.  In  1968  Clark 
produced  a  low-rent  thriller  called 
Psych-Out  with  a  then-unknown  Jack 
Nicholson.  He  barely  broke  even. 
Movies,  he  decided,  might  be  glam- 
orous, but  they  were  also  a  form  of 
gambling.  "Sure,  show  business  is  a 
gamble,"  he  says,  "but  I  wanted 
to  gamble  sensibly." 


American 
Vintage 


Bandstand  circa  1959 
reruns  are  still  earning  Clark  a  bundle. 


Television  production  was  much 
more  Clark's  kind  of  wager.  Net- 
works paid  up  front,  and  when  the 
network  run  was  over,  the  producer 
owned  all  the  rerun  rights.  Now  that 
was  a  sensible  kind  of  risk. 

In  show  business  you  can  hit  it  big 
and  still  lose  money  if  your  costs  are 
high.  Clark  sticks  to  ideas  that  can  be 
executed  at  low  cost.  If  they  bust,  he 
doesn't  lose  much.  If  they  boom,  he 
booms  with  them.  His  first  big  win 
came  in  1973.  ABC  lost  its  contract 
for  the  music  industry's  annual 
Grammy  Awards  show.  Could  Clark 
provide  the  network  with  a  similar 
program?  "No  one  had  ever  done  a 
popularity  poll,"  says  Clark.  "We 
decided  to  do  that." 

Clark's  American  Music  Awards 
uses  sales  figures  to  determine  who 
the  winners  of  its  lucite  statuettes  will 
be.  It  is  now  in  its  twenty-third  year 
on  ABC,  with  ratings  second  only  to 
the  Oscars.  It's  just  one  of  the  14 
awards  and  specials  shows  Clark  pro- 
duced last  year — everything  from  the 
Daytime  Emmys,  which  hands  out 


§  awards  to  the  soaps,  to  the 
™  Academy  of  Country  Music 
3  Awards,  which  celebrates 
"  Nashville's  finest.  They  all 
have  this  in  common:  lots 
of  star  performers  and  low 
production  costs. 

Creating  shows  for  cor- 
porate sponsors  is  another 
kind  of  theater  that  appeals 
to  Clark's  business 
instincts.  "All  these  shows 
had  the  same  format:  a 
speech,  a  financial  presenta- 
tion with  some  graphs, 
then  you'd  end  up  with  the 
chairman,"  says  Clark.  "I 
figured  I  could  use  what  I 
knew  from  television:  Get 
the  audience  in,  entertain 
them,  then  get  the  corpo- 
rate message  across." 

His  first  customer  was 
software  maker  Borland 
International.  Borland 
hired  Clark  in  1991  to  pro- 
duce its  exhibit  at  an 
annual  trade  show.  Using 
slick  sets  and  a  snappy 
script,  Clark  produced  an 
ersatz  TV  game  show  in 
which  convention  atten- 
dees were  lobbed  softball 
questions  about  the  company's  latest 
products. 

It  was  a  smash.  Charging  from 
$150,000  up  to  $10  million  for  these 
events,  Clark  is  busy  producing  game 
shows  and  product  rollout  events  for 
BMW,  Mazda,  Boeing  and  Nissan. 

Last  year  he  invited  disc  jockeys 
who  worked  the  morning  drive  time 
to  promotion  events  introducing  the 
new  BMW  Z3  roadster.  The  resulting 
on-air  gabfests  worked.  BMW  had 
anticipated  5,000  orders  in  the  first 
three  months.  It  got  almost  twice 
that  many. 

Clark's  5.6  million  shares  of  dick 
clark  productions  common  stock,  a 
76%  interest,  is  worth  nearly  $70  mil- 
lion. He  also  owns  stakes  in  Latin 
American  cable  franchises  and  a 
national  radio  network.  His  net 
worth  probably  approaches  $200 
million. 

"As  an  entertainer  I'm  in  my  60s," 
says  the  youthful-looking  Clark.  "As 
a  producer  I'm  in  my  40s.  As  an 
entrepreneur  I'm  in  my  20s.  I've  still 
got  a  lot  I  want  to  do."  H 


114 


Forbes  ■  December  16,  1996 


Formerly  known  as  the  services  group  of 
The  Dial  Corp,  Viad  is  the  dynamic  new  $2.3 
billion  corporation  that  owns  leading  com- 
panies in  four  growing  industries  -  Airline 
Catering  and  Services,  Convention  Services, 
Payment  Services,  and  Travel  and  Leisure. 

Power  and  the  Competitive  Advantage 

Each  of  the  Viad  companies  cultivates  a  compet- 
itive advantage  through  the  use  of  the  most 
advanced  technology  and  a  proven  commitment 
to  a  superior  level  of  service  in  its  industry 
niche. 

Travelers  Express,  America's  number-one  issuer 
of  money  orders,  owns  patented  technology 
which  allows  it  to  offer  efficient  money-order 
sales  to  more  than  45,000  retailers  nationwide. 
The  company  has  leveraged  its  technological 
edge  to  expand  into  walk-in  utility  payments, 
payroll  processing  and  the  expanding  home- 
banking  market.  As  a  result,  the  company  has 
seen  operating  income  grow  80  percent  in 
the  last  three  years. 


IAD  COR 
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©  1996,  Viad  Corp 


ixhibitgro  up  I Giltsp  u  r,  the  world's  number-one 
xhibition  agency,  has  aggressively  developed 
lew  income  sources  through  expansion  in  areas 
uch  as  multimedia  and  patented  display  tech- 
nologies. 

Power  and  the  Discernible  Difference 

~)obbs  International  focuses  on  a  critical  indus- 
ry  which  has  been  increasing  its  trend  toward 
utsourcing.  Dobbs,  the  nation's  leading  full- 
srvice  in-flight  caterer  and  aircraft  services 
pmpany,  is  consistently  the  industry's  top- 
"uality  provider  and  is  poised  to  continue  the 
ouble-digit  growth  it  has  experienced  in  recent 
J  ears. 

*ower  and  Market  Strength 

GES  Exposition  Services  is  the  leading  general 
iontractor  for  tradeshows  in  North  America.  It 
|rovides  services  for  more  than  3,000  of  the 
bntinent's  largest  tradeshows  as  well  as  for 
lvents  such  as  the  NFL  Super  Bowl,  the 
.tlanta  Centennial  Olympic  Games  and  World 
i'up  Soccer. 


Powerful  Heritage,  New  Company 

The  Viad  name  and  New  York  Stock  Exchange 
symbol  (WI)  might  be  new,  yet  the  tradition 
of  growth  and  enhanced  stockholder  wealth 
remains.  While  I  will  be  retiring  in  January 
1997,  be  assured  that  Viad's  experienced  man- 
agement team  will  continue  to  grow  the  com- 
pany to  new  heights  of  accomplishment. 

What  started  as  The  Greyhound 
Corporation,  changed  into  The  Dial  Corp,  and 
now  has  emerged  as  Viad,  is  a  significant  com- 
pany which  has  a  solid,  powerful  history.  In 
fact,  in  the  past  1 5  years,  our  stock  has  beaten 
the  S&P  500  index  significantly.  If  you  owned 
$100  worth  of  Viad  stock  in  1981,  it  would  be 
worth  over  $1,065  today  -  an  increase  of  965 
percent. 

John  W.  Teets 
Chairman  &  Chief  Executive  Officer 
Viad  Corp 


To  see  what  the  power  of  being  number  one  can  do  for  you,  the  investor,  call  us  at  1-800-959-VIAD  or  visit  our  web  site  at  www.viad.com. 


Dumb  students? 
Or  dumb  textbooks? 


BY  DIANE  RAUITCH 


Diane  Ravitch  is 
a  historian  and 
a  Fellow  at  the 
Manhattan  Institute 
in  New  York  City. 


In  1994  the  most  controversial  book  of 
the  year  was  The  Bell  Curve  by  Charles 
Murray  and  Richard  Herrnstein.  Educators 
were  outraged  by  its  arguments  for  the  heri- 
tability  of  intelligence  and  the  substantial  IQ 
differences  among  racial  groups. 

My  reaction  at  the  time  was  that  the  con- 
cept of  group  IQ  is  useless  to  teachers,  because 
they  must  teach  individual  children,  not  group 
representatives  with  average  iqs.  Furthermore, 
as  one  of  eight  children,  I  know  that  even 
those  who  share  the  same  heredity  and  envi- 
ronment can  turn  out  very  differently. 

Despite  all  the  protestations  that  greeted  its 
publication,  The  Bell  Curve  seems  to  be  the 
prevailing  ideology  in  much  of  the  education- 
al world.  Today  educators  and  public  officials 
across  the  nation,  even  those  who  condemn 
the  book,  set  lower  standards  for  college 
admission  for  specified  minority  groups,  tacit- 
ly accepting  the  arguments  of  The  Bell  Curve. 

The  same  logic  was  used  by  the  College 
Board  to  explain  that  SAT  scores  were  "recen- 
tered"  to  "reflect  the  composition"  of  the 
test-takers.  The  College  Board  explained  the 
recentering — lowering  the  definition  of  what 
is  average — on  grounds  that  students  who 
take  the  SAT  today — 30%  from  minority 
groups  and  53%  women — cannot  be  expected 
to  achieve  the  same  test  scores  as  the  original 
reference  group  of  1941,  which  was  over- 
whelmingly white  and  62%  male.  This  seems 
to  suggest  that  women  and  minorities  aren't 
as  smart  as  white  males. 

But  it  turns  out  that  today's  diverse  crop  of 
students  is  earning  SAT  math  scores  that  nearly 
equal  those  of  the  largely  elite  group  of  1941. 
By  contrast,  SAT  verbal  scores  have  been  piti- 
fully low  for  20  years. 

Instead  of  accepting  poor  verbal  perfor- 
mance as  the  new  norm,  it  would  have  been 
far  better  to  find  out  why  today's  diverse  stu- 
dents lack  the  vocabulary  and  verbal  skills  of 

Poor  verbal  scores  are  the  result 
of  de-emphasis  on  careful  reading 
and  writing,  the  near  abandonment 
of  basic  literacy  skills  and  the  satu- 
ration of  popular  culture  by  TV. 


earlier  generations  of  students.  My  own  hunch 
is  that  poor  verbal  scores  are  the  result  not  of 
the  students'  racial,  ethnic  or  gender  composi- 
tion, but  of  the  schools'  de-emphasis  on  care- 
ful reading  and  writing,  the  near  abandon- 
ment of  basic  literacy  skills  like  grammar, 
syntax  and  spelling  and  the  saturation  of  pop- 
ular culture  by  television. 

A  recent  study  in  the  American  Education- 
al Research  Journal  supports  the  idea  that 
schools  have  contributed  to  the  lower  verbal 
scores  and  that  they  can  also  reverse  the  trend. 
Professor  Donald  P.  Hayes  of  Cornell  Univer- 
sity and  two  colleagues  conclude  that  the 
biggest  decline  in  the  test  scores,  which 
occurred  from  1963  to  1979,  was  due  not  to 
a  change  in  the  composition  of  the  test-takers 
but  to  a  progressive  simplification  of  the  lan- 
guage in  schoolbooks. 

The  authors  reviewed  800  textbooks  used 
in  elementary  schools,  middle  schools  and 
high  schools  between  1919  and  1991.  They 
discovered  that  the  vocabulary  of  the  school- 
books  became  easier  and  easier  after  World 
War  II.  They  concluded  that  daily  use  of  sim- 
plified textbooks  across  1 1  years  of  schooling 
produces  "a  cumulating  deficit  in  students' 
knowledge  base  and  advanced  verbal  skill." 

Even  now,  they  find,  the  textbooks  used  in 
grades  four  through  eight  are  "at  their  lowest 
level  in  American  history"  in  terms  of  their 
language.  In  high  school,  only  science  books 
are  written  with  any  degree  of  verbal  difficul- 
ty. According  to  their  study,  the  average  litera- 
ture textbook  used  in  the  twelfth  grade  is  even 
simpler  than  the  seventh-  or  eighth-grade 
reader  used  before  World  War  II. 

SAT  verbal  scores  began  to  fall  when  the  stu- 
dents who  entered  first  grade  in  1952  became 
high  school  seniors.  And  the  scores  fell  even 
further  in  the  years  afterward. 

If  Professor  Hayes  is  right,  schools  can 
reverse  the  decline  in  verbal  skills  by  introduc- 
ing students  to  challenging  materials  starting 
in  the  first  grade.  This  makes  more  sense  than 
the  claim  that  today's  low  verbal  scores  are  the 
best  that  can  be. expected  from  test-takers  who 
include  large  proportions  of  racial  and  ethnic 
minorities  and  women. 

Success  in  school  is,  and  always  has  been, 
the  result  of  good  teaching,  individual  student 
effort  and  a  rigorous  curriculum.  That  remains 
true,  whether  the  students  are  male  or  female, 
black  or  white,  Asian  or  Hispanic.  H 
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Big  foundations  are  imposing  their  private  agendas  on  state  governments. 
How?  By  thinly  disguised  bribery. 

Trojan  horse 
money 


By  Brigid  McMenamin 


In  the  summer  of  1993  Betsy  Grice  of  Owensboro,  Ky. 
took  her  11 -year-old  daughter  to  the  local  elementary 
school  for  the  checkup  she  needed  before  starting  sixth 
grade.  Grice  was  shocked  to  learn  that  the  doctor  intend- 
ed to  give  the  child  a  genital  examination.  Turns  out  it's 
required  by  the  Department  of  Education.  Why?  "The 
reason  they  said  was  to  catch  abuse  at  an  early  age,"  recalls 
Grice  (not  her  real  name.)  Who  authorized  the  intrusive 
program?  Not  the  state  legislature.  The  program,  imposed 
by  state  bureaucrats,  was  bankrolled  by  a  private  founda- 
tion, the  Annie  E.  Casey  Foundation. 

"They  abuse  them  [the  girls]  to  see  if  anybody  else  is 
abusing  them?"  asks  Camille  Wagner,  leader  of  a  grass- 
roots movement  of  Kentucky  parents  and  teachers 
opposed  to  school  officials  usurping  parents1  rights. 

Last  fall  researchers  at  the  University  of  Pittsburgh's 
Western  Psychiatric  Institute  and  Clinic  convinced  Mon- 
roeville,  Pa.  school  superintendent  Wayne  Doyle  to  let 


them  use  some  900  elementary  schoolchildren  as  guinea 
pigs  in  a  series  of  psychological  tests  and  experiments. 
Who  paid  for  this  nonsense?  A  private  foundation  whose 
identity  is  known  only  to  the  psychiatric  institute. 

Among  other  things,  teachers  were  required  to  report 
how  frequendy  each  6-to-  10-year-old  child  tended  to  use 
obscene  language,  "con"  other  people,  forge  signatures, 
break  into  houses  or  force  sexual  activity  on  others. 
Teachers  also  rated  each  child  as  to  how  "normal"  he  or 
she  seemed.  When  parents  found  out  what  was  going  on, 
school  officials  pulled  the  plug.  But  parents  haven't  been 
able  to  retrieve  their  children's  records,  which  are  being 
held  at  the  psychiatric  institute  until  the  school  board  can 
figure  out  what  to  do  with  them. 

U.  S.  charitable  foundations  dole  out  about  $100  mil- 
lion each  year  to  state  and  local  governments.  Today  vir- 
tually every  state  accepts  social  agenda  grants  from  private 
foundations. 
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"They  bribe  governments  to  take  on  projects  they 
vould  not  otherwise  do,"  says  Kim  Dennis,  until  recent- 
y  executive  director  of  the  Philanthropy  Roundtable,  an 
indianapolis-based  trade  association  for  grantmakers. 

Bribe  may  not  be  too  strong  a  word.  "The  govern- 
ment's for  sale,"  says  attorney  Kent  Masterson  Brown, 
who  is  suing  on  behalf  of  Kentucky  citizens  to  void  the 
state's  $299,500  contract  with  the  Robert  Wood  John- 
son Foundation. 

The  !  994  contract  provided  that  the  foundation  would 
fund  the  design  of  a  comprehensive  health  care  program 
lor  the  state.  The  foundation,  pursuing  its  own  long- 
standing agenda,  steered  the  state  toward  an  ambitious 
health  care  reform  plan  that's  a  virtual  copy  of  Hillary 
Clinton's  failed  program. 

"Clearly  the  money  provided  by  [the  Johnson  Foun- 
dation] is  in  exchange  for  'influence,'  in  explicit  violation 
of  Kentucky  bribery  laws,"  says  lawyer  Brown.  After 
accepting  the  money,  he  charges,  the  state  permitted  the 
foundation  to  influence  the  direction  of  its  health  care 
regulations.  Kentucky  has  moved  to  dismiss  the  action, 
which  is  pending  in  state  court. 

In  order  to  get  the  foundation  money,  former  Ken- 
tucky governor  Brereton  Jones  gave  the  foundation  rights 
to  use  and  even  sell  all  of  the  data  to  be  collected  from 
patients,  doctors  and  hospitals.  Think  about  that  for  a 
moment:  In  a  very  real  sense  the  state  was  selling  confi- 
dential data  about  its  citizens  to  a  private  foundation  in 
return  for  a  grant. 

Former  governor  Jones  says  he  doesn't  recall  seeing 
that  provision  in  the  contract  when  he  signed  it  in  1994. 

Carpetbagger  Robert  Van  Hook,  a  longtime  Johnson 
Foundation  operative,  headed  up  the  state's  new  Health 
Policy  Board— at  a  salary  of  $80,000  a  year,  $20,000  of 
which  was  paid  by  the  Johnson  Foundation.  Presumably 
he  would  see  to  it  that  the  board  carried  out  the  founda- 
tion's big-government  agenda.  Less  than  a  year  later  Van 
Hook  moved,  back  to  Maryland,  but  the  foundation's 
legacy  lives  on  in  Kentucky. 

Also  in  Kentucky,  the  Baltimore-based  Casey  Founda- 
tion, endowed  by  the  founder  of  United  Parcel  Service, 
James  Casey,  seeded  a  $74  million  program  to  put  social 
workers  in  every  public  school.  Among  other  things,  the 
workers  train  new  parents  and  make  sure  the  children  get 
all  the  health  and  social  services  they  need,  including 
referrals  to  get  pregnancy  tests  and  condoms.  Some  local 
officials  initially  balked  at  making  referrals  for  contracep- 
tives without  parental  consent.  But  Kentucky  educrats 
cracked  down,  telling  them  they  had  no  choice.  Thus, 
without  debate,  an  important  new  policy  was  imposed  on 
the  state's  students. 

The  manager  of  the  program  at  the  time  was  Ronnie 
Dunn,  author  of  The  Factory  Fable,  a  screed  that  compares 
children  to  the  "raw  materials  used  in  the  manufacturing 
process."  Dunn  made  her  bent  for  social  engineering  even 
blunter  when  she  added:  "When  all  citizens  'own'  the 
children  and  work  together  to  support  and  empower  fam- 
ilies, our  society  becomes  a  better  place."  Better  for 
whom?  By  what  standard?  The  state  never  asked.  It  just 
took  the  money. 

Kentucky  bureaucrats  recently  imposed  emergency  reg- 


"They  abuse  them  [the  girls]  to  see  if 
anybody  else  is  abusing  them?"  asks 
concerned  parent  Camille  Wagner. 

ulations  permitting  schools  to  treat  children  for  both 
mental  and  physical  ailments  and  bill  everything  to  Med- 
icaid, all  expected  to  cost  taxpayers  another  $80  million 
a  year. 

Wait  a  minute.  Isn't  this  lobbying  by  private  founda- 
tions— a  practice  prohibited  by  federal  law?  Can't  a  foun- 
dation be  fined  or  lose  its  Internal  Revenue  Code  Section 
501(c)(3)  tax-free  status  if  the  IRS  thinks  it's  getting  too 
cozy  with  a  government? 

Yes,  but  six  years  ago — after  listening  to  the  pleas  of  the 
big  foundations— the  Treasury  Department  relaxed  the 
lobbying  rules  to  permit  virtually  everything  short  of 
actually  buttonholing  a  legislator  or  voter  to  support  a 
certain  bill. 

That  change  in  the  law  opened  the  doors  to  every 
foundation  with  an  agenda  it  wishes  to  impose.  Swoop- 
ing to  take  advantage  was  Lauren  Cook,  director  of  state 
technical  assistance  at  Washington,  D.C. -based,  founda- 
tion-sponsored Council  of  Governors'  Policy  Advisors.  In 
November  1991  Cook  organized  a  weekend  mixer  at  the 
Wingspread  Center  in  Racine,  Wis.  for  foundation  lead- 
ers eager  to  meet  and  mingle  with  state  officials. 

James  Joseph,  then  president  of  the  left-leaning  Coun- 
cil on  Foundations,  fired  the  starting  gun.  He  proclaimed 
that  "We  now  stand  ready  to  0..  .  .  usher  in  a  new  era  of 
collaborative  efforts  to  form  a  more  perfect  union  and 
promote  the  general  welfare."  The  general  welfare?  By 
whose  definition? 

The  states  eagerly  took  the  bait.  After  the  meeting 
Robert  Haigh,  special  assistant  to  the  secretary  of  Penn- 
sylvania's Department  of  Public  Welfare,  organized  a 
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nittee  of  Pennsylvania  officials  and  grantmakers  that 
n  enlisted  foundation-junkie  Cook.  Her  job:  Advise 
Pennsylvania  how  to  tap  the  foundations.  Cook's  match- 
making paid  off.  Since  1990  Haigh  has  hauled  in  some 
>75  million  in  private  foundation  grants  to  Pennsylvania 
and  state -sponsored  social  projects. 

The  money  comes  with  ideological  strings  attached. 
Pennsylvania  was  one  of  15  states  selected  by  the  John- 
son Foundation  in  1993  to  receive  money  to  craft 
schemes  to  push  primary  medical  care.  In  order  to  get  the 
$100,000  seed  money,  Governor  Robert  P.  Casey  and 
state  health  officials  had  to  agree  to  buy  certain  comput- 
er equipment  from  a  Johnson  shill,  collect  and  input 
information  about  hospitals,  doctors  and  patients,  and 
give  Johnson  the  right  to  use  and  even  sell  those  data.  If 
the  Johnson  Foundation  liked  the  plan,  the  state  could 
get  another  $2.4  million  more,  plus  a  $4.2  million  loan 
to  implement  the  plan. 

Six  weeks  after  Pennsylvania  applied,  Governor  Casey 
called  a  special  session  of  the  legislature  and  passed  a  law 
providing  for  free  or  cut-rate  medical  care  for  children 
whose  families  are  too  affluent  to  get  Medicaid  but  have 
no  insurance — a  typical  Johnson  ploy.  The  Pennsylvania 
health  department  then  set  up  a  new  bureaucracy  called 
the  Bureau  of  Primary  Care  Resources  &  Systems  Devel- 
opment to  carry  out  Johnson's  agenda,  with  seven  new 
positions,  two  paid  out  of  foundation  funds. 

In  April  1994  Governor  Casey  wrote  to  Johnson  boast- 
ing that  he'd  spent  some  $4.4  million  in  taxpayer  dollars 
and  would  spend  at  least  $5.6  million  more  on  the  foun- 
dation's agenda,  which  included  putting  health  clinics  in 
public  schools.  For  his  efforts  the  foundation  gave  Penn- 
sylvania another  $874,505. 


Governor  Casey  boasted  that  he'd  spent 
$4.4  million  on  the  Johnson  Foundation's 
agenda  and  promised  $5.6  million  more. 


Today  Pennsylvania  boasts  38  full-service  school  clin- 
ics. Health  department  officials  are  pushing  for  more.  And 
Pennsylvania  requires  schools  to  see  that  every  child  gets 
everything  from  dental  exams  to  complete  physicals. 
Worst  of  all,  the  folks  at  the  Johnson  Foundation  showed 
them  how  to  get  virtually  all  schools  designated  Medic- 
aid providers  so  they  can  bill  everything  to  taxpayers. 

Result?  Pennsylvania  officials  can  just  keep  imposing 
more  and  more  intrusive  medical  and  psychological  pro- 
cedures without  getting  authorization  from  parents  or  the 
legislature. 

Smelling  a  rat,  the  Pennsylvania  legislature  recently 
appointed  a  commission  to  investigate.  Last  spring  it  came 
to  light  that  in  March  11 -year-old  girls  at  East  Strouds- 
burg's  J.T.  Lambert  Intermediate  School  were  pulled  out 
of  class  and  required  to  submit  to  genital  exams  as  part  of 
routine  physicals.  Outraged,  parents  have  already  filed  a 
lawsuit  charging  assault,  battery,  invasion  of  privacy  and 
intentional  infliction  of  emotional  distress.  The  school  dis- 
trict insists  the  exams  are  required  by  Pennsylvania  law. 

State  Representative  Sam  Rorer  is  introducing  a  bill  to 
make  it  harder  for  state  agencies  to  accept  grants  without 
legislative  approval. 

In  1991  the  folks  at  the  Casey  Foundation  decided  that 
states  should  do  more  to  make  sure  children  grow  up 
mentally  healthy.  Whatever  that  means.  They  invited  state 
health  officials  to  compete  to  come  up  with  clever  new 
ideas  for  helping  children  who  are  abused,  neglected  or 
in  trouble  with  the  law.  Each  of  the  top  seven  would 
receive  a  $150,000  "planning  grant,"  with  the  promise  of 
up  to  $3  million  if  their  plans  pleased  the  foundation.  In 
effect,  the  Casey  Foundation  was  paying  state  officials  to 
lobby  for  new  government  programs. 

Virginia  was  one  of  the  states  that  received  a  planning 
grant.  In  1992  Virginia  bureaucrats  got  the  legislature  to 
pass  the  Comprehensive  Services  Act  for  At-Risk  Youth 
&  Families.  The  act  set  up  a  new  bureaucracy  to  monitor 
children  and  coordinate  all  kinds  of  money  and  services. 

Foundation  officials  claim  they  don't  meddle  with 
policy.  But  consider  the  letter  the  Casey  Foundation 
wrote  to  Virginia  Governor  Lawrence  D.  Wilder  in  1993 
telling  him  his  modest  demonstration  plan  for  monitor- 
ing children  was  barely  adequate.  Come  up  with  a  more 
ambitious  plan  and  commit  some  taxpayer  money,  the 
Casey  Foundation's  executive  director,  Douglas  Nelson, 
threatened,  or  he  would  give  Virginia  no  more  founda- 
tion money. 

The  governor  snapped  to  attention.  The  legislature  ear- 
marked $60  million  to  do  what  the  Casey  Foundation 
wanted  done.  Placated,  the  foundation  has  given  Virginia 
about  $3  million  to  set  up  community  centers  to  moni- 
tor children  and  figure  out  how  to  shift  the  entire  cost  to 
taxpayers  once  the  grant  money  runs  out  next  year.  Last 
year  alone,  the  tab  for  all 'this  was  up  to  $90  million.  In 
other  words,  an  ideologically  driven  foundation  plan 
quickly  becomes  an  embedded  state  bureaucracy  that 
nobody  voted  for. 

In  1995  the  Kellogg  Foundation  hired  as  its  new  pres- 
ident William  Richardson,  a  56-year-old  former  Maryland 
bureaucrat.  Since  then,  Kellogg,  too,  has  started  bribing 
more  state  agencies  to  adopt  its  agenda.  This  year  Kellogg 


126 


Forbes  ■  December  16,  1996 


In  the  presence  of  a  close,  collaborative  relationship, 
substantial  value  can  be  added.  Hicks,  Muse,  Tate  &. 
Furst  spotted  and  quantified  the  opportunity:  multiple 
radio  station  ownership  in  an  attractive  operating 
climate  resulting  from  deregulation.  Working  with 
Hicks,  Muse,  Tate  &  Furst  through  several  iterations 
of  growth,  we  structured  a  series  of  unique,  integrated 
financings  that  combined  bank  debt,  high-yield 
subordinated  debt  and  preferred  stock  and,  ultimately, 
an  IPO.  Throughout  this  process,  over  a  two-year 
period,  Bankers  Trust  raised  more  than  $800  million  of  capital  in  the  leveraged 
finance  market.  The  result  is  Chancellor  Broadcasting  Company,  today  the  third 
largest  pure -play  radio  station  group  in  the  United  States.  For  Chancellor 
Broadcasting  Company,  Bankers  Trust's  flexible  and  integrated  financing 
solutions  added  incremental  value  at  every  step  and  helped  our  client  assemble 
a  blue  chip  portfolio  of  radio  stations  across  the  United  States.  To  discuss  how 
we  might  work  together  with  you  to  design  an  equally  innovative  solution  to 
your  financial  services  needs,  please  contact  us. 


ABankersTrust 

Architects  of  Value 


INTEGRATED  FINANCINGS 

Hicks,  Muse,  Tate  &  Furst 
Incorporated 

Chancellor  Broadcasting 
Company 

$800,000,000 

Senior  Secured  Credit  Facilities 

Senior  Subordinated  Notes 
Exchangeable  Preferred  Stock 
Class-A  Common  Stock 

ABankersTrust 


Bankers  Trust  New  York  Corporation  and  its  affiliated  companies. 


Even  after  conservative  Governor  Pataki 
took  office,  state  officials  continued 
to  do  the  bidding  of  liberal  foundations. 

teamed  up  with  the  Johnson  Foundation  to  offer  state 
policymakers  $24.25  million  to  come  up  with  new  ways 
to  "transform  and  strengthen  the  public  health  infra- 
structure." Sounds  innocent,  but  no  one  is  fooled.  The 
whole  purpose  is  to  iure  states  into  expanding  their 
bureaucracies  and  increasing  spending,  all  in  the  name  of 
improving  public  health. 

Sometimes  states  bend  the  rules  in  order  to  get  the 
grants.  Pennsylvania  welfare  official  Haigh  says  he  was 
applying  for  a  Casey  Foundation  grant  in  1992  to  reform 
foster  care.  But  there  was  a  hitch.  The  foundation 
required  that  the  state's  welfare  department  enter  into  a 
contract  with  a  specific  county — Philadelphia. 

That  would  have  been  a  violation  of  Pennsylvania  laws 
that  require  competitive  bidding.  No  problem.  Then-Sec- 
retary of  Public  Welfare  Karen  Snider  just  decided  to  skip 
the  competitive  bidding  process  by  pretending  there  was 
no  other  possible  bidder. 

Four  years  ago  the  Pew  Charitable  Trusts  set  out  to 
induce  states  to  overhaul  all  health  and  social  services  so 
as  to  track  all  children  from  birth  to  adulthood.  The  Chil- 
dren's Initiative,  it  was  called. 

The  competition  began  with  states  applying  for 
$100,000  "planning  grants,"  followed  by  another 
$250,000  for  the  states  whose  plans  best  met  Pew's  biases 
in  favor  of  expanding  and  enlarging  government  pro- 
grams. Pew's  charter  doesn't  permit  grants  to  state  gov- 
ernments. Again,  no  problem.  Pew  simply  laundered  the 
planning  grant  money  though  a  Bala  Cynwyd,  Pa.  not- 
for-profit  outfit  called  the  Center  for  Assessment  and 


Policy  Development.  No  matter  that  this  subterfuge  was 
an  obvious  violation  of  the  intent  of  Pew's  founders.  Five 
states  won  the  planning  grants. 

Pew  later  canceled  the  Children's  Initiative  program 
when  it  became  clear  it  would  take  decades  and  cost  bil- 
lions to  implement,  but  Casey,  Johnson  and  Kellogg  were 
already  beginning  similar  programs.  These  folks  have 
never  seen  a  government  program  they  don't  like,  and 
you  can  count  on  them  to  try  to  keep  this  one  alive. 

As  anyone  knows  who  has  ever  paid  the  least  attention 
to  government,  a  program  once  launched  has  a  tendency 
to  go  on  forever;  so  it  is  with  these  foundation -financed 
projects,  which  tend  to  go  on  with  taxpayer  money  long 
after  the  foundation  tap  has  been  turned  off. 

In  New  York,  for  instance,  in  the  final  years  of  Mario 
Cuomo's  administration,  money  poured  in  from  left- 
leaning  foundations  determined  to  promote  socialized 
medicine  in  the  fertile  soil  of  this  most  liberal  of  states. 
Projects  under  way  included  Johnson  Foundation  plans 
to  set  private  doctors'  fees,  pool  information  on  patients 
and  even  cap  private  spending  on  health  care 

Now  that  Republican  George  Pataki  is  governor,  are 
those  liberal  plans  shelved?  No  way.  Pataki's  health  com- 
missioner, Barbara  DeBuono,  who  had  enjoyed  a  gener- 
ous Johnson  Foundation  grant  in  Rhode  Island,  supple- 
ments her  $102,335  annual  salary  with  an  extra  $50,000 
from  a  state  agency,  Health  Research,  Inc.,  supported 
almost  entirely  by  private  foundation  and  federal  grants. 

Since  Pataki  took  office,  DeBuono  and  other  health 
officials  have  accepted  millions  more  in  grants  from  the 
foundations — always  for  projects  aimed  at  getting  the 
state  government  deeper  into  people's  private  lives. 

New  York  deputy  health  commissioner,  Judith  Arnold, 
recently  wrote  to  the  Johnson  Foundation's  grant  admin- 
istrator. Arnold  promised  that  even  if  the  legislature  stops 
funding  health  care  reform,  Johnson-seeded  reforms  will 
continue.  She  didn't  specify  where  the  money  would 
come  from,  but  the  implication  was:  We  bureaucrats  will 
find  a  way. 

To  understand  what  is  going  on  here,  it  is  important  to 
recognize  that  bureaucrats  have  an  all-too-human  ten- 
dency to  enhance  their  importance  by  spending  more 
money.  More  often  than  not,  too,  they  are  recruited  from 
the  ranks  of  people  committed  to  using  governments  to 
redistribute  the  wealth  by  raising  taxes.  Consider,  for 
example,  Brian  Roherty,  former  Minnesota  budget  offi- 
cer, now  president  of  the  National  Association  of  State 
Budget  Officers.  He  has  called  on  state  budget  officers  all 
over  the  country  to  bend  the  law  as  far  as  possible  to 
advance  a  liberal  agenda.  Roherty  complains  that  the  top 
20%  of  households  own  85%  of  the  nation's  wealth. 

Roherty  is  at  least  refreshingly  frank:  "How  things  are 
distributed  will  become  the  next  battleground  in  Ameri- 
can politics,"  he  says  on  the  trade  association's  Web  site. 

Roherty  proceeds  to  throw  down  the  gauntlet  to  those 
who  think  it  is  time  to  roll  back  or  at  least  stabilize  the 
government's  grab  at  the  taxpayer.  "State  budgets  will  be 
the  primary  vehicle  for  this  change,  which  will  be  direct- 
ed by  men  and  women  of  courage  who  are  prepared  to 
'go  where  no  one  has  ever  gone.'"  With  a  little  help,  of 
course,  from  tax-exempt  private  foundations.  m 
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"I  don't  think  I'll  ever  slow  down^i^.cwe^ 


In  1968,  Jean-Claude  Killy  brought 
lome  three  Olympic  gold  medals.  In  1992,  he 
>rought  home  the  Olympic  games  themselves. 

A  successful  businessman,  as  well  as 
me  of  France's  best  known  sports  figures, 
Cilly  spearheaded  the  drive  that  brought  the 
Winter  Olympiad  to  Savoie. 

Says  Killy,  "As  an  athlete,  I  learned  the 
^alue  of  hours  of  planning  and  being  able 
o  juggle  several  projects  at  once." 

Today,  Killy  faces  the  hurdles  of 


business  with  the  same  confidence  that  he  had 
on  the  ski  slopes.  "Being  an  entrepreneur 
isn't  easy,"  he  notes,  "but  I  could  never  see 
myself  doing  anything  else.  I  love  the 
excitement,  the  idea  that  there's  a  different 
challenge  waiting  every  day. 

"In  life,  as  in  skiing,  timing  is  everything," 
Killy  says.  Which  is  why  both  on  the  slopes 
and  off  Jean-Claude  Killy  wears  a 
timepiece  he  can  rely  on:  his 

Rolex  Oyster  Perpetual.  

ROLEX 


Rolex  Oyster  Perpetual  Datejust  Chronometer  in  18kt  gold  with  matching  jubilee  bracelet. 
Write  for  brochure.  Rolex  Watch  U.S.A..  Inc.,  Dept.  364,  Rolex  Building,  665  Fifth  Avenue,  New  York,  N.Y.  10022-5383. 
Ro/ex,#,  Oyster  Perpetual,  Datejust  and  Jubilee  are  trademarks. 


If  you're  very  lucky,  there  will  be  a  few  moments  in  your  career  when 
the  people  who  really  matter  think  you're  an  absolute  genius.  And  if 
you're  about  to  upgrade  to  computers  with  Pentium"  Pro  processors 
and  convert  your  company  to  Windows  NT",  the  next  such  moment 
could  be  arriving  sooner  than  you  expected.  That  is,  if  you  make  the 
extraordinarily  brilliant,  wunderkind-like  decision  to  choose  the  AST" 
Bravo  MS-T  Pro. 

The  power  everyone  wants. 

The  Bravo  MS-T  Pro  comes  with  amazing  technology  like  the  Matrox 
Millennium  graphics  card.  And  with  the  Pentium"  Pro  processor,  it's  a 
breeze  to  run  popular  business  programs-in  1 6  or  32  bit  format-up 
to  64%  faster  than  you  run  them  now.  To  enhance  productivity  even 
more,  there's  AST  IntraAccess'  complete  Intranet/Internet  software. 


Amazing  technology.  Amazingly  affordable. 

$1 ,999*.  (Sorry  if  we  shocked  you.)  That's  close  to  a  thousanc 
less  than  many  comparable  competitive  models.  Which  mea 
can  have  exactly  what  you  want,  and  a  lot  more  of  it  than  you  t 
Business  should  be  this  easy. 

Don't  expect  the  usual  service.  Expect  more. 

To  prove  how  eager  we  are  to  keep  you  happy,  AST  ExpressS 
provides  the  fastest,  most  flexible  service  around.  We'll  usually 
your  call  in  a  minute  or  less.  And  if  you  need  parts,  we  car 
them  in  a  day.  For  a  reseller  near  you  call  us  at  800-876-4AS" 
www.ast.com.  We'd  be  happy  to  answer  your  questions  at 
AST  Bravo  MS-T  Pro.  And  more  than  happy  to  welcome  you  ■ 


'Esti'iuted  selling  price,  nGnitor  not  included.  Actual  price  may  vary.  Contact  resellers  for  details  ©1996  AST  Research,  Inc  AST  is  a  registered  trademark.  AST  Computei.  the  AST  logo.  AST  CommandCenter,  AST  IntraAccess  and  AST  ExpressService  and  "Where  Things  are  Happening"  are  trademarksi 
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For  a  free  copy  of  our  IDC  white  paper, 
"Successfully  Migrating  to  Next  Generation 
PCs",  call  us  at  1  -800-447-0023,  ext.  100. 


ISO  and  200  MHz  Pentium*  Pro  processors,  Matrox  Millennium  graphics 
with  2  MB  WRAM  upgradeable  to  8MB,  8X  CD-ROM, 
Intel  EtherExpress1"  Pro  10/100  PCI  adapter  on  select  models, 
Microsoft  Windows  NT*  Workstation  4.0, 
AST  CommandCenter'",  AST  IntraAccess. 


COMPUTER 
Where  things  are  ▲ 


Mm  and  the  Intel  Inside  logo  ate  registered  trademarks  and  the  Pentium  Pro  processor  logo  is  a  trademark  of  Intel  Corporation  All  other  products  or  services  mentioned  herein  may  be  trademarks  or  registered  trademarks  of  their  respective  owners.  Information  subject  to  change  without  notice 


UP  &  UUMtHb 

EDITED  BY  NINA  MUNK 

1  Kim  wants  to  be  a  potato  chip  king, 
s  great,  but  guess  who  put  up  the  money. 

Welfare  for 
entrepreneurs 


By  Damon  Darlin 


Where  there's  a  government  pro- 
gram, there  are  ways  to  exploit  it.  So 
Keith  Kim  has  learned.  Back  in  1985 
Kim,  just  out  of  Stanford  University 
with  an  undergraduate  economics 
degree,  bought  a  run-down  $59,000 
house  in  Sacramento,  Calif,  for  3% 
cash  down  and  a  low-interest,  feder- 
ally insured  loan,  fixed  it  up  and 
rented  it  out.  He  sold  it  for  $90,000 
about  a  year  later,  bought  another 
house  and  kept  repeating  the  process. 

Even  after  the  residential  real  estate 
market  collapsed  in  1990,  Kim  kept 


Keith  Kim,  Granny  Goose's  chief  executive 

A  wealthy  man,  made  wealthier,  with  a  little  help  from  his  friends  in  government. 
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WE'D  LIKE  TO 

RUN  YOUR 

OFFICE. 

SO  YOU  CAN 

RUN  YOUR 

BUSINESS. 

Sometimes,  the  best  way  to 
run  your  office  is  to  not  to. 

That's  where  we  come  in. 
We're  Kelly  Management 
Services,™  the  smart  choice 
in  Administrative/Office 
outsourcing  today. 

We'll  provide  you  with 
the  people  to  do  the 
work,  and  we'll  assume 
complete  responsibility 
for  any  number  of  areas 
of  your  office  including 
your  Administrative 
Services,  Copy  Center, 
Mailing/Shipping,  Accounts 
Payable,  and  more. 

You'll  get  a  superior 
level  of  service,  reduced 
operating  costs,  and 
more  time  to  concentrate 
on  your  core  business. 

To  determine  if  your 
company  could  benefit  from 
outsourcing  with  Kelly 
Management  Services, 
call  810-244-5165  or 
e-mail  us  at  khopkins® 
sprynet.com. 

It  could  be  one  of  the 
best  management  decisions 
you've  ever  made.  To  not 
manage,  that  is. 

Kelly 

Management 
Services 


A  unit  of  Kelly  Services" 

An  equal  opportunity  employer. 
©  1996  Kelly  Services,  Inc.  All  rights  reserved. 

http://www.kellyservices.com 


at  it,  buying  and  fixing  up  Oakland, 
Calif,  apartments,  occasionally  with 
some  form  of  government  aid.  Kim 
accumulated  some  600  apartment 
units  by  1994. 

Owning  apartments,  some  of  them 
subsidized  low-rent  units  in  Oak- 
land's inner  city,  brought  him  into 
contact  with  city  officials.  To  keep  the 
permits  and  zoning  skids  greased, 
Kim  contributed  regularly  to  cam- 
paign chests. 

It  paid  off  last  year — big  time. 
Oakland  City  Councilman  Ignacio 
De  La  Fuente  approached  Kim.  G.F. 
Industries,  a  privately  held  real  estate 
and  food  company,  planned  to  shut- 
ter its  potato  chip  business, 
operating  under  the  Granny 
Goose  label.  The  business  was 
losing  money — $14  million 
over  the  previous  three  years. 
At  stake  were  367  union  jobs 
in  the  economically  belea- 
guered city  that  lies  across  the 
bay  from  San  Francisco.  The 
Oakland  unemployment  rate 
of  about  8%  was  far  higher 
than  the  national  average.  City 
officials  considered  the  situa- 
tion critical. 

Would  Kim  like  to  buy  the 
plant?  "The  last  thing  the 
politicians  needed  was  another 
institution  to  close,"  says  Kim, 
now  34. 

The  48-year-old  Granny 
Goose  brand  image,  a  giant 
goose  in  a  blue  bonnet  and 
yellow  tennis  shoes,  evokes 
fond  memories  among  Califor- 
nians.  Kim  figured  it  could  be  wm 
salvaged — if  costs  could  be  cut. 
Granny  Goose  had  those  367  union- 
ized workers — and  another  110 
pushing  paper  in  the  back  office. 
Then  there  was  the  contused  market- 
ing. The  $75  million  (1994  revenues) 
company  had  1,200  different  chip 
products  and  bag  sizes. 

His  councilman  friend  De  La 
Fuente,  a  union  organizer,  helped 
Kim  convince  the  Teamsters  union  to 
roll  back  wages  and  benefits  at 
Granny  Goose  by  20%,  to  a  starting 
pay  of  about  $8  an  hour.  De  La 
Fuente,  chairman  of  the  city  council's 
economic  development  and  housing 
committee,  persuaded  the  city  coun- 
cil to  lend  Kim  the  purchase  price: 
$2.25  million  at  8/4%  interest.  No 


A  son  of  modest  Korean 
immigrants,  Kim  is  well  on 
the  road  to  riches — thanks  to 
government  handouts.  Using 
little  money  of  his  own,  he 
owns  Granny  Goose. 


other  prospective  buyer  was  offered 
the  same  deal.  Within  a  few  months 
Kim  also  convinced  the  state  to  give 
him  $750,000  from  a  worker  retrain- 
ing fund. 

Using  little  money  of  his  own,  Kim 
became  owner  of  Granny  Goose. 


Potato 
Keith 


chips  cascade  off  the  Oakland  production  line 
Kim  is  talking  of  taking  Granny  Goose  public 


Kim  says  he  paid  back  the  $2.25 
million  lent  by  the  city  within  a  year. 
True,  but  he  paid  it  back  with  pro- 
ceeds from  yet  another  government 
loan,  this  time  a  $2.25  million  feder- 
al Housing  &  Urban  Development 
(hud)  loan  earmarked  for  Oakland 
improvements. 

Kim  isn't  the  only  entrepreneur  in 
Oakland  to  benefit  from  taxpayer 
money.  Oakland  has  seen  more  than 
$100  million  in  city  money  go  to 
developers  of  an  ice  rink  and  a  foot- 
ball stadium.  It  has  little  to  show  for 
either  handout.  And  it  intends  to 
ladle  out  several  million  more  to  save 
another  food  processing  plant.  "This 
is  strategic  investment,"  argues  Kofi 


Bonner,  the  city's  director  of  eco- 
nomic development.  Of  course  it  is 
nothing  of  the  kind.  It  is  simply  the 
kind  of  state  interference  that  has  cre- 
ated such  a  mess  in  other  countries 
and  that  this  country  has,  mercifully, 
been  largely  spared. 

But  why  should  Kim  care?  A  son  of 
modest  Korean  immigrants  who 
came  to  this  country  in  the  1960s,  he 
is  well  on  the  road  to  riches.  After 
losing  $800,000  a  month  when  he 
took  over,  Granny  Goose  now  looks 
like  it  could  show  a  profit  next  year. 
Kim  has  cut  the  number  of  products 
by  75%,  to  only  300.  That  resulted  in 
a  40%  drop  in  revenues  to  $45  mil- 
lion in  1995,  but  the  company 
is  no  longer  hemorrhaging 
cash.  Kim  has  bought  a  fleet  of 
used  vans  and  trucks  and 
strengthened  the  company's 
distribution  system.  With  rev- 
enues this  year  expected  to  hit 
about  $100  million,  he  has 
added  shifts  and  is  talking 
about  taking  Granny  Goose 
public. 

And  he  is  expanding.  In 
October  he  borrowed  $7.5 
million  from  a  private  bank  to 
help  buy  a  Kaysville,  Utah  pro- 
ducer of  potato  chips,  $90  mil- 
lion (sales)  Country  Club 
Foods,  now  in  bankruptcy 
court.  He  says  he  has  already 
raised  the  money  needed  to 
buy  Country  Club  Foods 
— $10  million,  cash — without 
government  help. 

Kim  calculates  that  with 
Granny  Goose  he  has  25%  of 
the  San  Francisco  market,  but 
little  penetration  elsewhere,  and  he 
dreams  of  carving  out  20%  of  the 
potato  chip  market  west  of  the  Rock- 
ies, giving  him  a  $500  million  busi- 
ness. Frito-Lay  has  already  van- 
quished competitors  like 
Anheuser-Busch's  Eagle  Brands,  and 
Kim  figures  Frito-Lay  will  leave  a 
little  guy  like  him  alone. 

When  Congress  bailed  out 
Chrysler  Corp.  in  a  job-rescuing 
move  in  1979,  the  government  at 
least  shared  in  the  gains  by  collecting 
$33  million  in  fees  from  the 
automaker.  If  Mr.  Kim  makes  it  big, 
doesn't  he  owe  us  taxpayers  some- 
thing other  than  contributions  to 
campaign  chests?  M 
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jit  yourself  in  a  1997  Avalon  —  the  American-built  flagship  of  Toyota  —  and  experience  an  overwhelming  sense  of  relax  - 
tion.  Soft,  available  leather-appointed  interior  and  six-passenger  seating  will  invite  you  to  relish  in  Avalon's  many  spacious 
nd  luxurious  comforts.  While  its  advanced  200-hp  V6  provides  refined  driving  performance, 
Llowing  you  to  manage  your  day  with  some  added  power.  But,  most  importantly, 
ou  can  experience  the  tranquility  of  Avalon  starting  around  $24,800* 


11  1-800-G0-T0Y0TA  or  visit  our  website  at:  http://vnvw.toyota.com  for  a  brochure  or  full-line  CD-ROM  plus  the  location  of 
ur  nearest  dealer.  ©1996  Toyota  Motor  Sales.  USA,  Inc.  Buckle  Up!  Do  it  for  those  who  love  you.  'Avalon  XLS  model  $29,703  MSRP  for  Avalon 
S  with  bench  seat  and  optional  equipment.  Excludes  taxes,  license,  title,  other  optional  or  regionally  required  equipment  Actual  dealer  prices  may  vary. 
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I  love  what  you  do  for  me 
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with  American  Express 
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(  A  NEW  INVESTOR'S  ADVANTAGE  } 


Introducing  Investment  Rewards. 


Earn  valuable  points  toward  great  rewards. 

Open  an  investment  account  with  American  Express  Financial 
Direct  and  take  advantage  of  the  most  comprehensive  reward 
program  in  the  investment  business  -  -  Investment  Rewards. 
Nobody  offers  more  variety  or  more  choices.  Up  to  12  airlines, 
6  hotels,  3  car  rental  companies,  9  gourmet  partners  and  as  many  as 
14  shopping  partners. 

To  earn  points  for  great  rewards,  open  an  investment  account 
where  you  can  choose  from  a  wide  range  of  investment  options 
including  over  200  no-load,  no-transaction  fee*  mutual  funds, 
money  market  funds,  brokerage  and  on-line  brokerage  ser- 
vices. You'll  get  cash  access  and  free  checking  on  qualifying 
accounts.  And  you'll  get  one,  consolidated,  easy-to-read  state- 
ment for  all  your  transactions. 

Invest  before  December  31,  1996  to  receive 
double  points. 

Open  an  investment  account  before  December  31,  1996,  and  you'll 
get  double  points  —  one  point  for  every  $5  you  invest.  After  January 
1,  1997,  you'll  receive  one  point  for  every  $10  you  invest.  All  you 
need  is  a  $5,000  minimum  to  get  started. 

Anyone  can  take  part  in  this  program  —  even  if  you  don  t  have  an 
American  Express®  Card.  But  if  you  are  a  Cardmember  enrolled  in  our 
award  winning  Membership  Rewards' '  program,  points  can  be  applied 
to  your  existing  Membership  Rewards  account. 


Financial 
Direct 


now  to  open  an  account  1  Q  f\f\  A  T3  O  C\  1  1 
receive  double  points.  1    O  VJ  \J  AAl  \J  1  1 


Call 

and  receiv< 


vww.americanexpress.com/direct 


*A  transaction  fee  will  be  charged  on  each  redemption  of  mutual  fund  shares  held  for  less  than  90  days. 

Qualifying  accounts  from  American  Express  Financial  Direct  (AEFD)  include  the  Basic,  IMA,  /nvestDirect,  and  InvestDirect/pt 
accounts.  This  includes  mutual/und,  money  market,  Value  Trader,  InvestDirect  and  InvestDirect/pt  products.  CD  and  annuity  prod- 
ucts are  not  eligible  for  points.  Accounts  cannot  he  designated  for  retirement  purposes  (IRA,  40l(k),  SEP,  Keogh,  etc.).  Corporate 
and  institutional  accounts  are  not  eligible.  Deposits  or  transfers  between  any  AEFD  brokerage  accounts  do  not  qualify  for  points. 
Assets  must  remain  in  the  account  for  90  days.  If  you  withdraw  or  remove  assets  that  have  already  earned  points  from  your  account, 
the  dollar  value  of  those  assets  must  be  replaced  before  additional  points  can  be  earned.  Other  terms  and  conditions  may  apply. 
©American  Express  Service  Corporation.  Distributor.  All  rights  reserved.  Member  SJPC  and  NASD  (10/96). 


a  buincno 


ly  Jacobs  knows  his  Cuban  cigars. 
But  does  he  know  how  to  run  a  business? 

rwin's  younger 
brother 


By  Janet  Novack 


Sheldon  Jacobs,  52,  the  younger 
brother  of  Irwin  (the  Liquidator) 
Jacobs,  has  so  far  been  no  great 
shakes  as  a  businessman.  He  is  chief 
executive  of  Woodroast  Systems, 
Inc.,  an  unremarkable  little  public 
company  that  owns  and  operates  two 
restaurants,  in  St.  Louis  Park,  Minn, 
and  Rockville,  Md.  In  its  nine  years 
in  business,  Eden  Prairie,  Minn.- 
based  Woodroast  hasn't  made  a  cent. 

But  Jacobs'  lack  of  success  hasn't 
discouraged  some  investors  from 
taking  seriously  his  claim  that  his  com- 


Woodroast  Chief  Executive  Shelly  Jacobs 

Will  his  plan  for  a  chain  of  cigar  parlors  go  up  in  smoke? 
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WKen  did  you  stop  Iookins  up? 


T 

JLher 


here  was  a  time  when  travelling  was  still  a  great  adventure  to  you. 
It  opened  your  eyes.  Inspired  you.  And  always  gave  you  afresh,  new  perspective  on  the  world. 

Fortunately,  there's  a  place  where  it  still  does.  Step  inside  any  Hyatt  hotel  or  resort, 
and  discover  once  again  the  joy  of  reaching  a  destination  that  captures  your  imagination. 

You  might  see  a  magnificent,  23-story  atrium  when  you  enter  our  lobby.  Or  a 
panoramic  city  view  through  the  windows  of  one  of  our  meeting  rooms.  Or  Romanesque 
arches  towering  above  you  in  a  hotel  created  from  a  historic  train  station. 

And  everything  we  do,  from  the  fine  art  we  commission  to  the  exceptional  cup  of 
coffee  we  serve,  will  help  make  your  next  trip  a  delightfully  new  experience.  In  fact,  things  could  start 
looking  up  from  the  moment  you  check  in.  For  reservations, 
contact  your  travel  planner  or  call  Hyatt  at  1-800-233-1234. 


HYATT 


AT&T 

YourTrue  Choice 


® 


Feel  the  Hyatt  Touch" 


fyatt  is  proud  to  offer  AT&T  Long  Distance  Service  for  all  your  AT&T  Calling  Card,  AT&T  Universal  Card  and  operator-assisted  calls  at  most  locations. 

Hyatt  Hotels  and  Resorts'  encompasses  hotels  managed,  franehtsed,  or  operated  by  two  separate  groups  of  companies  -  Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corporation.  ©1996  Hyatt  Corp. 


panv  is  about  to  cash  in  on  the  cigar 
craze.  How?  With  a  chain  of  informal 
cigar  parlors  offering  camaraderie, 
rental  humidors  and  $2.25  draft  beers. 
Jacobs  says  he'll  make  his  money  on 
$6-to-$l  8  cigars  and  $5.50-to-$17.50 
single  malt  Scotch. 

Sitting  in  the  handsome  birch  bar 
of  his  300-seat  Shelly's  Woodroast 
restaurant  in  Rockville,  Md.,  Jacobs, 


Room:  A  Civilized  Cigar  Parlor  and 
Tavern.  Then  the  franchising  begins. 
The  bars  are  to  be  modeled  after  a 
tiny  cigar  room  that  is  a  part  of 
Jacobs'  Rockville  restaurant.  With 
just  a  few  tables,  a  couch  and  a  small 
bar,  this  cigar  room  already  rings  up 
$90,000  a  month  in  sales. 

Jacobs  is  depending  on  young 
hotshots  like  David  Steinberg,  the 


Woodroast's  new  president,  Ralph  Guarino 

The  last  chain  he  was  president  of  ended  up  in  bankruptcy  court. 


who  smokes  three  cigars  a  day, 
declares:  "We  are  going  to  be  the 
Starbucks  of  cigars."  Some  folks 
believe  him.  When  Jacobs  announced 
his  cigar  parlor  idea  on  May  29, 
Woodroast's  Nasdaq  stock  went  from 
5%  to  714  the  very  next  day.  It  hit  a 
high  of  9lA  in  June.  This  year,  with 
extra  overhead  for  developing  the 
chain,  Jacobs  figures  he'll  lose  $1  mil- 
lion on  revenues  of  around  $7  million. 

By  the  end  of  1997  Jacobs  expects 
to  have  five  company-owned  cigar 
parlors — known  as  Shelly's  Back 


27-year-old  chief  executive  and 
majority  owner  of  Sterling  Commu- 
nications, a  small  cell-phone-and- 
paging-service  dealer.  Fingering  his 
$18  Montecristo  No.  2,  Steinberg,  a 
regular  at  Jacobs'  cigar  room  in 
Rockville,  notes  that  he  spends  thou- 
sands a  year  on  cigars  for  business 
gifts.  Most  of  his  managers  have 
taken  up  cigars,  too. 

Given  cigar  smoking's  new  trendi- 
ness,  the  idea  sounds  good.  But 
Jacobs  isn't  alone  in  chasing  the  cigar 
parlor  craze.  United  Restaurants, 


which  owns  the  star-studded,  mem- 
bers-only Grand  Havana  Room  in 
Beverly  Hills,  has  signed  leases  in 
New  York  and  Washington  and  is 
eyeing  sites  in  San  Francisco,  Las 
Vegas  and  Dallas.  Cigar  maker 
Culbro  Corp.,  which  owns  the  swank 
Club  Macanudo  in  New  York,  will 
open  a  parlor  in  Chicago  soon  and  is 
considering  adding  still  more.  Cigar 
parlors  such  as  Naples,  Fla.'s 
Heaven  and  New  York's  Bar 
and  Books  are  also  plotting 
geographic  expansion. 

Jacobs  says  he  doesn't  con- 
sider these  parlors  competition 
because  his  cigar  parlors  are 
neighborhood  clubs,  not 
luxury  outposts.  Maybe.  But 
Jacobs  has  had  difficulty 
making  a  profit  and  controlling 
costs.  "You  wouldn't  want  an 
artistic  person  like  me  balanc- 
ing your  checkbook,"  he  jokes. 

Back  in  1980,  after  selling 
out  of  the  liquidation  business 
he  ran  with  brother  Irwin, 
Jacobs  spent  $350,000  devel- 
oping and  patenting  a  comput- 
er-controlled oven  that  cooks 
meat  and  fowl  slowly  over 
wood,  while  continuously  bast- 
ing it  to  prevent  it  from  drying 
out.  In  1987  he  opened  his 
first  Shelly's  Woodroast  restau- 
rant in  Minneapolis,  using  his 
own  recipes  and  oven.  A  per- 
fectionist, Jacobs  replaced  his 
first  restaurant  with  a  larger 
outlet,  sparing  no  expense. 

By  1994  Jacobs  had  sunk  $3 
million  of  his  own  money  into 
the  business,  which  was  still 
losing  money.  Now  he  wanted 
to  build  another  restaurant. 

So  Jacobs  took  Woodroast 
public  through  Mathews, 
Holmquist  &  Associates,  a  Min- 
neapolis-based brokerage  firm.  The 
offering  was  a  fiasco.  In  June  1994 
Mathews  paid  Woodroast  $3.7  mil- 
lion— or  $4.95  per  unit  consisting  of 
one  common  share  and  one  callable 
warrant — for  a  third  of  Woodroast. 
Mathews  initally  sold  most  of  the 
units  at  $5  to  $5.50  each.  But  when 
demand  for  the  stock  collapsed, 
Mathews  bought  back  shares  in  a  bid 
to  prop  up  the  market  for  Woodroast 
stock.  Only  three  months  after  the 
IPO,  in  September  1994,  Mathews, 
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No  Matter  How  You  Spell  Diem 
They  All  Start  With  TWA. 


TWA  can  now  get  you  to  over 
ninety  great  cities  in  twelve 
exciting  countries.  So  where  in 
the  world  do  you  start?  With  a 
quick  call  to  your  travel  agent  or 
TWA  at  1-800-221-2000.  Then 
you  could  be  on  your  way  to 
LAX,  JFK  or  anyplace  in 
between.  And  remember,  you're 
always  welcome  to  stop  by  our 
website  at  http://www.twa.com. 
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Kolmquist  was  thrown 
into  bankruptcy. 

Woodroast's  stock  sank 
from  $5  to  50  cents  by 
mid- 1995.  Jacobs  turned 
to  private  investors, 
including  longtime  buddy 
Lyle  Berman,  chief  execu- 
tive of  Grand  Casinos, 
Inc.  The  investors  extract- 
ed a  stiff  price,  lending 
Woodroast  $1  million  in  a 
complex  deal  that  carried 
an  effective  annual  interest 
rate  of  26%.  That  got  his 
Rockville  restaurant  com- 
pleted. But  still  Jacobs 
needed  more  cash.  So  this 
past  March  and  April  he 
raised  an  additional  $1.4 
million  by  privately  selling 
another  625,000  shares  at 
$2.25  each.  MBHB 

Then  this  spring, 
Jacobs  hit  on  his  cigar  parlor  idea. 
That — finally — got  Woodroast's 
stock  smoking.  In  June  Woodroast 
closed  above  7Vi  for  20  days  in  a 
row,  conveniently  allowing  Jacobs 
to  call  in  warrants,  raising  $4.6  mil- 


Diners  in  Woodroast's  Rockvilie,  Md.  restaurar 
The  meat  is  tasty,  but  where  are  the  profits? 


lion.  Today  Woodroast  trades  around 
4%,  giving  the  firm  a  market  value  of 
$20  million. 

In  September  Jacobs  hired  Ralph 
Guarino,  50,  as  president.  The  ciga- 
rette-chain-smoking Guarino  admits 


to  knowing  nothing  about 
cigars,  but  he  does  have 
experience  in  franchising 
restaurants.  He  helped 
build  Boston's  Papa  Gino's 
pizza  chain  and  was  chief 
financial  officer  of  Boston 
Chicken  from  1990  to 
1992.  But  he  left  Boston 
Chicken  before  its  big 
growth  started  and  got 
involved  in  another  restau- 
rant chain,  which  later  filed 
for  Chapter  1 1  bankruptcy 
protection;  class  action  law- 
suits have  been  filed  charg- 
ing Guarino  and  others 
with  misleading  investors. 

Considering  all  this  we 
wouldn't  bet  our  retire- 
ment money  on  Jacobs' 
smoke     parlors.  Shelly 
Jacobs  is  a  charming  fellow 
who  knows  his  cigars  and 
marinades.  If  you  get  a  chance,  enjoy 
a  cigar  with  him.  (Rush  Limbaugh, 
who  keeps  a  humidor  in  Rockville, 
does.)  But  unless  you  have  a  taste  for 
gambling,  keep  your  wallet  in  your 
pocket.  WM 
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Mobile  computing  perfected  by  TDK  Systems. 


"Big  World" 

It  seems  there's  a  new  country 
started  every  day. 


Easy  Set  Up.  Simple  pull  down  menus  allow 
you  to  instantly  configure  your  Global  Class  for 
whatever  country  you're  in. 


Digital  Line  Protection.  Global  Class 
protection  circuitry  ensures  that  hotel 
business  phone  systems  won't  turn 
modem  into  charcoal. 


Global  Acceptance.  Australia, 
Austria,  Canada,  Czech 
Republic,  Belgium,  Denmark, 
Finland,  France,  Germany, 
Hong  Kong,  Ireland,  Italy, 
Japan,  Luxembourg,  Mexico, 
The  Netherlands,  New  Zealand, 
Norway,  Singapore,  South 
Africa,  South  Korea,  Sweden, 
Switzerland,  United  Kingdom, 
United  States 
and  more. 


"Small  Wonder" 

TDK's  Global  Class  ™  Fax/Modem 
Is  probably  already  compatible  with 
their  phone  system. 


Business  is  Global.  Your  fax/modem  should  be  too. TDK's  Global  Class  is  certified 
compatible  in  more  countries  than  any  other  fax/modem  in  the  world.  It's  the  highest 
speed  international  PC-Card  fax/modem  available.  Call  TDK  Systems 
1-800-999-4TDK  or  visit  our  web  site  at  www.tdksystems.com  Technically,  Superior. 


TDI 


TDK  SYSTEMS 


at  shape  is  your  business  in? 


In  response  to  unprecedented  improvements  no  longer  ensure  Andersen  Consulting  helps  org< 

market  pressures,  many  organiza-  survival.  They're  seeking  cohesive  nizations  successfully  transforn 

tidns  are  reconfiguring  themselves,  solutions  that  dramatically  strength-  by  refining  and  re-aligning  all 

ey've  recognized  that  isolated  en  their  entire  enterprise.  vital  components.  Our  work  wi 


Mark  Douglas  has  come  a  long  way  in  his  33  years, 
but  he's  convinced  he's  just  starting. 

When  everyone 
looks  like 
a  lamb  chop 


By  Scott  Woolley 

Riding  the  New  York  City  subways 
as  a  teenager,  Mark  Douglas  would 
gather  up  the  tattered  business  mag- 
azines that  commuters  left  behind. 
His  friends  thought  it  bizarre.  The 
kid  was  just  13,  and  everything  else 
about  him  pointed  to  a  blue-collar 


future.  His  single  mother  raised  him 
and  his  sister  on  her  secretary's  salary. 
He  graduated  from  high  school  with 
an  airframe  mechanic's  license. 

He  tried  college,  but  dropped  out 
of  the  University  of  Wisconsin  after 
his  freshman  year — too  cold,  too 


CenterView  Software  founder  Mark  Douglas 
"We've  made  databases  browsable." 


expensive.  Back  in  New  York  he  read 
the  want  ads  and  in  1983  talked  his 
way  into  a  job  as  a  computer  sales- 
man in  suburban  Westchester 
County.  He  was  attracted  to  the  job 
by  a  magazine  article  he  had  read  as  a 
kid,  describing  how  a  16-year-old 
became  a  millionaire  by  creating  a 
videogame.  Computers,  after  all,  had 
something  to  do  with  videogames. 

Fast-forward  13  years,  to  1996. 
Douglas,  now  33,  is  founder  and 
president  of  CenterView  Software  in 
San  Francisco,  Calif,  and  a  pioneer  in 
the  white-hot  area  of  corporate 
Intranets. 

His  software  uses  new  Internet 
standards  to  transfer  information 
from  old  databases  to  client-server 
applications,  the  Internet  or 
Intranets.  "We've  made  databases 
browsable,"  boasts  Douglas.  He 
started  selling  his  software  this  spring 
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THE  ART  OF  WRITING 

595  MADISON  AVE  ,  NEW  YORK  •  1 00  GRANT  AVE  ,  SAN  FRANCISCO  •  THE  MALL  AT  SHORT  HILLS,  SHORT  HILLS  •  ROOSEVELT  FIELD,  GARDEN  CITY 
,  MOANA  CENTER,  HONOLULU  •  900  NORTH  MICHIGAN  AVE  ,  CHICAGO  •  1  5 1  BLOOR  ST  WEST,  TORONTO  •  SOMERSET  COLLECTION,  TROY  •  COPLEY  PLACE,  BOSTON 

FOR  MORE  INFORMATION  CALL  1-800-388-4810 
THE  SHOPS  AT  SELECT  BLOOMINGDALE'S,  MARSHALL  FIELD'S,  NEIMAN  MARCUS  AND  SAKS  FIFTH  AVENUE 


STARTING  YOUR  OWN  BUSINESS 


Early  CenterView  employees  Lin  Lee,  Janet  McGraw  and  Erik  Frieberg 
They  got  equity  in  return  for  miserly  salaries  and  long,  hard  hours. 


and  expects  revenues  to  reach  $1  mil- 
lion in  1996. 

That  computer  store  where  Doug- 
las got  his  first  job  sold  equipment  for 
local  area  networks,  or  LANs,  that  is 
for  linked  groups  of  personal  com- 
puters. Douglas  slogged  through  all 
of  the  manuals,  making  himself  the 
store's  LAN  expert.  Six  months  later 
he  quit  the  sales  job  to  begin  his  own 
consulting  business  installing  corpo- 
rate LANS. 

Douglas  started  with  the  small  law 
firm  upstairs  from  the  computer  store 
where  he  worked,  and  then  ended  up 
on  Wall  Street  designing  trading  sys- 
tems for  firms  like  Goldman,  Sachs. 
At  nearby  Phoenix  Reinsurance,  he 
wrote  software  to  connect  mainframe 
claims  databases  with  desktop  PCs. 

When  Oracle's  senior  vice  presi- 
dent for  application  development 
heard  of  Douglas'  work  with  Phoenix 
in  1989,  he  recruited  Douglas  to  the 
database  software  maker.  Douglas 
was  soon  managing  development  of 
database  application  products. 

After  three  years  at  Oracle,  Doug- 
las went  back  to  Wall  Street  to  work 
for  Ernst  &  Young's  information 
technology  services  group  as  a  con- 
sultant. In  that  capacity  he  designed 
.i  derivatives  trading  system  for  Banc 


Paribas  in  London  and  helped  build 
an  entirely  new  customer  service 
application  for  the  mutual  fund  com- 
pany, Dreyfus  Corp. 

At  Phoenix,  Oracle,  and  again  at 
Dreyfus,  Douglas  saw  the  need  for 
building  new  point-and-click  software 
tools  that  would  give  easy  access  to 

"Everyone  I  saw  became  a 
big  dollar  sign.  Everyone 
I'd  talk  to,  I'd  be  thinking, 
'How  much  money  can  I  get 
out  of  this  person?'  " 


information  stored  in  older  databas- 
es. He  compares  software  designers 
to  carpenters  who  build  with  hammer 
and  nails.  Slow  going.  Douglas 
wanted  to  invent  a  nailgun. 

Ke  convinced  Dreyfus  to  invest 
$500,000  in  return  for  a  five-year 
license  to  the  software  he  wanted 
to  write. 

Douglas  started  CenterView  Soft- 
ware in  late  1993  with  the  Dreyfus 
money  and  another  $250,000  from 
outside  investors.  He  hired  five  pro- 
grammers for  peanuts  and  gave  them 
equity  in  the  company.  For  the  next 


year  and  a  half  Douglas 
and  his  programmers 
wrote  Data  Director, 
CenterView's  main  soft- 
ware program.  Since 
then,  they  have  intro- 
duced two  additional 
programs. 

Running  a  business 
proved  harder  for 
Douglas  than  being  a 
consultant  ever  was: 
There  are  payrolls  to 
meet  and  bills  to  pay  as 
well  as  dealing  with  the 
tasks  at  hand.  He 
needed  capital  but  only 
grudgingly  parted  with 
equity.  "I  didn't  want 
to  be  one  of  those 
founders  who  ended  up 
with  5%  of  the  compa- 
ny," Douglas  says. 

He  saved  $100,000 
by  convincing  Dreyfus 
to  let  him  use  its  com- 
puter  hardware.  His 
wife   worked   as  the 
office  manager.  Still,  the  new  compa- 
ny was  burning  cash,  and,  at  times, 
had  only  a  few  dollars  in  the  bank. 
"You  know  how  in  cartoons  hungry 
people  will  see  other  characters  turn 
into  a  big  lamb  chop?"  Douglas  asks. 
"Well,  everyone  I  saw  became  a  big 
dollar  sign.  Everyone  I'd  talk  to,  I'd 
be  thinking,  'How  much  money  can 
I  get  out  of  this  person?'  " 

Finally  Douglas  went  to  the  ven- 
ture capitalists.  In  late  1995  in  two 
rounds  of  financing,  Hummer  Win- 
blad  Venture  Partners  and  U.S.  Ven- 
ture Partners  together  put  up  $6  mil- 
lion for  more  than  half  of  the 
company.  Douglas  still  has  25%.  Cen- 
terView expects  to  become  profitable 
next  fall. 

Technological  innovations  are 
quickly  mimicked,  and  competitors 
have  bright  ideas  of  their  own. 
Douglas  has  come  a  long  way,  but  he 
doesn't  have  it  made. 

However,  database  tools  are  an 
exploding  marketplace.  Internation- 
al Data  Corp.  predicts  demand  for 
CenterView's  type  of  software  prod- 
ucts could  reach  $7  billion  by  2000. 
Douglas  says  he  sees  the  potential 
for  a  market  twice  that  size.  You 
don't  come  as  far  as  he  has  by  being 
a  pessimist.  Hi 
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NOTHING    COMES  BETWEEN 
YOU     AND    YOUR  THOUGHTS. 
(Not   even    you  r  butler.) 


At  times  even  an  innocuous  gesture  can  derail  a  thought.  So  we  ensure  that  our  service  is  more  felt  than  seen. 
Efficient  yet  unobtrusive.  Never  intruding  upon  your  thoughts  and  enabling  you  to  feel  your  best.  Always. 

\es,  even  when  you're  pondering  over  a  crossword. 


Qbemi  ^Blels 

Where  the  pace  is  yours  to  set,  and  ours  to  keep. 


AUSTRALIA  •  EGYPT  "INDIA  •  INDONESIA  •  SAUDI  ARABIA  •  SRI  LANKA 
Reservations  through  your  travel  agent  or  call  The  Oberoi  Reservation  Service,  USA:  800-5-OBEROI  toll  free;  or  for  hotels  in 
Melbourne,  Cairo,  Bali,  Mumbai,  New  Delhi,  Calcutta,  Bangalore,  cIhfFJeadwgHotds  ofthffWbrld  :  USA  :  800-223-6800  toll  free. 
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Cosmic  justice  and  human  reality 
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Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


Some  ideas  are  so  far-fetched  that  no  one 
who  actually  thought  about  them  could  really 
believe  them.  But  such  ideas  may  be  fiercely 
defended  because  they  are  the  basis  of  other 
things  that  people  do  believe  in. 

"Equality"  is  one  of  the  crucial  far-fetched 
ideas  of  our  time.  From  the  soapbox  dema- 
gogue to  the  highest  court  in  the  land,  statis- 
tical disparities  in  outcomes  have  been  treated 
as  virtual  proof  that  somebody  was  treated 
unfairly.  Apparently  there  is  no  way  that  they 
could  have  performed  differently,  because  of 
the  implicit  assumption  of  equality. 

Yet  most  people  would  be  hard-pressed  to 
name  two  individuals  who  perform  equally. 
What  we  usually  mean  when  we  rate  two  indi- 
viduals equally  is  that  they  have  offsetting 
advantages.  But  the  same  man  is  not  even 
equal  to  himself  on  different  days,  much  less 
at  different  periods  of  his  life. 

Anyone  who  has  watched  tennis  matches, 
whether  on  the  local  playground  or  at  Wim- 
bledon, has  seen  player  A  come  out  and  total- 
ly annihilate  player  B  in  the  first  set — and  then 
turn  around  and  lose  the  match.  Not  only 
equality  but  superiority  is  very  unreliable. 

Nobody  takes  an  I.Q.  test  at  the 
moment  of  conception. 


What  many  people  mean  by  equality  is  that 
the  races,  the  sexes  or  other  large  groupings 
of  people  have  no  innate  superiority  over 
others.  However,  innate  superiority,  inferiority 
or  equality  are  about  how  people  are  at  the 
moment  of  conception.  But  nobody  takes  an 
I.Q.  test  at  the  moment  of  conception,  nor  do 
they  apply  for  college  or  a  job  then. 

By  the  time  they  do  those  tilings,  a  lot  has 
happened — and  it  has  seldom  happened  equally. 

Even  before  the  child  is  born,  the  mother's 
eating,  drinking  and  smoking  affect  the  for- 
mation of  the  little  body  inside,  including  the 
formation  of  the  brain.  The  children  of 
teenage  mothers  have  lower  I.Q.s,  even  when 
you  take  account  of  all  sorts  of  social  variables. 

There  are  significant  I.Q.  differences 
among  identical  twins  when  one  is  born  sub- 
stantially heavier  than  the  other.  Apparently 
whatever  has  allowed  one  twin  to  gain  more 
nutrition  during  their  development  leaves  the 
other  permanently  a  little  behind  mentally, 


long  after  they  have  grown  up  and  their 
weights  are  the  same. 

Research  has  also  shown  that  it  makes  a  big 
difference  whether  a  small  child  is  constantly 
talked  to  and  stimulated  in  various  ways  or  is 
just  laid  down  to  vegetate  somewhere,  while 
the  mother  watches  her  soap  operas  or  sleeps 
off  a  hangover.  It  is  not  just  a  matter  of  what 
information  is  conveyed  to  the  child.  Con- 
stant interaction,  even  with  low-I.Q.  adults, 
has  been  shown  to  improve  a  child's  I.Q.  It  is 
not  what  they  convey  to  him  but  what  they 
stimulate  in  him. 

The  physical  development  of  the  brain  itself 
is  greater  in  children  who  have  much  interac- 
tion and  many  things  to  think  about,  however 
simple  those  things  may  be.  In  the  crucial  early 
years  especially,  you  have  to  use  it  or  lose  it. 

Painful  as  it  is  to  think  of  all  the  individuals 
and  groups  who  have  lost  golden  opportuni- 
ties because  of  these  and  numerous  other  dif- 
ferences beyond  their  control,  the  only  thing 
worse  than  thinking  about  it  is  refusing  to 
think  about  it.  A  grand  pretense,  endlessly 
repeated,  does  not  become  a  hard  fact. 

The  tendency  to  explain  differences  by 
either  genetics  or  discrimination  ignores  very 
large  differences  that  cannot  be  attributed  to 
either.  Numerous  visitors  to  the  antebellum 
South  wrote,  either  privately  or  publicly,  of 
the  great  differences  between  southern  whites 
and  northern  whites.  These  differences  ranged 
from  church  services  to  sex,  from  child-rear- 
ing to  alcohol  consumption,  from  entrepre- 
neurship  to  violence.  Yet  whites  in  the  two 
sections  of  the  country  were  of  the  same  race, 
language,  religion  and  legal  status. 

Nevertheless,  their  differences  extended 
across  a  broad  spectrum,  including  the  per 
capita  rate  of  inventions  patented,  which  was 
several  times  as  high  outside  the  South.  Many 
19th  century  writers,  including  de  Tocque- 
ville,  attributed  these  differences  to  the  con- 
centration of  slavery  in  the  South.  But  the 
two  groups  of  whites  who  settled  in  different 
regions  of  the  United  States  came  from  differ- 
ent regions  of  Britain,  where  the  same  differ- 
ences existed  long  before  either  of  them  had 
any  slaves. 

Slavery  is  not  a  magic  answer  to  historic 
questions,  either  for  whites  or  blacks.  Only  the 
prevailing  refusal  to  acknowledge  that  some 
cultures  are  far  more  effective  than  others  leads 
us  to  grasp  desperately  for  such  all-purpose 
explanations  of  performance  differences, 
including  genetics  or  discrimination.  WM 
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How  Call  Centers  Increase  Profits  and  Grow  Business 

A  Business  Solutions  Report  from  HEMISPHERE  INC. 
■  Written  by  Richard  Schlcsingcr  ■ 


Call  centers  are  transforming  the  way  corporations 
large  and  small  do  business.  They're  the  gateways  to 
new  markets,  virtual  and  real;  they're  the  vehicle  for 
delivering  immediate  service  to  clients  who  have  no  time  to 
wait,  and  they're  changing  the  definition  of  the  sales  force 
while  they  change  the  very  nature  of  sales. 

In  an  age  of  rampant  techno-hype,  evaluating  business 
:echnologies  can  be  a  daunting  task.  Will  the  latest  whiz- 
Dang  gizmo  actually  improve  productivity?  Will  it  pay  for 
Itself  within  the  life  span  of  anyone  now  working  for  the 
:ompany?  Call  centers  are  one  of  the  few  business  tech- 
nologies that  have  delivered  on  their  promise  to  improve 
)roductivity,  raise  the  standards  of  customer  service  and 
neaningfully  increase  revenue. 

Fueling  Unprecedented  Growth, 
Spawning  New  Products  and  Services 

According  to  figures  compiled  by  the  American 
elemarketing  Association,  annual  sales  of  products  and 
ervices  attributed  to  call  centers  grew  from  $100  billion  in 
983  to  more  than  $650  billion  in  1995.  Telemarketing  now 
iccounts  for  more  direct  sales  than  any  other  medium, 
'erhaps  more  important  than  the  numbers,  however,  is  the 
act  that  call  centers  have  created  products  and  services 
hat  were  undreamed  of  a  decade  ago.  Help  desks,  which 
legan  as  essential  after-sales  support  for  the  computer- 
oftware  industry,  would  have  been  impossible  without  call 
enters,  and  the  help-desk  concept  has  been  embraced  by  a 


host  of  industries  to  support  everything  from  advanced 
health  care  products  to  crossword  puzzles  and  video  games. 
Call  centers  are  also  having  a  profound  impact  on  corporate 
sales  forces.  Increasingly,  companies  are  turning  to  call  cen- 
ters, often  outsourced,  to  qualify  leads,  set  up  appoint- 
ments and  often  to  take  over  direct  sales  to  smaller 
customers.  That  frees  the  field  sales  force  to  concentrate  on 
what  it  does  best— and  what  it's  (well)  paid  to  do— face-to- 
face  selling  to  large  corporations. 

Wail  Street  Darling 

Wall  Street  sees  the  call  center  industry  for  what  it  is,  a 
powerful  tool  for  economic  growth  and  development.  The 
popular  press  sees  it  as  the  people  who  invariably  call  in  the 
middle  of  dinner.  Rarely  have  two  images  of  the  same 
industry  been  further  apart.  Rick  Northrop,  managing 
director  and  group  head  for  the  information  services  invest- 
ment banking  group  at  Smith  Barney,  believes  the  very  high 
multiples  investors  have  accorded  the  stock  of  major  tele- 
services  agencies  simply  reflect  investors'  convictions  that 
the  industry's  growth  will  be  sustained. 

Northrop  believes  growth  will  be  fueled  in  part  by  the 
increasing  willingness  of  firms  to  outsource  their  call  center 
functions.  Even  government  agencies  are  turning  to  teleser- 
vices  firms  to  help  manage  customer  support  and  service- 
witness  the  large  contract  the  U.S.  Postal  Service  recently 
signed  with  a  newly  public  teleservices  firm.  Northrop 
believes  growth  will  also  be  spurred  by  technologies,  such 
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as  the  Internet,  Which  will  be  integrated  into  the  traditional 
avenues  of  communication  handled  in  corporate  call  cen- 
ters. The  high-tech,  value-added  picture  Northrop  sees  dif- 
fers starkly  from  the  image  offered  by  the  popular  press. 
Corporate  America  sides  with  Northrop:  Call  centers  have 
moved  from  the  periphery  to  the  center  of  corporate 
strategy,  from  cost  centers  to  powerful  engines  of  growth. 

Total  Call  Center  Solutions 

For  years,  the  most  basic  decision  corporations  faced 
regarding  call  centers  was  whether  to  keep  the  function  in- 
house  or  to  outsource  it.  Today,  there's  a  third  choice:  Keep 
the  center  in-house  but  outsource  its  day-to-day  manage- 
ment. A  number  of  companies  are  embracing  all  three 
options,  keeping  call  centers  for  some  divisions  in-house, 
outsourcing  some  and  taking  a  hybrid  approach  to  others. 
Regardless  of  the  approach,  the  largest  players  in  the  field, 
including  AT&T,  Sprint  and  MCI,  offer  clients  a  total  call 
center  solution,  from  complete  outsourcing  to  call  center 
consultation  and  on-site  management. 

Call  center  innovation,  from  the  first 
toll-free  number  to  the  internet— AT&T 

When  AT&T  offered  the  first  toll-free  number  in  1967,  it 
ushered  in  the  era  of  the  modern  call  center  and  pro- 
foundly changed  the  way  corporations  and  their  customers 
communicated.  The  company  has  revolutionized  the  call 
center  industry  through  technical  innovations  and  the  relia- 
bility of  its  worldwide  intelligent  network.  AT&T  gives 
clients  the  most  innovative  communications  options,  lever- 
aging their  call  centers  with  interactive  voice  services,  video 
and  multimedia,  Internet,  fax,  speech  recognition  and  com- 
plete on-line  capabilities.  Its  routing  solutions  and  network- 
management  tools  can  combine  multiple  call  centers  into  a 
single  virtual  center  to  increase  efficiency  greatly.  AT&T  also 
offers  a  package  of  call  center  consulting  services  that 
encompasses  everything  from  agent  training  to  site  selec- 
tion and  operations  analysis. 

"Call  centers  make  huge  contributions  to  businesses' 
bottom  lines,"  says  Jody  Wacker,  national  marketing 
director  of  AT&T  Call  Center  Solutions.  "Call  centers  today 
serve  a  multitude  of  functions,  including  service,  sales  and 
marketing,  and  they  often  serve  as  the  one  and  only  point 
of  interaction  between  a  company  and  its  customers." 

AT&T  has  helped  Northwest  Airlines  link  its  nine 
domestic  centers  into  a  single,  virtual  call  center  to  increase 
efficiency  markedly  and  improve  customer  service.  In  the 
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past,  Northwest  operated  each  call  center  as  an  individua 
entity,  with  centers  in  the  West  handling  West  Coast  traffic 
and  centers  in  the  East  handling  East  Coast  traffic 
Specialized  functions  had  to  be  duplicated  in  each  center, 
and  there  was  essentially  no  coordination  between  the 
centers  in  terms  of  traffic  volume  and  staffing.  AT&l 
changed  all  that. 

"The  technology  that  AT&T  brought  to  us  allowed  u: 
to  connect  the  centers,"  says  Steve  Brown,  director  of  reser- 
vations operations  for  the  airline.  "That  let  us  eliminate  the 
duplication  of  effort,  increase  the  utilization  of  our  stafi 
resources  and  better  serve  our  customers."  Brown  explain: 
that  operating  as  one  large  virtual  center  with  nine  dif 
ferent  locations  lets  Northwest  even  out  customer  service 
by  routing  traffic  to  where  it  can  be  handled  best.  The 
dynamic  routing  is  handled  through  the  AT&T  network. 

Northwest  also  takes  advantage  of  AT&T's  interactive 
voice  services.  "When  traffic  gets  too  heavy,  we  overflow 
calls  dynamically  to  an  interactive  voice  response  unit," 
Brown  says.  "Again,  it  helps  us  boost  customer  service 
because  the  customer  gets  an  immediate  response,  a: 
opposed  to  a  busy  signal."  Northwest  plans  to  utilize  i 
number  of  additional  services  from  AT&T  to  expand  the 
options  it  provides  its  customers,  according  to  Brown.  "Like 
a  lot  of  companies,  we're  looking  to  give  the  best  custome 
service  we  can,  the  instant  somebody  wants  to  reach  us.  Tc 
do  it  we're  developing  additional  delivery  channels.  We're 
looking  at  the  Internet,  at  fax  and  at  E-mail." 

Has  the  reengineering  of  Northwest's  call  center  op 
erations  been  worthwhile?  "The  realized  and  potentia 
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How  to 
FOrge  lifetime,  Profitable 

Connections 


with  Your  Customers: 


THE  ITI  SOLUTION 

Call  centers  are  vital  links  to  customers. 

They're  the  front  line  in  solidifying  lifetime,  profitable 
relationships.  Yet,  few  companies  devote  the  staffing, 
technology  and  management  time  to  call  center  services 
required  to  make  this  powerful  connection  pay  off  in  profits. 

The  solution  to  achieving  profitable  customer  relationships 
is  outsourcing  customer  service  with  ITI  MARKETING 
SERVICES.  ITI's  credentials  for  successful  customer  service 
set  the  industry  pace: 

•  A  depth  of  experience  that  demonstrates  proven 
ability  to  satisfy  customer  needs  while  building 
positive  rapport. 

•  Service-oriented  people  with  the  training  and 
skills  to  hear  and  respond  appropriately  to 
customer  needs. 

•  Customer  Service  Centers  that  are  engineered 
to  enhance  productivity. 

•  Reliable  and  flexible  systems  to  support  a  wide 
variety  of  applications  and  CTI  technology. 

That's  why  leading  Fortune  1000  companies  outsource 
their  customer  service  with  ITI  Marketing  Services. 

Make  the  connection  that  gives  you  lifetime,  profitable 
relationships  with  your  customers. 

Call  ITI  Marketing  Services  Today. 
1-800-562-5000 
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benefits  of  what 'AT&T  has  done  are  hard  to  overestimate," 
claims  Brown.  "We've  achieved  a  241%  increase  in  the 
number  of  days  Northwest  makes  its  service  goals,  and 
we're  handling  29%  more  calls  with  15%  fewer  resources, 
and  we  were  able  to  improve  productivity  by  9  points." 

Bear  Creek  Corporation  also  relies  on  AT&T  to  link  its 
call  centers  and  provide  advanced  network  services.  The 
company  has  annual  revenue  in  excess  of  $250  million,  the 
vast  majority  of  which  is  phone-generated  sales  from  its 
Harry  and  David  and  Jackson  &  Perkins  catalogs.  (Harry  and 
David  is  one  of  the  original  and  still  one  of  the  most  suc- 
cessful gourmet  fruit  and  food  catalogs;  Jackson  &  Perkins  is 
one  of  the  largest  growers  of  roses  in  the  United  States  and 
also  sells  perennials,  bulbs  and  garden  merchandise.)  The 
company  has  one  permanent  call  center  at  its  headquarters 
in  Medford,  Oregon,  and  a  second  center  that  operates 
during  the  fourth  quarter  in  Eugene  to  handle  the  holiday 
rush.  It  is  in  the  process  of  building  another  permanent 
center  in  Hebron,  Ohio. 

AT&T  supplies  all  of  Bear  Creek's  800  numbers  and  pro- 
vides toll-free  routing  control  services,  according  to  Pat 
Fisher,  the  company's  chief  information  officer  and  senior 
vice  president  for  information  services.  Dynamic  routing 
allows  Bear  Creek  to  balance  call  volume  between  the  two 
centers  during  the  holiday  rush,  a  service  that  will  become 
even  more  important  when  the  Ohio  facility  is  up  and  run- 


ning. AT&T  also  routes  calls  to  the  appropriate  service  rep-> 
resentative,  whether  for  order-taking  or  customer  service, 
depending  on  the  800  number  called. 

Fisher  calls  AT&T  a  "value-added  supplier.  Like  a  lot  of 
catalog  organizations,  we're  interested  in  the  Internet.; 
We're  having  active  discussions  with  AT&T  about  how  best 
to  use  it  to  provide  good  access  and  control  of  Internet-type 
transactions.  As  we  look  at  different  services  we  want  to 
provide  our  customers  and  as  we  explore  things  we  want  to 
do  to  make  our  own  people  more  productive,  we  look  to 
AT&T  to  help  us  improve  the  way  we  handle  our  call  centers." 

It's  not  just  large  companies  that  turn  to  AT&T  to  keep 
their  call  centers  running  as  efficiently  and  productively  as 
possible.  Regardless  of  size,  best-of-class  companies  find  a 
partnership  with  AT&T  valuable.  Albums  Incorporated,  the 
leading  national  wholesale  distributor  of  photo  presenta- 
tion products  such  as  albums  and  frames,  has  long  used 
AT&T  to  provide  long-distance  service.  Recently,  it  turned  tc 
AT&T  call  center  consultants  to  help  improve  call  center 
operations. 

"We  started  out  as  a  mail-order  business,  selling  to  pro- 
fessional photographers,  which  is  still  our  target  market," 
explains  the  company's  president,  Peter  Cardello.  "As  com* 
petition  increased,  we  stayed  ahead  of  it  by  offering  new 
services.  We  were  the  first  in  our  industry  to  offer  800  ser- 
vice, for  instance.  As  time  went  on,  we've  evolved  more 
and  more  into  a  call  center  business,  to  the  point  where 
today,  we  have  six  call  centers  across  the  country.  Wher 
AT&T  offered  to  do  a  call-center  assessment,  I  jumped  ai 
the  chance." 

Cardello  terms  the  consultation  "a  full-service  assess 
ment.  AT&T  covered  everything  from  the  effectiveness  0" 
our  marketing  and  advertising  strategy  to  the  ergonomic: 
of  our  call  center.  It's  not  the  sort  of  thing  you  can  do  your 
self,  because  you're  too  close  to  the  day-to-day  operations 
It's  essential  to  bring  someone  in  from  the  outside,  a  profes 
sional  who  can  take  a  look  and  immediately  see  some 
things  you  can  improve.  Some  suggestions  were  simple,  like 
printing  our  business  hours  in  our  ads  and  including  ou 
Web  address.  Others  were  more  challenging.  Thanks  tc 
AT&T,  for  instance,  we've  started  to  do  some  telemarketing 
something  we  had  never  done  before." 

Perhaps  the  biggest  payoff  for  Cardello  has  been  the 
impact  AT&T's  study  had  on  his  own  employees.  "We  made 
a  commitment  last  year  to  focus  on  our  people,"  say 
Cardello,  "to  invest  in  them  and  give  them  the  best  tool 
and  training  to  handle  the  business  they  were  bringing  in 
The  changes  we've  made  as  a  result  of  AT&T's  suggestion 


TELEMARKETING  FACTS 

•  Call  centers  constitute  a  $650+  billion  industry  that 
employs  4  million  people. 

•  More  than  70  million  Americans  bought  over  the  phone  in 
1992  and  that  figure  grew  to  more  than  81  million  in  1995. 

•  An  average  of  60  million  calls  are  made  each  day  to 
800  numbers. 

•  More  than  $80  billion  is  spent  on  telemarketing  services 
and  equipment  each  year. 

•  Telemarketing  represents  40%  of  direct 
marketing  media  ad  spending  (for  comparison, 
direct  mail  is  the  next  largest  with  23%). 

•  One  quarter  of  all  catalog  and  mail-order 
businesses  offer  24  hour-a-day  order  lines. 

•  Telemarketing  representatives  made  $159 
billion  in  consumer  sales  in  1995  (up  from 
109  billion  in  1990).  When  business  sales 
are  added  in  the  figure  reaches  $385  billion 
in  sales  last  year. 


For  more  on  call  centers  visit  www.HemNet.com 


l hanks  to 
Sprint  Business, 
we're  doing  more 
business  in  skis. 

—  Hank  Kashiwa,  Olympic  Skier 
Co-founder,  Volant  Skis 


"We  make  state-of-the-art  skis.  But 
the  way  we  sold  them  was  outdated." 

Volant  is  a  young,  fast-growing  company  with 
global  ambitions.  But  their  communications  system 
wasn't  helping  them  realize  their  full  potential. 

"Sprint  came  in  and  showed  us 
which  technology  was  right  for  us." 

Sprint  consultants  did  an  extensive  analysis  of  Volant's 

business.  And  came  up  with  real  solutions  for  them  — 

like  putting  inventory  on-line  for  real-time  access. 

And  videoconferencing  —  to  present  new  products  worldwide. 

"Now  we're  doing  business  a  whole  new  way." 

Today  Volant  is  a  more  nimble,  more  profitable  company.  Because 

Sprint  made  their  communications  as  cutting-edge  as  their  stainless 

steel  skis.  Call  us.  We  can  help  your  business  do  more  business,  too. 


Call  Sprint  Business 

1  800  816  REAL 


www.sprint.com 


Sprint 
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have  paid  off  in  improved  morale.  And  the  better  our 
people  feel  about  themselves  and  the  company,  the  better 
they  serve  our  customers.  It  was  a  great  program,  and  it 
was  well  worth  the  time  and  money  that  went  into  it." 

AT&T  offers  innovative  solutions  to  network  and 
staffing  challenges,  along  with  the  most  complete  package 
of  call  center  services  in  the  industry. 

Staying  a  step  ahead— Sprint 

For  any  company  with  a  call  center,  one  of  the  greatest 
challenges  is  keeping  abreast  of  developments  in  telecom- 
munications. One  solution  is  to  partner  with  a  major  firm 
such  as  Sprint  and  let  it  make  sure  the  call  center  remains  as 
efficient  and  as  broadly  functional  as  possible.  By  com- 
bining its  own  experience  running  call  centers  with  its 
global  network  and  its  leadership  position  as  an  Internet 
service  provider,  Sprint  brings  unique  expertise  to  the  busi- 
ness of  call  centers. 

Suzanne  Broussard,  executive  director  of  the  large 
business  market  for  Sprint  Business,  sees  international 
business  and  the  Internet  as  strong  areas  of  growth  for 
call  centers.  "We  partnered  with  France  Telecom  and 
Deutsche  Telekom  to  form  Global  One,"  Broussard  says. 
"We  can  set  up  a  dedicated  call  center  for  you  in  Europe, 
or  we  can  help  you  add  international  capabilities  to  your 
current  center  in  the  States.  In  the  first  half  of  1997,  we'll 
be  adding  'follow  the  sun'  features,  which  will  let  call 
centers  automatically  route  calls  between  centers,  so  after 
a  center  closes  in  Europe,  say,  the  calls  will  be  transparently 
transferred  to  a  center  in  the  United  States.  As  the 
European  market  for  direct  sales  matures,  we  see  it  as  a 
very  significant  area  of  growth  for  U.S. -based  companies 
and  their  call  center  operations." 

The  Internet  is  another  potential  source  of  enormous 
growth  for  call  centers,  according  to  Broussard,  and  Sprint 


is  uniquely  positioned  to  help  companies  take  advantage  of 
it.  Eric  Shepcaro,  vice  president  for  customer  engineering 
and  applications  support  at  Sprint  Business,  points  out  that 
Sprint  handles  60%  of  international  and  40%  of  domestic 
Internet  traffic,  making  it  one  of  the  most  experienced 
Internet  providers  in  the  world.  He  notes  that  Sprint  is 
already  beta-testing  applications  that  will  provide  real 


interaction  to  Web  sites,  dynamically  linking  them  through 
Sprint's  Internet  services  to  a  company's  call  center. 

David  VanDerveer  is  the  president  and  CEO  of  TSI,  c 
medium-size  teleservices  agency  that  specializes  in  out! 
sourced  customer  support  services.  He  chose  Sprint  to  sup< 
port  TSI's  business  because  of  Sprint's  strength  ir 
long-distance  and  network  services,  its  leadership  ir 
Internet  services  and  its  presence  overseas,  a  possible  area 
of  expansion  for  TSI. 

"We  use  many  of  Sprint's  network-based  services.  We 
use  them  to  supplement  our  own  call  routers,  for  instance 
which  is  really  like  having  your  own  switch  in  their  network 
Without  getting  technical,  it  lets  us  route  calls  intelligently 
to  the  right  agent  in  our  facility.  That  results  in  highei 
through-put  and  greater  efficiency  without  having  tc 
expand  our  own  capacity.  As  we  grow— we're  actively 
exploring  sites  for  another  center— it  will  let  us  route  call: 
transparently  between  facilities.  And  Sprint's  also  helpinc 
us  with  site  selection,"  says  VanDerveer. 

Most  important  to  VanDerveer,  as  the  head  of  a 
growing  company,  is  Sprint's  entrepreneurial  attitude 
"When  I  looked  for  a  telecommunications  provider  to  sup 
port  my  call  center  operations,  I  looked  for  a  company  tha 
would  act  as  a  partner  and  take  the  initiative.  Sprint  doe: 
that.  They  don't  wait  for  me  to  call;  they're  always  there 
with  suggestions  and  ideas.  We're  thinking  about  interna 
tional  business.  We  know  Sprint  can  help  us  there.  We're  alsc 
getting  involved  in  Internet  services.  Again,  Sprint's  a  leader." 

Worldwide  solutions— MCI 

Assuming  the  MCI/British  Telecom  merger  goes  through 
the  combined  company  will  be  one  of  the  largest  telecom 
munications  companies  in  the  world.  But  even  on  its  own 
MCI  is  one  of  the  largest  global  suppliers  of  call  center  ser 
vices.  Bill  Price,  vice  president  and  general  manager  of  MCI" 
Call  Center  Services,  points  to  the  company' 
extensive  experience  with  its  own  26  U.S.-baseo 
call  centers,  the  power  of  its  network  tech 
nology  and  its  long  history  of  systems  integra 
tion  on  a  wide  variety  of  platforms  as  the  broao 
foundation  for  its  call  center  services. 
"Clients  often  find  that  we  can  handle  call  center  func 
tions  better  than  they- can  themselves,  even  if  they  owi 
state-of-the-art  equipment,"  claims  Price.  The  Homi 
Shopping  Network  (HSN)  had  extremely  sophisticated  inter 
active  voice  response  (IVR)  equipment  to  handle  a  hugi 
volume  of  incoming  calls.  What  they  found,  however,  wa 
that  MCI  could  make  it  work  more  efficiently  and  mon 


Sprint's  Suzanne  Broussard  sees 
international  business  and  the  Internet  as 
strong  areas  of  growth  for  call  centers. 


For  more  on  call  centers  visit  www.HemNet.com 


WEST  .  .THE 
INTEGRATED 
SOLUTION. 


West  is  America's  largest  fully-integrated  teleservices 
and  interactive  voice  processing  company,  unique 
in  offering  seamless  inbound,  outbound  and  interactive 
services.  We  design,  implement  and  manage  large-volume 
campaigns  for  the  most  successful  companies  in  the  nation. 
In  fact,  no  other  company  serves  more  large-volume  clients 
or  processes  more  transactions. 

West  offers  a  complete  menu  of  solutions,  so  that 
you  can  customize  your  programs  to  reach  the  full  potential 
of  your  campaigns. 

We  have  invested  in  proprietary  software  systems, 
state-of-the-art  transaction  processing  facilities  and 
extensive  voice  and  data  networking  technology.  As  the 
most  experienced  management  team  in  the  industry,  we've 
leveraged  our  investment  with  impeccable  customer  service 


Whether  your  business  needs  inbound  telereps  for 
order  capture  and  customer  service,  outbound  sales  profes- 
sionals or  automated  voice  processing.  West  is  precisely 
positioned  to  meet  your  needs. 

We  built  our  reputation  as  the  most  respected  name 
in  the  business  one  client  at  a  time,  one  successful  program 
at  a  time— as  the  only  company  providing  integrated 
solutions  in  teleservices  and  interactive  voice  processing. 
Call  us. 


800-841-9000 


©  1 996  AT&T 


"Thank  you  for  waiting 


If  you  keep  your  customers  waiting,  you  don't  keep  your  customers.  Now  AT&T  Call  Center  Soluti 
can  help  you  better  serve  your  customers  through  innovative  network  services.  Advanced  technoli 
lets  you  easily  route  calls  around  your  center  or  around  the  world.  By  automating  routine  transactic 


u  ui  w.att.  com/business/global/callcenter 
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tow  may  I  help  you?" 


2  of  your  agents  will  be  available,  more  of  the  time.  And  our  consultants  can  help 
develop  the  tools  to  manage  and  monitor  performance  improvement.  To  see  our 
tions  in  action,  call  1  800  811-2077,  Ext.  555.  You  won't  be  waiting  long. 


AT&T 
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nomically,  so  the  firm  actually  sold  the  equipment  to 
MCI  and  moved  the  function  from  HSN's  premises  to  MCl's 
network.  "It  was  becoming  costly  and  difficult  to  manage 
our  IVR  platform  in-house,"  according  to  HSN  Vice 
President  of  Communications  Mike  Tortorici.  Moving  it  to 
MCl's  network  freed  up  capacity  in  HSN's  own  facility  and 
cut  overall  costs.  "MCI  managed  the  implementation  and 
maintains  the  platform  now.  It's  proved  to  be  a  very  good 
decision,"  Tortorici  says. 

Frequently,  the  performance  of  call  centers  that  have 
been  operating  for  some  time  can  begin  to  erode,  and 
it  can  be  difficult  for  in-house  managers  to  see  long- 
established  practices  as  no  longer  the  most  efficient. 
Consultation  with  an  outside  expert  such  as  MCI,  with 
vast  experience  across  a  large  number  of  companies  and 
industries,  can  yield  impressive  results.  Garrett  Keenan, 
head  of  call  management  operations  at  insurance  giant 
Aetna,  says  MCl's  consulting  services  had  a  "critical  impact" 
helping  Aetna  realize  a  major  improvement  in  its  call  center 
operations.  "By  working  with  MCI  to  reengineer  our 
processes,  we've  been  able  to  improve  our  average  speed 
of  answer  by  30%,  improve  our  call  handling  and  free  up 
staff.  That  let  us  reassign  agents  to  other  areas  of  the  busi- 
ness, while  keeping  them  available  to  assist  during  peak 
volume  periods,"  says  Keenan.  The  project  paid  for  itself 
quickly  and  continues  to  pay  dividends  long  after  MCl's 
active  participation. 

Iomega  is  another  successful  company  that  turned  to 
MCI  to  help  manage  its  call  center  functions.  Iomega  built  a 
reputation  for  excellent  customer  support,  but  because  of 
its  spectacular  growth,  the  computer  information-storage 
manufacturer  needed  to  increase  significantly  the  capacity 
of  its  call  center.  Rather  than  build  another  center,  however, 
the  company  decided  to  outsource  its  additional  call  center 
needs  to  MCI.  The  MCl-run  facility  works  as  a  virtual  exten- 
sion of  Iomega's  in-house  center;  it's  invisible  to  the  caller 
whether  the  call  is  answered  in  Iomega's  center  or  at  MCl's. 
"Excellent  customer  support  requires  three  things,"  states 
Scott  L.  Thomas,  director  of  customer  support  at  Iomega: 
"Technical  expertise,  superior  delivery  vehicles  and  a  timely 
response  rate.  Our  partnership  with  MCI  enables  us  to 

maximize  all  three." 

Now  MCI  is  add- 
ing complete  global 
services  to  its  total 
call  center  solutions. 
Its  partnership  with 
British  Telecom,  which  pre- 


dates the  merger  announcement,  and  similar  partnership 
with  Stentor  in  Canada  and  Avantel  in  Mexico  mean  MC 
customers  can  ignore  borders  when  it  comes  to  serving  cus 
tomers.  "It  doesn't  matter  how  you  want  to  reach  your  cus 
tomers  or  how  they  want  to  reach  you;  whether  by  phone 
Internet,  multimedia  or  fax,  we  can  help  you  connect,"  say 
MCl's  Price.  "And  it  doesn't  matter  where  you  are  or  where 
your  customer  is;  we  can  bring  you  together." 

Intelligent  Nuts  and  Bolts 

Call  centers  used  to  be  rooms  filled  with  equipment  hardly 
more  sophisticated  than  ordinary  black  dial  phones.  Toda^ 
they  are  high-tech  facilities,  utilizing  every  availably 
channel  of  communication  to  sustain  enormous  telecom- 
munications and  data  traffic.  Companies  such  as  Lucent, 
Northern  Telecom,  AT&T  and  software  manufacturer  IM£ 
have  pioneered  in  developing  the  technology  that  ha 
helped  call  centers  metamorphose  from  simple  tele 
marketing  rooms  into  the  most  sophisticated  multimedia 
corporate  communications  centers. 

A  straight  path  to  the  future 
—Lucent  Technologies 

It's  not  surprising  that  the  company  that  brought  you  dia 
tone  stands  at  the  frontier  of  call  center  technology.  Bui 
Lucent  Technologies,  the  technology  and  systems  spin-off 
from  AT&T  that  includes  Bell  Laboratories,  also  continues  to 
play  a  leading  role  in  setting  international  standards  for 
telecommunications.  That  means  its  customers  enjoy  an 
unusual  level  of  assurance  that  investments  made  today  wi 
continue  to  meet  or  exceed  standards  for  call  centers 
tomorrow,  here  and  around  the  world. 

For  Pat  Shafer,  Lucent's  general  manager  of  call  center 
solutions,  Lucent's  innovation  and  entrepreneurial  spirit 
give  it  a  distinct  advantage  as  technologies  converge 
and  call  centers  become  the  nexus  where  voice,  data, 
the  Internet  and  electronic  commerce  merge  to  form 
the  primary  connection  between  companies  and  their 
customers. 

"Since  the  creation  of  Lucent,  Bell  Labs  has  been  aver- 
aging an  incredible  three  patents  a  day,"  says  Shafer.  "To 
support  our  customers-'  needs,  there's  a  sharp  focus  on 
applied  technology,  but  not  at  the  expense  of  research.  If] 
anything,  we're  closer  to  the  Bell  Labs  Research  group  than 
we  ever  were,  and  I  think  that's  going  to  have  an 
astounding  effect  on  what  we  do."  Shafer  offers  this 
concrete  example.  "In  the  old  environment,  the  only  traffic 


For  more  on  call  centers  visit  www.HernNet.com 
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you  had  to  manage  in  a  call  center  was  telephone  traffic. 
Today  and  tomorrow,  you'll  have  to  manage  voice  traffic, 
data,  Internet,  fax,  E-mail  and  video.  That's  a  whole  dif- 
ferent kind  of  system,  so  Bell  Labs  is  working  on  developing 
completely  new  algorithms  for  it." 

And  none  too  soon.  Lucent  already  offers  Internet 
capabilities  for  call  centers.  One  of  the  first  to  implement 
them  is  the  Texas  Guaranteed  Student  Loan  Corporation 
(TG),  the  state-chartered  nonprofit  corporation  established 
to  administer  the  Federal  Family  Education  Loan  Program 
in  Texas.  TG  developed  its  World  Wide  Web  site  almost 
two  years  ago  to  help  students  and  their  parents  better 
evaluate  options  for  financial  aid.  Thus  far,  like  most  Web 
sites,  it  has  been  basically  a  one-way  channel 
for  information.  With  WebCall™,  a  product 
developed  by  Lucent  partner  Spanlink 
Communications,  it  becomes  a  two-way,  inter- 
active customer  service  link. 

Lucent  helped  TG  integrate  WebCall  into 
its  call  center  to  permit  students  accessing  TG's 
Website  to  request  a  call  from  a  customer  service  represen- 
tative. The  student  fills  in  a  form  on  the  site,  including  the 
specific  time  when  a  rep  should  call.  At  the  appointed  time, 
information  about  the  student  and  the  student's  loan  auto- 
matically pops  up  on  an  agent's  screen  as  the  call  is  made. 

"Lucent  worked  actively  to  configure  WebCall  to  our 
needs,"  says  TG's  communications  specialist,  Catherine 
Mueller.  "Financial  aid  is  complicated  and  sometimes  con- 
fusing. We're  trying  to  simplify  the  process  for  students 
and  their  parents.  Adding  WebCall  to  our  call  center  gives 
us  another  easy  and  convenient  way  to  reach  them." 

For  Ingram  Micro,  the  world's  largest  worldwide 
distributor  of  products  for  the  PC  marketplace,  Lucent's 
global  presence  and  the  scalability  of  its  products  are  as 
important  as  its  reputation  for  innovation.  "When  we 
decided  to  go  international,  we  needed  a  platform  that 
would  support  our  business  model  on  a  global  scale," 
according  to  Mike  Kelly,  the  senior  vice  president  respon- 
sible for  Ingram  Micro's  systems  and  communications.  "Our 
business  model  depends  on  an  active  call  center  environ- 
ment. One  of  the  features  of  the  Lucent  switch  is  that  it 
lets  customers  anywhere  in  the  world  key  in  their  sales 
rep's  extension  and  go  directly  to  that  rep.  And  we  chose 
Lucent  because  we  knew  we  could  stick  with  them.  We 
needed  the  worldwide  standardization  Lucent  provides. 
And  Lucent  is  particularly  strong  in  scalability.  It  handled 
the  capabilities  and  expansion  we  needed." 


A  solid  base  for  building  or  expanding 
call  centers— Nortel 

Although  Northern  Telecom  (Nortel)  is  one  of  the  largest 
call  center  suppliers  in  the  world,  it  has  always  taken  an 
unusually  personal  approach  to  its  clients.  That's  an  invalu- 
able attitude  when  it  comes  to  implementing  a  first  call 
center  or  keeping  an  established  center  at  the  leading  edge 
of  communications  technology.  Nortel's  customized 
approach  and  its  reputation  for  outstanding  reliability 
influenced  Kaiser  Permanente  to  choose  Nortel  to  help 
build  its  first  centralized  call  centers. 

Kaiser  Permanente,  the  giant  California  medical  plan 
that  set  the  standard  and  in  many  ways  defined  the  possi- 


-Penny  Todd,  Kaiser  Permanente 

bilities  for  managed  health  care,  installed  centralized  cal 
centers  to  handle  member  services  for  its  more  than  5  mil- 
lion California  members.  A  single  800  number  replaced  hun- 
dreds of  individual  access  numbers,  and  Kaiser  dramatically 
cut  the  time  callers  spent  on  hold.  "Even  more  important," 
according  to  Tom  Fleishman,  Kaiser's  vice  president  for  inte- 
grated technology  services,  "with  the  sophisticated  com- 
puter telephony  links  we  now  have,  our  agents  are  much 
better  informed  when  a  member  calls.  Just  about  any  ques- 
tion about  benefits  can  be  answered  on  the  spot,  without 
transferring  the  call." 

Kaiser  is  also  moving  its  appointment  functions  to  cen- 
tralized call  centers  from  individual  offices.  In  San  Diego, 
for  instance,  Kaiser  has  15  centers;  appointments  for  all  oi 
them  are  now  handled  at  a  single  call  center,  supported  by 
a  Nortel  system.  Such  vital  information  as  the  patient's 
name  and  personal  physician's  name  appear  on  the  screen 
as  soon  as  the  call  is  answered,  which  streamlines  the 
appointment  process. 

What  are  the  results?  Penny  Todd,  senior  manager  o1 
network  technologies  says:  "We're  in  a  period  of  rapic 
growth,  and  I  feel  the  call  centers  have  contributed  tc 
that."  David  Keesey,  who  manages  the  San  Diego  cal 
center,  says  Kaiser's  clients  notice  the  improved  service 
Abandoned  calls  went  from  as  many  as  20%  under  the  old 
decentralized  system  to  just  3%  today.  Even  more  impor 
tant,  the  system  has  been  absolutely  reliable. 


"We're  in  a  period  of  rapid  growth,  and 
call  centers  have  contributed  to  that. " 
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b  MCI  Telecommunications  Corporation,  1996.  All  Rights  Reserved. 
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"implementation  of  the  new  system  was  flawless.  As  a 
heaith-care  provider,  we  demand  absolute  reliability.  We've 
had  no  down  time  whatsoever,  something  I  attribute  in 
large  part  to  the  expertise  of  the  Nortel  people  who  were 
on-site  and  always  available,"  Keesey  says. 

MATRIXX  Marketing,  one  of  the  largest  integrated  tele- 
services  agencies  in  the  world,  chose  Nortel  systems  for  the 
same  reasons  Kaiser  cited:  Nortel's  reputation  for  out- 
standing reliability  and  for  leading-edge,  custom-tailored 
technology.  "We  customize  our  services  to  each  client,"  says 
Dan  Dineen,  MATRIXX's  director  of  corporate  telecommuni- 
cations. "Nortel  has  actually  designed  specific  capabilities  as 
a  direct  result  of  our  partnership  with  them.  We  use  virtually 
every  function  of  Nortel's  switches  to  serve  our  clients. 
Nortel's  open-systems  approach  and  great  technology  allow 
the  most  advanced  computer-telephony  integration  func- 
tions. We  use  that  to  provide  incredibly  precise  database 
marketing  capabilities  for  our  customers.  Nortel  also  helps  us 
integrate  our  centers.  We  have  18  centers,  including  two  in 
Europe.  Nortel  maintains  standards  globally,  and  as  we 
expand  overseas,  that's  increasingly  important." 

Gail  Young,  Nortel's  director  of  call  center  marketing, 
says  the  future  of  call  centers  for  innovative  organizations 
such  as  Kaiser  Permanente  and  MATRIXX  will  include 
increased  use  of  multimedia  applications  and  additional 
avenues  of  access,  including  the  Internet.  Nortel  already 
provides  Web-enabled  functions  and  multimedia  applica- 
tions, including  video  kiosks.  Through  a  commitment  to 
open  architecture  and  close  partnerships  with  leading  hard- 
ware and  software  companies  such  as  Microsoft  and  IBM, 
Young  expects  Nortel  to  remain  at  the  frontier  as  technolo- 
gies converge  and  transform  call  centers  into  multimedia, 
multi-access  channels  of  communication  between  compa- 
nies and  their  customers. 

More  customer  service,  lower  cost 
—AT&T's  900  Services 

It's  become  a  truism  that,  increasingly,  companies  compete 
on  service  almost  as  much  as  they  do  on  products  and  price. 
Given  a  choice  between  two  computer  systems,  the  deter- 
mining factor  for  many  purchasers  is  the  quality  and  ease  of 
access  to  the  vendor's  help  desk.  Television  deadlines  don't 
wait,  so  when  a  network  needs  help  with  a  complex  com- 
puter-editing system,  it  demands  instant  response.  But 
instant  response  is  never  cheap.  As  critical  as  customer  ser- 
vice is,  it's  a  cost,  not  a  profit  center.  An  obvious  solution  is 
for  companies  to  share  the  expense  of  operating  help  desks 
with  their  customers,  and  perhaps  the  most  convenient  way 


to  do  that  is  to  establish  a  900  number,  which  allows  cus-  j 
tomers  to  bill  the  cost  of  a  help  call  directly  to  their  phone.  ! 

Using  a  900  number  has  other  advantages:  It  allows  [ 
customers  to  pay  for  services  such  as  customer  support! 
without  having  to  use  a  credit  card.  That  can  be  important, 
especially  for  small  companies  or  organizations  that  may 
not  have  a  separate  business  credit  card.  The  900  service 
also  frees  companies  from  the  burden  of  billing  and  col- 
lecting fees  from  customers,  since  both  functions  are  han- 
dled directly  by  AT&T 

Intuit  uses  AT&T's  900  service  to  bill  customers  who 
prefer  that  method  and  who  call  for  support  for  the  com- 
pany's popular  accounting  software  for  small  businesses, 
QuickBooks.  The  success  of  QuickBooks  threatened  to 
swamp  Intuit's  help  desk,  extending  the  time  customers) 
spent  waiting  for  support.  Erika  Pretell,  product  manager! 
for  the  QuickBooks  support  network,  says,  "for  our  small! 
business  users,  time  is  very  expensive.  We  conducted  cus- 
tomer research  and  learned  that  our  QuickBooks  users! 
wanted  fast,  reliable  service  and  didn't  want  to  spend  timej 
holding  on  a  long-distance  call.  As  a  result,  we  decided  to 
double  the  number  of  our  service  specialists  and  share  the! 
cost  with  customers  by  imposing  a  fee  for  calls  after  the 
first  30  days.  Hold  times  have  been  drastically  reduced." 

Intuit  offers  customers  a  choice  on  how  to  pay  for  sup- 
port: They  can  sign  up  for  a  pre-determined  amount  of  help 
time  or  they  can  pay  by  credit  card  for  help  by  the  incident; 
The  company  quickly  found,  however,  that  some  of  their 
small  business  customers  couldn't  or  preferred  not  to  pay  b] 
credit  card.  That's  when  Intuit  turned  to  AT&T's  900  service 
Now,  customers  calling  for  support  who  don't  want  tc 
charge  the  fee  can  call  back  on  a  900  number.  The  call  ij 
routed  like  any  other  to  Intuit's  call  center,  but  the  charge 
automatically  appears  on  the  customer's  phone  bill.  AT&l 
handles  billing  and  collection,  and  Intuit  concentrates  or! 
supporting  its  customers. 

AT&T's  900  services  are  by  no  means  limited  to  tech 
nical  support.  When  Nintendo  players  need  help  gettinc 
past  particularly  fearsome  dragons,  for  instance,  they  car 
call  the  Game  Play  Counselor  Hot  Line,  where,  for  a  smal 
per-minute  charge,  someone  will  lead  them  past  the  imme 
diate  danger.  The  line  is  accessed  via  an  AT&T  900  number 
Maryland  Public  Television  recently  used  a  900  number  for ; 
membership  drive;  it  eliminated  the  need  to  collect  ; 
pledge  after  the  fact  because  the  call  was  the  contribution. 

In  short,  AT&T's  900  services  extend  the  functionality  o  [ 
call  centers,  offering  alternative  payment  options,  shiftint 
billing  and  collections  from  the  company  to  AT&T,  and  offe 
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fective  way  for  companies  to  provide  an  extra  measure 
of  customer  service  without  taxing  their  bottom  lines. 

The  call  center  performance  edge 
-Information  Management  Associates,  Inc. 

Information  Management  Associates  (IMA)  is  the  leading 
call  center  software  company.  One  measure  of  IMA's  suc- 
cess is  the  fact  that  more  teleservices  agencies  use  IMA's 
EDGE  product  to  run  their  call  centers  than  any  other 
company's.  EDGE  integrates  various  call  center  applications 
and  technologies,  such  as  predictive  dialing,  automatic  call 
directors  and  computer-telephony  integration  to  turn  a 
call  center  into  a  fully  integrated  sales,  marketing  and  cus- 
tomer service  organization.  IMA  focuses  on  what  Al 
Subbloie,  the  company's  CEO,  calls  "the  moment  of  truth, 
the  few  minutes  when  you're  actually  speaking  to  your 
customer  or  prospect." 

EDGE  provides  what  agents  see  on  their  screens  as  well 
as  the  reports  that  supervisors  need  to  manage  large  call 
centers.  In  a  real  sense,  EDGE  is  the  product  that  gives  a  call 
center  its  personality.  It  determines  how  well  and  how 
quickly  information  about  customers  comes  from  or  goes 
into  a  database,  how  easily  a  script  can  be  manipulated  or 
changed  and  how  precisely  managers  know  what's  hap- 
pening in  a  call  center,  in  real  time.  Highly  customizable 
and  flexible,  EDGE  is  also  entirely  graphical  and  therefore 
easy  to  use. 

For  large  teleservices  agencies,  which  need  to  imple- 
ment programs  for  customers  quickly— and  just  as  often 
alter  and  fine-tune  them  on  the  fly— system  flexibility  is  no 
luxury;  it's  an  absolute  requirement.  "Because  of  EDGE'S 
flexibility,  we've  been  able  to  complete  major  program 
changes  for  clients  within  an  hour,"  says  Sonney  Taragin, 
vice  president  of  information  technology  for  TeleSpectrum 
Worldwide,  a  major  teleservices  agency.  Taragin  says  EDGE 
is  the  most  robust  and  most  flexible  system  he  has  seen. 

Greg  Tolander,  chief  information  officer  of  Sprint  PCS, 
calls  EDGE  "an  automation  tool  for  the  sales  force."  Sprint 
PCS  will  be  one  of  the  largest  wireless  companies  in  the 
United  States  when  it  deploys  its  personal  communications 
services  in  1997.  The  firm  had  several  requirements  for  its 
front-end  call  center  software,  according  to  Tolander:  "Not 
all  of  our  practices  and  procedures  are  set,  so  we  needed 
the  most  flexible  call  center  software  we  could  find,  and 
that  was  EDGE.  Our  scripts  are  likely  to  change  often,  so 
again,  we  needed  flexibility  and  ease  of  use.  Finally,  we 
needed  a  front-end  tool  that  was  highly  graphical  and  intu- 
itive, so  the  sales  force  could  learn  to  use  it  quickly.  EDGE 
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offered  the  perfect  combination  of  ease  of  use,  power  an 
flexibility." 

What  about  new  technologies?  How  will  EDGE  stan< 
up  in  the  face  of  the  enormous  changes  facing  call  center 
as  technologies  converge?  "I  see  the  Internet  as  a  signif 
cant  extension  of  the  call  center  concept;  in  fact,  it's  alread 
making  the  term  'call  center'  obsolete,"  claims  IMA'' 
Subbloie.  "Companies  need  to  think  in  terms  of  a  full  com 
munications  center.  Right  now,  the  Internet  isn't  realh 
interactive;  it's  mainly  an  information  source.  IMA  is  deve 
oping  software  that  will  make  the  Web  truly  interactive.  t\ 
Web  site  should  be  able  to  respond  to  visitors  as  they  use  it 
it  shouldn't  treat  everyone  the  same  way  any  more  than 
phone  conversations  should  be  standardized  and  rigid.  An(| 
of  course  we're  building  in  the  capability  for  people  using 
the  Internet  to  switch  directly  to  a  live  operator.  The  poim 
is  to  allow  the  call  center,  or  the  communication  center,  tc 
turn  the  Internet  into  a  one-to-one  marketing  vehicle." 

The  Outsourcing  Advantage 

Outsourcing  call  center  functions  is  accelerating,  driven  b\ 
several  factors.  Most  obvious  is  the  growing  realization  on 
the  part  of  corporations  that  success  in  competitive  markets 
depends  on  focusing  on  core  competencies.  Teleservices 
agencies  are  expert  at  recruiting,  training  and  managinc 
people  with  special  expertise  in  telesales  and  customer  sup- 
port, and  they  can  afford  to  invest  in  and  maintain  state-of- 
the-art  technology,  since  they  spread  the  considerable  cost 
of  that  technology  over  a  broad  base  of  clients.  That  allows 
outsourced  agencies  to  provide  better  call  center  service  at 
a  lower  cost  than  a  company  can  achieve  running  its  own 
call  center. 

Furthermore,  teleservices  agencies  have  changed  from 
commodity  shops  to  highly  specialized  sales  and  customer 
support  organizations.  A  company  such  as  Telerx,  for 
instance,  combines  a  large  investment  in  equipment  with 
highly  trained  professionals  who  make  outbound  calls  anc 
respond  to  customer  service  better  than  its  clients  can  at  far 
lower  overall  cost.  Telerx  began  as  a  specialist  in  the  phar- 
maceutical and  health-care  industries,  although  it  has  since 
expanded  beyond  that  original  mandate;  like  other  major 
agencies,  Telerx  employs'  representatives  with  deep  industry 
knowledge  to  match  the  industry  expertise  of  its  clients. 
(For  more  information  on  Telerx,  call  1-800-2-TELERX.) 

Outsourcing  functions  as  critical  as  sales  and  cus- 
tomer service  is,  of  course,  very  different  from  outsourcing 
peripheral  functions,  such  as  food  service  or  building  main- 
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he  best  agencies  work  with  their  clients  as 
a  working  model  far  more  complex— and  far 
Suable— than  the  traditional  vendor-client  rela- 
tionship. (For  a  guide  to  outsourcing  teleservices,  visit 

www.HemNet.com.) 

West— Significant  capacity,  full  integration, 
new  custom  services 

West  is  one  of  the  largest  independent  teleservices  compa- 
nies in  the  United  States,  with  inbound,  outbound  and 
interactive  services.  The  most  recent  addition  is  an  ultra- 
modern call  center  in  Virginia  to  handle  incoming  calls.  In 
the  new  center  high-level  operators  service  calls  for  West 


clients,  using  fully  automated  Pentium-powered  work- 
stations that  can  interact  with  the  outside  company's  host 
computer  system. 

"We  have  a  sophisticated  technology  platform,"  claims 
West  President  and  COO  Tom  Barker.  "We've  developed 
proprietary  staffing  and  scheduling  models,  proprietary 
software  systems,  and  all  of  it  is  supported  by  our  propri- 
etary platforms.  We've  designed  everything  to  provide  a 
reliable  environment  for  our  clients.  We  can  take  an 
incoming  response  to  a  marketing  piece,  transfer  the  call  to 
a  live  agent,  if  that's  what  the  caller  wants,  and  call  that 
customer  back  later  to  follow  up  or  cement  a  relationship. 
It's  really  total  relationship  management,  supported  by  one 
of  the  best  technologies  in  the  business." 

West's  outbound  services  are  completely  dedicated, 
meaning  representatives  work  on  a  long-term  basis  for  just 
one  client.  "It's  as  if  the  company  had  decided  to  do  it 
themselves,  but  didn't  have  to  buy  the  equipment  and  train 
the  people,"  says  John  Erwin,  president  of  West  Direct 
Teleservices.  Erwin  says  the  fastest  growing  outbound 
sector  is  business  to  business,  where  companies  often 
use  West  to  leverage  and  in  some  cases  replace  their  field 
sales  force. 

Automatic  Data  Processing  (ADP)  uses  West  to  cultivate 
leads  and  set  appointments  for  the  sales  force  at  its  general 
services  division,  which  handles  companies  with  100 


employees  or  fewer.  About  100  reps  at  West  support  an 
ADP  field  sales  force  of  1,650  people.  Daniel  DeRosa,  ADP's 
director  of  telemarketing,  says  that  a  salesperson  is  only 
really  effective  when  he  or  she  is  in  the  field,  meeting  with 
clients  face-to-face.  "When  salespeople  are  making  cold 
calls  and  setting  up  appointments,  they're  not  meeting 
people,  and  I  found  long  ago  that  a  salesperson  is  most 
effective  when  he  or  she  is  out  there  face  to  face  with  cus- 
tomers and  prospects.  West  handles  all  the  cold  calling  and 
lead  cultivation  and  even  sets  the  appointments,  so  we  can 
get  our  salespeople  out  where  they're  really  productive.  We 
tried  it  on  a  small  scale,  with  six  or  so  regions.  Now  West 
supports  us  in  all  49  of  our  domestic  sales  offices." 

West  Interactive's  capacity  and  reliability 
were  important  factors  in  its  selection  asj 
the  virtual  call  center  for  21st  Century 
Communications.  21st  Century  offers  a 
unique  service  for  a  majority  of  the  electric 
power  utilities  in  the  United  States.  When 
there's  a  power  outage  at  a  utility  the  com- 
pany serves,  chances  are  that  utility's  own  call 
center  will  be  quickly  swamped.  Rather  than  let  customers 
encounter  a  busy  signal,  the  call  is  automatically  diverted  to 
West  Interactive,  where  it's  handled  just  as  though  it  were 
coming  into  the  utility's  own  call  center.  West  even  trans- 
mits data  back  to  the  utility  when  a  repair  truck  needs  to  be 
dispatched.  The  integration  between  utility  company  main- 
frames and  West  is  handled  by  21st  Century,  according  to 
Joe  Thibault,  the  company's  managing  director.  He  calls 
it  the  most  complex  application  for  interactive  voice 
response  units.  "We've  had  as  many  as  a  couple  of 
thousand  simultaneous  callers,  and  the  system  has  always 
delivered  the  right  messages." 

SITEL — From  local  master  to  global  leader 

SITEL  is  a  classic  example  of  how  an  entrepreneurial  com- 
pany that  carefully  nurtures  its  core  competencies  and 
market  savvy  can  come  to  dominate  its  home  markets,  ther 
expand  to  world  prominence.  Founded  in  1985  by  James  F 
Lynch,  who  remains  its  chairman,  SITEL  has  grown  from  a 
12-phone,  800-number  answering  service  to  one  of  the 
largest  and  most  successful  independent  teleservices  com- 
panies in  the  world,  with  more  than  56  call  centers  in  the 
United  States,  Canada,  Belgium,  Japan,  Portugal,  Spain  anc 
the  United  Kingdom. 

In  June  1995,  SITEL  became  the  first  major  teleservice: 
company  to  go  public,  and  its  initial  public  stock  offering 


"West  handles  all  the  cold  calling  and  lead 
cultivation  so  we  can  get  our  salespeople 
out  where  they're  really  productive. " 

-Daniel  DeRosa,  Automatic  Data  Processing 
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naled  the  start  of  a  veritable  bull  run  in  subsequent  tele- 
;  company  stock  offerings.  In  1996,  SITEL  again  took 
lead  by  expanding  overseas.  A  series  of  strategic 

rgers  and  acquisitions  position  the  company  to  dominate 
markets  in  North  America,  Europe  and  Asia. 

SITEL  uses  a  four-pronged  business  strategy:  Industry 
specialization  through  a  strong  divisional  structure;  a  focus 
on  large  national  and  multi-national  clients;  expansion 
overseas;  and,  after  going  public,  an  employee  stock  owner- 
ship program  that  has  helped  it  recruit  and  retain  an  unusu- 
ally strong  management  team.  SITEL  employs  more  than 
400  licensed  insurance  agents  in  its  insurance  division,  for 
instance;  its  acquisition  of  National  Action  Financial 
Services,  Inc.,  brought  SITEL  350  employees  with  broad 
experience  in  telephone-based  accounts  receivable  manage- 
ment services,  collections  and  fraud-detection  applications. 
And  SITEL  enjoys  similar  industry  depth  in  its  publishing, 
automotive,  utilities,  consumer  and  industrial  goods, 
telecommunications  and  technology  divisions,  a  strategy 
that  earned  the  company  "franchise  positions  in  a  number 
of  end  markets,"  according  to  securities  analyst  Christopher 
Feiss  of  the  investment  firm  Alex.  Brown  &  Sons. 

SITEL's  strategy  has  worked  extremely  well  in  the 
United  States,  and  the  company  is  betting  it  can  work  at 
least  as  well  overseas,  where  the  market  for  outsourced 
teleservices  is  less  well  developed.  By  acquiring  leading  for- 
eign teleservices  firms  and  integrating  them  into  the  SITEL 
corporate  and  strategic  structure,  the  company  can  serve 
clients  on  a  global  basis.  Computer  giant  Digital,  for 
instance,  outsourced  its  European  Digital  Action  Center  to 
SITEL's  Brussels  facility,  where  lead  generation  and  qualifica- 
tion and  all  incoming  calls  generated  by  Digital's  European 
marketing  programs  are  handled. 

According  to  Toon  VanParys,  managing  director 
of  SITEL's  Brussels  operations,  the  fact  that  the  calls 
are  answered  in  Belgium,  rather  than  in  the  country 
where  they  originated,  is  absolutely  transparent  to 
callers.  "All  of  our  agents  are  highly  trained,  and 
each  speaks  three  or  four  languages.  Our  agents 
speak  a  total  of  21  languages,  which  gives  us  the  ability  to 
serve  clients  on  a  pan-European  basis.  And  since  our  tech- 
nology is  so  advanced,  we're  already  able  to  handle  alterna- 
tive communications  channels  for  our  clients,  such  as 
fax-back  and  Internet  applications.  We  can  integrate  clients' 
World  Wide  Web  sites  into  our  system  and  respond  to 
requests  for  information  directly  through  the  Internet,  by 
fax  or  with  telephone  call-backs.  Our  objective  in  Europe  is 
the  same  as  it  is  in  America.  Using  our  multilingual,  multi- 


media call  center,  we  make  it  easier  and  more  efficient  for) 
our  global  clients  to  acquire,  serve  and  retain  customers." 

Bottom-line  partnership 

— DialAmerica's  performance-based  pricing 

DialAmerica  takes  the  concept  of  partnership  with  its  clients 
so  seriously  that  it  builds  its  clients'  success  directly  into  its 
pricing  scheme.  Using  performance-based  pricing, 
DialAmerica  charges  clients  based  on  the  number  of  sales 
actually  generated,  rather  than  on  an  hourly  or  per- 
call  basis. 

"We  build  long-term  relationships  with  clients— some 
go  back  15  years— by  creating  marketing  partnerships  with 
them  that  work,"  says  Art  Conway,  DialAmerica's  president 
and  co-CEO.  "We  want  to  build  win-win  situations  with 
our  clients,  so  we  actually  share  their  risk.  That  gives  us 
a  vested  interest  in  making  sure  each  and  every  program 
is  successful." 

DialAmerica  started  in  1957  as  the  telemarketing  arm 
of  Time  Inc.  selling  subscriptions  to  LIFE  Magazine. 
Performance-based  pricing  is  an  outgrowth  of  the  com- 
pany's experience  selling  magazine  subscriptions  on  a 
"remit"  basis:  It  pays  clients  a  percentage  of  the  cost  of 
each  order  it  generates  and  bills  and  collects  the  full  order 
cost  from  the  consumer.  Having  honed  that  process  with 
almost  40  years  of  experience,  DialAmerica  extended  per- 
formance-based pricing  to  almost  all  its  clients  in  the  broad 
range  of  industries  it  serves. 

Performance-based  pricing  works  for  DialAmerica  and 
its  clients  because  the  company  has  invested  heavily  in  the 
technology  and  the  training  necessary  to  assure  strong 
back-end  (after-sale)  performance  and  high  customer  satis- 

Through  performance-based  pricing, 
DialAmerica  links  its  fortunes  to  the 
success  of  its  clients. 

faction.  "Back-end  performance  depends  on  assuring  that 
every  call  is  a  good  call,"  says  Conway.  "We  operate  in  a| 
zero-complaint  environment." 

Intuit  entrusts  DialAmerica  to  call  its  current  customers 
to  sell  them  TurboTax  for  Business,  Intuit's  tax  package  fori 
small  businesses.  "Performance-based  pricing  was  a  bigj 
incentive  to  us,"  says  Chris  d'Eon,  Intuit's  direct  marketing 
manager  for  TurboTax.  "We  are  sensitive  to  our  customers' 
needs,  and  DialAmerica  did  a  great  job  training  its  reps  to 
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Get  The  EDGE8  for  Your  Call  Center. 


Looking  for  Flexibility  in  Your 
Call  Center  Software? 


Many  prestigious  companies  featured  in  this 
section  use  IMA's  EDGE  software. 

When  your  customer  is  on  the  line,  nothing  is 
more  important  than  the  quality  and  individuality 
of  that  interaction.  It  is  this  simple  truth  on  which 
IMA  built  its  EDGE  TeleBusiness®  Software 
System. 

Whether  it's  an  outbound  sales  or  inbound 
customer  service  call,  or  communication  via 
the  Web,  EDGE  can  support  a  meaningful 
dialogue  for  your  agents,  whether  they're 
in-house,  outsourced  or  both.  EDGE  assures 
a  dynamic,  intelligent  interaction  that  brings 
voice  and  data  together  at  every  critical 
customer  moment.  With  a  powerful  blend  of 
software  and  technology,  EDGE  can  help  you 
create  your  own  customized  applications  to  enable 
you  to  transform  inbound  service  calls  into  strategic 
sales  opportunities! 
Find  out  why  most  top  call  centers,  in-house  or 
outsourced,  depend  on  the  leader  in  call 
center  automation  worldwide  and  use 
EDGE  to  help  retain  and  grow 
their  customer  base. 


To  find  out  more  about  IMA's  EDGE  client/server 
software  or  to  request  our  FREE  Software  Evaluation  Guide, 
check  us  out  at  www.ima-inc.com  or  call  (800)  776-0462. 


IMA 

Enhancing  customer  relationships 
...one  customer  at  a  time. 


(800)  776-0462  ♦  www.ima-inc.com 

©1996  Information  Management  Associates,  Inc.  EDGE®  and  TeleBusiness®  are  registered  trademarks  of  Information  Management  Associates,  Inc. 
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cur  customers.  We're  very  happy  with  the  conversion 
'  In  fact,  it's  worked  so  well,  Intuit  moved  the  entire 
TurboTax  for  Business  program  to  DialAmerica.  (For  more 
on  DialAmerica's  performance-based  pricing,  visit  our 
Website  at  www.HemNet.com.) 

Mining  data  for  gold-level  customer  service 
—■Precision  Response  Corporation 

Two  things  distinguish  Precision  Response  Corporation 
(PRC)  from  most  teleservices  agencies:  an  unusual  invest- 
ment in  database  resources  and  a  very  high-level  client- 
management  model,  designed  to  make  the  company  a 
marketing  partner,  rather  than  a  vendor  to  its  clients. 
"Companies  with  the  most  successful  outsourcing  relation- 
ships understand  that  it's  essential  to  create  a  partnership, 
where  the  goals  of  the  client  and  the  outsourced  provider 
are  completely  aligned  toward  satisfying  the  client's  cus- 
tomer," according  to  David  Epstein,  president  of  PRC. 

PRC  maintains  a  sophisticated  computer  infrastructure 
that  can  seamlessly  interact  with  its  clients'  host  computer 
systems  and  database  applications.  Perhaps  even  more 
importantly,  PRC  has  invested  heavily  in  information- 
technology  specialists.  The  company  has  approximately 
3,200  workstations  in  eight  call  centers  (it  plans  to  open 
two  additional  centers  during  the  first  quarter  of  1997  that 
will  add  another  1,000  workstations),  and  it  employs  more 
than  200  information-services  professionals,  an  unusually 
high  ratio  of  information  technologists  to  workstations.  The 
company  has  also  developed  a  unique  product,  PRC  On- 
Line,  that  lets  clients  access  data  from  PRC  from  their  own 
desktops  in  real  time  and  make  on-the-fly  changes  in  pro- 
grams or  distribute  response  or  fulfillment  materials  imme- 
diately, as  requests  come  in. 

PRC  employs  what  Epstein  calls  a  "cross-functional 
team  management  structure"  to  manage  programs  for  each 
client.  In  essence,  PRC  establishes  dedicated  teams  that 
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work  full  time  on  a  client's  program,  led  by  an  executive- 
level  account  director  with  full  authority  to  deploy 
resources  and  personnel  as  needed  to  assure  the  success  o 
the  program.  What  does  Epstein  mean  by  "executive 
level?"  "The  account  director  may  be  managing  500  or  60C 
people  who  work  on  behalf  of  a  client's  customer-care  pro 
gram,"  Epstein  says.  "That  requires  someone  capable  0' 
running  what  would  be  a  large  division  of  a  major  corpora 
tion.  One  of  our  account  directors,  for  instance,  holds  ar 
MBA  from  Harvard  and  worked  as  the  senior  vice  president 
of  operations  for  one  of  the  country's  largest  banks.  Ancj 
that's  fairly  typical  of  our  account  directors." 

The  combination  of  information-management  exper 
tise,  executive-level  account  directors  and  highly  trainee 
representatives  means  PRC  can  develop  and  run  the  mosi 
complex,  highly  sensitive  marketing  and  customer-service 
programs  for  large  corporations.  British  Airways,  fo 
instance,  turned  to  PRC  to  help  design  and  implement  it: 
first  program  intended  to  build  customer  loyalty  in  it 
Caribbean  and  Latin  America  market.  The  program  target 
the  airline's  40,000  Executive  Club  members,  its  most  valuec 
fliers.  It  is  serviced  entirely  by  a  team  of  PRC  executives  ane 
representatives  based  in  Miami,  who  communicate  b; 
phone  and  in  writing  with  Club  members  in  Spanish 
Portuguese  and  English. 

PRC  representatives  were  trained  for  the  program  ii 
both  Miami  and  London  and  serve,  in  effect,  as  travel  con 
sultants.  They  do  much  more  than  answer  clients'  question 
and  smooth  their  travel  arrangements.  PRC  representative 
identify  Club  members'  interests  and  flying  habits,  and  the 
cultivate  relationships  with  members  in  order  to  solicit  sug 
gestions  on  how  the  airline  can  improve  its  service.  Mem 
bers  are  so  pleased  with  the  program  they  frequently  ask  fo 
"their"  representatives  by  name.  PRC  mines  the  informatioi 
it  collects  and  delivers  it  to  British  Airways,  via  PRC  On-Lin 
as  well  as  in  standard  reports.  The  airline,  in  turn,  uses  th 
information  to  keep  management  and  front-line  personne 
informed  of  changes  in  the  marketplace  as  they  occur. 

What  can  a  company  expect  by  establishing  this  kind  c 
value-added,  full-partnership  outsourcing  relationship 
"Our  retention  levels  have  soared,"  says  Laurie  Jacksor 
British  Airways  director  of  sales  and  marketing  for  Lati 
America  and  the  Caribbean.  "And  so  have  our  revenues." 

MATRIXX  Marketing  Inc.— Relationship 
management  and  precision  database  marketing 

MATRIXX  Marketing  Inc.,  a  wholly  owned  subsidiary  c 
Cincinnati  Bell,  specializes  in  providing  leading  companie 
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What  kind  of  call 
centers  do  we  have? 


Well,  what  kind  of 
call  center  do  you  need? 

When  it  comes  to  providing  a  call  center,  nobody  can 
match  Nortel.  That's  because  we  have  the  people,  the 
experience  and  more  technologies  to  pull 
from  than  anyone  else.  From  voice 
recognition  to  mobility  to 
internet  access,  we've  got 
it,  and  we  can  integrate  it.  Period. 
■  So  whether  you're  building  a 
call  center  from  scratch,  or 
enhancing  the  one  you  have  for 


better  performance,  we'll  custom  design  one 


that'll  surely  brighten  your  business.  ■  For  more 


information  and  your  video  of  Nortel's 


vision  of  the  call  center  of  the  future, 


call  i-8oo-4  NORTEL,  dept  53,  or  look  us 


up  on  the  Web  at  http://www.nortel.com/customize. 


NORTEL 

NORTHERN  TELECOM 
A  World  of  Networks 

Enterprise  Networks  ■  Wireless  Networks 
Broadband  Networks  ■  Public  Carrier  Networks 
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"We  supplement  a 
client's  direct  sales 


customer  service  and  sales  coverage  to 
meet  their  sales  and  marketing  objec- 
tives. According  to  Ronald  Schultz,  senior 
vice  president  and  COO,  MATRIXX 
provides  what  he  calls  "relationship 
management." 

"Often,  the  people  calling  us  are 
people  we  have  contact  with  ten  or 
fifteen  times  a  year,"  says  Schultz. 
"DIRECTV,  Inc.,  the  unit  of  Hughes 
Electronics  Corporation  that  offers  more 
than  2  million  subscribers  direct  satellite 
television  programming,  is  a  classic 
example  on  the  consumer  side.  We 
handle  all  their  residential  customer  ser- 
vice calls.  That  means  any  time  a  cus- 
tomer needs  to  activate  their  service, 
change  programming  or  ask  for  other 
customer  service  assistance,  we  handle 

the  call.  Because  of  our  database  capa-     force  We  aCtliallV 
bilities,  as  soon  as  a  call  comes  in,  the 

customer's  profile  is  on  our  screen.  manage  the  rCmtlOn- 

"On  the  business-to-business  side,     StlipS  fOF  them.  " 
we  supplement  a  client's  direct  sales 

force.  We  actually  manage  the  relation-  -Ronajd  Scnultz>  SVP  and  C00> 
ships  of  a  business  client  for  them.  We  MATRIXX  Marketing  Inc. 

develop  person-to-person  relationships, 
where  the  same  account  representative  handles  a  set  of  our 
client's  customers.  A  large  telecommunications  company,  for 
instance,  turned  all  of  its  small-business  relationships  over  to 
us,  and  we  serve  as  their  virtual  account  reps.  The  same  rep 
will  call  business  owners  throughout  the  year,  making  sure 
their  needs  are  met  and  telling  them  about  new  product 
introductions.  We  can  do  it  because  of  the  way  we  recruit 
and  train  our  reps  and  because  we  offer  them  careers,  not 
jobs.  Equally  important,  we've  invested  heavily  in  state-of- 
the-art  database  technology." 

Both  investments  have  payed  off  handsomely  for 
MATRIXX  client  Attachmate  Corporation,  which  recently 
outsourced  the  lead-qualification  process  to  MATRIXX. 
Attachmate  is  one  of  the  top-ten  PC  software  companies  in 
the  world  and  the  leader  in  software  that  connects  PCs  to 
mainframe  systems.  The  company  has  a  number  of  mar- 
keting programs  to  generate  customer  and  prospect 
response,  but  since  its  market  is  highly  targeted  and  its  sales 
force  highly  trained  (and,  therefore,  expensive),  passing 
only  the  truly  qualified  responses  to  its  sales  force  is  crucial. 


Richard  Cookes,  director  of  database 
marketing  for  Attachmate,  says  the  quali- 
fication process  is  complex,  requiring 
sophisticated  training.  "MATRIXX  has  a 
superb  training  technique,  and  they 
helped  us  boil  our  information  down  to 
what  was  really  essential.  It  all  came 
together  because  MATRIXX  has  a  system 
in  place  that  gives  the  reps  a  lot  of  infor- 
mation on-line  and  scripts  that  lead 
them  down  specific  paths  to  get  the 
information  we  need.  It's  worked  beauti- 
fully for  us,"  says  Cookes.  "In  fact,  if  I 
had  one  of  our  regional  sales  managers 
pretend  to  be  a  customer,  I  could  blow 
him  away  with  the  level  of  detail! 
MATRIXX  can  get." 

The  database  management  system 
MATRIXX  designed  for  Attachmate 
also  captures  vital  information  about 
a  prospect's  or  current  customer's) 
computer  systems,  something  Attach- 
mate never  had  before.  "As  a  result  of 
our  lead-qualification  program  with 
MATRIXX,"  claims  Cookes,  "we've  so 
clearly  identified  our  customers  andl 
prospects,  we  now  have  so  much  morei 
information  about  them,  that  we  can  much  more  narrowly 
focus  our  marketing  and  sales  efforts.  And  because  our 
marketing  is  now  so  focused,  it's  incredibly  more  efficient. 
Bottom  line,  we'll  be  cutting  our  marketing  budget  in  hall 
next  year." 


Really  putting  customers  first 
— ITI's  pro-consumer  leadership 

ITI  Marketing  Services  has  always  been  a  leader  in  devel- 
oping and  applying  technology  to  the  needs  of  dynamic 
customer  communications.  That  leadership  is  reflected  in 
such  innovations  as  the  company's  Self  Healing  Network 
System  and  fault-tolerant  system  architecture  to  assure 
clients  absolute  reliability,  its  advanced  predictive  dialing 
and  automatic  call  distribution  technology  and  its  propri- 
etary FasTrac™  reporting  software.  Its  joint  venture  with 
ACS,  one  of  the  country's  leading  sources  of  database  mar- 
keting expertise,  is  the  most  recent  example  of  ITI's  deter 
mination  to  provide  the  most  effective  total  marketing 
solutions  for  its  clients. 
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AT&T  900  Service  takes  your  customer  support  costs 
out  of  the  left  and  into  the  right. 


Is  your  customer  support  costing  too  much  money?  An  AT&T  900  number  turns  it  into  a  service  that 
pays  for  itself.  Now  you  can  solve  your  customers'  problems  while  you  solve  one  of  your  own.  AT&T  900  Service. 
It  puts  your  customer  support  costs  back  in  the  black.  Which  keeps  you  from  seeing  red. 
CALL    1    800    655-1366    Ext.  661  http://www.att.com/business/900services 

AT&T.  For  the  life  of  your  business:1 


AT&T 
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But  important  as  the  commitments  to  innovative  tech- 

igy  and  advanced  marketing  intelligence  techniques 
are,  perhaps  the  single  factor  that  has  kept  ITI  at  the  fore- 
front of  telemarketing  services  has  been  its  unparalleled 
commitment  to  consumer  protection.  Almost  every  step 
adopted  by  the  American  Telemarketing  Association  to 
assure  the  highest  standards  of  telemarketing  integrity  and 
nearly  every  provision  of  the  FTC  telemarketing  regulations 
were  pioneered  by  ITI.  From  the  time  of  its  founding  in 
1986,  for  example,  ITI  has  maintained  a  "do  not  call"  list, 
long  pre-dating  the  Direct  Marketing  Association's  (DMA) 
stand  on  the  issue.  And  ITI  limited  calling  times  from  its  first 
day  of  business,  again  anticipating  the  standards  set  by  the 
DMA.  In  fact,  ITI's  leadership  in  developing  consumer  pro- 
tection practices  became  so  well  known  that  the  FTC,  when 
it  was  considering  new  guidelines  for  telemarketers,  inter- 
viewed ITI  representatives  extensively  and  asked  the  com- 
pany to  review  the  regulations  in  their  draft  stage.  ITI  is  one 
of  only  two  teleservices  agencies  recognized  by  Congress 
for  its  pro-consumer  policies. 

To  Ray  Hipp,  the  company's  new  president  and  CEO, 
ITI's  pro-consumer  stance  has  been  a  cornerstone  of  its 
incredible  success  (the  company  will  approach  $200  million 
in  sales  this  year).  "We  helped  develop  the  standards 
embodied  in  the  law,  and  to  us,  protecting  the  consumer  is 
essential  to  protecting  our  industry.  If  you  abuse  this  great 
privilege  we  have  to  call  the  consumer  or  the  business, 
you're  not  going  to  have  a  business  very  long.  These  prac- 
tices really  protect  us  and  our  industry  as  much  as  they 
protect  our  clients'  customers,"  Hipp  says. 

ITI's  reputation  for  outstanding  customer  service  was 
the  determining  factor  for  Ameritech  Cellular  Services  when 
it  chose  ITI  to  serve  as  its  inbound  teleservices  agency, 
according  to  Anna  Orrico,  Ameritech  Cellular's  director  of 
telesales  for  wireless  operations.  "Ameritech  is  committed 
to  providing  our  customers  with  the  highest  level  of  call 
quality  and  customer  service,"  says  Orrico. 

ITI  provides  a  complete  inbound  (1-800  response)  mar- 
keting program  for  Ameritech  Cellular  Services,  including 
lead  generation  and  dealer-location  information.  It  even 
includes  the  ability  for  ITI  to  run  a  credit  check  on  someone 
ordering  cellular  service,  using  Ameritech's  credit  program, 
so  that  customers  calling  in  to  order  service  are  pre- 
qualified  when  they  go  to  stores  to  pick  up  their  phones. 
"When  we  decided  to  outsource  part  of  our  telemarketing 
program,"  Orrico  says,  "we  looked  for  a  vendor  that  would 
provide  the  level  of  quality  we  provide,  so  it  would  be 
seamless  to  our  customers." 


Outsourcing  that  looks  like  an  internal 
operation— The  Sutherland  Group 

Since  it  was  founded  in  1986,  the  Sutherland  Group  has 
taken  a  selective  approach  to  the  markets  in  which  it  oper- 
ates, and  it  serves  more  than  90%  of  its  clients  on  a  strictly 
dedicated  basis.  In  that  way,  Sutherland  develops  and  oper- 
ates programs  for  its  clients  that  look  like  the  clients'  own 
internal  operations,  rather  than  an  outsourced  function. 
Sutherland  even  models  its  hiring  program  to  the  indi- 
vidual needs  and  standards  of  each  client. 

"Most  of  the  original  managers  at  Sutherland  had 
been  senior  sales  and  marketing  executives  at  high-tech 
companies  such  as  Xerox,  Digital  and  IBM,"  says  Dilip 
Vellodi,  Sutherland's  CEO.  "From  the  beginning,  we  com- 
bined very  strong  marketing  experience  with  the  best  tech- 
nology to  deliver  strategic,  comprehensive  marketing 
programs  for  our  clients."  Sutherland  developed  a  propri- 
etary business  model  Vellodi  calls  a  "closed-loop  customer- 
management  model"  that  takes  a  holistic  approach  to  a 
marketing  challenge,  encompassing  everything  from  initial 
market  analysis  to  development  and  execution  of  post-sales 
technical-support  operations. 

Sutherland  is  distinguished  by  the  dedicated  nature  of 
both  its  technical  facilities  and  its  human  resources  prac- 
tices. The  company  assembles  a  unique  system  for  each  o1 
its  clients  and  houses  it  in  a  dedicated  facility.  "We  don'1 
have  one,  magic  catch-all  platform  or  on-line  system  al 
Sutherland,"  states  Sutherland  Executive  Vice  Presideni 
Dan  Lang.  "We  have  no  legacy  systems;  we  custom-builc 
applications  for  each  client  and  can  integrate  everything 
into  the  client's  existing  system." 

The  approach  to  personnel  matches  Sutherland': 
custom  approach  to  application  development  and  systerr 
integration.  Vellodi  points  out  that  all  Sutherlanc 
employees  have  a  minimum  of  an  undergraduate  degree 
and  many  have  earned  graduate  degrees  in  business,  sci 
ence  or  technology.  Every  employee  at  Sutherland  work 
full-time;  the  company  avoids  using  temporary  agencies  o 
contract  help. 

"When  we  take  on  a  new  client,"  says  Lang,  "w 
specify  a  human  resources  model,  based  on  that  client' 
particular  needs  and  corporate  culture.  We  then  go  ano 
hire  to  that  model.  We  develop  the  model  in  close  consulta 
tion  with  our  clients,  and  frequently  we  do  joint  interview 
with  them.  One  of  our  clients,  for  example,  was  targeting 
the  legal  market,  so  we  hired  only  college-educated  peopl' 
who  had  either  been  to  law  school  or  worked  as  paralegal 
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o  law  offices.  We  find  people  with 
ndustry  knowledge,  because  you 
an't  make  them  industry  experts 
ivernight." 

"We  effectively  combine  the 
•est  in  human  resources  with  supe- 
jior  technology  to  provide  our 
lients  with  a  competitive  edge," 
ays  Vellodi.  "Our  closed-loop 
ustomer-management  model  is  so 
ffective  some  clients  are  asking  us 

0  manage  their  own,  in-house  call 
enters  for  them.  What  they're 
aying  is  the  best  way  for  them  to 
sach  the  next  level  of  excellence  is 
d  outsource  the  function  to  us." 

Sutherland's  clients  bear  out 
ellodi's  claims.  Digital  Equipment 
orporation  has  relied  on  Suther- 
md  for  more  than  eight  years  to 
elp  the  company  perform  market 
5search,  develop  and  nurture 
?ads  and  implement  direct-sales 
ampaigns.  Charlie  Romeo,  Digital's 
ales  vice  president,  credits  Suther- 
ind  with  helping  the  company 
ramatically  improve  its  results. 
Sutherland  does  an  excellent  job 

1  the  preparation  and  execution 
f  marketing  programs,"  says 
omeo.  "Their  organization  is  pro- 
assional  and  knowledgeable, 
hich  results  in  increased  revenue 
>r  Digital." 

What  the  Sutherland  Group 
:hieves  for  its  clients  is  no  doubt 
le  result  of  the  firm's  long  experi- 
ice  and  continued  investment  in 
i?cruiting  and  training  highly 
killed  representatives  and  sup- 
porting them  with  the  most  advanced  information- 
ocessing  technology  available.  But  it's  also  representa- 
ve  of  the  way  call  centers  are  transforming  and 
I  defining  the  relationship  between  companies  and  their 
bstomers.  And  it's  typical  of  the  way  call  centers  are 
wiping  companies  in  every  industry  and  every  sector  of 
pe  economy  extend  their  markets,  better  serve  their  cus- 
nmers  and,  in  the  process,  increase  their  profits. 
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pricing  in  action.  You 
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time  again.  The  applause  tells  us  it's  the 
most  cost-effective  way  to  do  business. 
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e  Use  it  For 
Business 


Companies  looking  to  grow  into  the  next 
millennium  know  that  -  in  the  hands  of  MATRIXX 
-  the  phone  is  one  of  their  most  powerful  busi- 
ness-building and  customer  management  tools. 
MATRIXX  has  helped  clients  increase  sales  and 
improve  customer  satisfaction,  all  while  reducing 
costs.  That's  why  so  many  Fortune  500  companies 
choose  MATRIXX  for  total  customer  management 
that  integrates  expert  customer  service,  sales 
management,  and  cutting  edge  interactive 


services  such  as  E-mail  management  and 
Interactive  Voice  Response.  MATRIXX  understands 
the  emerging  communication  technologies  that 
are  reshaping  how  today's  industry  leaders  will 
remain  the  leaders  of  tomorrow.  And  adopting 
this  expertise  to  help  lead  your  company  into 
the  future  is  as  simple  as  picking  up  the  phone 
and  dialing  1-800-MATRIXX  today. 
For  more  information,  visit  us  on  the  World-Wide 
Web  at  http://www.matrixx.com. 
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The  House  of  Rothschild  has  never  been  much 
of  a  player  in  North  America.  But  it's  trying  again. 


Too  late 
by  a  century: 


s 


By  Graham  Button 


The  Rothschilds'  man  responsible  for  building  their  presence  in  America,  Henderson  (Hank)  Tuten 
"I've  always  thought  this  would  be  a  great  opportunity,"  he  says. 


As  workers  and  antiroyalists  stormed 
the  barricades  in  Paris  in  1848,  a 
young  Frenchman  visiting  the  U.S. 
wrote  home  to  his  father:  "The  coun- 
try possesses  such  elements  of  pros- 
perity that  one  would  have  to  be 
blind  not  to  recognize  them.  ...  I 
have  no  hesitation  in  saying  that  a 
E.othschild  house  ...  should  be 
established  in  America." 

Alas,  papa  said  "non."  Baron  James 
(ne  Jacob)  Rothschild  declined  the 
suggestion  of  his  son  Alphonse.  "The 
historical  error  of  the  Rothschilds," 
Michel  David-Weill 
once  told  an  interview- 
er, "was  that  they  never 
really  had  an  American 
base."  David-Weill  is 
the  scion  of  the  Lazard 
Freres  investment  bank- 
ing empire. 

Of  course  other  fac- 
tors contributed  to  the 
family's  relative  decline 
in  world  finance,  but 
the  lack  of  a  strong 
American  arm  was — 
and  remains — a  serious 
weakness. 

Seeking  to  fix  the 
problem  are  65 -year- 
old  Sir  Evelyn  de  Roth- 
schild, head  of  N  M 
Rothschild  &  Sons 
Ltd.  in  London,  and 
Paris-based  Baron 
David  de  Rothschild, 
54,  chief  of  Rothschild 
&  Cie  Banque.  The 
cousins  are  forging 
closer  links  between 
the  French  and  English 
branches  of  the  family 
(see  box,  p.  184). 

In  April  1994  they 
named  Henderson 
(Hank)  Tuten,  49,  an 
amiable  American,  chief 
executive  of  Rothschild 
North  America  Inc., 
whose  principal  operat- 
ing subsidiary  is  Roth- 
schild Inc.  in  New 
York.  "I've  always 
thought  this  would  be 
a  great  opportunity," 
says  Tuten. 

Hank  Tuten  is  not 
the  first  American  to 
try  to  establish  the 
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Baron  David  de 
Rothschild  (above) 
and  Sir  Evelyn  de 
Rothschild 
The  respective 
heads  of  the 
French  and 
English 

Rothschild  houses 
seek  strength 
through  unity. 
"We  are  keeping 
our  personalities 
and  our  indepen- 
dence," explains 
David,  "but  we 
are  working  very 
much  toward 
creating  more 
common  branding 
and  a  united 
group." 


Rothschilds  in  the  U.S.  In  1982  the 
family  named  Robert  Pirie,  a  Skad- 
den,  Arps  lawyer,  head  of  Rothschild 
Inc.  Pirie  made  the  firm  a  player  in 
the  takeover  game,  representing 
clients  like  Robert  Maxwell  and 
Hanson  Pic.  in  hostile  deals.  But 
Rothschild  Inc.'s  M&A  business 
sagged  in  the  early  1990s  as  the  wave 
of  companies  driven  to  make  acquisi- 
tions for  financial  reasons  subsided. 
Also  not  helping  matters:  Pirie  had 
tried  to  build  a  securities  trading  and 
sales  business — only  to  pull  back 
when  the  capital  demands,  and  risks, 
became  too  high. 

By  the  time  Pirie  announced  his 
departure,  in  May  1993,  the  firm  had 
become  heavily  dependent  on  its 
bankruptcy  and  restructuring  practice, 
presided  over  by  financier  Wilbur  L. 
Ross  Jr.  (Forbes,  Mar.  4,  1991). 

Tuten  hopes  to  build  on  this,  but 
he  has  little  to  build  with  other  than 
the  Rothschild  name.  Rothschild  Inc. 
has  equity  capital  of  $2 1  million — a 
pittance  compared  with  Goldman, 
Sachs1  $5  billion-plus.  Sir  Evelyn  and 
Baron  David  aren't  about  to  pump  a 
lot  of  fresh  capital  in.  Still,  the  name 
remains  formidable  and  so  are  Tuten's 
credentials. 

Raised  in  Harrisburg,  Pa.,  the  son 
of  a  banker,  Tuten  spent  three  years 
as  a  U.S.  Naval  officer  before  joining 
Philadelphia  National  Bank  (now 
CoreStates  Financial)  as  a  commercial 
lender.  When  the  entrepreneurial  bug 
bit,  he  moved  to  Sydney,  Australia  to 
run  pnb's  small  merchant-banking 
office  there.  That's  where  he  was  in 
1983  when  Sir  Evelyn  hired  him  to 
run  the  loan  portfolio  at  Rothschild 
Australia.  By  late  1985  Tuten  was  in 
charge  of  the  entire  operation. 

With  just  $10  million  in  equity 
capital,  Tuten  focused  on  asset  man- 
agement and  resource  banking. 
Rothschild  Australia  soon  became  the 
merchant  banker  for  a  host  of  entre- 
preneurial gold  producers  with  big 
ambitions — outfits  like  Normandy 
Poseidon,  Macreas  Mining  and  Zap- 
popan.  By  1994  its  equity  capital 
account  had  climbed  to  $1 17  million 
and  the  business  was  netting  $24  mil- 
lion, up  from  $2  million  in  1986. 
Assets  under  management  had 
zoomed  from  around  $630  million 
to  $3.4  billion. 

That  made  Tuten  the  obvious 
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U.S.  Trust  can  put  you  on  course 
for  a  successful  retirement. 
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should  come  as  no  surprise  that  a  successful  retirement,  like  a  successful  career,  is  more 
likely  the  result  of  careful  planning  than  of  happenstance.  As  one  of  America's  most  experienced 
asset  management  firms,  U.S.  Trust  possesses  unsurpassed  retirement  planning  savvy. 

Once  our  experts  know  your  retirement  income  goals,  they  can  customize  an  investment 
management  program  to  help  you  achieve  them.  Among  other  things,  we  will  specify  how 
to  invest  your  assets  both  before  and  during  retirement  to  maintain  the  lifestyle  you  desire. 

Importantly,  as  the  economic  environment  or  your  goals  change,  our  specialists  can  advise 
you  on  making  essential  mid-course  alterations.  For  more  information  about  the  depth  and 
breadth  of  our  retirement  planning  expertise,  please  contact  Richard  E.  Foley,  Managing  Director, 
at  1-800-U.S.  TRUST. 


NEW  YORK     BOCA  RATON     COSTA  MESA     DALLAS     GARDEN  CITY     GREENWICH     HOUSTON     LOS  ANGELES 
NAPLES    PALM  BEACH    PORTLAND    PRINCETON    STAMFORD    WASHINGTON  D.C    WEST  HARTFORD    GRAND  CAYMAN 


g  Yves-Andre  Istel  (top)  and  Wilbur  Ross 

|  "We're  seen  by  clients,  and  by  the 

1  [Rothschild]  group,  as  credible  for  large 

s  cross-border  transactions,"  says  Istel. 


choice  for  Rothschild  emissary  to  the 
U.S.  Leaving  capital-intensive  busi- 
nesses like  underwriting  big  stock  and 
bond  offerings  and  trading  securities 
in  the  secondary  market  to  the  Mer- 
rill Lynches  and  Goldman,  Sachses, 
Tuten  will  do  as  he  did  in  Australia: 
specialize  in  lines  where  reputation 
and  skill  count  for  more  than  capital. 

Rothschild  Asset  Management  Inc., 
a  unit  of  Rothschild  North  America, 
is  as  yet  a  small  player  in  asset  man- 
agement, handling  a  mere  $1  billion 
of  domestic  equities  on  behalf  of  insti- 
tutional clients.  Early  this  year  Tuten 
acquired  a  small  emerging  markets 
fund  manager,  Croesus  Group,  whose 
clients  are  mainly  high  net  worth  indi- 
viduals. Croesus  has  only  $400  mil- 
lion under  management,  but  emerg- 
ing markets  are  an  emerging  market 
and  Tuten  thinks  Rothschild  can  get 
a  foothold  there. 

Tuten  has  hired  Jewelle  Bickford,  a 
c  former  Dillon,  Read  banker,  and 
|  made  her  the  nucleus  of  Rothschild 
I  Inc.'s  Capital  Markets  Group,  spe- 
53  cializing  in  private  placements  of 
asset-backed  securities. 

In  natural  resource  financing, 
Tuten  has  succeeded  in  applying 
some  of  the  tricks  he  learned  in  Aus- 
tralia to  the  North  American  market. 
"There's  a  vast  middle  market  [of 
mining  companies]  out  there  that's 
underserviced,"  he  says. 

Rothschilds'  Denver  office  has 
added  roughly  30  new  developing- 
stage  mining  clients,  most  of  them 
gold  producers  based  in  Vancouver  or 
Toronto.  Its  typical  mining  client  has 
already  raised  equity  money  to 
finance  preliminary  development. 
"We  give  them  the  debt  to  complete 
the  project  and  build  the  plant  and 
produce  the  gold,"  says  Tuten. 
"Then  we  pick  up  the  gold  and  refine 
it  and  hedge  it." 

The  loans  and  hedges  are  booked 
on  the  balance  sheet  of  N  M  Roth- 
schild, while  refining  services  are 
offered  through  Kewdale,  Australia- 
based  Golden  West  Refining  Corp.,  in 
which  Rothschild  Australia  has  a  50% 
stake.  Golden  West  has  refining  oper- 
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ations  in  Vancouver,  Artleboro,  Mass., 
Australia  and  Papua  New  Guinea. 

On  another  front,  Tuten's  Emerg- 
ing Markets  Gold  Fund  provides 
equity  capital  to  gold  producers  in 
countries  like  Ghana,  Slovakia  and 
Mongolia.  Tapping  investors  such  as 
International  Finance  Corp.  and 
Pegasus  Gold,  die  fund  raised  an  ini- 
tial $75  million  in  February  1994 — 
including  a  $20  million  commitment 
from  Rothschild  Australia — and  plans 
to  raise  an  additional  $75  million.  As 
fund  manager,  Rothschild  keeps  20% 
of  any  profits  in  excess  of  an  annual- 
ized return  of  5%. 

The  gold  fund  is  the  first  in  what 
Tuten  envisions  as  a  family  of  Roth- 
schild equity  pools  funded  mainly  by 
institutions  and  wealthy  individuals. 
For  another  fund,  Rodischild  is  draw- 
ing on  its  experience  in  running  a 
$400  million  portfolio  of  factory 
outlet  retail  properties  on  behalf  of 
the  Public  Employees  Retirement 
System  of  Ohio.  The  fund,  Five 
Arrows  Realty  Securities,  has  raised 
$150  million  to  invest  primarily  in 
undercapitalized  real  estate  invest- 
ment trusts. 

Tuten  is  not  neglecting  corporate 
workouts  and  mergers  and  acquisi- 


tions. Increasingly,  Rothschild  Inc. 
corporate  finance  executives  are 
cooperating  on  deals  with  their 
counterparts  at  other  affiliates  of  the 
Rothschild  Group,  which  has  offices 
in  30  countries.  Example:  Last  year 
Rothschild  Inc.  and  Rothschild  & 
Cie  jointly  advised  French  packaging 

Tuten  has  little  to  build  with. 
Still,  the  Rothschild  name 
remains  formidable  and  so 
are  Tuten's  credentials. 

giant  Pechiney  on  the  roughly  $700 
million  sale  of  its  U.S.  glass  contain- 
er business,  Foster- Forbes,  to  a  Com- 
pagnie  Saint-Gobain/Ball  Corp.  joint 
venture.  Rothschild  Inc.  joined  with 
N  M  Rothschild  in  London  to  advise 
British  Telecommunications  on  its 
proposed  $22  billion  merger  with 
MCI  Communications  Corp. 

"We  are  now  seen  not  just  by 
clients  but  by  the  rest  of  the  [Roth- 
schild] group  as  credible  for  large 
cross-border  transactions,"  says  Yves- 
Andre  Istel,  the  former  chairman  of 
Wasserstein  Perella  &  Co.  Interna- 


tional, who  joined  Rothschild  Inc.  as 
vice  chairman  in  1993. 

Well  connected  politically  (he  is 
married  to  New  York  Lieutenant 
Governor  Betsy  McCaughey  Ross), 
Wilbur  Ross  is  working  on  importing 
the  Rothschild  Group's  franchise  in 
privatization  to  America  whiie 
exporting  Rodischild  Inc.'s  expertise 
in  workouts  to  other  parts  of  the 
world.  As  privatization  adviser  to 
New  York  City,  Rothschild  Inc. 
helped  arrange  the  $207  million  sale 
of  city-owned  WNYC-TV  to  an  investor 
group  headed  by  ITT  and  Dow  Jones. 

This  year  Rothschild  North 
America  should  earn  about  $10  mil- 
lion pretax.  That's  peanuts  by  Wall 
Street  standards.  But  Tuten  thinks  he 
can  get  that  number  up  to  $50  million 
within  five  years.  That  would  still  leave 
Rothschild  a  small  player  compared 
with  a  Goldman,  Sachs  that  can  earn 
over  $2  billion  pretax  in  a  good  year. 

At  Rothschild  Inc.'s  tasteful  offices 
on  the  fifty-first  floor  of  a  midtown 
Manhattan  skyscraper  hangs  a  por- 
trait of  Alphonse  de  Rothschild.  It's 
a  wistful  sort  of  symbol.  Perhaps  a 
way  of  saying  that  Rothschild  is  final- 
ly following  his  advice,  albeit  more 
than  a  century  too  late.  H 


Rothschild 
redux 


Britain's  Evelyn  de 
Rothschild  and  his 
French  cousin  David  de 
Rothschild  are  out  to 
prove  that  history  has  not 
passed  the  House  of 
Rothschild  by. 

In  a  business  dominated 
by  players  with  multibil- 
lion-dollar  capitalizations, 
few  family  firms  are  able 
to  keep  pace.  Last  year, 
when  word  leaked  out 
that  N  M  Rothschild  & 
Sons  Ltd.  had  been  in 
talks  with  Britain's  big 
National  Westminster 
Bank,  speculation  was  rife 
that  the  Rothschilds' 
London  flagship  might 


lose  its  independence. 

The  talks  went  nowhere, 
but  in  May  the  Rothschilds 
entered  into  a  joint  deal 
with  abn  AMRO,  the  largest 
Dutch  bank,  with  equity 
capital  of  $14  billion. 

The  alliance,  called  abn 
AMRO/Rothschild,  will 
underwrite  and  distribute 
equity  issues  through  ABN 
amro's  equity  operation, 
which  employs  some  650 
professionals  in  Europe, 
Asia  and  the  U.S. 

The  deal  is  the  latest 
evidence  that  the  French 
and  English  branches  of 
the  family  are  working 
together  more  closely 
now  than  they  have  been 
for  over  a  century.  Baron 
David's  Rothschild  &  Cie 
Banque  and  Sir  Evelyn's 
N  M  Rothschild  jointly 
structured  the  Rothschild 


side  of  the  deal. 

"We  are  each  keeping 
our  personalities  and  our 
independence,  but  we  are 
working  very  much 
toward  creating  more 
common  branding  and  a 
united  group,"  says 
David.  The  smart  money 
is  on  David  to  lead  the 
clan  when  Evelyn  relin- 
quishes the  reins. 

Privatization  is  boom- 
ing as  governments  every- 
where shed  the  vestiges  of 
socialization — and  privat- 
ization is  a  key  Rothschild 
strength.  The  Rothschild 
Group — a  banking  net- 
work with  offices  in  30  ■ 
countries — has  carried  out 
over  146  privatization 
assignments  worldwide. 

The  ABN  AMRO  link 
means  the  Rothschilds  can 
now  be  more  than  fee-for- 


service  advisers.  They  can 
be  lead  managers  and 
global  coordinators  on 
privatization  deals. 

Case  in  point:  the  Russ- 
ian government's  upcom- 
ing privatization  of 
United  Energy  Systems,  a 
giant  electricity  generating 
and  distribution  company. 
In  September  ABN  AMRO/ 
Rothschild  was  named 
lead  manager  on  the 
shares  to  be  sold  in 
Europe.  Neither  abn 
AMRO  nor  the  Rothschilds, 
acting  alone,  could  have 
landed  such  a  plum. 

"We  aren't  standing 
still,"  says  Evelyn.  "If  you 
look  over  the  last  20 
years,  this  place  is  totally 
altered.  I  think  we've  got 
a  great  vitality  here,  and 
great  opportunities  for 
the  future."       -G.B.  wm 
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These  days,  more  and  more  CPAs  can  '/w  systems.  Provide  Internet,  intranet 

not  only  help  you  develop  a  business  strat-  and  work  flow  automation  solutions.  And 

egy,  they  also  have  the  expertise  to  help  you  even  assess  the  impact  a  web  site  might  have 

merge  a  solid  business  plan  with  today's  new  on  your  bottom  line.  And  that  can  put  you  in 

technologies.  They  can  review  software  and  the  perfect  position  to  capture  new  business. 


hardware  needs.  Evaluate  communication  /      ^ou  see  numbers.  We  see  opportunities. 


THE    CPA.    NEVER    UNDERESTIMATE    THE  VALUE™ 


American  Institute  of  Certified  Public  Accountants.  AICPA  Online  (http: / /www. aicpa.org) 


SMREISI  PEOPLE 
^fED  TELLING  US 
f«EV  HATED  IX 
PCNEW  Vs/E  MAO 
A  WINNER. 


(  S  v 


April  23,  1996: 
Strategic  Vision 
confers  its  1996 
Total  Quality  Award 
for  "Best  Ownership 
Experience  "for  full- 
size  pickups  on 
Dodge  Ram.* 


September  1,  1993: 
New  Dodge  Ram  Pickup 
named  Motor  Trend's 
Truck  of  the  Year. 
Not  to  be  outdone, 
Texas  Auto  Writers 
Association  dubs  Ram 
"Truck  of  Texas." 


January  6,  1993: 
New  Dodge  Ram  Pickup  is  introduced, 
Quote  from  Motor  Trend: 
"Behind  its  aggressive  appearance  is 
a  solid,  powerful  pickup  that's  all 
business  where  it  counts  . . ." 


■ 


Everybody  in  the  car  business  talks  about  eliminating 
problems:  squelching  squeaks  and  rattles,  raising  the  bar 
Unreliability.  At  Chrysler  Corporation,  we've  been  winning 
major  accolades  for  product  excellence  for  the  past,  several 


years,  But  to  us,  success  is  a  lot  more  than  just  avcj 
mistakes:  It's  a  truck  design  that  gets  your  blood  purrj 
The  sound  of  a  VI 0  engine  clearing  its  throat.  Q 
people  the  freedom  to  create  products  that  aren't  for  a 


■ifuWhHd  W'uk  Wcb  site  at  lmp:llwimoxhryslcrcorp.c<.wi,  or  call  toll-free  1  -888-GREATCARS.  "Resale  calculated  using  average  trade-in  values  for  full-size  '94-95  mi 
us.  .  Vlwli\  s  wear  your  seal  bell.  *Strategic  Vision's  1 996  Vehicle  Experience  Study  "  surveyed  35,652  October-November  new  vehicle  buyers  of  200-plus  models  afteil 


February  6, 1991: 
launch  just  25  months  away, 
design  team  starts  over. 


March  14, 1991: 
Designer  discovers  a  book  on  the 

history  of  American  pickups. 
Meanwhile  in  the  United  Arab 
Emirates,  Sheik  Hamad  Bin 
Hamdan  Al-Nahyan  is  building 
a  60-foot  replica  of  a  1942 
Dodge  Power  Wagon. 


April  20-24,  1991: 
Design  team  visits  construction 
site,  observes  how  workers  really 
use  their  trucks.  Collision  with 
'dozer  narrowly  avoided. 


June  6,  1991: 
Merging  onto  1-75 
with  20-ton  semi 
on  their  bumper, 
designers  have 
instincts  for  revised 
design  confirmed. 


April  10,  1992: 
Power  train  team 
adds  Magnum  VI 0, 
cast-iron  cousin  to  the 
400  hp  Viper  VI 0  and 
xe  most  powerful  engine 
ever  in  a  pickup,  as 
power  plant  option. 


March  12,  1992: 
Interior  design  team  dons 
thick  work  gloves  to  test 

operation  of  knobs  and 
switches  in  the  cab  under 

real-world  conditions. 


November  4,  1991: 
Aggressive  new  truck  design  is 
shown  to  consumers.  The  verdict: 
They  either  love  it  or  hate  it. 
(Luckily,  they  mostly  love  it.) 
Chrysler  honchos  say,  "Build  it." 


.  Considering  that  our  Ram  Pickup  has  the  highest 
i  value**  in  its  category-not  to  mention  a  bed  full  of 
t  of"  awards- it  seems  we're  on  to  something.  Besides, 
le  only  way  we  know  to  build  great  cars  and  trucks. 


GREAT  CARS. 
GREAT  TRUCKS 

&  CHRYSLER  CORPORATION 


published  in  Jan.  '95-Mar.  '96  N.A.D.A.  Official  Used  Car  Guide'  monthly 
of  ownership. 


leaiing  with  environmental  problems  doesn't  always  require  setting  up  a  police 

3  and  soaking  the  taxpayer.  Here  are  just  two  examples  of  private  citizens 
acting  on  their  own  to  improve  the  environment. 

Environmental 
entrepreneurs 
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Market- based  environmentalism. 
That's  no  contradiction  in  terms, 
although  some  extremists  would  have 
you  think  so.  Scholars  Terry  L. 
Anderson  and  Donald  R.  Leal  have 
written  a  book,  Enviro-Capitalists,  to 
be  published  in  May  by  Rowman  & 
Littlefield  Publishers.  They  argue  that 
private  groups  often  can  more  effec- 
tively deal  with  environmental  prob- 
lems than  a  government  bureaucracy 
can — and  can  do  so  without  burden- 
ing taxpayers  or  requiring  oppressive 
police  powers. 

Anderson  is  executive  director  and 
Leal  a  senior  associate  at  the  Boze- 
man,  Mont. -based  perc — Political 


Economy  Research  Center — a  think 
tank  dedicated  to  finding  free-market 
ways  of  dealing  with  environmental 
problems. 

Their  book  tells  how  a  number  of 
private  citizens  have  come  up  with 
solutions  to  specific  environmental 
problems.  By  themselves,  none  of 
their  activities  will  save  the  world,  but 
each  offers  an  imaginative,  private 
alternative  to  arbitrary  government 
action.  Below  are  two  examples  we 
excerpted  from  the  book. 

Out  of  Africa 
and  into  Texas 

Jim  Jackson  and  Christine  Jurzykow- 
ski  run  Fossil  Rim  Wildlife  Center,  a 
for-profit  corporation  located  about 
75  miles  south  of  Dallas,  Tex.  Fossil 
Rim's  2,700  acres  of  rolling  hills  and 
grasslands  make  it  ideal  as  a  sanctuary 
for  wildlife.  The  white  rhino,  threat- 
ened by  poaching  in  Africa,  finds  a 
safe  haven  at  Fossil  Rim.  The  nearly 
extinct  Attwater's  prairie  chicken,  the 
rare  red  wolf,  Grevy's  zebra  and  the 
scimitar-horned  oryx  (extinct  in  the 
wild)  all  thrive  there. 

Since  receiving  its  first  pair  of  red 
wolves  in  1989,  Fossil  Rim  has  had 
19  surviving  births,  paving  the  way 
for  the  red  wolf's  successful  reintro- 
duction  into  the  wild.  Eighty-seven 
cheetahs  have  been  born  at  Fossil 
Rim.  Many  have  been  farmed  out  to 
zoos  or  other  captive  breeding  pro- 
grams so  that  those  groups  will  not 
have  to  take  wild  cheetahs  for  their 
stocking  programs.  Fossil  Rim  has 
successfully  bred  addax  antelope  so 
there  is  now  a  herd  of  100,  believed 
to  be  the  largest  in  the  world. 

Research  and  breeding  programs 
at  Fossil  Rim  focus  on  saving  species 
in  the  hope  of  reintroducing  them 
into  the  wild.  On  board  are  natural- 
ists and  veterinarians.  "Our  goal  is 
to  see  all  animals  returned  to  their 
natural  habitat,"  explains  Gail 
Rankin,  Fossil  Rim's  vice  president 
of  communications.  Fossil  Rim  also 
devotes  resources  to  conservation 
efforts  to  preserve  native  habitats. 

Fossil  Rim  visitors  and  a  giraffe 
Over  100,000  patrons  a  year  pay  to 
take  a  driving  tour  of  the  park  and 
to  admire  endangered  animals. 


TAKE  THIS 
GREAT 
IQ  TEST 
AND  WIN. 


To  help  you  learn  more  about 
Chrysler  Corporation  and  its  approach 
to  building  great  cars  and  trucks,  we've 
developed  a  small  quiz.  Just  refer  to  the 
Chrysler  Corporation  ad  in  this  maga- 
zine, read  the  information  carefully,  and 
take  the  "Great  Cars.  Great  Trucks."  IQ 
test.  No  calculator  or  essay  required. 
We've  even  given  you  the  answers.  The 
first  50  correct  entries  chosen  will  get 
something  else-a  Forbes  hunter-green 
duffle  bag,  courtesy  of  Forbes  magazine. 

1.  In  what  book  did  Chrysler 
designers  find  inspiration  for 
the  all-new  Dodge  Ram  Pickup? 

a)  Zen  and  the  Art  of 
Motorcycle  Maintenance 

b)  The  Great  American 
Pickup  Truck 

c)  The  Bridges  of 
Madison  County 

2.  Who  said  of  Dodge  Ram, 
"Behind  its  aggressive  appearance 
is  a  solid,  powerful  pickup  that's 
all  business  where  it  counts"? 


Official  Rules: 

No  purchase  necessary.  One  entry  per  U.S. 
resident,  18  years  or  older.  Void  where  prohibited. 
To  enter,  print  your  name,  address,  daytime 
phone,  quiz  answers,  and  "Great  Cars.  Great 
Trucks."  IQ  Sweepstakes  on  a  3"x  5"  card  and 
send  to  Forbes  magazine,  Attn:  Merchandising 
Manager,  60  Fifth  Ave.,  New  York  NY  10011. 
Drawing  to  be  held  on  1/31/97.  Illegible,  late, 
lost,  postage  due,  damaged,  and  facsimile 
entries  will  not  be  considered.  Winners  will  be 
notified  by  mail.  Fifty  winners  will  be  awarded 
a  FbrbeS  embroidered  hunter-green  duffle  bag 
(VALUE:  $30).  Winners  pay  any  taxes.  No  sub- 
stitution or  transfer  of  prizes.  Employees  (and 
their  immediate  families)  of  Forbes  magazine, 
Chrysler  Corporation,  Chrysler  dealers,  and 
their  advertising  and  other  agencies  are  not 
eligible.  Odds  of  winning  depend  on  number 
of  eligible  entries  received.  The  decision  of 
Forbes  magazine  in  all  matters  relating  to  the 
sweepstakes  shall  be  final.  Winners  must  execute 
affidavits  of  prize  eligibility  and  consent  to  use 
of  their  name  and/or  likeness  in  advertising 
without  compensation,  unless  prohibited  by 
law.  Noncompliance  will  result  in  disqualifi- 
cation and  the  selection  of  an  alternate  winner. 
Winners'  names  can  be  obtained  by  sending  a 
self-addressed,  stamped  envelope  to:  "Great 
Cars.  Great  Trucks."  IQ  Sweepstakes,  Attn: 
Merchandising  Manager,  Forbes  magazine,  60 
Fifth  Ave.,  New  York  NY  10011. 


GREAT  CARS. 
GREAT  TRUCKS. 

&  CHRYSLER  CORPORATION 
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A  haven  for  at-risk  species 
Fossil  Rim  is  home  to  the  white  rhino,  threat- 
ened in  Africa  by  poachers,  and  sable  antelope. 
Christine  Jurzykowski  is  one  of  the  owners 
who  made  the  ranch  profitable. 


The  center  has  contributed  staff 
to  study  habitat  needs  of  the  cotton- 
top  tamarin  (a  multicolored 
monkey)  in  Colombia  and  donated 
several  trucks  to  Chihuahua  Biore- 
serve  in  Mexico. 

Fossil  Rim  started  life  as  a  rich 
man's  hobby.  In  the  early  1970s 
oilman  Tom  Mantzel  purchased 
1 ,400  acres  of  what  was  then  Water- 
fall Ranch,  an  exotic  game  ranch.  He 


wanted  to  turn  it  into  a  sanctuary  for 
rare  animals,  and  soon  had  gathered 
16  nonnative  or  endangered  species 
on  the  property. 

Fossil  Rim  Ranch — as  Mantzel 
renamed  it — became  the  first  ranch 
to  participate  in  the  American  Zoo  & 
Aquarium  Association's  species  sur- 
vival plan.  By  1984,  however,  the 
American  petroleum  industry  had 
collapsed  and  the  Texas  economy  was 


suffering.  Mantzel  needed  money  to 
support  his  hobby.  He  opened  the 
preserve  to  the  public — for  a  fee.  He 
built' a  9/4-mile  road  through  the  hills 
and  pastures  so  the  public  could  drive 
through  and  observe  the  wildlife 
from  a  distance.  He  added  a  snack 
bar  and  a  souvenir  store.  Volunteers 
guided  an  ever-increasing  number  of 
school  children,  scouts  and  families 
through  the  refuge. 


190 


Forbes  ■  December  16,  1996 


wuld  be  as 
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electronic 


HongKongBank.  Electrical  power  distribution  systems 
provided  by  Schneider. 


Don't  worry.  The  systems 
designed  by  Schneider 
ensure  the  continuous 
distribution  of  electricity 
at  HongkongBank. 
And  the  protection  of  your 
bank  account  as  well. 
No  wonder.  Schneider  is 
a  world  leader  in 


the  electrical  industry.  Our 
products  and  services  from 
Merlin  Gerin,  Square  D  and 
Telemecanique  provide 
solutions  to  customers 
around  the  world, 
from  electrical  distribution 
and  industrial  control 
to  automation.  No  matter 


what  business  you're  in, 
Schneider  has 
the  products  to  meet  your 
needs.  Because  no  one 
in  the  world  does  more 
with  electricity. 
Schneider  North  America 
Phone:  (847)  925  3796 
Fax  :  (847)  925  7796 


No  one  in  the  world 

does  more  with  electricity. 


GROUPE  SCHNEIDER 


Merlin  Gerin  ■  Square  D  ■  Telemecanique 


Mounting  oil  losses  forced  Mantzel 
to  take  on  two  partners.  Jim  Jackson 
and  Christine  Jurzykowski,  a  well-off 
couple  who  were  looking  for  a  way  to 
make  a  difference.  At  first  they  sup- 
plied funds  to  keep  the  ranch  operat- 
ing, but  in  1987  they  bought  Fossil 
Rim  outright. 

Under  their  direction  Fossil  Rim 
has  made  great  strides.  It  grew  from 
1,400  acres  to  2,700  acres,  and  its 
animal  population  increased  from 
500  to  1,100,  encompassing  32 
species.  Not  all  are  endangered,  but 
all  serve  to  bring  in  paying  tourists  to 
support  the  refuge. 

The  naturalists  and  veterinarians  on 
staff  carry  out  a  variety  of  ground- 
breaking projects.  For  example,  they 
are  working  to  perfect  reproductive 
technologies  to  create  a  larger  gene 
pool  for  the  addax  antelope.  They  are 


also  carrying  out  captive  breeding 
research  on  the  white  rhino  and  test- 
ing techniques  for  reversible  contra- 
ception. 

Fossil  Rim's  moneymaker  is  still 
the  drive-through  tour,  for  which 
105,000  people  a  year  pay  $12.95 
($9.95  for  children  3  to  11  years 
old).  In  addition  to  the  9!4-mile  tour, 
Fossil  Rinr  now  offers  overnight 
camping  at  the  Foothills  Safari  Camp, 
whose  seven  tents  accommodate  a 
maximum  of  14  adult  guests.  Weath- 
er permitting,  campers  enjoy  elabo- 
rate meals  around  the  campfire.  Rates 
are  $150  per  tent  per  night.  For  the 
less  adventuresome,  there  is  also  a 
bed  and  breakfast  lodge  at  Fossil 
Rim,  overlooking  hills  and  meadows 
filled  with  wildlife. 

In  1992  revenues  from  tourism 
topped  $2.2  million.  Jackson  and 


Jurzykowski  made  up  the  $400,000 
difference  between  revenues  and 
expenses.  This  year,  for  the  first  time, 
Fossil  Rim  will  make  a  profit. 

Paddlefish  caviar 

Glendive  is  a  small  agricultural  com- 
munity (pop.  7,000)  located  in  east- 
ern Montana.  In  1987  it  was  suffer- 
ing the  effects  of  a  persistent  drought 
and  low  agricultural  prices.  Business- 
es along  Main  Street  were  struggling 
to  survive,  and  the  tax  base  was 
shrinking. 

It  was  then  that  Joseph  Frank 
Crisafulli,  a  successful  local  entrepre- 
neur in  the  sprinkler-irrigation  busi- 
ness, founded  a  new  industry — pad- 
dlefish eggs.  In  doing  so  he  turned 
what  had  been  an  environmental 
hazard  into  a  community  asset. 


Entrepreneur  Joseph  Frank  Crisafulli  of  Glendive,  Mont. 

He  saw  a  way  to  turn  the  paddlefish  eggs  littering  the  banks  of  theYellowstone  River  into  cash  for  local  groups. 


192 


Forbes  ■  December  16,  1996 


Ladies'  choice! 


Rado  'DiaQueen'.  Scratchproof  high-tech  ceramics,  solid  18-carat  gold  and  nearly 

diamond-hard  sapphire  crystal  in  perfect  harmony. 
Special  gift  with  purchase  of  'DiaQueen'.  Ask  an  authorized  Rado  retailer  for  details. 


RADO 

Switzerland 


CALIFORNIA:  Ravits,  San  Francisco  (415)  392-1947,  Macy's,  San  Francisco  (800)  622-9748;  CAROLINAS:  Reeds, 
Pineville  (704)  543-9394;  COLORADO:  Trice  Jewelers,  Denver  (303)  759-9661;  GEORGIA:  Bailey,  Banks  &  Biddle, 
Atlanta  (404)  237-9247;  HAWAII:  Liberty  House,  Honolulu  (808)  945-8367;  LOUISIANA:  Bailey,  Banks  &  Biddle,  New 
Orleans  (504)  834-4844;  MICHIGAN:  Tappers  Jewelers,  West  Bloomfield  (810)  932-7700;  MISSOURI:  Meierott's 
Jewelers,  Kansas  (816)  454-2052;  NEW  YORK:  Kenjo,  (800)  548-TIME;  SOUTH  FLORIDA:  Bailey,  Banks  &  Biddle, 
Boca  Raton  (407)  395-6336;  TEXAS:  Russel  Korman  Co.,  Inc.,  Austin  (512)  451-9292,  Tourneau,  Houston  (713)  871-8282; 
UTAH:  Fortiers,  Salt  Lake  City  (801)  534-0315;  VIRGINIA:  Schwarzchilds  Jewelers,  Richmond,  (804)  740-1422 


Crisafulli  knew  that  many  people 
come  to  Glendive  each  spring  to  fish 
the  lower  Yellowstone  River  for  pad- 
dlefish,  a  highly  edible  fish  with  a 
long,  paddlelike  snout.  This  fish  can 
grow  to  5  feet  in  length  and  weigh  as 
much  as  120  pounds.  Crisafulli  knew 
that  paddlefish  are  the  main  source  of 
American  caviar,  which  sells  in  exclu- 
sive New  York  stores  for  between  $80 
and  $200  per  pound.  But  the  fisher- 
men didn't  want  the  roe.  Every  year 
several  tons  of  the  eggs  were  tossed 
on  the  banks  of  the  Yellowstone  as 
the  fish  were  cleaned,  attracting  flies 
and  rodents. 

Why  not  turn  this  noxious  waste 
into  money? 

Kathy  Jackson,  then  executive 
director  of  the  Glendive  Chamber  of 
Commerce,  and  Michael  Carlson, 
then  chamber  president,  pitched  in. 
Because  fishermen  hated  cleaning 
their  catch,  they  sometimes  paid 
locals  $10  per  fish  to  do  it  for  them. 
The  Chamber  of  Commerce  offered 
to  clean  paddlefish  for  free,  in  return 
for  the  paddlefish  eggs. 

It  wasn't  that  easy:  It  turned  out 
there  was  a  law  against  what  Crisaful- 
li wanted  to  do.  It  was  illegal  in  Mon- 
tana to  sell  wild-game  products. The 
chamber  had  to  lobby  the  state  legis- 
lature to  make  an  exception  for  the 
fish  eggs.  U.S.  Fish  &  Wildlife  Ser- 
vice officials  also  imposed  obstacles. 
They  were  afraid  that  permitting  sale 
of  the  eggs  would  stimulate  paddle- 
fishing  and  deplete  the  paddlefish 
population. 

Jackson  and  Carlson  pointed  out 
that  there  would  be  no  financial 


incentive  to  increase  fishing  because 
the  Chamber  of  Commerce  was 
asking  fishers  to  donate — not  sell — 
their  roe  to  the  organization.  Second, 
Montana  had  a  regulated  sport  fish- 
ery that  already  lent  itself  to  moni- 
toring and  control  of  fishing  pressure. 
Fishers  must  purchase  tags  to  fish  for 
paddlefish  and  must  affix  a  tag  to 
each  fish  caught.  At  the  time  the  pro- 
gram began,  each  fisherman  was  lim- 
ited to  two  tags  per  season. 

By  requiring  that  the  Chamber  of 
Commerce  take  eggs  only  from 
tagged  fish,  the  Montana  Depart- 
ment of  Fish,  Wildlife  and  Parks 
could  limit  the  amount  of  caviar  mar- 
keted. Based  on  live  capture  and  har- 
vest data  collected  over  a  decade, 
state  biologists  were  on  record  that 
both  the  Fort  Peck  and  Lake 
Sakakawea  fish  populations  were 
"stable,  healthy  populations." 

On  Mar.  3,  1989  then-governor 
Stan  Stephens  signed  a  bill  making  it 
legal  for  Glendive's  caviar  operation 
to  sell  paddlefish  eggs  to  raise  money 
for  funding  community  projects — 
provided  half  the  net  proceeds  from 
egg  sales  be  returned  to  the  state  for 
paddlefish  research  and  management. 

The  Glendive  Chamber  of  Com- 
merce began  preparations  for  the 
1990  spring  fishing  season,  bringing 
in  a  Russian  caviar  expert  to  help 
transform  an  abandoned  local  dairy 
into  a  processing  plant  where  the 
eggs  could  be  lightly  salted  and 
stored.  Twelve  workers  were  hired  to 
clean  fish,  and  a  wholesale  distributor 
was  found  for  the  caviar. 

In  1990,  the  program's  first  season 


of  operation,  workers  cleaned  1,600 
paddlefish  and  processed  over  4,000 
pounds  of  roe.  Caviar  income  totaled 
$110,000.  High  water  in  1991  made 
that  the  most  lucrative  year  the  pro- 
gram has  enjoyed.  Caviar  income 
totaled  $292,905. 

Assuming  the  1996  estimate  of 
$200,000  holds,  the  project  has 
grossed  nearly  $1,060,000  from 
caviar  sales  after  seven  years  of  opera- 
tion. Of  that  amount,  the  project  has 
given  $220,000  in  grants  to  117 
community  projects  in  12  eastern 
Montana  counties  for  cultural,  his- 
torical and  recreational  projects,  and 
another  $260,000  to  the  Montana 
Department  of  Fish,  Wildlife  and 
Parks  for  paddlefish  research  and 
management. 

After  seeing  this  success,  a  group  of 
enterprising  people  in  North  Dakota, 
the  state  that  shares  the  Yellowstone 
River  with  Montana,  decided  to  copy 
the  project.  The  Williston  Chamber 
of  Commerce  and  the  Friends  of  Fort 
Union  Trading  Post  (a  group  that 
supports  the  historic  site)  launched 
Gold  Star  Caviar.  In  its  first  year  Gold 
Star  netted  $14,000  from  the  sale  of 
caviar. 

Not  only  do  these  two  projects  pay 
for  baseball  parks,  museums  and 
libraries  in  towns  strapped  for  finan- 
cial resources,  they  are  helping  sustain 
Yellowstone  River  paddlefish. 

Small  stuff,  maybe,  but  an  illustra- 
tion of  how  local,  private  initiative 
can  produce  environmental  solutions 
that  are  both  more  creative  and  more 
economical  than  government- 
imposed  mandates.  M 
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Visit  a  Dreyfus  Financial  Center  •  Via  Internet:  http://www.  dreyfus.com/funds 

To  discuss  one  of  these  Dreyfus  equity  funds  or  others  with 
different  investment  objectives  and  track  records,  call  for  a  Prospectus  today. 
Past  performance  is  no  guarantee  of  future  results. 
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Call  to  get  a  Prospectus  containing  more  complete  information  on  the  Fund,  including  management  fees,  expenses  and  share  classes. 
Please  read  it  carefully  before  you  invest.  Share  price  and  investment  return  fluctuate  so  that  upon  redemption  a  shareholder  may  receive 
more  or  less  than  original  cost.  *Since  inception,  the  Manager  has  absorbed  certain  expenses  of  the  Fund  without  which  returns  would 
have  been  lower.  Dreyfus  Aggressive  Value  Funds  inception  is  9/29/95.  tThe  Fund's  Institutional  Shares  are  subject  to  an  additional  fee, 
resulting  in  lesser  returns.  ©  1996  Dreyfus  Service  Corporation,  Broker-Dealer.  Premier  Mutual  Fund  Services  Inc.,  Distributor. 


he  Mandat 


''Shift  and  shaft,"  Ohio  Governor  George  Voinovich  calls  it.  The  politicians 
and  bureaucrats  have  a  handy  way  to  tax  the  public  without  seeming  to  do  so. 


By  Susan  Lee  and  Daniel  Roth 

"Mandarinization"  best  describes  the  past  several 
decades  or  so  of  government  activity.  We  are  fast  devel- 
oping a  powerful  class  of  bureaucrats  with  almost  arbitrary 
power  over  large  parts  of  our  daily  life.  We  call  them  the 
Mandate  Mandarins. 

With  their  impulse  to  fund  new  programs  thwarted  by 
the  voters'  antipathy  to  new  taxes,  the  folks  who  govern 
us  have  turned  to  running  our  lives  by  other  means. 
About  a  quarter  of  a  century  ago  they  figured  out  how  to 
hand  out  goodies  to  special  interests  without  seeming  to 
tax  the  public  for  it:  mandates.  Today  many  things,  from 
how  your  private  pension  is  run  to  where  your  doctor 
hangs  her  coat  in  the  morning,  are  mandated  by  the  fed- 
eral government.  In  the  name  of  protecting  us,  it  often 
oppresses  us. 

Richard  Borrell  is  president  of  a  small  direct  mail  firm 
DB  Direct.  Last  year  his  receptionist — who  served  as 
accountant,  bookkeeper  and  clerical  worker — took  ten 
weeks  off  after  the  birth  of  her  child.  That  might  not  have 
mattered  much  at  a  big  firm.  It  would  simply  have  added 
enough  staff  to  cover  the  people  likely  to  take  such  leave. 

But  Borrell  has  only  45  employees.  So  he  yanked  some- 
body from  another  department  to  take  over  the  job  of  the 
woman  on  leave  and  he  and  his  wife,  Cindy,  put  in  10- 
hour  days  to  fill  the  gap. 

The  Borrells  could  have  fallen  afoul  of  the  Family  Leave 
Act  of  1993.  He  was  forbidden,  by  law,  from  replacing  his 
receptionist  and  required,  by  law,  to  continue  paying  her 
medical  benefits.  Passage  of  the  act  was  something  the 
White  House  could  brag  about  in  the  1996  election:  See 
how  we  care  about  families?  But  the  Borrells  and  hun- 
dreds of  thousands  of  other  small  business  people  are 
paying  for  it. 

Family  Leave  is  just  one  hassle  in  a  vast  system  of  man- 
dates requiring  people  or  business,  or  even  the  govern- 
ments of  states  and  localities,  to  do  this  or  that  and  to  do 
it  strictly  by  rule.  One  slip — knowing  or  totally  inno- 
cent— and  you've  got  the  Mandarins  on  you. 

Just  ask  Barbara  Williams,  owner  of  the  Sunnyray 
Restaurant  in  Gettysburg,  Pa.  She  is  a  fourth-party  defen- 
dant, facing  a  fine  of  $76,253,  in  a  Superfund  action  that 
has  been  going  on  since  1993. 

Her  crime?  The  food  scraps  from  her  restaurant  were 
dumped  by  her  sanitation  hauler,  who  was  approved  by 
her  borough  government,  in  a  landfill  which  was 
approved  by  the  Commonwealth  of  Pennsylvania  even 
after  it  was  put  on  the  Superfund  Priority  List  in  1987. 


Her  paid  garbage  bills  were  taken  as  proof  that  she  con- 
tributed to  toxic  waste.  (Remember,  we  are  talking  about 
food  scraps.)  And  if  that  isn't  enough,  the  date  of  the  suit 
is  1966  through  1996,  forcing  Williams  to  produce 
records  for  the  15  years  she  has  been  in  business. 

Or  take  Cousins  Submarines,  a  107-shop  fast-food 
chain  based  in  Milwaukee,  Wis.,  which  recently  had  to 
run  a  45-minute  training  course,  mandated  by  OSHA,  to 
teach  employees  to  use  hazardous  materials  like — ahem — 
bleach.  "These  are  cleaning  supplies;  it's  ridiculous,"  says 
Bob  Otto,  a  vice  president.  Add  in  dozens  of  such  regu- 
lations to  contend  with,  and  the  small  business  person's 
life  becomes  a  hell. 

Mandates  impose  costs  on  big  business,  too,  of  course. 
To  comply  with  an  FDA  mandate  that  stores  check  the  age 
of  anyone  buying  cigarettes  who  appears  to  be  under  27, 
The  Kroger  Co.,  the  Cincinnati,  Ohio  grocery  chain, 
must  train  about  a  third  of  its  205,000  employees  on  the 
rule.  As  a  double  check  on  employees,  the  company  is 
changing  its  scanners  to  stop  whenever  an  age-specific 
product  crosses  the  counter,  a  process  which  will  slow 
checkout  time. 

Will  that  red  tape  save  anyone  from  lung  cancer? 
Doubtful.  But  it  made  it  possible  for  the  FDA  to  pose  as 
an  anti-tobacco  crusader. 

Mandates  function  like  a  tax  by  raising  the  cost  of  the 
targeted  activity.  Take  the  expenditures  necessary  to  carry 
out  the  vague  affirmative  action  mandates  of  the  Ameri- 
cans with  Disabilities  Act:  The  possible  applicant  pool 
must  be  expanded,  thus  running  up  search  costs,  the 
workplace  must  be  altered  to  accommodate  disabled 
applicants  and  employees,  and  compliance  must  be 
demonstrated,  which  means  time  lost  to  paperwork.  For 
most  businesses  this  also  involves  additional  legal  costs  in 
having  lawyers  vet  compliance. 

Supposedly  all  this  helps  disabled  people.  We  say  sup- 
posedly because  so  far  it  looks  as  if  the  chief  beneficiaries 
will  be  perfectly  able  trial  lawyers  who  use  the  act  to  sue 
businesses.  Yet  while  the  benefits  are  doubtful,  every 
single  business  in  the  U.S.- — and  ultimately  consumers — 
must  pay  the  costs  of  enforcement. 

An  annoyance  here,  a  cost  there,  who  cares?  Consider 
this:  A  recent  study  by  the  Heritage  Foundation  found 
that  although  the  average  take-home  pay  in  the  U.S.  is 
$9.84  an  hour,  mandated  benefits  of  $3.26  and  other  reg- 
ulations at  $1.38  add  another  $4.64  an  hour  to  employ- 
ers' wage  costs.  Note:  The  workers  themselves  have  no 
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oic<  in  which  benefits  they  can  get.  Would  some  of  them 
prefer  cash?  Tough  luck.  The  law  won't  permit  it. 

w  bad  is  the  mandate  tax?  Bad.  In  1996  the  cost  to 
ess  came  to  $420  billion,  according  to  Thomas 
Hopkins  of  the  Rochester  Institute  of  Technology.  That's 
about  one-third  of  spending  in  the  federal  budget. 

And  just  as  the  tax  is  levied  in  a  multitude  of  ways,  it  is 
paid  variously  as  well. 

■  Sometimes  business  bears  the  burden  in  the  form  of 
lower  profits  for  owners  or  shareholders.  That's  what  hap- 
pened to  Jim  and  Susanna  House,  owners  of  Tuf-Tow, 
Inc.,  in  Saginaw,  Ala.  Tuf-Tow,  total  work  force  of  seven, 
made  outdoor  gear  like  Kevlar  leg-guards,  pants  similar 
to  chaps,  that  protect  workers  from  chain  saw  accidents. 
In  their  best  years,  the  Houses  pulled  in  $180,000  in 
revenue. 

Then  came  osha  and  a  regulation  that  all  chain  saw 
chaps  had  to  pass  a  testing  process  involving  several  wash- 
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cleared  the  plan  with  the  Days  Inn  board. 

Then  the  mandate  Mandarins  struck.  In  1994,  inspec- 
tors from  the  Justice  Department  dropped  by  and  gener- 
ated six  pages  of  problems,  such  as  the  fact  that  not  every 
door  was  wide  enough  to  accommodate  wheelchairs  and 
that  an  elevator  was  not  provided  to  get  to  the  whirlpool. 
The  feds  sued  and  the  case  is  still  in  litigation.  Expected 
damages  are  $250,000.  The  Hauks  cleared  $20,000  on 
the  motel  last  year.  "We  thought  we  had  done  everything 
we  were  supposed  to,"  says  Karla  Hauk,  "this  is  going  to 
kill  us." 

■  Sometimes  business  can  pass  the  cost  of  mandates  on  to 
consumers.  That's  what  Kent  Swanson,  the  owner  of 
Nurses  Available,  Inc.,  does.  Swanson's  Towson,  Md.- 
based  firm  provides  nurses  and  aids  to  nursing  homes. 
The  firm  has  about  150  workers,  with  three  offices  in  two 
states.  Swanson  spends  at  least  20%  of  his  time  keeping  up 
with  old  regulations  and  investigating  new  ones — mostly 

from  osha  and  the 


ings  in  a  commercial  washer.  Tuf- Tow's  Kevlar  chaps, 
which  could  be  washed  without  damage  by  hand,  balled 
up  in  commercial  washers.  The  Houses  had  to  scotch  the 
Kevlar  line.  Last  year,  revenues  were  down  to  just  over 
$50,000  and  the  Houses  and  one  other  employee  are  all 
that  remain  of  Tuf-Tow. 

■  Sometimes,  in  the  case  of  small  business,  the  tax  on 
business  can  result  in  bankruptcy.  That's  just  what  Karla 
and  Richard  Hauk  are  afraid  of.  In  1993,  the  Hauks 
pooled  their  life's  savings  to  hire  an  architect  and  con- 
tractor to  build  a  32 -unit  Days  Inn  motel  in  Wall,  S.  D. 
They  included  two  handicapped-accessible  rooms  and 


Health  Care  Fi- 
nancing Administra- 
tion. He  figures 
that  adds  10%  to 
20%  to  his  $13-an- 
hour  price  for 
nurses. 

■  And  sometimes 
the  cost  of  man- 
dates is  absorbed  by 
workers  in  the  form 
of  lower  wages  or 
fewer  jobs.  Lost 
jobs  is  just  what 
happens,  for  in- 
stance, when  a 
boost  in  the  minimum  wage  is  mandated.  Indeed,  there 
is  even  job  loss  that  occurs  in  anticipation  of  the  impact 
of  a  mandate.  Since  many  mandates  don't  kick  in  until  a 
certain  size  in  the  work  force  is  reached,  firms  stop  hiring 
just  short  of  the  magic  number.  Capping  employment  at 
9  workers  leaves  employers  free  from  OSHA  inspections  for 
hazardous  waste;  restricting  workers  to  14  avoids  over- 
sight from  the  Americans  with  Disabilities  Act;  stopping 
at  19  workers  exempts  employers  from  extending  health 
insurance  to  former  employees;  staying  under  50  workers 
frees  firms  from  the  Family  Leave  Act. 

What  smart  business  person  wouldn't  downsize  in  the 


Red  Sea 

In  1996,  according  to 
estimates  by  Thomas 
Hopkins,  economics  pro- 
fessor at  the  Rochester 
Institute  of  Technology, 
the  cost  of  paperwork 
required  to  comply  with 
mandates  came  to 
$200  billion. 


A  survey  done  this  year 
by  the  U.S.  Chamber  of 
Commerce  found  that 
almost  half  the  firms  ques- 
tioned spent  more  than 
5%  of  their  annual  budget 
on  mandated  compliance. 
The  two  most  expensive 
areas  were  employee  bene- 
fits (mostly  pensions)  and 
labor  regulations 


(mostly  osha). 

Remember:  This  is  just 
the  cost  of  the  red  tape; 
none  of  these  regulations 
benefits  employees 
directly. 

Mandates  also  slow 
innovation.  This  is  espe- 
cially intense  in  the  drug 
and  medical  device  indus- 
try, where  long  approval 


times  shorten  effective 
patent  life  and  thus  reduce 
the  overall  returns  on  dis- 
coveries without  reducing 
the  risks  inherent  in 
searching  for  new  drugs  or 
technologies. 

It  costs  too  damn  much 
to  have  the  government 
"protect"  us. 

-S.L.  and  D.R.  H 
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SAVIN'S  GOING  TO  WIN  YOU  OVER  BY 
HITPERFORMING,  OUTPRODUCING  AND 
OUTSERVICING  OUR  COMPETITORS. 

With  Savin,  you 
get  one  important 
feature  you  can't 
get  anywhere  else: 
Savin  people. 
People  who  will  do 
whatever  it  takes  to  win  you 
over  and  go  the  extra  mile  to 
bring  you  the  best  service  and 
solutions. 

We'll  match  our  technology 
and  document  handling  solu- 
tions to  your  own  specific 
needs.  And  with  one  of  the  most 
complete  product  lines  in  the 
office  equipment  industry  we'll 
really  produce  for  you. 

From  high  performance 
copiers  that  deliver  up  to  80 
clear,  crisp  copies  per  minute. 
To  high  speed  digital  duplicators 
that  create  images  of  near  offset 
print  quality  and  can  print 
directly  from  your  PC  or  net- 
work. To  full  color  digital  imag- 
ing systems  that  produce  high 
resolution  color 

prints  that  are  virtually  indistinguishable  from  the  originals. 
Call  1-800-234-1900  to  receive  our  free,  interactive  "Discover 
Savin"  diskette  and  find  out  more  about  Savin, 
our  products  and  the  sales  office  nearest  you. 
We're  determined  to  outdo  evervone  else 

j 

to  earn  your  business.  That's  what  makes  us 
so  tough  to  beat. 


savin 

WE'RE  GOING  TO  WIN  YOU  OVER 
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Cost  defective 

Apply  cost-benefit  analy- 
ses to  most  mandates  and 
no  sensible  person  would 
want  most  of  them. 
Although  cost- benefit 
analyses  have  been 
required  for  major  man- 
dates since  Ronald  Reagan, 
Congress  is  just  now 
putting  some  power 
behind  the  process. 

To  study  the  costs  of 
major  regulations,  agencies 
are  required  to  put  a  price 
on  implementing  expensive 
proposed  rules — from 


requiring  people  to  wear 
seat  belts  to  banning 
asbestos — versus  the 
number  of  lives  saved  or 
prolonged.  That  cost-per- 
life-year  figure  offers  a 
quick  way  to  judge 
the  merit  of  possible 
regulations. 

On  average,  the  federal 
government  values  each 
life  year  at  about 
$600,000,  according  to  a 
study  by  Robert  Hahn,  a 
resident  fellow  at  the 
American  Enterprise  Insti- 
tute, a  Washington-based 


think  tank.  Thus,  in 
theory,  if  a  new  regulation 
saves  the  life  of  one  40- 
year-old  it  has  "saved"  the 
nation  an  undiscounted 
$18  million. 

But  many'of  the  num- 
bers produced  by  the 
bureaucrats  are  phony. 
Because  agencies  do  their 
own  analyses,  the  man- 
darins inflate  the  benefits 
of  the  rule  and  downplay 
its  costs. 

Among  the  worst 
offenders  is  osha.  In  1987 
the  agency  submitted  a 


rule  limiting  the  use  of 
formaldehyde.  Its  argu- 
ment: Five  out  of  every 
100,000  people  exposed  to 
the  chemical  would  devel- 
op cancer.  To  stop  each 
cancer  case,  osha  figured 
the  cost  at  between  $5  mil- 
lion and  $41  million. 
Looking  closer  at  the 
agency's  arithmetic,  how- 
ever, the  Office  of  Man- 
agement &  Budget  found 
that  the  real  risk  was  one  in 
a  billion,  which  makes  the 
cost  more  like  $70  billion 
to  stop  each  case  of  cancer. 


face  of  all  this?  Or  move?  When  companies  move  jobs 
overseas  it  isn't  always  in  pursuit  of  cheaper  labor  but  to 
escape  punitive  regulations.  A  recent  study  by  the  Cato 
Institute  found  that  mandated  field  tests,  which  take  years 
to  complete,  constitute  85%  of  the  cost  of  developing  new 
drugs  in  the  U.S. 

Using  mandates  to  pursue  social  goals  triggers  the 
drawbacks  inherent  in  any  social  engineering  scheme:  It 
enhances  the  authority  of  the  bureaucracy  over  peoples' 


lives;  and  it  forces  everyone  into  a  single  mold. 

Convenient  for  the  politicians  and  bureaucrats,  more- 
over, is  that  the  use  of  mandates  hides  the  actual  size  of 
the  government's  scope  and  influence  on  the  economy. 
Hopkins,  who  has  been  tracking  the  damage  for  many 
years,  estimates  that  the  economy-wide  cost  of  regulation 
in  1996  was  $677  billion. 

When  that  figure,  along  with  off- budget  spending,  is 
added  to  the  federal  budget,  the  federal  government's 


Our  new  Cradle  Seat  is  making  t 


a  can't  distribute  your  weight  evenly,0 


Just  failing  a  cost- benefit 
analysis  doesn't  kill  a  man- 
date. Between  1990  and 
1995  the  Environmental 
Protection  Agency 
accounted  for  about  75% 
of  all  rules  passed,  yet  only 
about  30%  of  its  rules 
passed  a  cost- benefit  test, 
according  to  Hahn. 

This  is  where  the  new 
anti- Mandarins  are  step- 
ping in.  In  March  1995 
Congress  required  cost- 
benefit  analyses  for  all  reg- 
ulations that  impose  more 
than  $100  million  on  the 


private  sector.  To  capture 
the  real  costs,  agencies 
must  consider  lost  produc- 
tivity, economic  decline 
and  lost  jobs  in  their 
analysis. 

To  keep  agencies  from 
getting  too  imaginative  in 
their  economic  assump- 
tions, Representative 
David  Mcintosh  (R-Ind.) 
is  submitting  a  bill  this  year 
that  would  force  the  agen- 
cies to  standardize  their 
methods. 

And  finally,  a  "regulato- 
ry budget"  proposed  by 


Representative  Lamar 
Smith  (R-Tex.)  would  cap 
the  amount  of  costs  regu- 
lators could  impose  on  pri- 
vate businesses  for  any 
given  law.  Mandarins 
would  have  to  use  their 
cost- benefit  analyses  to 
find  the  biggest  bang  for 
their  regulatory  buck. 

These  measures  are 
explicitly  aimed  at  Man- 
darin excesses  in  federal 
agencies;  but  they  have  an 
implicit  target  as  well.  By 
making  the  agencies 
accountable  to  Congress, 


Congress  becomes 
accountable  to  the  victims 
of  mandates.  It  will  be 
Congress  that  sets  the 
price  tag  for  private  sector 
costs  and  each  member 
will  be  required  to  vote  on 
specific  rules.  "No  one 
elects  bureaucrats,"  says 
Wayne  Crews  of  the  Com- 
petitive Enterprise  Insti- 
tute. "The  more  we  do  to 
make  Congress  directly 
responsible,  the  better." 

Now  that  would  be 
reinventing  government. 

-S.L.  and  D.R  HI 


share  of  the  economy  comes  to  30% — as  opposed  to  just 
17%  of  GDP  for  the  federal  budget  alone. 

Almost  anyone  in  business  has  his  or  her  own  horror 
story.  Anyone  who  has  ever  been  involved  in  education 
knows  how  much  mandates  add  to  the  costs  and  lower 
the  standards  in  the  schools.  Figure  it  out.  It's  not  merely 
the  ramps  you  need  to  build  and  the  family  leaves  you 
have  to  have  workers  to  fill,  it's  the  paperwork  everyone 
must  endure  in  order  to  comply  (see  box,  p.  198). 


Except  for  a  respite  during  the  Reagan  years,  the  tra- 
jectory of  government-by-mandate  has  been  straight 
up  for  25  years.  Sure,  every  administration  since  Ford 
has  had  a  showboat  deregulatory  effort;  but  those  were 
more  to  bust  up  industry  monopolies  than  to  get  rid 
of  regulations  whose  chief  goal  is  to  shift  costs  to  the 
private  sector. 

For  example,  while  the  Bush  Administration  was 
moving  forward  on  free  trade,  it  signed  off  on  three  man  - 
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biggies:  the  Amendments  to  the  Clean  Air  Act  and 
icricans  with  Disabilities  Act,  both  in  1990,  and  the 
Hivil  Rights  Act,  which  established  the  Glass  Ceiling 
lission  to  mandate  diversity  in  the  workplace,  in 
L991.  (Amusingly,  regulatory  activity  got  so  out-of-hand 
that  Bush  was  forced  to  declare  a  180-day  moratorium  on 
new  regulations.) 

The  Clinton  Administration  loves  mandarinization:  Just 
think,  folks,  all  these  good  things  and  it  won't  cost  you  a 
dime  in  taxes.  Maybe  there  is  such  a  thing  as  a  free  lunch. 

One  of  Clinton's  first  acts  was  to  sign  the  Family  Leave 
Act  in  1993  (Bush  vetoed  it  twice).  That  was  followed  by 
the  Brady  Bill,  forcing  store  owners  to  run  background 
checks  on  gun  buyers. 

Unbowed  by  its  failure  to  pass  the  mega-mother  of 
mandated  benefits — universal  health  insurance — the  Clin- 
tonites  gleefully  went  on  to  pass:  an  increase  in  the  mini- 
mum wage;  a  law  requiring  meat  producers  to  install  E. 
coli-detection  equipment;  48 -hour  maternity  stays,  and  a 
guarantee  of  the  portability  and  availability  of  insurance 


for  those  with  preexisting  medical  conditions. 

Under  Clinton-Gore,  action  at  the  federal  regulatory 
agencies  has  been  fast  and  furious;  for  example,  osha  fines 
increased  tenfold  during  the  first  two  years  of  the  Clinton 
Administration. 

Despite  Al  Gore's  rhetoric  about  reinventing  govern- 
ment and  cutting  bureaucracy  and  red  tape,  figures  from 
the  Center  for  the  Study  of  American  Business  tell  a  dif- 
ferent story.  During  the  past  three  years  the  administra- 
tive costs  of  federal  regulatory  activities  for  job  safety  and 
other  workplace  conditions  rose  9.4%  and  federal  agency 
staffing  costs  increased  6%.  In  general  business  regula- 
tions, administrative  costs  climbed  15%  and  staffing  costs 
were  up  8%. 

Almost  every  mandate  was  originally  a  political 
response  to  a  perceived  problem.  Each  enhanced  the 
power  of  a  bureaucracy.  None  required  raising  taxes 
directly.  Every  one  levied  costs  on  the  economy  and  on 
everyone's  standard  of  living.  Were  most  of  them  worth 
the  price?  Probably  not  (see  box,  p.  200). 

More  mandating  may  be  in  the  offing.  Clinton-Gore 
want  to  expand  the  Family  Leave  Act  to  include  time  off 
for  PTA  meetings  and  doctors'  appointments.  The  EPA 
wants  to  extend  environment  regulations  by,  for  example, 


enlarging  the  definition  of  pollution.  OSHA  is  hot  to  man- 
date employers  to  make  ergonomic  assessments  of  all 
office  furniture  and  to  post  notices  telling  those  who 
think  they  are  suffering  from  "sick  building  syndrome" 
whom  they  can  phone  to  complain. 

But  the  worm  may  be  turning. The  first  sign  of  serious 
resistance  came  with  the  Republican-controlled  Congress 
in  1994. 

A  bill  requiring  that  major  new  regulations  be  subject 
to  a  risk-assessment  and  cost-benefit  analysis  passed  the 
House  but  was  defeated  in  the  Senate  by  one  vote.  But 
the  anti-regulatory  forces  persisted.  In  1995,  Congress 
passed  a  law  limiting  unfunded  mandates  on  state  and 
local  governments — the  practice  of  shifting  responsibility 
for  federal  programs  to  the  localities  without  giving  them 
the  cash  to  carry  out  the  provisions.  (This  is  the  practice 
that  George  Voinovich,  governor  of  Ohio,  aptly  charac- 
terized as  "shift  and  shaft.") 

In  1996  came  the  Small  Business  Regulatory  Enforce- 
ment Fairness  Act  allowing  small  businesses  to  sue  feder- 
al agencies  over  rules 
that  are  arbitrary  or 
have  not  passed  ade- 
quate cost-benefit 
analysis,  and  requiring 
agencies  to  submit  all 
major  rules  to  Con- 
gress and  the  General 
Accounting  Office 
before  they  become 
effective. 

And    finally,  this 
year,  Congress  also 
passed  legislation  di- 
recting the  Congres- 
sional Budget  Office 
to  provide  a  list  of  all 
the  costs  and  benefits  of  federal  regulation,  along  with 
suggestions  on  how  to  reform  or  eliminate  many 
of  them. 

Some  antimandate  measures  that  failed  in  the  last  ses- 
sion are  going  to  be  reintroduced  first  thing  in  January. 
One  is  a  regulatory  accounting  bill  that  would  require 
agencies  to  produce  a  list  of  all  costs  and  benefits  of  fed- 
eral regulation  every  year  and  standardize  cost-benefit 
analysis.  Also  promised  are  some  really  tough  measures, 
like  a  regulation  budget  that  allows  Congress  to  cap  the 
cost  to  the  private  sector  for  any  new  law;  and  more  strin- 
gent congressional  oversight,  whereby  every  rule  must  be 
sent  to  Congress  for  approval  and  Congress  can  revoke 
any  law  made  in  the  past. 

Says  Congressman  David  Mcintosh  (R-Ind.):  "What 
we  have  been  getting  is  death  by  a  thousand  cuts.  If  we 
don't  do  something  about  it,  people  are  going  to  say  the 
Congress  only  talks  a  big  game." 

That  talk  isn't  cheap.  Milton  Friedman,  the  economist, 
plotted  growth  rates  in  the  economy  and  regulation  since 
1945.  He  found  that  growth  was  high  in  the  period 
between  1946  and  1969,  but  after  1969  it  suffered  a 
long-term  slowdown.  Guess  what?  It  was  in  1969  that  the 
Mandarins  discovered  the  joys  of  mass  mandates.  WMl 
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SPECIAL       ADVERTISING  SECTION 

WINNING  THE  GAME  OF 

RETIREMENT  PLANNING 


EFFECTIVE  RETIR 
EVERY  INVESTOD 


For  people 
currently  employed 


T.  Rowe  Price 


RETIREMENT 
PLANNING  KIT 


Retirement  Planning  Kit 

Figure  out  how  much  you  should  be  saving, 
and  establish  an  investment  strategy  that's 
appropriate  for  you. 


Retirement  Planning  Kit- 
PC  version 

Our  highly  popular  PC  version 
does  the  "number  crunching" 
for  you.  This  time-saving 
software  is  just  $15.* 


For  people  changing 
or  leaving  their  jobs 


Managing  Your 

Retirement 

Distribution 


Managing  Your  Retirement  Distribution 

Understand  your  options  and  their  tax 
implications,  and  determine  the  best  course 
of  action  for  you. 


An  ever-changing  Challenge.  Determining  a  sound  investment  strategy  for  retire- 
ment isn't  something  you  do  just  once — your  strategy  must  evolve  as  your  concerns 
change  over  time.  Early  on,  your  approach  will  likely  be  focused  on  maximizing  growth, 
while  in  retirement  you  may  be  more  concerned  with  establishing  income.  And  along 
the  way,  events  like  a  change  of  job  can  require  you  to  make  decisions  about  how  to 
handle  your  savings,  even  if  retirement  is  still  far  off. 

For  this  reason,  T.  Rowe  Price  offers  you  an  entire  set  of  retirement  planning  guides, 
each  one  designed  to  help  you  assess  your  options  at  various  points 
along  the  way.  Whether  you've  just  started  thinking  about  a  retire- 
ment savings  plan  or  are  already  managing  your  finances  in  retire- 
ment, one  of  these  informative  kits  can  help  you  meet  the 
particular  retirement  challenge  you're  facing  right  now. 

A  comprehensive  source  for  all  your  retirement  planning 

needs.  At  T.  Rowe  Price,  we  believe  successful  retirement  plan- 
ning starts  with  having  all  the  right  information.  That's  why  we've 
taken  the  time  to  make  sure  these  guides  are  clear,  comprehensive, 


"[T.  Rowe  Price] 
has  produced 

some  of  the  best 
planning  and 

investment  aids 

we  have  seen." 

—The  Mutual  Fund 
Letter,  May  1995 


*For  information  or  to  order  the  Retirement  Planning  Kit  for  PCs  by  credit  card,  call  1  -8(H)- 541  -5760.  **T.  Rowe  Price  Discount  Brokerage,  a  division  of  T.  Rowe  Price  Investment  Services,  Inc. 
Member  NASD/SIPC.  Accounts  carried  by  BHC  Securities,  Inc.  +The  f.  Rowe  Price  No-Load  Variable  .Annuity  is  issued  by  Security  BeneGt  Life  Insurance  Company,  Form  V602 1  [in  New  York, 
is  issued  by  First  Security  Benefit  life  and  Annuity  Company  of  New  York,  White  Plains,  New  York,  FSB201  (4-94)]  and  distributed  by  T.  Rowe  Price  Investment  Services,  Inc.;  T.  Rowe 


AN  USE  TODAY 


For  people  seeking  tax-deferred 
retirement  income  beyond  their 
  IRA  and  401(k)  plans   


Variable  Annuity  Decision  Guide 
and  Analyzer 

Understand  variable  annuities,  and  compare  the 
T.  Rowe  Price  No-Load  Variable  Annuity  to  a  mutual 
fund  to  consider  which  is  right  for  you. 
First-of-its-kind,  innovative  software  can  help 
make  your  analysis  a  snap. 


For  retirees  or  people  within 
  five  years  of  retiring  


T.  Rowe  Price 
Retirees 
Financial 

Gl  IDE 


Retirees  Financial  Guide 

Figure  out  how  much  you  can  afford 
to  spend  and  how  best  to  invest 
during  retirement. 


md  easy  to  use.  Beyond  that,  of  course,  we  provide  a  complete  range  of  investment  pred- 
icts and  services  to  help  you  put  your  knowledge  to  work  the  best  way  possible,  including: 

•  49  100%  no-load  mutual  funds  for  your  IRA, 

•  Discount  Brokerage  services  for  your  retirement  account,** 

•  Our  T.  Rowe  Price  No-Load  Variable  Annuity.t 

Call  T.  Rowe  Price  today,  and  see  why  we've  been  a  leader  for  over  55  years  in  providing 
)eople  with  more  and  better  ways  to  achieve  their  financial  goals. 

For  the  retirement  planning  information  you  need,  call  us  at 

1-800-541-6157 

You'll  also  receive  prospectuses  that  contains  more  complete  information, 
including  charges  and  expenses.  Read  the  prospectuses  carefully 
before  you  invest  or  send  money. 


Invest  With  Confidence 

T.Rowefirice 


RET032943 


rice  Insurance  Agency,  Inc.;  and  T.  Rowe  Price  Insurance  Agency  of  Texas,  Inc.  The  Security  Benefit  Group  of  Companies  and  the  T.  Rowe  Price  companies  are  not  affiliated.  The  Variable  Annuity 
nd  Analyzer  may  not  be  available  in  all  states.  The  variable  annuity  contract  has  limitations.  Call  a  representative  for  costs  and  complete  details  of  coverage.  Request  a  prospectus  that  contains 
omplete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc..  Distributor. 
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THE  GAME  OF 


RETIREMENT  PLANNING 


by  Cecily  Patterson 


THE  UNCERTAIN  FUTURE 

OF  SOCIAL  SECURITY 
MEANS  THAT  IT  IS  EVEN 
MORE  IMPORTANT  FOR 
INDIVIDUAL  INVESTORS 
TO  STRUCTURE  A  SOUND 
FINANCIAL  PLAN 


A Robert  Grossman  illustration 
for  a  recent  New  York  Times 
Book  Review  write-up  of 
Peter  G.  Peterson's  Will  America 
Grow  Up  Before  It  Grows  Old? 
shows  a  vision  of  what  a  typical 
baby  boomer's  life  might  be  like  in 
the  year  2020:  Mr.  and  Mrs.  Boomer, 
now  in  their  golden  years,  recline 
on  the  leather  seats  of  their 
convertible  BMW  just  like  a  glossy 
magazine  advertisement.  The  dif- 
ference is  that  this  couple  isn't  smil- 
ing. They're  frowning.  The  BMW, 
up  on  blocks,  has  become  their 
equivalent  of  the  single-wide  trailer. 
She's  mending  a  patch  on  the  jacket 
of  his  worn  Armani  suit,  he's  staring 
disconsolately  at  the  sprung  mecha- 


nism of  his  Rolex  while  clutching 
an  empty  beer  bottle  (appropriately 
garnished  by  a  withered  lime). 

Some  tattered  Calvin  Klein  boxer 
shorts  hang  from  a  clothesline 
attached  to  their  bent  car  antenna 
and  a  circa  1986  Michael  Graves 
teapot  boils  above  a  twig  fire  next  to 
the  car.  The  red  plastic  bird,  whose 
whistle  blows  when  the  water  boils, 
is  not  singing  a  happy  song  of 
success  anymore,  and  according  to 
Peterson,  that  whistle  was  never  a 
song  of  success.  It  was  a  wake-up 
call  for  a  whole  generation. 

In  contrast,  the  sophisticated, 
forward-thinking  Forbes  reader's 
retirement  would  more  likely 
include  a  vintage  car  instead  of  a 
broken-down  one,  but  there  are 
still  lessons  to  be  learned  from 
Peterson's  vision  of  the  21st  centurv. 
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"Are  you  prepared  to  live  until  you 
are  90?"  asks  Robert  Romasco, 
senior  vice  president  of  marketing 
at  Twentieth  Century  Funds. 
"That's  the  most  important 
question  to  ask  about  retirement. 
There  is  a  paradigm  shift  occurring 
in  the  U.S.  right  now.  No  other 
generation  in  the  history  of 
mankind  has  been  faced  with  the 
notion  that  they  will  live  30  years 
beyond  retirement." 

By  the  time  the  baby  boomers 
reach  retirement  age,  America  will 
have  far  more  retired  people  than 
ever  before.  "By  2025  at  the  latest, 
the  proportion  of  all  Americans 
who  are  elderly  will  be  the  same  as 
the  proportion  in  Florida  today. 
America,  in  effect,  will  become  a 
nation  of  Floridas  —  and  then 


keep  aging,"  says  Peterson  in  Will 
America  Grow  Up  Before  It  Grows 
Old?  At  the  same  time,  because  the 
population  dropped  in  generations 
succeeding  the  baby  boomers,  the 
U.S.  will  have  hardly  more  working- 
age  residents  than  it  has  now. 

Studies  show  that  more  than 
half  of  today's  federal  spending, 
besides  that  spent  on  national 
defense  and  interest  on  the 
national  debt,  already  goes  to 
retired  people  via  Social  Security 
and  Medicare.  Will  future 
generations  reap  the  same  bene- 
fits? While  no  one  knows  the 
kind  of  cuts  Social  Security  will  gc 
through  in  the  next  two  decades, 
financially  savvy  investors 
shouldn't  count  on  payments. 

"There  are  some  public  opinion 
polls  that  show  more  people 
under  30  believe  in  the  possibility 
of  UFOs  than  they  do  Social 
Security,"  says  Twentieth  Century's 
Romasco.  The  uncertain  future  of 
Social  Security  means  that  it  is 
even  more  important  for  individual 
investors  to  structure  a  sound 
financial  plan  that  will  allow 
dreams  of  retirement  spent  golfing 
around  the  world  or  vacationing 
regularly  in  Portofino  to  come  true 

"The  paradigm  shift  has  set  up 
an  entire  new  reality  in  the  way 
people  invest,  how  they  prepare 
for  retirement  and  how  they 
will  invest  during  retirement. 
Investing  for  retirement  could  be 
an  oxymoron,  since  people  will 
have  to  continue  to  invest  while 
they're  retired  to  keep  pace  with 
inflation,"  says  Romasco,  who 
believes  that  the  way  retirees 
live  their  lives  has  also  changed. 
"These  days,  people  have  a 
different  view  of  retirement. 


What  do  your  employees  want  for  their  retirement? 


So  many  different  plans.  We  make  them  all  easy 


Maybe  your  employee  wants  to  hook  the  biggest 
trout  in  Lake  Manniwa.  Or  serve  the  best  ribs  in 
the  South.  Maybe  they  don't  know  what  they 
want  to  do.  That's  okay.  We  understand  them. 
What's  more,  they  can  understand  us.  Our  highly 
trained  Retirement  Plan  Specialists  meet  with 
them  face-to-face  and  explain  everything  in 
terms  easy  to  comprehend.  It's  part  of  VALIC's 
complete  package  of  retirement  services  called 
easy  Retirement  Plan.  It  also  includes  market 
responsive  products  with  investment  options  to 


suit  anyone,  sophisticated  retirement  planning 
software  on  notebook  computers,  and  educational 
materials.  Together  they  make  complicated 
retirement  planning  much  easier.  Plus,  "easy" 
includes  state-of-the-art  administration  and 
expert  assistance  for  plan  administrators.  It's  a 
complete  package  to  meet  all  of  your  employees' 
retirement  planning  needs,  as  well  as  yours, 
developed  by  one  of  the  strongest  names  in 
the  business.  It's  new  and  "easy". 
Only  from  VALIC. 


Retimmonl  F*t;in 


America's  Retirement  Plan  Specialists5" 

5  VALIC 

•k  An  American  Genera!  Company 

Find  out  how  easy  it  is  to  make  your  employee's  retirement  dreams  come  true.  Please  call  1  -800-22 -VALIC  to  receive  a  free  brochure 
or  to  arrange  a  visit,  face-to-face.  Or,  reach  VALIC  through  the  Internet  at:  http://www.valic.com  VALIC's  parent  company,  American 
General  Corporation,  is  one  of  the  nation's  largest  diversified  financial  services  organizations  with  assets  of  $63  billion  and  share- 
holders' equity  of  $5.3  billion.  ©1996  The  Variable  Annuity  Life  Insurance  Company,  Houston,  Texas. 


M      U       V       L      h       I       I      O      L      IVI      L      IM  I 


INNING  THE  GAME  OF 


RETIREMENT  PLANNING 


They  don't  see  themselves  sitting 
on  the  porch  in  a  rocking  chair. 
Retirees  are  much  more  active, 
and  they  need  to  have  financial 
strategies  to  match  their  lifestyles." 

John  Goscia,  vice  president 
of  IRA  marketing  for  Merrill 
Lynch,  agrees:  "Nowadays  people 
are  healthier.  They  exercise  more; 
they  are  conscious  of  their  diets. 
The  good  news  is,  people  are  living 
longer.  The  bad  news  is,  you  might 
live  into  your  retirement  for  almost 
as  long  as  you  were  working. 
Your  assets  need  to  be  regularly 
reviewed  to  make  sure  that  all  your 
income  needs  are  being  met  and 
that  all  the  objectives  set  while 
preparing  for  retirement  are  on 
target.  This  process  can  be  just  as 
necessary  during  retirement  as  it 
was  while  planning  for  it." 

The  first  step,  believes 
Twentieth  Century's  Romasco,  is  to 
educate  yourself.  An  informed  and 
educated  investor  makes  smarter 
decisions  that  he  or  she  feels  better 
about.  "There  are  a  lot  of  tools 
out  there  to  help  the  individual 
investor.  While  it  takes  a  bit  of 
effort,  a  few  simple  but  powerful 
actions  yield  results  that  are  well 
worth  it." 

"Tools  definitely  can  help  make 
the  planning  process  easier," 
agrees  Merrill  Lynch's  Coscia. 
"We  ve  developed  a  software 
program  that  focuses  solely  on 
retirement.  This  allows  our  finan- 
cial consultants  to  sit  down  with 
clients  and  show  them  a  snapshot 
of  the  future.  They  can  adjust 
variables,  do  some  basic  asset 
allocation  and  try  to  provide 
different  solutions.  Sometimes 
the  answer  isn't  always  'Put  away 
more  money!'  " 


DIVERSIFYING  YOUR 


RETIREMENT  PORTFOLIO, 
TAKING  A  LONG-TERM 
VIEW  AND  DEFERRING 
TAXES  WHENEVER 
POSSIBLE  ARE  ALSO 
EXTREMELY  IMPORTANT. 
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MEETING  THE 

CHALLENGE 

A  longer  retirement  means  that 
more  money  will  be  required  to 
meet  monthly  expenditures,  pay 
increased  medical  bills  and  protect 
against  inflation.  The  gap  between 
what  you  need  and  what  you'll 
have,  created  by  the  decline  of  the 
traditional  pension  plan  and 
impending  problems  with  Social 
Security,  means  that  an  indispens- 
able component  of  your  total 
retirement  portfolio  is  additional 
retirement  savings. 


How  much  more?  Every 
investor's  needs  are  different,  and 
the  old  rule  of  thumb  (seven  times 
your  current  income)  doesn't 
always  apply  anymore.  A  genera- 
tion or  two  ago,  couples  started 
their  families  in  their  twenties  and 
wrote  their  last  tuition  checks  by 
the  time  they  were  in  their  early 
fifties.  But  because  couples  often 
wait  until  their  thirties  to  have 
children  today,  time  horizons  have 
changed  dramatically.  Some  of  yoij 
will  be  writing  tuition  checks  well 
into  your  sixties  —  just  about  the 
time  you  reach  retirement  age. 

Factors  like  these  make  plan- 
ning for  your  retirement  even  more 
of  a  challenge.  With  some  elbow 
grease  and  the  right  resources, 
however,  you  should  be  able  to 
determine  (depending  on  your  risk 
tolerance  and  time  horizon)  how 
much  you  need  to  invest  now  to 
accumulate  enough  money  to 
spend  each  fall  cruising  a  river  in 
the  chateau  district  of  the  Loire 
Valley  while  the  dividend  checks 
pile  up  at  home.  Once  you've 
determined  that  amount,  the  next 
steps  are  to  develop  and  implemen 
your  retirement  strategy. 

"It's  important  to  develop  a 
viable  plan  based  on  reasonable 
projections  of  what  you  will  need 
to  retire,  and  on  resources  you 
can  expect  to  have  available  upon 
retirement,"  says  Joseph  Healy, 
vice  president  of  T.  Rowe  Price 
Investments.  "Our  philosophy 
at  T.  Rowe  Price  on  successfully 
investing  for  retirement  goes 
beyond  just  picking  successful 
investments  or  mutual  funds.  You 
should  consider  more  than  just  the 
total  return  potential  of  a  particu- 
lar investment  or  whether  it  offers 


How  are  you  planning  to  support 
yourself  after  you  retire? 


POSITION  SOUGHT 

RECENT  RETIREE  sks  work.  40  yrs  exp. 
Educated,  honest  handy.  Can  run  your  sue 
cessful  business,  read  bedtime  stories,  or 
hang  pictures  level.  Gd  w/dogs,  cats.  Green 
thumb.  Will  watch  vacation  slides  w/enthusi- 
asm.  Rate  neg.  f/t  or  p/t. 


"Retired"  means  "not  working  for  a  living." 

That  takes  money.  So  how  much  will  you 
need?  Hundreds  of  thousands?  A  million? 

How  are  you  supposed  to  figure  that  out? 
And  where  will  you  get  that  kind  of  money? 


Janus  can  help.  Call  for 
information  about  Janus  no-load 
mutual  funds.  You'll  get  an  easy 
retirement  planning  worksheet  to 
help  figure  out  how  much  you'll 
need.  Realistically  speaking. 

Not  hard.  Not  complicated. 
Once  you  know  your  objectives, 
you  can  invest  intelligently  in  the 
right  combination  of  Janus  funds. 

Go  aggressive,  stay  conservative,  or  be 
conservatively  aggressive:  Janus  covers  all 
your  options. 

Get  to  work  now.  So  you  won't  be  looking 
for  work  later. 


With  returns  like  these,  retirement  planning  just  got  a  lot  easier. 

Average  annual  total  returns  tor  the  period  ended  9/30/96 

lYear 

3  Year 

5  Year 

10  Year 

Life  of  Fund 

Janus  Enterprise  Fund 

21.95% 

19.19% 

24.1996  (9/m 

Janus  Mercury  Fund 

17.6096 

24.0896 

25.4296  (5/93) 

Janus  Growth  and  Income  Fund 

23.22% 

15.5996 

14.9096 

17.5796  em, 

Janus  Fund 

19.9996 

15.0396 

14.3496 

16.4696 

16.7496  (2//0, 

Janus  Balanced  Fund 

19.2196 

13.5996 

14.9396  (9/92, 

Gall  1-800-525-8983  ext.  416 


Start  to  think  big. 

Call  or  send  for  a  prospectus  containing  more  complete  information,  including 
expenses.  Aggressive  growth  objectives  may  lead  to  greater  price  volatility. 
Please  read  all  the  materials  carefully  before  you  invest  or  send  money. 
Write  to  Janus  Funds,  RO.  Box  173375,  Denver,  CO  80217-3375. 
Or  visit  our  Web  site  at  http://www.JanusFunds.com. 


Past  performance  does  not  guarantee  future  results.  Your  return  and  principal 
value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at 
purchase.  Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 

FORB  416 
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tax-deferred  accumulation.  For 
instance,  consider  the  variable 
annuity.  Compare  the  same 
investment,  one  inside  the  variable 
annuity  shell,  one  outside.  Which 
one  gives  you  more  after-tax  flow 
in  retirement?" 

Healy  believes  it's  important  to 
gain  maximum  advantage  from 
every  dollar  invested  for  retire- 
ment. "That's  why  T.  Rowe  Price 
created  our  retirement  planning 
kit,  retirement  planning  software 
and  Variable  Annuity  Analyzer 
software,"  he  says.  "Our  retire- 
ment software  addresses  how  much 
you  should  be  saving  each  year 
while  you're  accumulating  your 
nest  egg,  and  the  Analyzer  helps 
determine  whether  a  variable 
annuity  makes  more  sense  for  you 
than  no-load  mutual  funds.  People 
have  become  very  comfortable 


using  software  applications  to  help 
educate  themselves  financially. 
There  are  very  good  applications 
available  from  financial  service 
companies.  It's  in  the  best  interest 
of  both  the  company  and  the 
investor  to  understand  not  only 
what  a  particular  investment  is, 
but  also  how  it  should  be  used." 

Whether  you're  using  a  work- 
book and  calculator  or  a  more 
sophisticated  software  application, 
it's  helpful  to  gather  together  as 
much  information  as  possible 
before  determining  the  amount 
you'll  need.  This  includes: 

■  Current  values  of  IRAs  and 
employer-sponsored  defined 
contribution  plans,  such  as 
profit  sharing,  401(k)s  and 
403(b)s; 

■  How  much  you've  saved  in 
regular  taxable  accounts; 


■  An  estimate  of  your  annual 
pension  income  at  retirement 
if  you  have  one  (and  if  it's  fixed 
or  indexed  to  rise  with  inflatiorj 
after  you  retire); 

■  The  amount  your  employer  wil 
contribute  this  year  to  your 
defined  contribution  or  profit- 
sharing  plan; 

■  An  estimate  of  your  Social 
Security  benefits  (call  Social 
Security  at  1-800-772-1213  to 
request  a  Personal  Earnings  and 
Benefit  Statement.  When  you 
get  it,  check  for  mistakes.); 

■  Your  mortgage  balance  at 
retirement  if  you  plan  on  living) 
in  your  present  house,  plus  the 
equity  you'll  have  in  your  home 
when  you  retire;  and 

■  The  amount  that  you  expect  to 
inherit  and  the  amount  you  wis 
to  leave  your  heirs. 

All  of  this  information  helps  yo 
determine  what  you  have  and  whs 
you  think  you'll  need  and,  more 
important,  the  gap  between  them. 

"The  central  calculation  in  thi 
entire  exercise  is  the  retirement 
gap,"  says  Thomas  L.  West,  Jr., 
president  of  VALIC  (the  Variable 
Annuity  Life  Insurance  Company 
"How  do  you  make  up  that 
difference?  What's  important  to 
emphasize  at  this  point  in  the 
retirement  process  is  asset 
allocation.  If  you've  been  saving 
steadily  in  a  401  (k)  retirement 
plan  with  an  emphasis  on  equitie 
you  may  be  working  hard  to  clos» 
that  gap.  But  are  you  diversified' 
Are  you  thinking  globally?  Do 
you  have  investments  that  are 
complementary?  Asset  allocatioi 
and  time  are  the  two  greatest 
allies  an  individual  can  have  in 
terms  of  retirement  saving." 


Annual  Investment  Required  to  Save  $200,000 
Over  Varying  Time  Periods 


■  Annual  Contribution  Required 

Years 


Total  Contributions  ■  Total  Earnings 


O 

o 


I 

> 


$1,346 


30 
25 
20 
15 

10 


These  hypothetical  examples  assume  investments  are  made  on  the  first  of  the  year  and  earn  a 
9%  return,  compounded  annually.  They  are  intended  only  to  demonstrate  the  effects  of  long- 
term  investing  and  do  not  imply  past  performance  or  future  results  of  any  specific  securities. 


$40,380 

HHHnHHnHHHB^BMBHHHMHHHMflH 

$159,620 

H  $2,166 

$54,150 

$145,850 

Bfli  $3'587 

$128,260 

■Bj  $6,249 

93,735  $106,265 

$12,077 

$120,770  $79,230 
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Total  Account 
Value  for  All 
Investment 
Periods: 
$200,000 


Source:  T.  Rowe  Price 
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*★**★  MORNINGSTAR  RATING 


TWENTIETH  CENTURY  VALUE 


One  Year 
Since  Inception 


Twentieth  Century  Value 

22.1% 
17.1% 


Annual  Average  Total  Returns  As  Of  9/30/96 

Average  Domestic  Equity  Fund2 

16.6% 
13.9% 


How  can  Twentieth  Century  add  value  to  your  IRA? 
One  very  good  way,  we  believe,  is  our  Value  fund.  This  fund 
seeks  long-term  growth  with  more  price  stability,  and  the 
results  speak  for  themselves.  As  one  investment  analyst  put 
it,  "What  I  liked  most...is  that  (Value)  achieved  this  high 
performance  with  very  little  volatility."3 

That  helps  explain  why  Morningstar  just  awarded  our 
Value  fund  its  highest  recognition:  a  "five-star"  rating.  The 
details:  Morningstar  awarded  Twentieth  Century  Value  a 
five-star  (★★★★★)  overall  rating  for  its  risk-adjusted  perfor- 
mance ending  8/31/96.  It  was  rated  among  1,647  equity 
funds  for  the  overall  period.4 

But  our  Value  fund  is  just  part  of  the  story.  We  can  also 
add  value  through  selection.  Thanks  to  our  recent  union 
with  The  Benham  Group,  Twentieth  Century  now  offers  an 
entire  spectrum  of  39  funds  for  your  IRA,  from  bonds  to 
aggressive  growth. 


Another  source  of  Twentieth  Century  Value,  we  believe, 
is  simplicity.  In  fact,  opening  or  transferring  your  IRA  to 
Twentieth  Century  starts  with  a  simple  toll-free  call.  Just 
call  1-800-345-2021,  and  be  sure  to  ask  about  our  no-load, 
no-fee  IRA.5 

We  think  it's  a  strong  package:  performance,  selection, 
simplicity.  Call  now  and  see  just  how  much  value  Twentieth 
Century  can  add  to  your  IRA 


1-800-345-2021 

http:  //www.twentieth-century.com 


Foi  moie  complete  information,  including  chorges  ond  expenses,  pleose  request  o  piospettus  ond  ceod  it  coiefully  before  investing  'Dora  quoted  represents  post  performance  ond  assumes  leinveslment  of  oil  distributions  Past  perfor- 
mance is  no  guarantee  of  future  results-  Investment  return  and  principal  volue  will  fluctuate  ond  redemption  value  may  be  moie  01  less  than  the  original  cost  This  performance  reflects  the  investor  class  of  shores.  Other  dosses  of  shores 
are  available-  'As  defined  by  lippei  Analytical  Service,  Inc  'Forecasts  &  Strategies,  february  1996  'Morningstar  proprietory  ratings  leflect  histoncol  risk-adjusted  performance  os  of  8/31/96-  The  overall  rating,  which  may  change 
monthly,  is  calculated  from  the  funds'  one-  and  three-year  average  annual  total  returns  in  excess  of  90-day  Treasury  bill  returns,  with  appropriate  fee  adjustment,  and  a  risk  factor  that  reflects  fund  performance  below  90-doy  Treasury 
bill  returns  Value  received  a  frve-stai  rating  out  of  2,950  funds  foi  the  one-yeoi  peiiod,  ond  a  five-star  loting  out  of  1,647  funds  foi  the  three-yeai  period  ending  8/31/96-  The  lop  10%  of  the  funds  in  on  investment  category  receive 
five  stars  s No-fee  IRA  available  with  SI  0,000  minimum  IRA  balance  Twentieth  Century  Services,  Inc  ©  Twentieth  Century  Securities,  Inc.  P.O.  Box  419200,  Kansas  City,  M0  6414  1-6200.  FBS 


A    GOOD     CHOICE     FOR     YOUR     IRA,     4  0  1  (  k  )  ,     403  (b),     OR  SEP/SARSEP 


INNING  THE  GAME  OF  [ 

RETIREMENT  PLANNING 


MAXIM 

POTENTIAL 

Whether  you're  planning  on  spend- 
ing the  winter  months  snorkeling 
in  Key  West  or  the  summers  sailing 
around  Nantucket,  it's  important  to 
have  an  effective  strategy  to  help 
implement  your  retirement  goals. 
"A  good  framework  certainly 
includes  adopting  a  steady  savings 
plan,  like  dollar-cost  averaging," 
says  Martin  Riehl,  principal  of 
the  Vanguard  Group.  Vanguard's 
retirement  philosophy  emphasizes 
formalizing  a  game  plan  for  saving 
that  boosts  the  effectiveness  of 
your  retirement  savings.  Other 
strategies  like  diversifying  your 
retirement  portfolio,  taking  a 
long-term  view  and  deferring 
taxes  whenever  possible  are  also 
extremely  important. 

"We  believe  in  investing  for  the 
long  haul,"  says  Riehl,  "and  in  not 
trying  to  time  the  market.  We 
certainly  profess  staying  the  course 
and  the  benefits  of  long-term 
investments.  The  markets  are 
going  to  move  up  and  down  — 
that's  a  given.  A  systematic  invest- 
ment plan  accurately  allocated  and 
diversified  means  that  in  the  long 
run,  you  will  have  a  very  good 
chance  of  meeting  your  financial 
goals.  We  believe  you  should 
maximize  your  401(k)  plan  before 
allocating  funds  to  other  retire- 
ment vehicles  where  contributions 
may  not  always  be  tax-advantaged, 
such  as  a  nondeductible  IRA." 

Riehl  is  also  a  big  advocate  of 
indexing.  "Investors  should  get  a 
core  section  of  the  market,  and 
then  build  off  that.  Index  funds 
typically  offer  broad  diversification, 
competitive  investment  perfor- 


tONfRIBOTION 
from  3%  Jo  7%rf 


THE  EARLIER 
IN  YOUR  CAREER 
YOU  START  SAVING, 
THE  BETTER, 
YOU  GAIN  SO  MUCH 
IN  TAX  SAVINGS 
AND  FREE  EMPLOYER 
CONTRIBUTIONS. 


mance  and  low  costs,"  he  says. 
"We  think  cost  is  a  very  important 
consideration  —  look  at  the 
expense  ratios,  the  commissions. 
We  think  it's  important  to  keep 
cost  as  low  as  possible." 

Every  investor  should  take 
the  time  to  understand  exactly 
what  you're  paying  for  investment 
advice.  Experts  recommend 
adding  up  all  investment  fees 
you've  paid  in  the  last  few  years 
and  computing  the  average 
annual  amount  you're  paying. 
Generally  speaking,  fees  shouldn't 
total  more  than  2.25%  of  assets 
annually. 


THE  GAP 

It's  difficult  to  argue  against 
contributing  the  maximum  amount 
possible  to  your  401(k)  or  other 
self-directed  retirement  plan,  espe 
cially  if  your  employer  matches  pan 
of  your  contribution.  The  earlier  ir 
your  career  you  start  saving,  the 
better,  since  you  gain  so  much  in 
tax  savings  and  free  employer  con- 
tributions. Income  taxes  are  due 
when  you  withdraw  the  funds,  and 
withdrawal  before  age  59  and  one- 
half  is  penalized  with  an  extra 
10%  tax.  If  you  need  money  later, 
perhaps  for  an  unexpectedly  hefty 
tuition  bill,  consider  borrowing, 
not  withdrawing,  funds  from  your 
401(k).  You  generally  have  to  repa 
the  loan  within  five  years,  although 
there  are  some  exceptions. 

Federal  law  in  1996  raised  the 
401(k)  limit  from  $9,240  to  $9,500 
The  additional  $260  a  year,  which 
may  seem  like  peanuts,  turns  out  t< 
be  a  sizable  sum  when  compounde 
over  time.  Here's  an  example: 
Let's  say  you  pay  40%  in  combined 
federal  and  state  taxes,  and  that 
your  employer  matches  50%  of  you 
contribution.  Over  25  years,  at  a 
10%  return,  that  $260  will  amount 
to  $42,191. 

Retirement  experts  agree  that  tr 
best  401(k)  plans  offer  at  least  10  tj 
12  different  investment  options. 
This  means  you  should  be  able  to 
choose  from  several  equity  funds, 
two  or  three  bond  funds,  at  least 
one  stock-index  fund  and  a  money 
market  fund.  Other  important 
points  to  determine:  Does  your 
company  allow  you  to  set  aside  the 
maximum  federal  limit?  How  gen 
erous  is  its  matching  contribution 


If  you're  interested  in  the  performance-enhancing  potential  of  global  investing,  consider  including 
GT  Global  funds  in  your  investment  portfolio.  Each  fund  is  globally  orchestrated  for  diversification, 
and  each  is  founded  on  the  knowledge  of  world  markets  that  comes  with  over  25  years  of  experi- 
ence. To  learn  more  about  how  our  innovative  investment  ideas  are  producing  world  class  results, 
talk  to  your  financial  adviser  or  call  us  today  for  more  information. 


A      V      ERAGE             ANNUAL  R 
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GT  Global  Funds 

CLASS / 
INCEPTION  DATE 

1  YEAR 

LIFE  Of  FUND 

GT  Global  Consumer  Products  and  Services  Fund 

A  shares 

12/30/94 

48.01% 

43.23% 

B  shares 

12/30/94 

49.70% 

44.82% 

GT  Global  Natural  Resources  Fund 

A  shares 

5/31/94 

38.08% 

16.82% 

B  shares 

5/31/94 

39.25% 

17.68% 

GT  Global  Health  Care  Fund 

A  shares 

8/7/89 

22.05% 

14.11% 

B  shares 

4/1/93 

22.53% 

19.16% 

GT  Global  High  Income  Fund 

A  shares 

10/22/92 

30.31% 

16.19% 

B  shares 

10/22/92 

30.91% 

16.38% 

1-800-824-1580 


GT  Global 

A  Member  of  Liechtenstein  Global  Trust 


It's  Your  World.  Invest  In  It. 

GT  Global  Health  Care  Fund  A  shares  five  year  average  annual  return  as  of  9/30/96  is  9.46%.  Returns  for  A  and  B  shares  are  as  of  9/30/96 
and  include  the  effect  of  the  maximum  4.75%  sales  charge  and  5%  contingent  deferred  sales  charge,  respectively.  Past  performance  does 
not  guarantee  future  results.  Investment  return  and  principal  will  fluctuate,  so  shares  may  be  worth  more  or  less  than  their  original 
price.  From  time  to  time,  the  Funds'  investment  adviser  may  waive  some  fees  and/or  reimburse  some  expenses,  without  which  performance 
would  be  lower.  Waivers  and/or  reimbursements  are  subject  to  change.  Before  investing,  read  the  prospectus  for  more  complete  infor- 
mation, including  charges,  expenses  and  the  risks  associated  with  global  and  emerging  market  investing,  including  political  and  currency 
risk,  and  the  risk  of  investing  in  similar  industries.  Distributor:  GT  Global,  Inc.,  50  California  Street,  San  Francisco,  CA  94111.  mfh 
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RETIREMENT  PLANNING 
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Do  your  quarterly  statements 
clearly  tell  you  how  your  funds  are 
doing?  Do  you  see  a  regular 
accounting  of  the  fees  you  pay  for 
record  keeping  and  asset  manage- 
ment? Finally,  remember  that  you 
must  contact  your  employer  to 
maximize  your  contributions  since 
it  won't  be  done  automatically. 
Following  this  strategy  could  add 
tens  of  thousands  of  dollars  to 
your  retirement  savings. 


SELF-EMPLOYMEN 


PLANS 

If  you  or  your  spouse  are  self- 
employed,  or  one  of  you  has 
self-employment  income,  you 
probably  already  know  about  SEP- 
IPvAs  and  Keogh  retirement  plans. 
SEP-IPvAs  are  similar  to  regular 
IPvAs,  just  as  simple  to  open  and 
allow  you  to  make  tax-deductible 
contributions  of  up  to  15%  of  your 
self-employment  income,  to  a 
maximum  of  $22,500.  Keogh 
plans  are  available  to  anyone  who 
is  self-employed:  owners  of  small 


IF  YOU  HAVE 
MORE  THAN  TEN  YEARS 
UNTIL  YOUR  RETIREMENT, 
YOUR  IRA  SHOULD 
CONTAIN  ALMOST 
NOTHING  BUT  GROWTH 
STOCK  MUTUAL  FUNDS. 


Source:  Merrill  Lynch 


unincorporated  businesses,  consul 
tants,  artists,  writers  and  other 
professionals. 

You  can  open  a  Keogh  even  if 
you  participate  in  a  company 
pension  plan,  as  long  as  you  have 
self-employment  income.  For 
instance,  say  you're  the  vice  presi- 
dent of  design  for  a  large  shoe 
corporation  and  you  teach  design 
at  the  local  university  on  the  side. 
All  of  your  teaching  income  can  be 
put  into  a  Keogh  plan.  Keogh  plan 
are  more  complex  to  set  up  than 
SEP-IRAs,  however,  so  unless  youw 
self-employment  income  is  more 
than  $100,000,  consider  carefully 
it's  worth  the  extra  trouble. 


Once  you've  maxed  out  your 
401(k)  or  other  company  benefit 
plan,  SEP-IRA  or  Keogh,  it's  time 
to  consider  where  to  invest  next. 
IRAs  are  the  obvious  answer. 
While  working  couples  can  each 
contribute  $2,000  a  year  to  an  IBJ 
until  1997  married  couples  with  a 
non-wage-earning  spouse  can  only 
contribute  $2,250.  Legislative 
changes  on  IRAs  for  1997  have 
raised  that  limit  to  $4,000.  While 
there  are  no  changes  in  the 
deductibility  rules  —  either  the 
employed  spouse  can't  be  covered 
by  a  pension  plan  at  work  or  the 
couple's  total  income  can't  exceed 
$50,000  for  the  contribution  to 
be  deductible  —  IRAs  still  make 
financial  sense. 

"The  best  news  that's  come 
down  the  pike  from  Washington  ii 
the  last  ten  years  is  that  a  marrie« 
couple  with  one  income  can  now 
put  away  $4,000  a  year,"  says 
Merrill  Lynch's  Coscia.  "We  are 


The  Power  of  Tax-Deferred  Compounding 


$2,000  Invested  Annually*  for: 

10  Years  20  Years  30 


Rate  of 
Return 

'im"  Taxable 
Investment 

In  an 
IRA 

TaxaEle 
Investment 

In  an 
IRA 

TaxaKle 
Investment 

8% 

$31,291 

$27,198 

$98,846 

$73,743 

$244,692 

$153,401 

10% 

35,062 

29,400 

126,005 

86,697 

361,887 

198,360 

12% 

39,309 

31,792 

161,397 

102,230 

540,585 

258,288 

*  This  chart  assumes  a  hypothetical  #2,000  annual  investment  at  the  stated  rate  of  return 
with  the  earnings  from  the  table  investment  annually  at  31%.  IRA  amounts  are  shown  before 
illA  earnings  and  deductible  contributions  will  be  taxed  upon  withdrawal  at  the  tax 

rate  in  effect  at  that  time. 


THE  ANSWER  TO  ALL  YOUR 
RETIREMENT  QUESTIONS. 

A  human  voice. 

We  know  how  you  feel. 

With  all  the  rules  and  choices  and  changes,  investing  for 
retirement  can  be  confusing  and  frustrating. 

That's  why  we've  created  the  Retirement  Resource  Center. 

For  while  we're  the  authors  of  any  number  of  helpful  books 
and  brochures,  we  know  there  are  times  when  you  need  to  ask 
a  complicated  question  and  get  a  clear  answer.  From  an  expert. 
A  human  being. 

So  now  you  can  call  our  dedicated  team  of  professionals 
weekdays  8  a.m.  to  6  p.m. 

They  can  help  you  find  out  anything — from  what  to  do 
about  your  401  (k)  distribution  to  how  the  proposed  tax  changes 
can  affect  your  IRA  investment. 

Best  of  all,  this  is  a  service.  Not  a  sales  pitch. 


Call  our  Retirement  Resource  Center 
at  1-800-647-8881. 

THA&uiSuarclGROue 
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WINNING  THE  GAME  OF 


RETIREMENT  PLANNING 


extremely  encouraged  by  that,  and 
we  are  trying  to  educate  our 
clients  to  understand  the  benefits 
from  that  savings  package." 

There  are  many  reasons  why  a 
nondeductible  IRA  makes  sense. 
"One  mistake  people  make  when 
planning  for  their  retirement," 
says  T.  Rowe  Price's  Healy,  "is 
to  ignore  the  IRA.  It's  available 
to  anyone  with  earned  income, 
and  it's  still  a  very  advantageous 
vehicle,  especially  now  that 
they've  liberalized  the  nonworking 
spouse  rule  and  raised  the  limit  for 
a  couple  to  $4,000." 

You  can  make  contributions  to 
your  IRA  until  the  year  in  which 
you  reach  age  70  and  one-half  or 
until  you  no  longer  have  earned 
income.  The  law  demands  that 
you  begin  withdrawing  from  your 
IRA  by  April  1  of  the  year  after 
you  have  reached  age  70  and 
one-half.  Five-year  averaging  to 
cut  taxes  on  lump-sum  IRA  distrib- 
utions will  end  December  31, 
1999.  Ten-year  averaging  will  still 
be  available  to  those  born  before 
January  1,  1936. 


SOCK  IT 

AWAY 


New  Year's  Day  involves  a  particu- 
lar ritual  for  two  savvy  investors 
who  happen  to  be  married.  They 
start  out  the  day  with  an  early 
morning  walk  to  talk  about  what's 
happened  in  their  lives  during  the 
preceding  year.  When  they  come 
back,  they  settle  down  before  the 
fire  and  start  to  review  their 
finances.  The  first  step  they  take 
is  to  write  out  two  checks  for 
02,000  for  their  respective  IRA 
unls.  This  strategy  offers 


SETTING  UP  A 
STRETCHOUT  IRA  ALLOWS 
YOUR  HEIRS  TO  ENJOY 
DECADES  MORE  OF  TAX- 
DEFERRED  COMPOUNDING 
ON  YOUR  ACCOUNT. 


obvious  compounding  advantages 
over  waiting  until  December  31  to 
write  their  checks.  If  writing 
one-lump-sum  checks  is  not  your 
style,  consider  dollar-cost  averaging. 

A  relatively  painless  and 
disciplined  way  to  accumulate 
money  is  to  make  contributions 
through  payroll  deductions.  Most 
employer-sponsored  plans  like 
401(k)s  allow  you  to  do  this.  One 
way  to  keep  saving  once  you've 
contributed  the  maximum  allow- 
able amount  to  your  401(k)  is  to 
have  the  same  amount  you  had 
withdrawn  from  your  check  for 
your  401(k)  directly  deposited  to  a 
money  market  account  in  your 
IRA.  Or  you  can  have  your  IRA 
withdraw  it  electronically  from 
your  checking  account. 


You  can  also  roll  money  over 
into  an  IRA  account  if  you  receive 
a  pension  plan  distribution  as  a 
result  of  job  change  or  retirement. 
It's  important  to  do  the  research  to 
decide  if  a  rollover  is  the  right 
decision  for  you.  "Generally,"  says 
Merrill  Lynch's  Goscia,  "we  find 
that  there  is  a  tremendous  lack  of 
education  about  lump-sum  distrib- 
utions. Here's  somebody  who's 
going  to  retire:  He  or  she  says  'This 
is  the  largest  sum  of  money  I've 
ever  had  at  one  time.  What  are 
my  choices?  Should  I  roll  it  over, 
average  it,  take  it  in  one  lump 
sum?'  "  Investors  need  to  be 
educated  about  this  decision, 
Coscia  stresses.  "Retirees  need  to 
know  about  the  tax  consequences 
of  their  decision,  whether  or  not 
they  should  choose  five-year  or 
ten-year  averaging  and  what  other 
options  are  available  to  them. 
They  have  to  make  sure  their 
choice  is  appropriate  given  the 
other  financial  events  in  their  life." 

Most  authorities  agree  that  if 
you  have  more  than  ten  years  until 
your  retirement,  your  IRA  should 
contain  almost  nothing  but  growth 
stock  mutual  funds.  "A  core  value 
of  the  IRA  is  that  it  lets  your 
investment  compound  tax- 
deferred,"  says  T.  Rowe  Price's 
Healy.  "It's  important  that 
investors  don't  confuse  deductibil- 
ity with  tax-deferred  growth." 
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Your  IRA  can  pass  to  your  spouse 
with  its  tax  shelter  intact,  but 
what  about  your  children?  Some 
investors  are  considering  what  is 
informally  known  as  a  "stretchout 


The  Merrill  Lynch  Performance  Difference 


With  Merrill  Lynch,  your  401(k) 
program  may  not  look  quite  like  any  other. 
But  it  will  fit  you  to  perfection. 

At  Merrill  Lynch,  your  401  (k)  program  can  be  tailored  specifically  to  your  unique 
requirements.  We  can  help  you  develop  solutions  in  the  key  areas  of  40 1  (k)  program  design: 


Bundled  Services 

By  bundling  employee  benefit 
and  record-keeping  services, 
you'll  gain  maximum  flexibility 
and  value  from  your  plan. 

Technology 

Merrill  Lynch  has  a  flexible  systems 
architecture.  And  we  are  committed  to 
investing  in  state-of-the-art  technology 
to  best  serve  you  and  your  employees. 

Investment  Management  Expertise 

Every  client  benefits  from  the  firm's 
highly  ranked  investment  manage- 
ment expertise  and  access  to 
^-~>  nearly  400  mutual  funds. 

Education  and  Communications 

Merrill  Lynch's  award-winning 
?-  I*,  education  and  communication 
programs,  built  upon  our 
financial  planning  and 
investment  expertise, 
are  proven  to  increase 
plan  participation. 

For  more  information,  call 
Donna  Winn,  First  Vice  President, 
at  609-282-2233.  Because  there's 
a  big  difference  between  your  40 1  (k) 
planning  needs  and  everybody  else's. 


The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


©1996  Merrill  Lynch.  Pierce,  Fenner  &  Smith  Incorporated.  Member  SIPC 


WINNING  THF  ft  A  A/IF  AF 

WllilVlliw  1  VIC  wHIYIC  wr 

RETIREMENT  PLANNING 

JR-»JLJ  M.  M.  M.  V.JL41T  M.M-JS.  1  -M_     M.    MULL  m_L  11  111  1  VF 

i 

IRA."  Setting  up  a  stretchout  IRA 
allows  your  heirs  to  enjoy  decades 
more  of  tax-deferred  compounding 
on  whatever  is  in  your  account 
when  you  die.  Not  all  sponsors 
allow  the  benefits  of  a  stretchout 
IRA,  however,  and  it  is  imperative 
to  follow  the  right  steps  that  will 
allow  you  to  stretch  out  your  IRA 
in  order  to  avoid  problems  with 
the  IRS. 

Some  sponsors  allow  IRA 
owners  interested  in  setting  up 
a  stretchout  IRA  to  maintain 
multiple  accounts  with  different 
beneficiaries.  This  makes  sense  if 
you  have  a  large  IRA  that  you  want 
to  leave  to  more  than  one  person, 
or  if  one  of  your  beneficiaries  is  a 
charity  and  one  a  person.  A 
stretchout  IRA  also  allows  you  to 
choose  a  younger,  non-spouse  heir, 
elect  a  joint  calculation  of  life  span 
and,  if  you  die  after  starting 
required  payouts,  the  heir  can  take 
the  remaining  assets  over  his  or 
her  own  life  span,  slightly  adjusted. 
Since  the  ramifications  and  choices 
of  a  stretchout  IRA  are  often  a 
complicated  procedure,  it  may  pay 
to  talk  to  an  expert. 

THE  EXCISE  TAX 

SUSPENSION 

Part  of  the  minimum  wage  bill  that 
President  Clinton  signed  this  fall, 
the  excise  tax  suspension  is  of 
importance  to  anyone  with  a  large 
IRA  or  401(k).  Since  1986, 
high-net-worth  individuals  with 
large  tax-advantaged  savings  plans 
have  had  to  pay  not  only  the 
highest  rate  of  taxation  but  also  an 
additional  nondeductible  "excise" 

of  15%  on  any  distribution  that 
;xceeds  a  certain  threshold 


IF  YOU  HAVE 
CONTRIBUTED  ALL  YOU 
CAN  TO  IRAS,  KEOGH 
PLANS  AND  40  UK)  PLANS, 
IT'S  Tim  TO  CONSIDER 
VARIABLE  ANNUITIES. 


($155,000  for  1996).  What's  more, 
retirement  plan  assets  left  to  heirs 
are  also  subject  to  the  tax  if  they 
exceed  certain  limits.  Congress 
has  suspended  this  15%  surtax 
for  1997,  1998  and  1999.  The 
suspension  applies  only  to  payouts 
during  the  IRA  owner's  lifetime, 
not  to  the  estate-tax  version  of 
the  penalty. 

Who  benefits  from  the  excise 
tax  suspension?  Not  only  those 
retirees  whose  combined  pension 
and  obligatory  IRA  withdrawals 
exceed  $155,000  a  year,  but  also 
anyone  who  wants  or  needs  to 
cash  in  all  or  part  of  his  IRA  or 
401(k).  You  have  three  years  to 
take  advantage  of  the  suspension. 
Is  it  better  to  let  your  assets 


continue  to  grow  tax-deferred  or 
should  you  withdraw  assets  in  the 
next  three  years  to  avoid  having 
your  estate  get  hit  by  the  penalty 
tax  at  your  death? 

"People  who  have  substantial 
assets  in  tax-deferred  plans  should 
revisit  any  assumptions  about 
how  that  money  should  be  taken 
out,"  says  T.  Rowe  Price's  Healy. 
In  some  cases,  notes  Healy,  an 
investor  may  benefit  by  taking  out 
more  money  than  he  or  she  had 
originally  arranged. 

"This  applies  to  anybody  who  is 
60  and  older,"  he  says.  "Perhaps 
you  were  considering  building  a 
second  home  or  arranged  some 
other  outlay  that  would  use  a  large 
capital  sum.  It  might  make  sense 
now  to  consider  taking  more  out  ol 
the  plan.  This  determination,  how 
ever,  really  requires  a  financial 
adviser  to  assist  you  to  make  the 
best  decision." 

Merrill  Lynch's  Coscia  agrees: 
"The  suspension  of  the  excise  tax 
requires  a  tremendous  amount  of 
thought  by  the  people  who  may  be 
affected  by  it.  My  advice  is  to  sit 
down  with  a  professional  who  can 
help  you  understand  the  implica- 
tions now  and  in  the  future." 


VARIABL 

ANNUITIES 

By  now  it  should  be  obvious  that 
you  can't  save  too  much  for 
your  retirement.  If  you  have 
contributed  all  you  can  to  IRAs, 
Keogh  plans  and  401(k)  plans,  it's 
time  to  consider  variable  annuities 
Variable  annuities,  like  other 
retirement  vehicles,  allow  money 
invested  to  build  up  tax-deferred 
until  you  begin  withdrawing  — 


The  Principal®  family  of  retirement  accounts  has    and  401  (k)  plans.  As  a  result,  we  manage  nearly 


I  a  truly  brilliant  track  record. 

An  independent  rating  company,  Lipper 
i  Analytical  Services,  recently  analyzed  mutual  fund 
families  and  ranked  their  performance. 

Applying  Upper's  criteria,  our  accounts  out- 
:  performed  fund  families  like  Vanguard,  Fidelity, 
T.  Rowe  Price,  Franklin/Templeton,  Merrill  Lynch. 
I  and  on  down  the  line? 

One  reason  we  out-perform  them 
is  that  generally  our  expenses  are  only 
a  fraction  of  theirs. 

At  The  Principal,  our  focus  is  solely 
on  long-term  returns  for  retirement 


the: 


$40  billion  in  retirement  assets  for  33,000  companies 
and  millions  of  employees. 

In  fact,  we  provide  administrative  services  for 
more  401(k)  plans  than  any  bank,  mutual  fund  or 
insurance  company.** 

For  over  100  years,  The  Principal  has  been 
helping  people  get  the  most  out  of  their  money. 

That's  The  Principal  Edge? 
To  learn  more  about  us,  visit  us  at 
http://www.principal.com  on  the 
Internet.  And  if  you'd  like  to  compare 
the  results  of  the  study  for  yourself, 
please  call  1-800-255-6613. 


Financial 
Group 


401(k)  •  HMO/PPO  •  Mutual  Funds  •  Securities  •Annuities  •  Home  Mortgages 
Life,  Health,  Dental  and  Disability  Insurance 

©1996  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  IA  50392. 
*  Ranking  for  mutual  fund  families  stated  is  based  on  five-year  performance  and  measurement  information  provided  by  Lipper  Analytical  Services.  We  applied  like  criteria  to  our  accounts  for  comparison. 
The  Principal  separate  accounts  referenced  are  used  with  our  group  annuity  contractsand  sold  to  qualified  retirement  plans  "CFO  magazine,  April/May  1996,  Senior  Financial  Executive  Ranking 
Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries.  Mutual  funds  distributed  through  Princor  Financial  Services  Corporation  (member  SIPC). 

Securities  through  Principal  Financial  Securities,  Inc.  Securities  and  health  care  products  not  available  in  all  states. 
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anytime  after  you  turn  59  and 
one-half.  If  you  withdraw  before 
that  time,  you  face  penalties  and 
taxes.  Unlike  IRAs,  Keoghs  and 
401(k)  plans,  there  is  no  maximum 
amount  that  you  are  allowed  to 
contribute  to  an  annuity. 

"There  has  been  tremendous 
expansion  in  the  last  few  years  in 
the  annuity  business,  especially  in 
the  retirement  sector,"  says  Alice 
Kane,  chairperson  of  MainStay 
Funds  and  executive  vice  president 
of  New  York  Life  Insurance 
Company.  Annuity  companies 
offer  the  investor  two  types  to 
choose  from.  "Fixed  annuities 
grow  at  a  declared  interest  rate," 
says  Kane.  "They  pay  out  a  set 
amount  each  month  when  you 
start  withdrawing  from  them.  The 
fixed  payment  does  add  certainty 
to  your  retirement  planning,  and 
this  choice  sometimes  makes 
sense.  The  area  where  we've  seen 
the  most  growth,  however,  is  in  the 
area  of  variable  annuities." 

Variable  annuities  allow  you  to 
invest  as  you  wish  in  an  assort- 
ment of  professionally  managed 
stock,  bond  and  money  market 
funds.  VALIG's  West  agrees  with 
Kane  about  the  growing  popularity 
of  variable  annuities.  "If  the 
variable  annuity  weren't  consumer 
friendly,  I  don't  think  we'd  have 
seen  the  tremendous  growth  that's 
happened  in  the  last  ten  years,"  he 
says.  "The  variable  annuity  is  the 
ideal  retirement  plan.  It  provides 
for  the  accumulation  of  wealth  and 
also  provides  a  facility  for  payout 
all  in  one  product.  The  variable 
annuity  gives  the  individual  a  great 
variety  of  choice,  as  well.  It's 
extremely  flexible." 

Ultimately,  the  payout  depends 


NUMEROUS  FINANCIAL 

AUTHORITIES  HAVE 
CAUTIONED  THAT  MANY 
AMERICANS  HAVE 
UNDERINVESTED 
IN  EQUITIES. 

on  how  your  investment  selections 
perform.  "A  variable  annuity  does 
not  offer  the  certainty  of  a  fixed 
one,"  notes  Kane,  "but  you  gain 
growth  potential  and  protection 
against  the  eroding  power  of 
inflation."  Kane  says  individual 
investors  should  focus  on  educat- 
ing themselves  and  creating  a 
true  needs  analysis.  "People's 
expectations  for  retirement  are 
higher  these  days.  They  want  to 
live  different  lives  from  their  own 
grandparents.  They  have  to  factor 
in  a  longer  retirement  and  higher 
medical  costs.  That's  why  ten 
years  ago  we  created  the  MainStay 
Funds  to  help  meet  the  equity 
product  challenge." 

Whether  you're  investing  in 
equities  within  the  variable  annuity 


shell  or  not,  Kane  stresses,  it's 
important  to  determine  your  risk 
tolerance.  "You  can't  be  a  market 
timer,  but  at  the  same  time,  you 
can't  tell  people  not  ever  to  look  at 
the  financial  pages  or  listen  to  the 
numbers  at  the  end  of  the  day  on 
the  radio.  Nobody  likes  risk,  but 
some  people  are  able  to  tolerate 
more  of  it,  especially  if  their  time 
horizon  is  a  long  one.  I  think  the 
younger  generation  knows  that. 
The  first  question  young  profes- 
sionals who  are  just  starting  at 
MainStay  ask  when  they  walk  into 
my  office  is,  'When  can  I  start 
contributing  to  my  401(k)  plan?' 
The  second  question  is  'Do  we 
have  really  aggressive  funds?'  " 

Experts  agree  that  to  make  vari- 
able annuities  a  viable  option,  it's 
important  to  remember  that  you 
should  leave  the  money  alone  for 
at  least  ten  years  after  signing  up, 
and  that  you  should  make  periodic 
withdrawals  instead  of  a  lump  sum 
when  you  need  to  use  the  money. 


BUILDING 

WEALTH 


Three  critical  variables  will 
determine  the  ultimate  size  of  youi 
retirement  nest  egg:  how  soon  you 
begin  to  save,  how  much  you  save 
and  how  well  your  investments 
perform.  You  can  control  the  first 
two,  and  while  the  third  factor  will 
be  influenced  by  your  investment 
selections,  it  cannot  be  controlled. 
That's  why  it  is  so  important  that 
you  plan  your  investment  portfolio 
carefully. 

While  every  expert  we  spoke  to 
agreed  that  aggressive  investing  is 
the  key  to  any  retirement  plan, 
there  are  also  several  other  factors 


Why  hot  stock  tips 
don't  add  up 
to  a  sound 
financial  plan. 


It's  tempting  to  believe  that  a  few  wildly  successful 
investments  are  all  you  need  to  secure  your  financial  future. 
If  only  it  were  that  easy.  Naturally,  everyone  wants  their 
money  to  grow  as  quickly  as  possible.  But  for  most  people, 
waiting  for  that  one  hot  tip  isn't  enough. 

At  American  Express  Financial  Advisors,  we  believe  that 
the  key  to  achieving  financial  independence  is  a  long-term 
plan  tailored  to  your  situation  and  goals.  Unlike  some  other 
companies  which  use  a  standard,  one-size-fits-all  approach,  we 
offer  more  than  10  different  services  that  can  be  customized  to 
meet  your  unique  needs.  So  while  investments  are  part  of  the 
story,  we  can  also  advise  you  on  issues  including  retirement 
planning,  education  funding,  taxes,  insurance  and  estate  planning. 

When  you  take  control  of  your  financial  future,  you  make 
your  own  luck.  Meet  with  an  American  Express  financial 
advisor  today  and  discover  how  we  can  help  you  do  more. 


Financial 
Advisors 


To  discover  how  an  American  Express  financial  advisor 
can  help  you  do  more,  call 

1-800-GET  ADVICE 


http://www.americanexpress.com/ advisors 


American  Express  Financial  Advisors  makes  investments  available  through  American  Express  Financial  Advisors  Inc. 
and  insurance  available  through  other  American  Express  affiliates  and  authorized  providers. 
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RETIREMENT  PLANNING 

to  consider.  Numerous  financial 
authorities  have  cautioned  that 
many  Americans  have  under- 
invested  in  equities.  But  some 
investors  choose  conservative 
money  market  accounts  simply 
because  they  don't  feel  they  have 
the  time  to  monitor  their  invest- 
ments. A  better  choice  for  the  pas- 
sive investor  could  be  as  simple  as 
switching  to  an  index  fund.  Other 
investors  prefer  to  be  more  active, 
choosing  for  their  varied  retirement 
accounts  not  only  mutual  funds, 
but  also  those  that  allow  for  the 
trading  of  individual  stocks.  Their 
needs  are  different.  People  who  are 
already  retired  need  yet  another 
financial  scenario  to  determine 
exactly  how  much  they  should 
have  invested  in  equities  and  how 
much  in  income-producing  bonds. 
Should  you  introduce  laddered 
bonds  into  your  portfolio  —  and  at 
what  stage?  Finally,  how  often 
should  you  rebalance? 

Selecting  specific  investments  for 
your  retirement  plan  can  be  like 
putting  together  a  difficult  jigsaw 
puzzle.  "We  are  working  very 
actively  to  provide  clear  communi- 
cation to  401(k)  plan  members 
about  what  investment  options  they 
really  have  available  to  them  under 
the  plans  we  offer,"  says  Jim  Sager, 
associate  director  of  Pension 
Investment  Services  at  The 
Principal  Financial  Group. 

"Trying  to  understand  exactly 
which  funds  are  appropriate  can  be 
very  time-consuming  and  confusing 
to  plan  members,"  Sager  continues. 
"One  of  our  solutions  was  to  name 
our  accounts  in  a  way  that  is  highly 
descriptive.  For  example,  our 
Large  Company  Value  Stock 
Account  tells  you  exactly  what  it  is. 


EXPERTS  RECOMMEND 
LADDERING  YOUR 

FIXED-INCOME 
INVESTMENTS  BY 
PURCHASING  EQUAL 
AMOUNTS  OF 
TREASURY  NOTES 
MATURING  IN  ONE,  TWO, 
THREE,  FOUR  AND  FIVE 
YEARS,  AND  ALL  THE  WAY 
UP  TO  TEN  YEARS. 


The  plan  member  knows  by  reading 
the  name  of  the  account  what  they 
are  investing  in  —  they  don't 
necessarily  have  to  read  an  account 
description  just  to  understand  the 
name.  We  also  offer  only  pure 
investment  accounts.  We  direct 
our  portfolio  managers  to  invest  in 
just  one  asset  class.  For  example, 
in  our  U.S.  Stock  Account,  the 
portfolio  manager  can  invest  in  any 


type  of  stock  whose  company  is 
headquartered  in  the  U.S.  He  or 
she  can't  jump  back  and  forth 
between  money  market  or  foreign 
and  domestic  stock  investments. 
The  whole  idea  behind  restricting  a 
portfolio  manager  is  to  help  a  plan 
member  decide  how  to  allocate 
their  assets.  As  long  as  they  are 
investing  in  pure  investment 
accounts,  this  helps  to  simplify  the 
asset  allocation  process." 

With  nearly  5,000  mutual 
funds  to  choose  from,  any  aid  to 
sorting  through  the  myriad  of  fund 
prospectuses  is  welcome.  Within 
each  fund,  as  Principal's  Sager 
believes,  there  is  also  an  enormous 
diversity  in  investment  policies. 
"Investors  often  don't  have  the  time 
or  inclination  to  do  all  the  research 
needed  to  work  their  way  through 
the  mutual  fund  maze  of  5,000 
offerings,"  says  Sager.  "To  facilitat 
the  process,  we  also  promote  about 
50  low-cost,  popular  mutual  funds 
outside  of  our  own  investment 
accounts.  Dealing  with  only  50 
funds  allows  us  to  work  closely 
with  plan  sponsors  and  other 
money  managers,  to  design 
integrated  enrollment  materials  so 
that  plan  members  can  easily  do 
meaningful  comparisons  and  make 
the  correct  choice." 

Fortunately,  over  the  long  run, 
the  success  of  your  retirement 
investment  objectives  will  depend 
much  more  on  how  you  allocate 
your  assets  among  stocks,  bonds 
and  short-term  reserves.  "The  real 
retirement  crisis  is  not  so  much 
that  people  aren't  contributing  to 
their  401(k)s,"  says  Stuart  Novek, 
vice  president  of  retail  marketing  at 
Janus  Funds,  "but  that  they 
are  so  grossly  underinvested  in 
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equities.  Most  financial  advisers 
Consulting  with  an  investor  whose 
'etirement  is  20  or  30  years  away 
would  recommend  investing  the 
ion's  share  of  their  money  in 
equities.  A  lot  of  investors'  funds, 
nowever,  are  still  heavily  skewed 
:owards  fixed-income  and  money 
market  funds.  That  just  doesn't 
make  sense.  If  ever  there  was  a 
.olace  where  you  needed  to  take  on 
mgher  short-term  risk  with  the 
DOtential  long-term  rewards  of 
aquities,  it's  in  retirement  savings." 

Most  investors  share  the  same 
->asic  investment  objectives  — 
current  income,  safety  of  principal 
and  growth  of  capital.  The  differ- 
ences among  investors  hinge  on 


deciding  how  to  pursue  these 
objectives,  which  ones  to  empha- 
size at  various  times  and  to  what 
degree.  "Within  the  world  of  equi- 
ties, you  want  to  make  sure  that 
the  right  types  of  funds  are  in  the 
tax-advantaged  places,"  says  Janus' 
Novek.  "For  example,  a  growth 
and  income  fund  generating 
dividends  should  be  in  your  retire- 
ment savings  instead  of  your  non- 
retirement  portfolio,  because  you'll 
be  taxed  at  a  lower  rate  when  you 
eventually  withdraw  funds." 

Novek  also  points  out  the 
advantage  of  placing  actively 
managed  funds  with  high  turnover 
rates  in  your  retirement  portfolio. 
"If  you  have  a  fund  with  150%  or 


200%  turnover,"  he  says,  "that  fund 
will  generate  significant  capital 
gains  distributions  for  you.  You'll 
feel  a  big  tax  bite  unless  that  fund 
is  in  your  retirement  savings. 
Lower  turnover  funds,  on  the  other 
hand,  make  sense  for  your  non- 
retirement  savings." 
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Savvy  investors  ten  years  away 
from  retirement  who  watched  the 
bond  debacle  of  1994  should 
consider  the  key  strategy  of  putting 
together  a  laddered  bond  portfolio. 
A  laddered  portfolio  of  bonds 
means  that  you  own  a  series  of 


The  Montgomery  Growth  Fund. 
An  ideal  retirement  home  for  your  IRA. 


Morningstar  Rating  for  three  years  ending  9/30/96. 

l8.74%  27.27% 

One  Year  Life  of  Fund  (9/30/93) 

Average  annual  total  returns  for  the  period  ending  g/^o/g6. 

How  do  you  prepare  for  your  financial  future?     may  cost,  what  you  do  with  your  IRA  is  more 
Consider  the  investment  that  just  earned  a  five-star     important  than  ever. 
Morningstar  rating — The  Montgomery  Growth  Fund.         We'd  be  pleased  to  send  you  details.  For  a  prospectus, 
The  Fund  has  also  posted  impressive  three-year     simply  contact  us  by  phone  or  through  our  web  site, 
numbers,  and,  while  past  performance  is  no  guarantee  Jj?foj 

of  future  results,  we  believe  it  is  a  promising  long-  (800)  57"^~3^^3 

term  investment.  Considering  what  the  future  Jggfa-'t  www.xperts.montgomery.com/1 


The  Montgomery  Funds 
Invest  wisely? 

Return  and  principal  value  of  an  investment  will  fluctuate  so  thai  your  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  Morningstar  proprietary 
ratings  reflect  historical  risk-adjusted  performance.  The  ratings  are  subject  to  change  every  month.  Morningstar 's  ratings  are  calculated  from  the  funds'  three,  five,  and  ten-year 
average  annual  total  returns  (if  available)  in  excess  of  go-day  Treasury  bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below 
go-day  T-bill  returns.  10%  of  the  funds  in  an  investment  category  receive  five  stars.  The  Montgomery  Growth  Fund  is  100%  no-load  with  a  si, 000  minimum  initial 
investment.  For  complete  information,  including  charges  and  expenses,  call for  a  prospectus  to  read  carefully  before  investing.  Montgomery  Securities,  Distributor  (J 2/96). 
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bonds  with  a  range  of  maturities. 
Experts  recommend  laddering  your 
fixed-income  investments,  for 
example,  by  purchasing  equal 
amounts  of  Treasury  notes  matur- 
ing in  one,  two,  three,  four  and  five 
years,  and  all  the  way  up  to  ten 
years.  If  interest  rates  rise,  you 
can  reinvest  the  proceeds  of  that 
bond  at  a  higher  rate  and  if 
interest  rates  fall,  you'll  still  be 
getting  high-interest  income  from 
your  longer-term  investments.  To 
maintain  the  average  you've  set  up, 
simply  replace  each  group  of  bonds 
as  it  matures  with  an  equivalent 
amount  that  will  mature  in  ten 
years.  Investors  with  substantial 
assets  whose  tax  rate  is  above  28% 
may  want  to  consider  a  ladder  of 
municipal  bonds,  which  typically 
requires  a  minimum  investment  of 
$100,000.  The  tax  savings  will 
probably  make  the  higher  transac- 
tion costs  worthwhile. 


INVESTMENTS 

There's  always  a  bull  market 
occurring  somewhere  in  the  world, 
and  chances  are  it's  outside  the  U.S. 
When  you  invest  overseas,  it  means 
you  are  not  entirely  at  the  mercy  of 
the  U.S.  financial  markets.  Owning 
foreign  stocks  or  mutual  funds  that 
invest  abroad  actually  reduces  your 
risk.  Retirement  experts  advise  that 
most  investors,  including  retirees, 
should  keep  10%  to  35%  of  long- 
term  stock  investments  in  foreign 
stocks  or  funds  that  buy  them. 
"You  can  see  these  markets  rise  and 
fall,"  says  Ray  Cunningham,  nation- 
al sales  manager  at  GT  Global. 
"Any  one  market  can  be  quite 
volatile,  but  historically,  for  the 


RETIREMENT  EXPERTS 
ADVISE  MOST  INVESTORS, 
INCLUDING  RETIREES, 
TO  KEEP  10%  TO  35% 
OF  LONG-TERM  STOCK 
INVESTMENTS  IN  FOREIGN 
STOCKS  OR  FUNDS 
THAT  BUY  THEM. 


long-term  investment  strategy, 
international  investments  make 
sense.  Institutional  investors  used 
international  markets  early  on  to 
control  the  investment  cycle  risk 
factor  and  to  add  an  investment 
return,"  Cunningham  continues. 
"Individual  investors  should  follow 
their  lead." 

John  Story,  executive  vice 
president  at  Montgomery  Asset 
Management,  agrees.  "The  sophis- 
ticated corporate  institutional 
investors  long  ago  recognized  the 
need  for  diversifying  their  portfo- 
lios and  including  international 
investments  —  15%  to  20%  of  many 


large  institutional  accounts  are 
invested  in  offshore  or  interna- 
tional investments.  Individual 
investors  are  beginning  to  recog- 
nize that  international  investments 
are  both  a  diversification  and  risk- 
reduction  strategy." 

GT  Global's  Cunningham  advis- 
es deciding  first  whether  you're 
looking  for  conservative  growth 
or  want  to  be  more  aggressive. 
"When  purchasing  international 
funds,  you  should  use  the  same 
mandate  you  use  to  determine  the 
risk  and  return  comfort  ratio  of 
your  U.S.  portfolio.  Only  then 
should  you  decide  how  to  diversify 
your  assets  within  those  classes. 
If  your  interest  is  in  lowering  your 
risk,  we  believe  your  portfolio 
should  contain  a  65%  U.S.  and 
35%  international  mix.  If  you 
want  to  be  aggressive,  75% 
international  and  25%  U.S.  would 
be  a  significant  commitment." 

The  international  marketplace 
offers  an  increasing  number  of 
investments  to  choose  from.  "In 
1987,"  says  Cunningham,  "there 
were  132  global  investments  avail- 
able in  the  public  universe.  As  of 
August  1996,  there  are  over  1,300 
That's  a  900%  increase  in  funds 
available  to  individual  investors." 

The  greatest  growth  potential  foi 
the  rest  of  this  decade  is  outside 
the  U.S.,  Cunningham  believes. 
"Diversified  foreign  or  emerging- 
market  stock  funds  are  smart 
choices,"  he  says.  "I'm  selectively 
optimistic  about  southeast  Asia, 
where  we  believe  the  slowdown  hat 
bottomed."  Choosing  the  right 
international  fund  can  be  as  com- 
plicated as  choosing  U.S.  funds, 
and  with  a  401(k)  plan,  you  often 
don't  have  a  wide  selection.  "A  lot 


WHY  DIVERSIFY 
INTO  BOND  FUNDS? 


•  Earn  attractive  yields  on  short-term  reserves 

•  Reduce  the  volatility  of  an  all-stock  portfolio 

•  Generate  a  steady  stream  of  income 

Bond  funds  can  give  your  portfolio  significant  advantages  you  may  want 
to  consider.  Many  short-term  bond  funds  offer  higher  yields  than  money 
funds,  with  only  minimal  additional  risk — and  if  they're  tax-free  bonds, 
you  may  do  even  better  because  you  keep  more  of  the  money  you  earn. 
Bond  funds  may  also  help  lower  risk  by  spreading  assets  across  a  wider 
variety  of  investments,  lessening  the  impact  of  any  one  of  them.  (Lower 
risk  may  mean  somewhat  lower  returns.)  And  most  bond  funds  declare 
dividends  monthly,  making  them  an  excellent  investment  for  providing 
a  regular  income  stream.  Of  course,  a  bond  fund's  yield  and  share  price 
will  vary  as  interest  rates  change. 

For  more  information,  call  24  hours  for  a  free  guide 

1-800-541-6147 


Invest  With  Confidence 

T.RoweRice 


9L 


T.  Rovve  Price  Investment  Services,  Inc.,  Distributor. 
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)f  plan  sponsors  make  their  asset 
dlocation  decisions  in  this  way: 
They  pick  seven  classes  and  then 
hrow  in  an  international  mutual 
und  as  an  afterthought.  Plan 
sponsors  need  to  open  up  the 
nvestment  menu  to  include  a 
setter  representation  of  interna- 
ional  asset  classes.  When  partici- 
pants ask  for  it,  sponsors  usually 
vant  to  cooperate." 

Cunningham  stresses  the  need 
;o  educate  yourself  and,  when 
lecessary,  to  ask  for  financial 
idvice.  "You  have  to  be  very 
driven  to  ask  the  right  kind  of 
questions,"  he  says,  "To  under- 
stand the  sometimes  complex 
inswers,  the  average  investor  often 
ihould  depend  on  his  or  her  invest- 
ment adviser.  We  are  constantly 
educating  the  broker/dealer  com- 
nunity  about  international  events 
that  impact  our  investment  strate- 
gies. We  support  the  investor/ 
idviser  universe  very  directly." 

REVIEWING  YOUR 

PORTFOLIO 

Reviewing  your  saving  and 
nvesting  patterns  forces  you  to  be 
"esponsible  about  your  own  finan- 
cial future.  "Obviously,"  says 
jvlerrill  Lynch's  Coscia,  "reviewing 
I /our  portfolio  is  based  on  personal 
situations,  objectives  and  circum- 
stances that  happen  during  the 
year  that  might  have  an  effect  on 
/our  planning  process.  I  recom- 
mend balancing  your  portfolio  a 
minimum  of  once  a  year." 

You  may  also  find  that  market 
orces  have  substantially  altered 
he  asset  mix  from  your  original 
guidelines,  increasing  the  percent- 
age of  your  retirement  assets 


invested  in  stock  funds,  subjecting 
your  portfolio  to  more  risk 
exposure  than  you  may  want. 

"I  think  it's  smart  to  look  at 
your  portfolio  on  a  quarterly 
basis,"  says  MainStay's  Kane. 
"Financial  planners  and  brokers 
can  assist  you.  They  can  add  disci- 
pline when  you  might  be  tempted 
by  time  constraints  to  let  it  slide. 
Technology  has  also  simplified  the 
process  for  us  —  there  are  now 
computer  programs  that  will  auto- 
matically rebalance  your  portfolio 
for  you.  I  believe  that  to  really 
make  sure  your  investments  mirror 
your  objectives,  you  need  to  review 
four  times  a  year." 

Try  to  avoid  the  temptation  to 
alter  your  mix  because  of  emotion- 
al reactions  to  short-term  econom- 
ic and  financial  market  conditions. 
Trying  to  time  the  market  could 
throw  you  off  course  and  under- 
mine a  well-planned  retirement 
strategy.  "When  you've  set  up  a 
systematic  investing  program  with 
the  right  asset  allocation  mix,"  says 


Janus'  Novek,  "you  should  then  sit 
back  and  relax.  Don't  worry  about 
market  gyrations.  I  think  rebal- 
ancing at  the  margin  once  a  year 
makes  sense  for  most  investors." 

PERFECTING  YOUR 

GOLF  SWING 

Once  you've  retired,  the  last  thing 
you  want  to  worry  about  when 
you're  out  on  the  greens  perfecting 
your  golf  swing  is  whether  your 
investments  are  keeping  pace  with 
inflation.  In  order  for  you  to  enjoy 
a  comfortable  and  secure  retire- 
ment, however,  it's  crucial  that 
your  investments  generate  current 
income.  "One  of  the  mistakes  that 
people  make  when  they  hit  retire- 
ment is  to  change  their  portfolios 
dramatically,"  says  Janus'  Novek. 
"They  will  probably  live  for  many 
more  years,  and  they  still  need  to 
make  a  significant  commitment  to 
equities.  The  bottom  line  is  that 
equities  are  the  best  asset  class  to 
meet  long-term  goals.  It's  impor- 
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[retirement  planning 

tant  to  remember  that  once  you 
retire  you'll  likely  have  a  lot  of 
years  to  look  forward  to.  That 
means  you  still  have  long-term 


goals,  so  you  need  to  maintain 
some  exposure  to  equities." 

Montgomery's  John  Story 
concurs.  "When  people  are  60  or 


Today,  more  and  more  people  are  setting  their  own  investment  course  for 
retirement.  Where  should  you  invest  the  money  in  your  40i(k),  SEP,  or  IRA? 
Should  you  be  investing  in  mutual  funds?  Which  mutual  funds  should  you 
choose?  Over  fifty  percent  of  the  $10  billion  in  assets  under  management  in  The 
MainStay"  Funds  and  MainStay  Institutional  Funds  Inc.  are 
invested  in  retirement  plans.  Call  for  our  free  booklets,  Guide 
to  Investing  and  Navigating  through  the  Star  Ratings,  and  a 
free  prospectus  which  contains  more  complete  information 
including  advisory  fees,  other  expenses,  and  share  classes.  No 
one  can  guarantee  that  your  ship  will  come  in,  but  it  can 
certainly  help  to  have  the  guidance  of  an  experienced  crew. 

Call  I-800-MainStay.  Don't  Miss  The  Boat. 

Investors  should  read  the  prospectus  carefully  before  investing  or  sending  money.  Most  MainStay  Funos 
currently  offer  two  classes  of  shares.  You  should  consider,  when  deciding  whether  to  purchase  a  particular 
class  of  shares,  the  investment  amount,  anticipated  holding  period,  and  other  relevant  factors.  NYLIFE 
™  Distributors  Inc.,  the  distributor,  member  NASD,  260  Cherry  Hill  Road,  Parsippany,  NJ  07054,  is  an 
indirect  wholly  owned  subsidiary  of  New  York  Life  Insurance  Company.  ©1996.  All  Rights  Reserved. 


65  years  of  age,  they  become 
conservative  investors  with  an  eye 
toward  the  preservation  of  their 
capital  or  income.  This  can  be  a 
huge  mistake.  That  strategy  was 
established  50  years  ago  and  was 
based  on  a  life  span  of  70.  If 
you  continue  to  implement  that 
strategy,  you  could  well  outlive  all 
of  your  assets." 

Story  cites  his  mother,  who  is  86. 
as  a  perfect  example.  "My  mother 
would  be  out  of  money  if  I  had  kept 
her  investment  portfolio  in  conserv- 
ative funds,"  he  says.  "My  advice  to 
my  mother  for  the  last  20  years  has 
been  to  maintain  a  growth  posture 
in  her  portfolio  with  a  minimal 
amount,  no  more  than  10%,  allocat- 
ed to  safe  income  vehicles  for  emer- 
gencies —  in  her  case,  a  bank  CD 
and  her  checking  and  savings 
account.  She's  only  earning  2.2% 
interest  on  that  10%,  which  drives 
me  crazy,  but  it  gives  her  comfort." 

Story  has  diversified  the  rest  of 
his  mother's  assets  in  both  conserv- 
ative and  aggressive  investment 
vehicles,  including  a  mix  of 
balanced  and  emerging  markets 
funds.  "Ninety  percent  of  her  assets 
are  either  growth,  or  growth  and 
income.  We  don't  have  any  income 
only  vehicles  in  that  mix." 

What  if  an  unexpected  need  for 
income  arises  and  you  don't  have 
enough  set  aside  in  your  cash  flow 
fund?  "You  can  sell  a  few  shares  of 
your  investment  portfolio,"  Story 
says.  "It's  better  to  keep  your 
investments  oriented  toward  growth 
and  income  and  to  use  some  capital 
gains  if  you  need  something  for  an 
unforeseen  expense,  instead  of 
orienting  your  portfolio  merely 
toward  income,  which  may  not 
keep  pace  with  inflation.  You  can 
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[always  draw  down  some  capital 
i;ains  if  you  need  cash  flow." 

Most  Americans  today  take  for 
granted  that  their  retirement  will 
pffer  a  chance  for  leisure  and 
freedom  from  the  rigors  of  their  reg- 
ular jobs.  Maybe  your  vision 
includes  a  small  ranch  in  Montana 
Ivhere  you'll  ride  the  range  on 
S  Smoky.  Once  you've  accumulated 
'he  wealth  that  allows  you  to  kick 
(  lack  and  relax,  you  have  to  decide 
(exactly  how  to  distribute  your 
retirement  assets.  You  also  want 
ilo  leave  more  than  your  saddle 
behind  for  your  heirs.  "Whether 
Lou're  30,  40,  50  or  60,"  says 
j Montgomery  s  Story,  "I  believe  it  is 
bxtremely  important  to  either  edu- 


cate yourself  or  seek  some  advice. 
There  are  all  kinds  of  sources,  and 
you  don't  always  have  to  pay  a  lot  of 
money  for  it.  Computer  programs, 
available  from  myriad  financial  ser- 
vice companies,  can  be  a  good  first 
step.  Talking  to  a  broker  or  an 
adviser  can  help  you  determine 
your  investment  profile,  which  in 
turn  will  lead  to  a  more  appropriate 
asset  mix.  Advisers  can  also  help 
you  wade  through  the  often  compli- 
cated regulations  that  govern  the 
withdrawal  of  your  assets." 

VALIC's  West  agrees.  "You  not 
only  have  to  make  sure  your  retire- 
ment assets  will  last  during  your 
retirement,  you  also  want  to  think 
about  how  to  pass  them  along  to 


your  heirs.  It's  important  to  think 
not  only  about  retirement  but  also 
beyond  retirement  when  you're  in 
the  planning  stages  and  starting 
to  accumulate  wealth.  Talking 
personally  to  a  financial  adviser 
can  help  you  fine-tune,  maximize 
and  achieve  your  financial  goals." 

There  are  a  number  of  critical 
decisions  to  be  made  not  only 
when  planning  your  retirement, 
but  also  when  you're  enjoying  the 
time  off.  "Our  motto,"  says  Story, 
"is  invest,  don't  save,  for  retire- 
ment. That  motto  covers  the 
golden  years  as  well."  ■ 

Cecily  Patterson  is  a  freelance  business 
writer  based  in  Portland,  Oregon. 


Benham  Income  &  Growth  Fund 


Preparing  for  retirement  often 
means  taking  a  more  conserva- 
tive approach  to  stock  investing. 

Benham  Income  &  Growth  Fund 
is  managed  using  an  index -based 
strategy  that  focuses  on  the  1,500 
largest  U.S.  companies.  Its 
objective  is  to  match  the  risk 
characteristics  of  the  S&P  500 
while  providing  a  higher  total 
return  and  dividend  yield. 


Average  Annual  Total  Returns 

(Inception  12/17/90—9/30/96) 


Benham  Income  &  Growth  Fund 


S&P  500 


18.07% 
17.11% 


Upper  Average* 


15.46% 


Performance  is  historical  and  does  not  guarantee  future  results. 


The  Fund  is  no-load,  so  you  pay 
no  sales  commissions.  And  its 
operating  expenses  (0.67%  of 
assets)  are  well  below  the  Growth 
&  Income  Funds'  category 
average  (1.28%).  Source:  Upper 
Analytical  Services,  Inc.  9/30/96. 

To  transfer  or  rollover  retirement 
assets,  call  today  for  a  free  IRA 
investment  guide,  which 
includes  a  prospectus. 


Call  1-800-345-2021 

□  The  Benham  Group" 

Part  of  the  Twentieth  Century  Family  of  Mutual  Funds 

20.66%      15.57%  are  the  Fund's  average  annual  total  returns  for  the  one-  and  five-year  periods  ending  9/30/96.  Hie  free  investment  guide 
contains  a  prospectus  with  more  complete  information,  including  management  fees  and  expenses.  Please  read  the  prospectus  carefully 
before  you  invest.  Share  price  and  yield  will  vary,  so  that  shares  sold  may  be  worth  more  or  less  than  their  original  cost.  The  S&P  500  is  an  unman- 
aged  index  of  common  stocks  considered  to  he  representative  of  the  stock  market  as  a  whole  and  is  not  an  investment  product  available  for  purcliase. 
Upper  Analytical  Services,  Inc.  Twentieth  Century  Securities,  Inc. 


Apple  Computer  is  poised  to  start  selling  a  radically  new  operating  system 
that  might  be  better  than  anything  you  have  used  before.  To  take  advantage  of  it, 
you  would  have  to  toss  out  a  lot  of  hardware,  software  and  learning. 
Are  you  prepared  to  do  that? 

David  Amelio 
versus 

Goliath  Gates 


By  Nikhil  Hutheesing 

"One  day,  everything  Bill  Gates  has  sold  you  up  to  now, 
whether  it's  Windows  95  or  Windows  97,  will  become 
obsolete,"  declares  Gilbert  Amelio,  the  boss  at  Apple  Com- 
puter. "Gates  is  vulnerable  at  that  point.  And  we  want  to 
make  sure  we're  ready  to  come  forward  with  a  superior 
answer." 

Bill  Gates  vulnerable?  Apple  would  swoop  in  and  take 
Microsoft's  customers?  Ridiculous!  Impossible!  In  the  last 
fiscal  year,  Apple  lost  $816  million;  Microsoft  made  $2.2 
billion.  Microsoft  has  a  market  value  thirty  times  Apple's. 

Outlandish  and  grandiose  as  Amelio's  idea  sounds,  it 
makes  sense  for  Apple  to  think  in  such  big,  bold  terms. 
Apple  is  in  a  position  where  standing  pat  almost  certainly 
means  slow  death. 

It's  a  bit  like  a  patient  with  a  probably  terminal  disease 
deciding  to  take  a  chance  on  an  untested  but  promising 
new  drug.  A  bold  strategy  is  the  least  risky  strategy.  As 
things  stand,  customers  and  outside  software  developers 
alike  are  deserting  the  company.  Apple  needs  something 
dramatic  to  persuade  them  to  stay  aboard.  A  radical 
redesign  of  the  desktop  computer  might  do  the  trick.  If 
they  think  the  redesign  has  merit,  they  may  feel  compelled 
to  get  on  the  bandwagon  lest  it  leave  them  behind. 

Lots  of  "ifs,"  but  you  can't  accuse  Amelio  of  lacking 
vision.  Today's  desktop  machines,  he  says,  are  ill-equipped 
to  handle  the  coming  power  of  the  Internet.  Tomorrow's 
must  accommodate  rivers  of  data,  multimedia  and  multi- 
tasking (juggling  several  tasks  simultaneously). 

We're  past  the  point  of  upgrading,  he  says.  Time  to  scrap 
your  operating  system  and  start  over.  The  operating  system 
is  the  software  that  controls  how  your  computer's  parts 
(memory,  disk  drives,  screen)  interact  with  applications  like 


games  and  Web  browsers.  Once  you've  done  that,  buy  new 
applications  to  go  with  the  reengineered  operating  system. 

Amelio,  53,  brings  a  lot  of  credibility  to  this  task.  His 
resume  includes  both  a  rescue  of  National  Semiconductor 
from  near- bankruptcy  and  16  patents,  including  one  for 
coinventing  the  charge -coupled  device. 

But  where  is  Amelio  going  to  get  this  new  operating 
system?  From  Be,  Inc.,  in  Menlo  Park,  Calif.,  a  half- 
hour's  drive  from  Apple's  Cupertino  headquarters,  a  hot 
little  company  founded  by  ex-Apple  visionary  Jean-Louis 
Gassee.  Its  BeOS,  now  undergoing  clinical  trials,  is  that 
radical  redesign  in  operating  systems  that  Amelio  is  talk- 
ing about.  Married  to  hardware  from  Apple  and  Apple 
doners,  the  BeOS  just  might  be  a  credible  competitor  to 
Microsoft's  Windows,  which  runs  on  IBM-compatible 
hardware. 

Be,  Inc.,  only  six  years  old,  showed  up  just  in  time. 
Apple's  own  effort  to  produce  a  revolutionary  OS  advance 
has  foundered,  and  the  man  responsible  for  leading  that 
effort,  Isaac  Nassi,  quit  a  few  weeks  ago.  It  now  appears 
that  Apple  will  pay  a  large  sum  to  acquire  rights  to  the  Be 
operating  system.  If  Apple  buys  Be  outright — for  a  sum 
that  would  probably  top  $100  million — it  will  reacquire  an 
inspired  product  designer  who  could  reignite  the  sort  of 
fanaticism  that  defined  Apple's  customer  base  in  its  early 
days.  Gassee,  a  52-year-old  French  mathematician,  spent 
nine  years  at  Apple  before  quitting  to  found  Be.  Apple  isn't 
prepared  to  announce  a  deal  with  Be  before  a  Dec.  4  board 
of  directors  meeting.  But  here  is  the  gist  of  what  is  likely  to 
happen: 

Apple  buys  or  licenses  the  new  Be  operating  system.  This 
is  a  futuristic  piece  of  software  designed  to  take  advantage 
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>f  high- bandwidth  applications  like  rummaging  through 
tet  loaded  with  pictures,  voice  and  video.  The  Be 
ting  system  is  blended  with  some  features  from  Cop- 

and,  die  half-completed  project  that  Apple  has  been  work- 
ing on  as  a  next-generation  operating  system.  The  blend — 
let's  call  it  Be-Mac — may  end  up  looking  a  lot  more  like  Be 
dian  Copland. 

Besides  strength  in  multimedia,  another  important  fea- 
ture of  BeOS  is  that  it  can  control  a  computer  containing 
not  one  but  two  or  more  brains,  or  microprocessors..  Apple 
is  already  selling  dual-processor  machines.  Equipped  with 
BeOS,  these  high-powered  boxes  would  make  multitask- 
ing a  lot  easier,  faster  and  more  crash-proof  than  it  is  on 
today's  machines. 

With  this  equipment,  you  could,  for  example,  simulta- 
neously have  your  Web  browser  downloading  a  giant  video 
file  in  the  background  while  you  type  away  on  a  memo  in 
the  foreground.  Or  you  could  be  receiving  a  fax  while  read- 
ing a  memo  and  watching  a  basketball  game  in  the  corner 
of  your  screen.  Or  you  could  run  a  four- way  video  confer- 
ence call.  Your  computer  screen  might  show  three  faces  and 
a  budget  spreadsheet  that  the  four  of  you  are  simultane- 
ously editing. 

For  the  moment,  BeOS  is  built  to  run  best  on  PowerPC 
chips.  These  chips,  rivals  to  Intel's  Pentium  line,  power 
most  of  today's  Apple  Macintoshes.  Later,  Be,  Inc.  (or  the 
Be  division  of  Apple)  would  rewrite  its  huge  OS,  creating  a 
new  version  that  runs  on  Intel  chips.  Be,  that  is,  could  sell 
software  into  the  IBM-compatible  world,  a  vastly  larger 
market  than  the  Apple  market.  That  is  precisely  where  it 
could  hurt  Bill  Gates  and  Microsoft. 

Amelio's  ultimate  goal:  with  or  without  owning  Be,  get 
half  of  Apple's  revenues  from  software  over  the  next  sever- 
al years,  up  from  some  10%  now. 

What  about  the  old  Mac  operating  system,  the  one  that 
runs  the  existing  25  million  Apple  Macintoshes?  It  will  con- 
tinue on  as  a  ghost  on  new  Macs — the  new  operating 
system  will  be  able  to  imitate  its  features.  Programs  that  run 
on  the  old  Mac  OS  survive  as  a  relic,  much  like  the  dusty 
albums  that  can  still  be  played  on  the  turntable  connected 
to  your  CD-equipped  stereo. 

This  much  is  clear:  Amelio  is  gambling  that  customers 
and  software  developers  will  be  willing  to  invest  in  a  new 
operating  system.  If  they  won't,  Apple's  future  is  dismal. 

Will  they?  It's  too  early  to  say  how  computer  users  will 
react  to  the  new  Be-Mac,  since  BeOS  is  now  circulating 
only  among  programmers,  in  a  so-called  beta  version. 

As  for  developers,  Be  claims  that  1 ,000  are  working  on 
programs  for  BeOS,  although  we  couldn't  get  any  big 
developers  to  say  they  are  in  that  group.  Microsoft,  of 
course,  is  the  biggest  application  software  company  as  well 
as  the  biggest  OS  publisher.  Is  Mcrosoft  going  to  write  pro- 
grams to  run  with  Be?  Its  coy  answer:  We  will  if  enough 
computer  users  want  it. 

Here's  the  old  chicken-and-egg  problem  of  computer 
platforms.  You  get  users  on  board  if  there  are  a  lot  of  appli- 
cations. But  developers  will  write  the  applications  only  if 
there  are  a  lot  of  users  to  sell  to. 

One  way  to  get  the  ball  rolling:  Invite  competition  on 
the  hardware  side,  by  publishing  the  engineering  specifica- 
tions for  the  computer.  Such  an  "open"  system  goes  a  long 


way  to  explaining  the  triumph  of  the  IBM-compatible  PC: 
For  the  past  1 5  years,  PC  developers  who  write  a  new  pro- 
gram have  been  writing  it  not  just  for  IBM's  customers  but 
also  for  the  customers  of  Compaq,  Dell,  Packard  Bell  and 
a  score  of  other  clonemakers.  Given  the  huge  cost  of  devel- 
oping a  new  game  or  word  processor  or  editing  program, 
it  makes  sense  to  go  after  the  fattest  markets  first.  A  lot  of 
software  developers  don't  even  bother  to  write  for  the 
Macintosh  any  more. 

Apple  belatedly  opened  the  Macintosh  to  cloning  in 
1994,  when  Michael  Spindler  was  chief  executive.  Since 
Spindler  was  bounced  in  February  and  Gil  Amelio  brought 
in  from  National  Semiconductor,  there  has  been  even  more 
encouragement  of  cloning.  It  fits  right  in  with  Amelio's 
plan  to  rely  less  and  less  on  hardware  for  profits. 

Power  Computing,  which  has  been  selling  Macintosh 
clones  since  May  1995,  plans  to  start  selling  a  powerful 
two-processor  version  for  $1,500.  Beginning  in  January, 
your  box  will  come  with  both  Mac  OS  and  BeOS.  DayStar 
and  Umax  are  already  selling  two-processor  Mac  clones. 
Motorola,  the  chip  company  that  makes  a  lot  of  the  Pow- 
erPC microprocessors  produced  today,  already  has  gotten 
into  the  computer  business  with  a  Macintosh -like  machine. 

Now,  why  should  computer  users  jump  on  board? 

One  reason  might  be  to  get  better  mileage  out  of  the 
time  you  spend  trolling  the  Internet.  With  bad  software, 
the  browser  preoccupies  the  processor,  even  if  the  proces- 
sor is  doing  little  but  twiddling  its  thumbs  while  waiting 
for  a  huge  picture  file  to  come  over  the  telephone  line.  You 
want  to  be  able  to  have  the  browser  working  in  the  back- 
ground while  you  move  on  to  other  tasks.  BeOS'  partisans 
claim  it's  better  than  Windows  95  at  this  kind  of  task  jug- 
gling. Windows  NT  is  good  at  multitasking  but  can't 
smoothly  display  multiple  activities  on  one  computer 
screen. 

But  here  is  the  catch:  This  powerful  new  OS  can  work  its 
magic  only  at  the  expense  of  being  incompatible  with  old 
software.  If  you  want  one  of  these  cool  new  machines,  and 
if  you  want  to  avail  yourself  of  all  its  powers,  be  prepared 
to  throw  out  your  old  software  and  start  over. 

Will  customers  stand  for  this?  Maybe.  Music  lovers  did, 
after  all,  put  aside  their  record  collections  and  buy  CDs. 
More  to  the  point:  Apple  fans  once  survived  a  platform 
upheaval. 

In  1984  Apple  all  but  abandoned  the  popular  Apple  II 
and  introduced  an  incompatible  machine  called  the  Mac- 
intosh. At  first,  consumers  and  software  developers  were 
furious.  Critics  predicted  Apple's  demise.  But  soon  devel- 
opers created  software  for  the  Mac,  and  people  started 
buying  Macs.  The  Mac  was  special:  You  controlled  the 
machine  with  a  point-and-click  mouse  rather  than  with 
cumbersome  coded  commands.  The  mouse  was  a  feature 
then  unknown  in  the  Microsoft  world.  The  Mac's  facility 
with  graphics  made  it  indispensable  for  certain  jobs,  like 
desktop  publishing.  In  time,  the  platform  developed  a  cult 
following. 

Six  years  later,  Microsoft  copied  many  of  the  Mac's  inno- 
vations with  its  Windows  3.1  operating  system.  But  note 
the  important  difference:  Microsoft  never  encouraged  its 
customers  to  discard  their  investment  in  old  software.  Bill 
Gates  has  painstakingly  led  his  customers  through  operat- 
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Be,  Inc.  Chief  Executive 

ing  system  upgrades  one  step  at  a    To  save  Apple  he  had 

time,  at  no  point  leaving  old  applica-  ^mffi 

tion  programs  stranded.  DOS  5  was 

compatible  with  DOS  3,  Windows  3.1  with  DOS  5,  Windows 

95  with  Windows  3.1. 

This  gradual  upgrading  process  can't  go  on  indefinitely, 
says  Gil  Amelio.  In  a  recent  interview,  his  first  with  a  busi- 
ness magazine  since  taking  over,  he  made  die  case  for  a  rad- 
ical redesign  of  the  computer. 

"At  some  point,  you  have  to  make  the  break,"  Amelio 
says.  Gassee  says:  "Where  we  can  compete  is  precisely 
where  Macintosh  and  Windows  have  limitations — in  high- 
bandwidth  applications.  The  good  news  for  those  systems 
is  that  they  work  with  legacy  software.  The  bad  news  is 
that  they  have  baggage.  That's  why,  in  the  creation  of  dig- 


Jean-Louis  Gassee 

to  leave  it.  ital  media,  there  is  still  no  Microsoft." 

Amelio's  view:  Windows  95,  no 
matter  how  good  it  looks  today,  still 
rides  on  a  shaky  Model  T  frame  known  as  DOS,  a  holdover 
from  the  days  when  computers  talked  not  in  pictures  but 
in  code,  and  when  their  memory  was  so  puny  they  could- 
n't handle  file  names  more  than  seven  letters  long. 
Microsoft  has  done  wonders  in  hiding  that  frame  behind 
plenty  of  new  features.  But  there  is  only  so  much  you  can 
squeeze  onto  a  Model  T,  and  software  developers  suffer  in 
consequence. 

Amelio  is  convinced  that  Gates  will  eventually  have  to 
abandon  his  platform  and  produce  one  that  is  largely 
incompatible  with  it.  Before  that  happens,  Amelio  wants 
Apple  to  have  a  credible  alternative.  "Gates  will  deny  this," 
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journey 


Steve  Jobs  and  Steve  Wozniak 
founded  Apple  with  $1,350 


1979 

Apple  11+  intro- 
duced at  $1,200 


1982 

Compaq  founded; 
clones  the  PC  in  a  year 


1981 

IBM  introduces 
the  PC 


1977  I 

Apple  II 
draws  buy 
orders  at 
$1  million 
annual  rate 


1984 

Apple  introduces 
the  Macintosh, 
with  clean-slate 
operating  system 


1986 

Packard  Bell 
begins  making 
dirt-cheap  PC 
clones 


1989 

Sculley  still 
against  clones 


1978 

Sales  up 
tenfold 


1980 

Apple  raises  $101  million- 
largest  new  issue  since 
Ford  in  1956 


1983 

Apple  hires  John 
Sculley  as  chief 
executive 


says  Amelio,  "but  he  is  very  anxious  to  get  100%  of  the 
[os]  market  because  when  he  absolutely  cuts  you  off  and 
moves  into  the  new  world,  he  doesn't  want  to  worry  about 
losing  customers. 

"My  objective  is  to  put  the  best  operating  system  out 
there,  far  better  than  anything  Microsoft  has  got.  That 
means  making  some  significant  architectural  shifts." 
Amelio  isn't  claiming  that  Apple  can  put  Microsoft  out  of 
business.  He's  betting  that  a  new  operating  system  will 
enable  Apple  to  reverse  decisively  the  decline  in  market 
share  that  has  dropped  it  from  16%  to  7%  of  computers 
shipped  in  the  U.S. 

The  Mcrosoft  empire  doesn't  buy  this  line  of  argument. 
"We  are  great  technologists  and  great  businessmen  as 
well,"  says  Brad  Silverberg,  Microsoft's  senior  vice  presi- 
dent in  charge  of  the  Internet  platform  and  tools  division. 
"We  recognize  how  big  a  market  we  have  to  sell  into,  and 
that's  why  we  are  so  focused  in  developing  it."  That  market 
includes  millions  of  customers  who  don't  want  to  toss  their 
old  equipment. 

Indeed,  Microsoft  has  been  remarkably  adept  at  upgrad- 
ing its  software  without  losing  customers.  For  a  while,  Win- 
dows NT,  a  high-strength  version  of  Windows  aimed  at  the 
corporate  market,  was  something  of  an  architectural  shift 
from  earlier  Microsoft  products.  It  didn't  sell  well.  So 
Microsoft  made  compromises,  to  make  NT  more  compati- 
ble with  other  Microsoft  products,  says  James  Allchin, 
senior  vice  president  of  Microsoft's  desktop  and  business 
systems.  NT  is  now  a  big  winner,  gaining  on  other  operat- 
ing systems  for  corporate  networks  like  Unix  and  Novell's 
NetWare.  Says  Allchin,  countering  Amelio's  argument  that 
computer  users  will  soon  have  to  throw  away  their  existing 
operating  systems:  "Discontinuity  doesn't  work  well  in 
nature  or  the  computer  industry." 

But  continuity  is  a  secondary  consideration  at  Apple. 
The  first  consideration  is  survival.  Apple  doesn't  have  the 
momentum  of  a  huge  installed  base  to  carry  it  along.  One 
in  five  households  has  a  Mac;  four  in  five  have  a  PC. 

Amelio  did  what  he  could  to  save  Apple  with  cost-cut- 
ting, eking  out  a  surprise  $25  million  net  income  in  the 
September  quarter  by  laying  off  10%  of  his  employees, 
eliminating  half  of  the  product  lines  and  paring  down 
inventor)'.  But  he  can't  rebuild  the  company  with  cost  cuts. 
There  has  to  be  a  reason  for  buying  an  Apple  rather  than  a 


1985 

Sculley  holds  out 
against  cloning 
the  Mac 


1987 

Mac  II,  with 
1-meg  RAM, 
40-meg  hard 
drive,  priced 
at  $5,500 


1990 

Michael  Spindler 
becomes  president 


1993 

Apple  introduce 
Newton  "persor 
digital  assistant1 
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reviews; 
Spindler 
replaces 
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1991 

Apple,  IBM  and  Motorola 
form  alliance  to  counter 
Wintel  platform 


1992 

Microsoft  intro 
duces  Window 


Wintel  machine.  Be-Mac  could  be  that  reason. 

What's  to  be  done  for  the  loyal  Apple  customers  who 
are  in  the  market  for  new  hardware  and  are  excited  about 
Be-Mac,  but  are  not  prepared  to  replace  all  their  old 
applications  with  new  Be-Mac  versions?  Or  for  new  Apple 
customers  who  don't  want  to  wait  for  the  new  Be-Mac 
versions  of  important  applications  to  come  out?  Amelio 
does  not  plan  to  leave  either  of  these  groups  in  the  cold. 

Apple's  software  department,  led  by  former  IBM  execu- 
tive Ellen  Hancock,  has  come  up  with  an  "emulator"  that 
can  act  as  a  simultaneous  translator  between  software  like 
Be-Mac  and  old  applications  that  speak  a  different  OS  lan- 
guage. You  layer  this  emulator  software  on  top  of  Be-Mac 
and  it  enables  Be-Mac  to  understand  commands  aimed  at 
Mac  OS.  The  old  applications,  that  is,  can  run  on  a 
machine  where  Be-Mac  is  in  control. 

Trouble  is,  emulators  have  had  a  long  and  sorry  history 
in  the  computer  business.  One  such  program,  called 
SoftPC,  is  supposed  to  let  a  Macintosh  run  software  writ- 
ten for  an  IBM.  It  does  that,  but  the  IBM  software  (Word  for 
Windows,  for  example )  runs  achingly  slow.  The  reason  is 
that  the  Macintosh  has  to  take  every  command  (like  fetch- 
ing data  from  memory)  that  Word  intends  for  an  Intel 
processor  and  add  three  to  ten  more  commands  to  it,  so 
that  a  PowerPC  chip  knows  what  to  do. 

Hancock  says  her  emulator  won't  be  so  handicapped. 
BeOS,  like  the  existing  Mac  OS,  is  optimized  to  run  on  the 
PowerPC  chip.  Therefore,  the  computer  doesn't  need  to 
laboriously  interpret  commands  meant  for  one  chip  and 
rewrite  them  for  another.  All  that  needs  to  be  translated  are 
some  commands  aimed  at  the  operating  system  itself,  like 
"print." 

In  fact,  developers  we  talked  to  say  that  their  old  Mac 
OS  programs  run  a  bit  faster  on  BeOS  than  on  Mac  OS. 
"It  makes  your  jaw  drop,"  says  Richard  Zulch,  chief  tech- 
nology officer  at  Dantz  Development,  a  developer  of  soft- 
ware for  making  backups  of  files.  Mark  Kriegsman,  presi- 
dent of  ClearWay  Technology,  which  sells  server  software, 
agrees.  "You  will  still  see  a  net  performance  gain,  even  in 
emulation,"  he  says. 

If  and  when  developers  like  these  rewrite  their  applica- 
tions to  take  full  advantage  of  Be-Mac's  powers,  the 
improvement  should  be  even  more  stunning.  And  if  you 
run  a  new  Be-Mac  version  of  an  application  on  a  new 
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Apple's  market  share  rises, 
but  gross  margin  drops  to  26%, 
producing  $69  million  loss 
in  December  quarter 
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Gilbert  Amelio  replaces  Spindler, 
ves  cloning  betsonnewOS 

gy 

pie — well,  presumably 
it  will  blow  your  socks  off. 
Amelio's  hope,  then,  is  that  computer  users 

will  be  inspired  to  buy  new  Apple  hardware,  the  new  Be 
Mac  operating  system  and  new  Be-Mac-flavored  applica- 
tion programs.  He  plans  to  offer  a  bridge  between  old  and 
new  if  the  customers  go  only  halfway. 

Apple  plans  to  make  its  new  OS  available  not  just  on 
future  Mac  and  Mac  clone  computers,  but  on  store  shelves 
as  well.  That  way  it  targets  not  just  the  7%  market  share 
that  Apple  currently  has,  but  the  60  million  Windows  users 
who  might  want  to  buy  Be  Mac,  optimized  for  the  Intel 
chip,  for  their  PCs.  Later  might  come  versions  for  the  Sun 
workstation  or  the  Digital  alpha  chip. 

How  about  the  application  developers?  Will  they  be 
inspired  to  pour  money  into  creating  Be -Mac  versions 
of  their  programs?  Only  if  they  are  persuaded  Be-Mac 
will  sell  better  than  the  present  Mac  system  and  gain 
market  share.  "They  have  to  convince  the  world  that 
[Be-Mac]  will  cause  a  significant  increase  in  volume," 
says  Alan  Lefkof,  chief  executive  of  Farallon  Communi- 
cations, a  vendor  of  Internet  related  software  and 
modems.  "If  Be  simply  helps  Apple  maintain  their  cur 
rent  volume,  that  won't  be  a  very  good  return  on  invest- 
ment for  developers." 

Like  most  developers,  Lefkof  is  already  investing  the 
money  to  write  applications  in  four  different  operating 
system  versions:  Windows  3.1,  Windows  95,  Windows  NT 
and  Mac  OS.  He's  not  thrilled  to  be  writing  in  a  fifth. 


But  here's  some  good  news  for 
Apple.  In  November,  Metro- 
werks,  an  Austin,  Tex.  tool  devel- 
oper, announced  that  it  had  come 
up  with  a  piece  of  software  that 
automates  up  to  80%  of  the  work 
involved  in  converting  Mac  OS 
programs  to  the  BeOS  format. 
Still,  developers  are  waiting  to  see. 
John  Warnock  is  the  chief  executive  of  Adobe 
Systems,  vendor  of  the  desktop  publishing  software 
that  for  many  years  has  been  one  of  the  chief  motivations 
for  people  to  buy  Apple  computers.  He  says:  "If  there  is  a 
value  proposition  that  customers  can  relate  to,  if  it  is  cheap- 
er, better,  faster,  easier  to  use,  if  it  solves  my  [software 
design]  problems,  and  if  it  operates  on  more  than  just  one 
computer  platform,  then  a  new  operating  system  could  be 
very  interesting." 

More  "ifs,"  lots  more. 

It's  hard  to  overestimate  the  challenge  that  con- 
fronts Amelio,  Gassee  and  Hancock.  Microsoft  is  much 
more  entrenched  now  than  it  was  when  the  Macintosh 
came  out.  In  the  12  years  since,  Bill  Gates'  firm  has 
grown  nearly  three  hundred  fold.  Look  at  the  billion 
dollars  or  so  that  IBM  poured  into  os/2  Warp.  The 
rival  operating  system  was  said  to  be  technically  supe- 
rior in  many  ways  to  what  Microsoft  had  at  the  time, 
but  that  didn't  stop  Microsoft's  marketers  from  run- 
ning circles  around  IBM. 

Today,  under  Amelio,  Apple  seems  to  be  on  firmer  foot- 
ing than  it  was  a  year  ago,  when  other  business  magazines 
were  saying  that  Apple  would  have  to  be  either  liquidated 
or  absorbed  by  a  much  bigger  firm. 

For  one  thing,  the  wolf  isn't  at  the  door.  Apple  is  sitting 
on  $1.7  billion  in  cash  and  short-term  notes.  Fred  D. 
Anderson,  Apple's  chief  financial  officer,  won't  promise 
that  the  company  can  turn  in  another  profitable  quarter  for 
December,  but  he  says  he  is  confident  that  Apple  will  be 
profitable  in  the  quarter  ending  Mar.  31  and  thereafter.  "I 
think  it  is  very  important  that  Apple  undercommit  and 
overdeliver,"  he  says. 

Taking  on  Microsoft  is  a  daunting  challenge  and  a  bold 
gamble.  But  only  a  bold  gamble  can  save  Apple.  m 


Better  browsing? 

Enough  of  this  talk  of 
the  battle  between 
Microsoft  and  Netscape 
for  the  Internet  market. 
Apple  is  determined  to 
have  its  own  piece  of  the 
action.  "We're  going  to 
start  winning  the  battles,' 
promises  Apple  chieftain 
Gil  Amelio,  pounding  on 
the  table  in  his  office. 

Apple  Computer  does 
not  intend  to  offer  an  all- 
purpose  browser  that 
would  compete  head-on 


with  Microsoft's  Explorer 
or  Netscape's  Navigator. 
Rather,  Amelio  has  in 
mind  a  new  kind  of  search- 
ing software  that  would 
pick  up  where  your  Inter 
net  spider  (Yahoo,  Lycos, 
etc.)  leaves  off.  The  Apple 
searcher,  to  be  sold  begin 
ning  next  year,  would 
rummage  through  both 
your  E-mail  and  the  mish 
mash  of  files  that  an  Inter- 
net spicier  has  retrieved  for 
you.  The  searcher  would 
be  able  to  group  the  E- 


maii  into  priorities,  so  that 
you  wouldn't  first  have  to 
wade  through  junk  mail 
before  getting  to  memos 
from  your  boss.  That 
much  is  fairly  common  in 
existing  E-mail  programs. 
But  the  Apple  product  is 
also  intended  to  second- 
guess  the  priority  ranking 
of  Internet  files  as  calculat- 
ed by  the  spider. 

Here's  another  innova- 
tion: The  Apple  program 
can  summarize  an  E-mail 
message .  It  does  that  by 


indexing  every  word  in  a 
message,  counting  ones 
that  are  common  in  the 
message  (like  "blueprint") 
but  not  counting  the  ones 
that  are  common  in  Eng- 
lish (like  "that"),  then 
hunting  for  a  few  sentences 
containing  many  of  those 
key  words.  The  summariza- 
tion feature  would  be  cou- 
pled with  standard  software 
that  reads  English  aloud. 
Handy  if  you  called  in  from 
an  airport  for  phone  mes- 
sages. -N.H.  Bi 
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Vloraan  means  more 


More  ways  to  raise  it,  more  strategies  to  unlock  it 


strategic  advice  •    mergers  &  acquisitions  @    debt  &  equity  capital  raising    •    swaps  & 


iccess  to  capital 


When  you  need  capital,  no  firm  offers  you  more  choices  than  J.R  Morgan. 

We're  the  fastest-growing  equity  house  on  Wall  Street.  A  leader  in  cross-border 
and  U.S.  domestic  bond  issues.  A  global  force  in  syndicated  loans,  high-yield 
debt,  asset-based  finance,  and  private  placements.  And,  as  advisor  on  some  of 
the  largest,  most  complex  mergers,  acquisitions,  and  divestitures  of  the  1990s, 
we're  one  of  the  most  innovative  financing  strategists  for  any  kind  of  transaction. 

We  excel  at  supporting  issues  even  in  difficult  markets.  Reaching  the  right  investors, 
anywhere  in  the  world.  Creating  maximum  flexibility  with  proven  risk  management 
techniques.  Investing  our  own  capital  and  expertise  to  help  enterprises  grow. 

And  no  one  is  better  equipped  to  guide  you  to  the  right  market,  because  we're  at 
home  in  all  of  them.  At  J.R  Morgan,  we  don't  just  offer  you  more  ways  to  raise 
capital.  We  help  you  find  the  way  that's  best  for  you. 

www.jpmorgan.com 
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the  public  is  hungry 
for  Mr.  and  Ms.  Clean 
It  shows  in  the 
endorsement 
checks. 


Sports  goodfellows 
Michael  Chang, 
Grant  Hill  and 
Cal  Ripken  Jr. 
The  kind  of  guys 
you  could  take 
home  to  mom. 
That  asset,  more 
than  athletic 
prowess,  earned 
them  $30  million 
this  year. 
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By  Randall  Lane 

"Kid,  you've  got  the  talent,  but 
you've  got  a  problem,"  barks  Bill 
Laimbeer,  one  of  basketball's  alltime 
dirtiest  players,  at  young  superstar 
Grant  Hill  during  a  new  commercial 
for  Fila.  "You're  too  nice." 

A  series  of  drills  follows  in  which 
Laimbeer  tries  to  teach  Hill  elbow- 
ing, tripping,  referee  abuse,  camera- 
man pushing,  nose  piercing — all  the 
skills  needed  for  today's  modern  ath- 
letes to  make  big  money  off  the  court 
and  playing  field. 

But  the  joke  is  on  Laimbeer.  A 
follow-up  spot  shows  Hill  calling  his 
mom,  asking  her  to  rescue  him.  The 
next  commercial  in  the  series  depicts 
Hill  finally  breaking  free  of  Laim- 
beer's  hold,  despite  52  days  of  brain- 
washing at  "Camp  Tough  Guy." 

"I've  got  to  play  with  decency, 
honesty,"  he  says  as  a  ray  of  light 
dawns  upon  him.  "I've  got  to  play 
clean."  Clean  is  now  cool.  Clean  is 
also  lucrative.  For  endorsing  Fila's 
sneakers,  Hill  will  get  about  $25  mil- 
lion over  five  years. 

Despite  what  Dennis  Rodman, 
Charles  Barkley,  Deion  Sanders  and  a 
rogues'  gallery  of  other  thuggish  pro- 
fessional athletes  might  have  you 
believe,  the  nice  guys  are  finishing 
first  where  it  counts:  the  product 
endorsement  deals  that  determine 
whether  an  athlete  is  merely  well  paid 
or  gets  very  rich. 

There's  a  quiet  backlash  occurring 


against  the  showboats  of  sports — 
and  it  can  be  seen  through  the 
money  that  companies  pay  nice -guy 
jocks  like  Grant  Hill  to  pitch  prod- 
uct. "These  endorsements  follow  the 
sociological  mood  of  the  country," 
says  Mark  McCormack,  president  of 
the  sports  marketing  giant  Interna- 
tional Management  Group.  "Sud- 
denly being  a  nice  person  is  not 
boring — it's  good." 

U.S.  companies  this  year  put  more  I 
than  $1  billion  into  the  pockets  of  8 
perhaps  2,000  athletes  for  endorse-  1 
ment  deals  and  licensing  rights — a  < 
tenfold  increase  from  just  a  decade  | 
ago.  The  average  athlete  on  the  J 
Forbes  Super  40  list  of  top-earning  > 
athletes  (see  p.  244)  demands  perhaps  .? 
$250,000  a  year  for  a  national  1 
endorsement;  Michael  lordan  looks  z 
only  at  deals  that  run  multiyears  and  § 
pay  at  least  $10  million.  Much  of  the  £ 
growth  is  coming  from  industries  that  ja 
don't  usually  sponsor  athletes  but  are  | 
eager  to  emulate  the  marketing  sue-  S 
cess  of  Nike  and  others.  And 
that  figure  is  backed  up  by 
perhaps  $10  billion  more 
to  advertise  and  promote 
these  associations. 

With  so  much  money 
riding  on  the  concept  that 

Tennis  good  guy  Pete  Sampras 
Boring  as  a  virtue. 
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The  Fila  TV  ad's  "Camp  Tough  Guy"  instructor  Bill  Laimbeer  (left)  and  new  charge  Grant  Hill 
Hill's  decency  comes  through  in  the  commercial — and  helped  quintuple  Fila's  stock. 


athletes  make  good  pitchmen,  pick- 
ing a  celebrity  endorser  is  no  longer 
simply  a  matter  of  personal  taste  and 
whimsy  Especially  not  when  compa- 
nies like  Hertz  entrust  their  good 
name  to  the  care  of  spokesmen  like 
O.J.  Simpson.  (A  Hertz  spokesman 
curtly  notes  that  the  company  no 
longer  uses  professional  athletes.) 
Other  companies  have  faced  similar 
embarrassment — Pepsi  and  Kodak, 
for  example,  were  mortified  when 
their  shill,  boxer  Mike  Tyson,  was 
accused  of  beating  his  wife  and  later 
jailed  for  rape. 

The  risks  are  even  greater  for  small 
companies.  When  Dallas  Cowboys 
star  Michael  Irvin  was  caught  in  Feb- 
ruary in  a  motel  with  go-go  dancers 
and  drugs,  it  was  a  blip  on  the  radar 
screen  at  Nike,  an  Irvin  sponsor, 
which  alone  spends  perhaps  $100 
million  a  year  on  endorsement  con- 
tracts. But  13  Toyota  dealerships  that 
had  paid  Irvin  $120,000  to  do  a 
.series  of  commercials  had  little  choice 
but  to  pull  the  ads — swallowing 


Michael  Irvin,  with  wife,  Sandi,  faces  the  public  after  being  caught  with  strippers  and  drugs 
A  small  smudge  for  Nike,  but  a  disaster  for  smaller  sponsors. 
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$400,000  in  production  costs.  When 
Irvin  wouldn't  return  his  payment — 
or  a  $50,000  Land  Cruiser  he  was 
lent — the  dealerships  sued  him.  The 
case  was  settled  out  of  court.  Rather 
than  hire  another  athlete,  the  dealers 
created  a  cartoon  monkey — no 
unpleasant  surprises  that  way. 

Green  Bay  Packers  quarterback 
Brett  Favre  has  everything  going  for 
him — talent,  a  winning  team,  good 
looks.  But  he  also  admitted  last  year 
that  he  had  become  addicted  to 
painkillers.  Favre  now  estimates  that 
that  admission  has  cost  him  $2  mil- 
lion. "I  think  he's  being  conserva- 
tive," adds  Nova  Lanktree,  a  Chica- 
go-based matchmaker  for  athletes 
and  companies. 

Remember  golfer  John  Daly?  After 
winning  the  PGA  Championship  in 
1991,  he  was  pegged  as  the  next  Jack 
Nicklaus.  Then  he  fell  into  a  bout  of 
alcoholism  and  marital  difficulties, 
and  his  endorsement  income  plumet- 
ted  accordingly. 

Daly  still  makes  over  $1  million  a 
year  off  the  links.  But  compare  him 
to  nice-guy  phenom  Tiger  Woods,  a 
golfer  who  hits  equally  long  but  runs 
laps  around  Daly  in  charisma — and 
endorsement  fees.  Before  playing  his 
first  tournament  as  a  professional, 
Woods  walked  away  with  $60  million 
in  guaranteed  payments  over  five 
years  from  Titlelist  and  Nike. 

The  trend  toward  nice  is  very  good 
news  for  good  guys  like  baseball's 
iron  man,  Cal  Ripken  Jr.  Most  com- 
panies have  added  tough-as-nails 
morals  clauses  to  their  endorsers' 
contracts — but  that  only  gets  them 
out  of  a  problem,  it  doesn't  prevent 
it.  Ripken  is  a  known  quantity,  a  safe 
bet.  "My  image  has  been  in  place, 
and  my  credibility  has  been  in  place," 
Ripken  tells  Forbes.  "Companies 
that  look  at  me  see  less  of  a  risk." 

Throughout  his  16-year  career 
Ripken  has  only  taken  endorsement 
deals  that  would  create  and  reinforce 
the  image  he  desired.  In  his  rookie 
year  Ripken  turned  down  a  chance  to 
make  big  money  endorsing  Jockey 
underwear  with  his  then-teammate 
Jim  Palmer.  "I  couldn't  see  myself 
[promoting]  underwear,"  says 
Ripken.  "If  I'd  made  that  choice,  I 
think  I  would  be  thought  of  differ- 
ently than  I  am  now.  I  chose  a  milk 
radio  spot  instead  because  that's  the 


Golf's  new  superstar,  Tiger  Woods 

His  prodigious  game  got  him  noticed;  his  personality  got  him  $60  million. 


kind  of  person  I  am." 

Now  the  image  is  paying  off. 
Ripken's  endorsement  fees  have  taken 
off,  jetting  from  $1  million  to  $6  mil- 
lion in  three  years,  thanks  to  deals 
with  True  Value  hardware  stores, 
Chevrolet  and  a  line  of  licensed 
Ripken  merchandise,  from  figurines 
to  porcelain  plates  to  24kt  gold  trad- 
ing cards. 

Risk  management  is  a  new  consid- 
eration for  endorsees.  Six  years  ago, 
when  a  Forbes  cover  declared 
"Sports  today:  throw  a  tantrum, 
make  a  buck"  (Aug.  20,  1990),  get- 


ting attention  for  their  products  was 
what  the  endorsees  worried  about. 
Whether  it  was  John  McEnroe  bad- 
mouthing  referees,  Andre  Agassi 
snapping  rackets  in  half  or  football 
linebacker  Brian  Bosworth  parading 
around  with  a  Mohawk  haircut,  the 
formula  was  the  same:  Outlandish 
behavior  draws  attention;  attention 
draws  dollars. 

Inevitably,  however,  the  formula 
lost  its  power  when  everybody  start- 
ed throwing  tantrums  and  getting 
their  bodies  pierced.  Merely  boorish 
behavior  no  longer  stands  out.  To  get 
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noticed  today  you  have  to  act  in  ways 
S  can  have  very  negative  conse- 
quences for  you  and  the  companies 
that  sign  the  big  endorsement  checks. 

Where  McEnroe  yelled  at  the  ref- 
erees to  garner  attention,  Dennis 
Rodman  now  has  to  head-butt  one. 
Where  Bosworth  sported  his  punk 
hairdo,  Rodman  changes  his  hair 
color  daily,  got  multiple  tattoos  and 
piercings,  frequently  dresses  as  a 
woman  and  boasts  about  ex-girlfriend 
Madonna's  sexual  predilections.  A 
Lexis/Nexis  database  search  reveals 
18,300  hits  on  Rodman's  name  in 
the  past  year,  three  times  as  many  as 
nice  guy  Arnold  Palmer.  Yet  despite 
all  his  attention  seeking,  Rodman 
could  only  pull  down  $2  million  in 


endorsements  in  1996,  compared 
with  Palmer's  $15  million. 

Even  the  deals  Rodman  did  score 
were  a  bit  edgy,  including  the  Limit- 
ed's  Victoria's  Secret  catalog  and 
Oakley  Sunglasses.  The  rest  of  his  $9 
million  in  off-court  earnings  last  year 
came  from  books,  movies  and  TV 
shows — things  that  will  disappear 
once  his  act  runs  thin. 

"Guys  like  Rodman,  Brian 
Bosworth,  Jim  McMahon — that's  lad 
marketing,"  says  David  Falk,  who  has 
bril!;antly  managed  Michael  Jordan's 
business  career  since  1984.  "If  you're 


going  to  be  marketed  over  the  long 
term,  it  can't  be  a  circus  act." 

The  goal  among  manufacturers 
and  advertisers  now  is  an  endorser's 
"halo  effect" — the  positive  associa- 
tion that  bathes  the  product  in  good 
vibes  after  a  popular  sports  celebrity 
has  pitched  it.  "There  are  a  lot  of 
chief  executives  and  vice  presidents 
for  marketing  who  are  parents,"  says 
Frank  Vuono,  president  of  Integrat- 
ed Sports  International,  which  seeks 
endorsement  opportunities  for  sever- 
al dozen  top  athletes.  "They're 
saying,  'I'm  tired  of  this  crap  being 
shown  to  my  kids.'"  Basketball  bad 
boy  Charles  Barkley  stridently 
declared  "I  am  not  a  role  model"  in 
a  Nike  ad  three  years  ago.  His 


endorsement  take  has  roughly  halved 
since  1994. 

The  smarter  athletes  are  learning. 
On  that  1990  Forbes  cover,  Agassi 
was  caricatured  stepping  on  his  racket 
and  screaming  at  an  umpire,  his 
waist-length  blonde  mane  curled  in 
anger.  Sensing  the  shifting  public 
mood,  Agassi  has  reinvented  himself. 
His  hair  is  now  crew-cut  short,  his 
tirades  have  become  rare,  and  he 
blows  courtside  kisses  to  beaming 
fiancee  Brooke  Shields,  the  former 
model  and  movie  actress  well  known 
for  bragging  about  her  virginity. 


Even  though  his  tour  performance 
has  been  erratic,  the  makeover  has 
done  wonders  for  Agassi's  finances. 
His  off-the-court  income  has  zoomed 
from  $4.5  million  to  $13  million 
since  he  appeared  on  our  cover. 

We  did  some  figuring.  Of  the  $203 
million  earned  in  endorsements  and 
licensing  income  by  the  world's  40 
highest-paid  athletes  last  year  (see  p. 
244),  $175  million  went  to  athletes 
with  sterling  reputations.  Super  nice 
guys  Jordan,  Palmer  and  Shaquille 
O'Neal  alone  brought  home  over 
$70  million  outside  of  their  sports. 

Our  numbers  don't  surprise  Leigh 
Steinberg,  football's  top  agent. 
"Sports  fans  seek  a  respite  from  the 
hassles  of  everyday  life,"  he  says. 


Pete  Sampras  and 
legendary  tennis 
brat  John  McEnroe 
pitch  for  Pizza  Hut 
McEnroe  made  a 
bundle  by  acting 
rude;  now  his  bad 
boy  act  plays  bet- 
ter as  a  foil. 


"Controversies  and  arrests  and  salary 
battles  just  destroy  the  fantasyland." 

Pete  Sampras,  the  world's  top 
tennis  player,  pulled  down  $8  million 
in  endorsements  this  year,  twice  his 
haul  four  years  ago,  when  he  was 
considered  a  good  player  but  too  nice 
and  boring  off  the  court.  At  25  he 
remembers  what  it's  like  being  a 
fan — one  of  his  childhood  thrills  was 
getting  Swedish  tennis  star  Bjorn 
Borg's  autograph — and  that  helps 
him  keep  perspective  when  he  does 
clinics  for  Nike  or  department  store 
appearances  for  Movado  watches. 
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"These  people  wait  in  line  for  a 
couple  hours  for  you  to  sign  some- 

;  thing,  and  you  have  to  respect  that," 

j  he  says.  "It's  tiring  signing  for  an 

!  hour,  but  when  you  sign  a  little  kid's 
hat,  he'll  always  remember  that.  You 

i  have  to  put  yourself  in  their  shoes. 

i  They're  the  fans,  and  they're  putting 

|  money  in  my  pocket." 

"You  don't  have  to  be  a  jerk," 

I  Sampras  adds. 

When  San  Francisco  49ers  star 
quarterback  Steve  Young  replaced  the 
legendary  Joe  Montana,  he  had 

i  almost  no  endorsement  income.  Five 


years  later,  his  off-the-field  take  is 
greater  than  any  other  football  player 
on  the  Super  40 — $4  million  this 
year,  pitching  such  nontraditional 
jock  products  as  Sun  Microsystems 
and  Pert  Plus  shampoo.  Young,  a 
descendent  of  Brigham  Young,  gives 
part  of  his  salary  to  the  Mormon 
church,  doesn't  drink  or  smoke,  and 
drives  himself  to  corporate  events 
instead  of  demanding  a  limo  and 
driver.  Part  of  Young's  secret:  know- 
ing how  to  chitchat  with  the  execu- 
tives. Speaking  at  sales  meetings  or 
trade  shows  and  occasionally  supply- 


ing some  star  power  to  a  corporate 
function  are  now  de  rigeur  parts  of 
almost  every  major  endorsement 
deal.  Young  realizes  diat  by  befriend- 
ing and  impressing  the  suits,  he  gives 
himself  an  easy  value-added. 

"This  is  the  hidden  factor,"  says 
agent  Steinberg.  "After  Steve  Young 
comes  back  from  a  corporate  event, 
they  desperately  want  to  keep  the 
relationship  alive." 

"You  want  to  make  sure  you  give 
[the  sponsors]  what  they  want,  so 
that  it  translates  into  good  business," 
adds  Cal  Ripken.  "Otherwise  you 
have  no  value." 

Nice  plays  well  overseas,  too — 
increasingly  important  as  brand 
names  are  marketed  globally.  Chi- 
nese-American tennis  star  Michael 
Chang  has  emerged  as  the  most  pop- 
ular athlete  in  Asia  by  far.  Reebok  is 
basing  its  entire  Asian  strategy 
around  him,  as  is  Procter  & 
Gamble's  Rejoice  (Pert  Plus)  sham- 
poo line. 

What  makes  Asia  so  Chang  crazy? 
It's  not  just  his  heritage.  It's  his  per- 
sona, as  well.  On  a  continent  where 
family  is  considered  paramount, 
Chang  is  coached  by  his  brother,  and 
they  travel  frequently  with  their  par- 
ents. He's  properly  humble  and  soft- 
spoken  as  well.  "We've  always  been  a 
very  close-knit  family,  and  I  think 
that's  pretty  characteristic  of  Asian 
families,  period,"  says  Chang.  "It  just 
seems  that  the  people  in  Asia  are  able 
to  relate  to  me  better  than,  say,  the 
average  person  in  the  United  States." 

Perhaps  nobody  embodies  the  new 
breed  of  nice  guy  superstar  better 
than  Grant  Hill.  An  Ail-American  at 
Duke,  he  stayed  all  four  years  and 
graduated  with  his  class.  During  his 
first  two  years  in  the  league,  he  got 
more  All-Star  Game  votes  than  any 
other  player,  including  Jordan.  His 
father  played  football  at  Yale,  then 
with  the  Dallas  Cowboys.  Growing 
up  he  practiced  basketball,  then  the 
piano.  Hill's  idols  back  then?  Nice 
guys  Michael  Jordan,  Julius  Erving 
and  Arthur  Ashe.  "They  all  had  the 
complete  package,"  he  says. 

That  was  the  resume  Fila  was  look- 
ing for  in  1994,  as  it  was  ending  a 
rocky  $500,000-a-year  relationship 
with  boxer  Riddick  Bowe.  Fila  wasn't 
too  happy  that  Bowe  began  getting 
into  fights  at  press  conferences — 
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Michael  Jordan,  the  dean  of  nice  guy  endorsers  San  Francisco's  squeaky-clean  quarterback,  Steve  Young 

When  his  skills  erode,  his  charm  will  provide  a  nice  annuity.      Like  Joe  Montana,  scores  with  boardroom  friendliness. 


while  decked  out  in  Fila  gear. 

"As  a  small  company,  we  have  to 
be  very  careful  that  we  choose  the 
right  guys,"  says  Howe  Burch,  the 
company's  vice  president  for  adver- 
tising. "We  don't  care  if  they're  the 
best  athlete  in  the  world  if  he  or  she 
isn't  a  solid  citizen."  Burch  decided 
to  make  an  offer  to  one  of  the  three 
top  college  players  coming  into  the 
NBA — Glenn  Robinson,  Jason  Kidd 
and  Hill.  But  Robinson  turned  out  to 
be  a  bit  greedy,  demanding  a  $100 
million  contract  despite  never  having 
played  an  NBA  game.  (After  a  hold- 
out, he  came  to  terms  for  $68  mil- 
lion.) Burch  started  negotiating  with 
Kidd;  in  the  middle  of  those  talks, 


however,  Kidd  was  linked  to  a  hit- 
and-run  accident  in  California.  Too 
dangerous. 

That  left  Hill,  who  became  Fila's 
dominant  star.  With  Hill  carrying  its 
sneaker  marketing  load  on  his  back, 
Fila  has  become  the  third-largest 
sneaker  maker  domestically.  Sales 
shot  up  37%  in  1995  and  another 
40%  this  year,  to  $750  million.  Hill's 
namesake  shoe  trails  only  Nike's  Air 
Jordans  in  sales — good  news  for 
Hill,  since  he  gets  a  royalty.  Fila's 
stock  was  trading  at  15  when  Hill 
was  signed.  Today  it's  around  75. 
"He's  played  a  big  role  in  our  suc- 
cess," says  Burch. 

And  he  looks  to  be  around  quite 


far  into  the  future.  That's  the  ulti- 
mate advantage  of  having  a  likable 
personality — it  transcends  your  ath- 
letic career.  Arnold  Palmer  hasn't 
played  golf  seriously  in  20  years,  but 
he  still  makes  $15  million  a  year.  Joe 
Montana  and  Nolan  Ryan  make 
about  $4  million.  Chris  Evert,  a  full- 
time  mom,  nets  $2  million  in  her 
spare  time. 

For  now,  at  least,  America  has 
decided  it  doesn't  like  cads  on  the 
court.  If  you  want  to  get  rich  in  sports, 
it's  no  longer  enough  to  get  noticed. 
"I  am  a  role  model,"  Grant  Hill  tells 
Forbes.  That,  much  more  than  his 
skills  on  the  court,  is  what  earned  him 
$  1 0 . 8  million  last  year.  BP 
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trikes,  big  fights,  burgeoning  TV  rights— all  add  up  to 
[--billion-dollar  haul  for  the  world's  Super  40  highest-paid  athletes. 

The  year# 

of  the  Michaels 


By  Randall  Lane  and  Peter  Spiegel 

The  year  1996  was  one  for  the 
sports-money  record  books.  German 
auto  racer  Michael  Schumacher  was 
paid  $25  million  to  drive  for  Ferrari's 
Formula  One  team — the  highest 
salary  in  sports  history.  It  was  a  short- 
lived honor.  Another  Michael,  bas- 
ketball's Michael  Jordan,  re-upped 
with  the  Chicago  Bulls  for  $30  mil- 
lion over  the  1996-97  season.  Then 
yet  another  Mike — Tyson — eclipsed 
them  both,  pocketing  purses  totaling 
$75  million  for  three  fights.  In  doing 
so  Tyson  made  more  money  in 
one  year  than  any  other  athlete  in 
history. 

Those  three  Michaels  go  a  long 
way  toward  explaining  how  the  total 
take  of  the  Forbes  Super  40  highest- 
paid  athletes  surged  13%  last  year, 
from  $490  million  to  $556  million. 


Average  per  athlete:  $14  million.  And 
it  wasn't  just  the  top  guys  bringing 
up  the  average.  Players  at  every  rank 
got  more.  Even  40th-ranked  Formu- 
la One  driver  Gerhard  Berger  took  in 
$7.5  million,  21%  more  than  last 
year's  last-place  Super  40  athlete. 

To  gauge  the  authenticity  of  any 
number  of  sports  "trends,"  it's  usu- 
ally telling  to  follow  the  money. 
Example:  Many  sports  promoters  are 
forecasting  a  golden  era  in  profes- 
sional women's  sports.  There  are 
two  new  women's  basketball  leagues, 
two  gymnastics  tours — and  figure 
skating  continues  to  gain  in  popular- 
ity— but  that  hasn't  yet  translated 
into  the  reaily  big  money.  For  the 
first  time  in  the  seven  years  Forbes 
has  been  following  the  dollars  in  the 
sports  world,  there  are  no  women  on 


The  Super  Ten 


Michael  Jordan 


Total:  $222.5 


64.0 


$11.5-*- 


Since  Forbes  began  tracking  the  earn- 
ings of  the  world's  top  athletes  in 
1990,  3  have  pulled  in  over  $100  mil- 
lion, with  a  handful  more  than  likely 
to  do  so  in  the  next  year  or  two. 
Notice  the  importance  of  endorse- 
ment income  for  nice-guy  athletes 
Michael  Jordan  and  Shaquille  O'Neal. 
Note:  Ayrton  Senna  died  at  the  1994 
San  Marino  Grand  Prix. 


our  list.  Top-ranked  women's  earn- 
ers Monica  Seles  and  Steffi  Graf 
aren't  starving — at  $7  million 
apiece — but  they  didn't  make  the 
Super  40  this  year. 

For  all  the  hype  coming  out  of  the 
Atlanta  Olympics,  no  Olympic  stars 
made  the  list.  Even  gymnast  Kerri 
Strug  and  sprinter  Michael  Johnson, 
the  Olympics'  two  media  darlings, 
will  be  lucky  to  make  more  than 
$2  million  this  year.  Quadrennial 
fame  does  not  wow  the  sponsors  as 
much  as  the  weekly,  or  even  nightly, 
attention  paid  to  a  Shaquille  O'Neal 
or  a  Steve  Young. 

Our  list  also  confirms  some  trends 
we've  noted  before.  The  national 
pastime  is  struggling:  As  recently  as 
1992  there  were  ten  baseball  players 
on  our  list — versus  four  this  year. 
Another  struggling  sport,  tennis,  has 
seen  the  number  of  players  on  our  list 
drop  from  nine  to  three  during  the 
same  time  frame. 

By  contrast,  football — fueled  by  a 
$l-billion-a-year  television  contract 
— is  ascending.  There  are  seven  foot- 
ballers among  the  Super  40  this  year, 
up  from  two  in  1992.  Basketball  has 
fared  even  better  recently,  both  on  TV 
and  with  the  fans,  and  its  Super  40 
representation  has  zoomed  from  four 
to  nine.  Next  year,  when  many  of  the 
recent  NBA  megacontracts  kick  in, 
there  very  well  could  be  a  dozen 
hoopsters  on  the  list. 

In  compiling  our  numbers,  Forbes 
counts  only  sports  earnings  and 
endorsements.  We  don't  count  out- 
side business  interests.  But  as  athletes 
develop  as  business  people,  those 
lines  are  getting  more  and  more 
blurred.  Stock  car  legend  Dale  Earn- 
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hardt  sold  his  $44  million  (sales) 
licensing  company  last  month  for  $30 
million  in  cash  and  stock.  Jack  Nick- 
laus  took  several  of  his  business  inter- 
ests public  this  year;  still  the  majority 
shareholder  in  Golden  Bear  Golf,  he 
owns  stock  worth  $20  million. 

Andre  Agassi  took  stock  options  as 
part  of  his  deal  with  Nike;  that  stock 
roughly  quadrupled  in  the  ensuing 
year,  giving  him  a  multimillion-dollar 
paper  windfall. 

Meanwhile,  golfing  phenom  Tiger 
Woods  is  expected  to  join  fellow 
Super  40  members  Agassi,  O'Neal, 
Wayne  Gretzky  and  Ken  Griffey  Jr.  in 
ownership  of  the  Official  All  Star 
Cafe  restaurant  chain,  which,  as  a 
sister  company  to  Planet  Hollywood, 
will  likely  make  these  athletes  even 
richer.  Top  athletes — encouraged  by 
their  agents — are  becoming  richer 
still  by  sharing  the  rewards  derived 
from  their  celebrity.  Michael  Jordan 
scored  coveted  "gross  points"  for  his 
Warner  Bros,  film  Space  Jam.  That 
means  he'll  get  a  share  of  the  rev- 
enues from  box  office  and  video  sales, 
TV  rights,  even  merchandise. 

It's  slippery  on  this  slope;  the 
Super  40  has  12  new  members  this 
year — a  30%  annual  turnover.  These 
newcomers  include  Woods,  basketball 
bad  boy  Dennis  Rodman,  football 
teammates  Emmitt  Smith  and  Troy 
Aikman,  and  up-and-coming  boxers 
Roy  Jones  Jr.  and  Oscar  De  La  Hoya. 
Drop-offs  from  the  rankings  include 
Deion  Sanders,  Drew  Bledsoe,  Boris 
Becker,  Pernell  Whitaker,  Greg 
Maddux  and  Mark  Messier.  Some 
have  a  decent  shot  at  returning  next 
year.  Others  are  down  for  the  count. 
Such  is  sport.  BB 


Rules  of  the  game 

All  figures  are  Forbes  estimates  for 
the  1996  calendar  year.  The 
Salary/Winnings  figure  includes 
direct  salary,  prize  money  and  sign- 
ing and  incentive  bonuses.  The 
Endorsements  figure  includes  tradi- 
tional endorsement  income,  licens- 
ing royalties,  exhibition  and  appear- 
ance fees  and  money  from 
celebrity- related  activities  such  as 
autograph  signings  and  speeches. 
Money  made  from  private  business- 
es or  equity  partnerships  is  not 
counted. 


OMike  Tyson,  30 
Boxing 
1995  rank:  2 


Salary/Winnings:  $75,000,000 

Endorsements:      $  0 

Total:  $75,000,000 


One  for  the  record  books:  With  just  three  fights — wins  over  Frank  Bruno 
and  Bruce  Seldon,  followed  by  last  month's  shocking  loss  to  Evander  Holy- 
field — Tyson  made  more  money  in  one  year  than  any  other  athlete  in  sports 
history.  A  Holyfield  rematch  should  bring  Tyson  $30  million  more.  But 
while  the  public's  curiosity  scores  on  pay-per-view,  it  doesn't  get  the  con- 
victed rapist  any  endorsements. 
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©Michael  Jordan,  33 
Chicago  Bulls" 
1995  rank:  1 

Salary/Winnings:  $12,600,000 
Endorsements:  $40,000,000 
Total:  $52,600,000 


His  one-year,  $30  million  contract — the  largest  one- 
year  salary  in  sports  history — will  factor  in  more  during 
1997.  But  potentially  just  as  lucrative,  Jordan  got  cov- 
eted "gross  points"  for  starring  (with  Bugs  Bunny)  in 
the  movie  Space  Jam — he'll  get  a  cut  off  the  top  of  rev- 
enues from  box  office,  merchandise,  videos,  etc.  The 
take  could  rival  his  basketball  salary.  Nice  Guy  Mike's 
blue-chip  sponsors  include  Nike,  of  course,  as  well  as 
Sara  Lee,  McDonald's,  Wilson  and  Gatorade.  Three 
newer  endorsement  deals:  Rayovac,  WorldCom  and 
Bijan  (Mchael  Jordan  cologne).  Between  salary,  movie 
and  endorsements,  Jordan's  gross  could  push  $100 
million  in  1997. 


©Michael  Schumacher,  27 
Auto  racing 
1995  rank:  9  

Salary/Winnings:  $25,000,000 
Endorsements:  $  8,000,000 
Total:  $33,000,000 


A  new  contract  from  Ferrari  kicked  in  this  year,  paying 
this  top  Formula  One  driver  $25  million.  Starting  in 
1998,  Schumacher  will  make  $30  million  annually.  The 
German's  popularity  across  Europe  has  led  to  a  Schu- 
macher collection  of  apparel  and  automobile  acces- 
sories. Longtime  endorsement  deal  from  Germany's 
Dekra  (pollution  control)  is  his  favorite.  Nike  pays  him 
over  $3  million  to  push  the  pedal  to  the  metal  with 
their  shoes. 


OShaquille  O'Neal,  24 
Los  Angeles  Lakers 
1995  rank:  5  

Salary/Winnings:  $  7,400,000 
Endorsements:  $17,000,000 
Total:  $24,400,000 


The  Los  Angeles  Lakers  wooed  him  with  a  seven-year, 
$120  million  contract,  and  with  proximity  to  Tinsel- 
town. Movies  and  music  now  dominate  Shaq's  off- 
season. He  earned  about  $3  million  for  starring  in  Steel 
this  summer.  A  joint  venture  with  Interscope  Records 
yielded  his  third  rap  record  (which  includes  a  duet  with 
Notorius  B.I.G.).  His  label,  Twism  (The  World  Is 
Mine),  also  debuted  other  rappers.  Twism  Industries 
produces  hip-hop  apparel.  Huge  endorsement  deals  at 
Reebok  and  PepsiCo  alone  may  bring  him  $10  million. 
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g±  Emmitt  Smith,  27 
Dallas  Cowboys 
1995  rank:  Not  ranked 


Salary/Winnings:  $13,000,000 
Endorsements:  $  3,500,000 
Total:  $16,500,000 


The  Dallas  Cowboys'  star  running  back — and  last  year's  NFL  most  valuable 
player — became  the  latest  of  owner  Jerry  Jones'  bonus  babies  when  he 
inked  a  contract  with  a  $10.5  million  signing  bonus  in  August.  But  he's 
been  hobbled  by  injuries  this  year,  and  so  unlikely  to  regain  NFL  rushing 
crown.  Big  endorsement  deals  from  Reebok,  Starter,  Quarterback  Club. 


~    1995  rank:  14 


Salary/Winnings:  $15,000,000 
Endorsements:  $  500,000 
Total:  $15,500,000 


As  with  George  Foreman  two  years  ago,  one  fight  can  make  all  the  differ- 
ence. Underdog  Holyfield  was  guaranteed  $11  million  to  fight  Tyson  (see 
above)  in  November  and  got  some  $2  million  extra  on  brisk  pay-per-view 
sales.  Beating  Tyson  gives  him  leverage — at  least  $30  million  for  a  rematch. 
Endorsements  for  the  Atlanta  native,  once  scarce,  now  abound. 


Andre  Agassi,  26 

Tennis 

1995  rank:  7 


Salary/Winnings:  $  2,200,000 
Endorsements:  $13,000,000 
Total:  $15,200,000 


The  second-best-paid  endorser  in  the  Nike  stable,  behind  Michael  Jordan. 
The  Super  40  doesn't  count  equity  stakes,  which  is  too  bad  for  Andre,  since 
he  was  smart  enough  to  insist  on  Nike  stock  options  as  well  as  salary  for 
the  deal  he  cut  last  year.  Nike  has  quadrupled,  and  Andre  has  pocketed  a 
paper  profit  of  several  million  on  the  options.  He  plans  to  marry  actress 
Brooke  Shields,  or  will  it  be  a  merger? 


Arnold  Palmer,  67 
Golf 

1995  rank:  11 


Salary/Winnings: 

Endorsements: 

Total: 


$  100,000 
$15,000,000 
$15,100,000 


Has  few  endorsement  deals  for  less  than  $1  million  a  year.  Lots  of  takers: 
Cadillac,  Rolex,  Pennzoil,  GTE,  Rayovac,  Office  Depot.  New  deal  from 
Cooper  Tire.  Like  Jack  Nicklaus,  Arnie  now  looks  to  do  more  licensing, 
which  requires  less  time  and  offers  greater  long-term  potential.  Lexington 
Furniture  to  make  "Palmer  Home  Collection."  Some  200  mahogany 
pieces,  including  "Palmer  Carved  Pineapple  Tester  Bed." 
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Patrick  Ewing,  34 

New  York  Knicks 
1995  rank:  19 


1995  rank:  Not  ranked 


Salary/Winningsr  $  3,900,000 
Endorsements:  $  9,000,000 
Total:  $12,900,000 


Between  his  tattoos,  cross-dressing  and  an  affair  with 
Madonna,  Rodman  knows  how  to  manipulate  the 
press.  He  made  over  $2  million  from  his  tell-all  book, 
Bad  As  I  Wanna  Be,  and  pocketed  more  than  $2  mil- 
lion in  advances  for  his  next  two  tomes.  Also  $2  mil- 
lion to  star  opposite  Jean  Claude  Van  Damme  in  an 
upcoming  movie;  MTV  show;  etc.  Yet  compared  with 
teammate  Michael  Jordan,  these  are  small  figures. 
Rodman  gets  about  $2  million  in  endorsements.  He 
casts  the  wrong  image  for  most  consumer  brand  com- 
panies— but  not  for  Victoria's  Secret  and  Oakley  sun- 
glasses. 


Salary/Winnings:  $11,900,000 
Endorsements:  $  1,000,000 
Total:  $12,900,000 


Ewing  has  earned  the  second  part  of  his  $18.7  million  pay- 
check for  the  1995-96  season.  But  this  season  he  makes  a 
piddling  $3  million.  In  1997  he  will  be  a  free  agent  and 
seek  well  over  $10  million  a  year.  New  endorsements  by 
Discover  Card  and  Warner  Bros,  helped  with  income. 


Cal  Ripken  Jr.,  36 
Baltimore  Orioles 
1995  rank:  16 


Salary/Winnings:  $  6,000,000 
Endorsements:  $  6,000,000 
Total:  $12,000,000 


As  good  as  gold,  as  solid  as  a  rock.  Baseball's  iron 
man — he  broke  Lou  Gehrig's  cherished  consecutive - 
game  record  last  year — evokes  an  image  of  baseball  as 
most  fans  think  the  game  should  be.  Some  endorse- 
ments, but  Ripken  makes  most  of  his  off-the-field  loot 
by  marketing  his  likeness  to  his  fans,  through  licensed 
lithographs,  minted  coins  and  the  like. 
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©Roy  Jones  Jr.,  26 
Boxing 
1995  rank:  Not  ranked 


Salary/Winnings:  $12,000,000 

Endorsements:  $0 

Total:  $12,000,000 


With  about  $70  million  committed  to  boxing  a  year, 
through  its  Home  Box  Office  and  tvko  pay-per-view 
arms,  Time  Warner  is  the  biggest  bank  in  boxing.  The 
suits  at  Time  Warner  have  identified  supermid- 
dleweight  Roy  Jones  Jr.  as  a  comer.  He  fought  on  hbo 
four  times  last  year,  winning  the  fight — and  about  $3 
million — each  time. 


®Dan  Marino,  35 
Miami  Dolphins 
1995  rank:  40 


Salary/Winnings:  $  9,200,000 
Endorsements:  $  2,500,000 
Total  $11,700,000 


With  a  new  contract  (including  a  hefty  $5.8  million 
signing  bonus)  and  a  new  coach  (former  Dallas  Cow- 
boys chief  Jimmy  Johnson),  Marino  hoped  his  14th 
NFL  season  would  bring  him  his  first  Super  Bowl  ring. 
But  early  in  the  season  he  broke  his  ankle,  and  his 
Miami  Dolphins  swooned.  Endorsements  from  Nike, 
Logo  Athletic,  Sprint,  McDonald's,  many  more. 


/pt  Wayne  Gretzky,  35 
New  York  Rangers 
1995  rank:  10 


Salary/Winnings:  $  6,000,000 
Endorsements:  $  5,500,000 
Total:  $11,500,000 


To  fit  under  the  National  Hockey  League's  team  salary  cap,  "The  Great 
One"  had  to  take  a  pay  cut  to  join  the  New  York  Rangers  (and  former 
teammate  Mark  Messier).  No  problem:  Cablevision  and  ITT,  the  team's 
owners,  made  it  up  to  him  with  a  $l-million-a-year  contract  for  "off-ice 
projects."  Many  endorsements,  but  this  year  might  mark  his  most  impres- 
sive score:  He's  the  first  person  to  have  his  face  on  labels  of  Campbell's 
Soup  cans — 50  million  of  them. 
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Nddick  Bow< 

3,  29 

>oxtn§ 
.995  rank:  4 

/innings:  $11,500,000 
nents:  $0 

$11,500,000 


Bowe  got  $5  million  to  fight  Poland's  Andrew  Golota 
in  June  at  Madison  Square  Garden.  A  postfight  melee 
shamed  even  the  boxing  world.  Bad  news  for  Bowe's 
manager,  Rock  Newman,  who  was  suspended  for  a 
year  from  fights  in  New  York  State,  and  several  Bowe 
hangers-on,  who  faced  criminal  charges.  Nevertheless, 
this  month's  rematch  should  get  Bowe  $6.5  million. 


® Oscar  De  La  Hoya,  23 
Boxing 
1995  rank:  Not  ranked 


Salary/Winnings:  $10,800,000 
Endorsements:  $  500,000 
Total:  $11,300,000 


The  Golden  Boy  has  the  potential  to  be  the  most  mar- 
ketable nonheavyweight  since  Sugar  Ray  Leonard. 
Assets:  movie  star  looks,  an  "aw  shucks"  demeanor  and 
amazing  boxing  skills.  Already  good  endorsements  for 
a  boxer:  Mennen,  John  Henry  clothing,  Anheuser- 
Busch.  Fought  twice  this  year,  including  a  June  victo- 
ry over  Mexico's  legendary  Julio  Cesar  Chavez,  which 
earned  him  $8.75  million.  Expect  an  even  more  lucra- 
tive rematch  next  summer. 


as  Pete  Sampras,  25 
•J  Tennis 
1995  rank:  15 


Salary/Winnings:  $  3,300,000 
Endorsements:  $  8,000,000 
Total:  $11,300,000 


He's  a  robot  on  the  court,  but  advertisers  like  this  soft- 
spoken  winner.  Fat  endorsement  contracts  from  Nike, 
Wilson,  Movado  watches,  videogames,  business  air- 
craft, mbna  credit  card,  RCA.  He  scores  huge  appear- 
ance fees  at  major  tournaments  and  pulls  in  $150,000 
for  one-day  exhibitions.  Hurt  a  bit  by  Andre  Agassi's 
mediocre  play  this  year — the  Andre-Pete  rivalry  rang 
the  cash  register  for  both  of  them  in  1995. 
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©Grant  Hill,  24 
Detroit  Pistons 
1995  rank:  24 


Salary/Winnings:  $  4,300,000 
Endorsements:  $  6,500,000 
Total:  $10,800,000 


Hill  has  almost  single-handedly  revitalized  Fila's  sneak- 
er line.  His  shoes  are  outsold  only  by  Nike's  Air 
(Michael)  Jordans.  Other  endorsements:  Sprite,  GMC 
trucks,  Kellogg's,  McDonald's,  etc. 


(J) 


Ken  Griffey  Jr.,  27 
Seattle  Mariners 
1995  rank:  23 


Salary/Winnings:  $  8,000,000 
Endorsements:  $  2,800,000 
Total:  $10,800,000 


For  the  third  year  in  a  row,  "Junior"  had  to  sit  out  part 
of  the  season — this  time  due  to  a  broken  bone  in  his 
hand — but  the  slugger  still  hit  49  homers,  making  him 
one  of  the  youngest  players  in  baseball  history  to  reach 
200  home  runs  in  a  career.  He  is  also  one  of  the  few 
endorsement  superstars  in  baseball,  with  sizable  deals 
from  Nike,  Nintendo,  Upper  Deck  and  Wheaties. 


1995  rank:  20 


Salary/Winnings:  $  2,500,000 
Endorsements:  $  8,000,000 
Total:  $10,500,000 


"The  Intimidator"  hasn't  won  the  Winston  Cup  cham- 
pionship— the  World  Series  of  the  Nascar  circuit — since 
1994,  but  the  seven-time  champ  remains  stock  car 
racing's  most  popular  driver.  This  year  he  sold  the 
company  responsible  for  his  souvenir  licensing  for  $30 
million,  but  will  retain  royalties  for  at  least  the  next  1 5 
years.  Worst  year  on  track,  however:  27  races  without 
a  win  (longest  in  his  career),  and  he  broke  his  sternum 
and  collarbone  in  a  spectacular  crash  in  July. 


Go°chvrenc/7  & 
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obinson,  31 
am  Antonio  Spurs 
995  rank:  18 


$7,400,000 
$2,000,000 
$9,400,000 


This  is  the  last  year  of  the  Admiral's  automatically  esca- 
lating contract — which  guarantees  to  make  him  one  of 
the  two  highest-paid  players  in  the  league.  He  begins 
a  more  traditional  four-year  extension  next  year.  Total 
damage:  about  $50  million.  New  endorsements:  Dori- 
tos,  AT&T  and  Old  Spice,  to  go  with  Nike,  Casio  and 
Franklin  sporting  equipment. 


Hakeem  Olajuwon,  33 
Houston  Rockets 
1995  rank:  27 


Salary/Winnings:  $6,800,000 
Endorsements:  $2,500,000 
Total:  $9,300,000 


The  soft-spoken,  Nigerian-born  Olajuwon  has  long 
been  the  NBA's  "international  ambassador."  The  NBA 
now  uses  him  as  its  chief  promoter  of  consumer  prod- 
ucts; that  deal  pays  him  $250,000.  Clothing  line  and 
a  line  of  low-priced  sneakers  with  Spalding,  plus  other 
endorsements. 


Clyde  Drexler,  35 
Houston  Rockets 
1995  rank:  Not  ranked 


Salary/Winnings:  $8,900,000 
Endorsements:  $  300,000 
Total:  $9,200,000 


Clyde  the  Glide  makes  the  Super  40  for  the  first — and 
likely  the  last — time,  courtesy  of  a  $9.7  million  one- 
time salary  earned  during  the  1995-96  season.  (Until 
modified  this  year,  NBA's  salary  cap  rules  allowed  play- 
ers to  get  large  one-year  salaries  to  compensate  for 
below-market  salaries  in  previous  years.)  But  playing 
with  fellow  Super  40  entrants  Hakeem  Olajuwon  and 
Charles  Barkley  should  keep  him  in  the  spotlight  for 
the  entire  basketball  season. 
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Fhe  man  works 

in  paradise. 
Vhat  else  woul 
he  wear? 


TALK  ABOUT  A  DREAM  JOB.  NOT  ONLY  DOES  MARK  ROLFING  GET  TO  SHOWCASE 
SOME  OF  THE  WORLD'S  MOST  SPECTACULAR  RESORTS.  HE  GETS  TO  WEAR 
CLOTHES  AS  RELAXED  AND  INVITING  AS  HIS  WORKPLACE. 
CATCH  "GOLF  HAWAII,"  ON  ESPN-SUNDAYS,  NOV.  24-DEC.  29  AT  8:30  A.M.,  JAN.  5-FEB.  2  AT  8  A.M.  (EST). 


THE       EXCEPTIONAL  SHIRT 


T?.    1995  rank:  Not  ranked 


Salary/Winnings:  $9,000,000 

Endorsements:  $0 

Total:  $9,000,000 


Chavez  made  $7  million  losing  to  Oscar  De  La  Hoya. 
But  the  Mexican,  considered  at  one  time  to  be  the  best 
pound-for-pound  fighter  in  the  world,  has  more  trou- 
ble outside  the  ring.  An  arrest  warrant  for  Chavez  was 
issued  in  his  hometown  of  Culiacan.  The  charge:  fail- 
ure to  pay  $1.3  million  in  taxes.  Chavez  has  dedicated 
most  of  the  earnings  from  his  October  fight  against 
Joey  Gamache  to  the  Mexican  government. 


Michael  Chang,  24 
Tennis 

1995  rank:  28 


Salary/Winnings:  $2,500,000 
Endorsements:  $6,500,000 
Total:  $9,000,000 


The  most  popular  athlete  in  Asia,  he's  now  the  number 
two  player  in  the  world.  His  modest,  good  guy  routine 
plays  well  globally.  Gets  $300,000  from  some  Asian 
tournaments  just  to  show  up.  But  his  biggest  money 
comes  from  Reebok  and  Prince:  The  Michael  Chang 
frame  is  the  top-seller  in  the  world.  Inked  two  new 
deals — Discover  Card  in  U.S.,  and  Tiger  Balm,  a  Sin- 
gapore-based Ben-Gay  competitor. 


Tiger  Woods,  20 
Golf 

1995  rank:  Not  ranked 


Salary/Winnings:  $  800,000 
Endorsements:  $8,000,000 
Total:  $8,800,000 


Woods  debuts  at  number  26;  expect  him  to  crack  the  top  10  next  year  and 
stay  there  for  a  long,  long  time.  Since  turning  pro  four  months  ago,  Woods 
has  singlehandedly  rekindled  interest  in  golf,  winning  two  tournaments  and 
kudos  galore  for  poise  and  manner.  Nike  (shoes  and  apparel)  and  Titleist 
both  gave  him  five-year  deals  that  should  yield  Woods  $60  million.  (Sign- 
ing bonuses  from  those  contracts  propel  him  onto  the  list  this  year.)  He 
also  got  $2.2  million  from  Warner  Books.  Expected  to  join  other  Super 
40s  at  Official  All  Star  Cafe.  Could  do  a  dozen  other  deals,  but,  says  agent 
Hughes  Norton:  "He's  got  so  much  time — why  rush  it?" 
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John  El  way,  36 
Denver  Broncos 
1995  rank:  Not  ranked 


Salary/Winnings:  $6,800,000 
Endorsements:  $2,000,000 
Total:  $8,800,000 


Elway  is  the  oldest  football  player  on  die  Super  40,  but 
he  and  the  Denver  Broncos  are  having  one  of  their 
best  seasons  ever.  Elway  gets  a  boost  from  a  new  con- 
tract (with  a  sizable  signing  bonus)  and  income  from 
the  Quarterback  Club,  a  group  of  star  players — includ- 
ing fellow  Forbes  All-Stars  Marino,  Smith,  Aikman 
and  O'Donnell — that  rake  in  extra  cash  by  licensing 
jersey  replicas,  posters  and  jackets. 


©Neil  O'Donnell,  30 
New  York  Jets 
1995  rank:  Not  ranked 


Salary/Winnings:  $8,500,000 
Endorsements:  $  300,000 
Total:  $8,800,000 


After  leading  the  Pittsburgh  Steelers  to  the  Super  Bowl  last  season,  O'Don- 
nell jumped  ship  for  New  York,  where  Jets  owner  Leon  Hess  inked  him  to 
a  contract  with  a  $7  million  signing  bonus.  Then  Hess  hired  two  top  offen- 
sive linemen  to  protect  his  new  star.  Oops.  The  hapless  Jets  lost  their  first 
eight  games. 


Steve  Young,  35 
San  Francisco  49ers 
1995  rank:  35 


Salary/Winnings:  $4,500,000 
Endorsements:  $4,000,000 
Total:  $8,500,000 


Young  has  become  the  endorser  for  all  seasons,  pitching  everything  from 
shoes  (Nike)  and  sports  drinks  (Pepsi's  All  Sport)  to  computers  (Sun 
Microsystems),  shampoo  (Pert  Plus)  and  even  magazines  (Forbes).  So 
what's  Young's  secret?  An  ail-American  image  that  attracts  companies  in 
droves. 


1995  rank:  25 


Salary/Winnings:  $7,200,000 
Endorsements:  $1,200,000 
Total:  $8,400,000 


"The  Big  Hurt"  got  hurt  for  the  first  time  in  his  career  in  July,  but  when 
he  played,  the  linebacker-size  first  baseman  had  arguably  his  best  season 
yet,  hitting  40  home  runs  for  the  third  time  in  four  seasons.  But  he  has  yet 
to  develop  an  endorsement-friendly  image. 
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Mario  Lemieux,  31 

Pittsburgh  Penguins 
1995  rank:  Not  ranked 


■Salary/Winnings:  $7,500,000 
Endorsements:  $  800,000 
Total:  $8,300,000 


A  wasted  asset.  Lemieux  should  be  a  hero:  he  over- 
came cancer  and  chronic  back  pain  to  win  the  nhl's 
most  valuable  player  award  last  season  and  take  his 
Pittsburgh  Penguins  to  within  one  game  of  the  Stan- 
ley Cup  finals.  Yet  by  his  own  choosing  he  does  litde 
to  promote  himself,  and  his  off-ice  income  suffers 
accordingly. 


Jack  Nicklaus,  56 
Golf 

1995  rank:  8 


Salary/Winnings:  $  400,000 
Endorsements:  $7,800,000 
Total:  $8,200,000 


A  bad  year  for  Jack's  annual  income;  a  great  year  for 
his  net  worth.  Nicklaus  folded  his  golf  schools,  golf 
course  construction  company,  driving  ranges  and  a  30- 
year  master  licensing  arrangement  into  Golden  Bear 
Golf  Inc.  and  took  it  public  in  August.  He  owns  58%, 
worth  about  $20  million.  Since  the  Forbes  Super  40 
list  doesn't  count  equity  stakes,  Jack  falls  quite  a  bit  on 
the  income  scale,  but  he  retains  his  stellar  endorsement 
portfolio  and  receives  an  $800,000  salary  from  the 
public  company. 


©Barry  Bonds,  32 
San  Francisco  Giants 
1995  rank:  29 


Salary/Winning^  $8,000,000  . 
Endorsements:    1  $  300,000 
Total:  $8,300,000 


On  the  field,  Bonds  was  baseball's  highest-paid  player 
in  1996;  off  the  field,  his  surly  reputation  cost  him 
endorsement  deals.  Bonds  publicly  said  he  wanted  to 
be  traded  after  the  San  Francisco  Giants  demoted  his 
father,  Bobby,  the  team's  batting  coach.  No  deal 
emerged.  But  Bonds  earns  his  large  paycheck.  In  1996 
he  became  only  the  second  man  in  baseball  history  to 
hit  40  home  runs  and  steal  40  bases  in  one  season. 


■ 
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Damon  Hill,  36 

J  Auto  racing 

1995  rank:  Not  ranked 


Salary/Winnings:  $7,500,000 
Endorsements:  $  700,000 
Total:  $8,200,000 


The  Rodney  Dangerfield  of  Formula  One,  Hill  was  the 
Grand  Prix  circuit  champion  this  year,  but  most  credit 
his  car  (a  Williams-Renault),  not  his  abilities.  He  makes 
far  less  than  number  three  Michael  Schumacher,  and 
was  even  dumped  by  highly  regarded  Williams  team  at 
the  end  of  the  year.  He'll  race  for  less  prestigious  TWR- 
Arrows  squad  next  year.  But  don't  cry  for  this  Brit:  He 
makes  another  $700,000  pitching  watches  and  Cellnet 
phones. 


1995  rank:  Not  ranked 


Salary/Winnings:  $4,900,000 
Endorsements:  $3,200,000 
Total:  $8,100,000 


After  leading  the  Cowboys  to  three  Super  Bowl  victories  in  the  last  four 
years,  Aikman  makes  the  Super  40  list  for  the  first  time.  Aikman  pitches  for 
Coke  and  jumped  from  Nike  to  Adidas,  but  his  biggest  deal,  worth  about 
$1.5  million,  is  with  Logo  Athletics,  a  sports  apparel  company. 


SS  George  Foreman,  47 
•J  Boxing 
w    1995  rank:  6 


Salary/Winnings:  $3,000,000 
Endorsements:  $5,000,000 
Total:  $8,000,000 


He  fought  just  once,  beating  up  a  mediocre  former  kickboxer  in  Japan  in 
November.  But  Time  Warner  pays  him  $1.5  million  for  boxing  commen- 
tary and  promoting  HBO.  More  pay  from  Meineke,  Thompson  Water  Seal, 
videogames,  Motorola,  a  cookbook,  and  tons  of  speaking  engagements. 


©Charles  Barkley,  33 
Houston  Rockets 
1995  rank:  32 


Salary/Winnings:  $4,500,000 
Endorsements:  $3,500,000 
Total:  $8,000,000 


Traded  from  the  Phoenix  Suns  to  highly  regarded  Houston,  which  should 
aid  his  exposure.  Needs  it:  Basketball's  bad  boy  remains  in  Nike  stable,  but 
no  national  ad  campaigns  currently.  McDonald's  deal,  but  since  it's  an  offi- 
cial league  sponsor,  it  can  get  away  with  paying  him  and  other  NBA  players 
less.  Long-term  deal  with  Right  Guard  deodorant. 
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RAYMOND  WEIL 

GENEVE 


For  a  brochure  write  to:  Raymond  Weil,  Dept  AD,  587  Fifth  Avenue.  New  York,  N.Y.  10017 


i  .  V  5368/G/GR 


RAYMOND  WEIL 


©Greg  Norman,  41 
Golf 
1995  rank:  17 


Salary/Winnings:  $  900,000 
Endorsements:  $7,000,000 
Total:  $7,900,000 


He  choked  in  die  Masters  and  was 
eclipsed  by  golfing  phenom  Tiger 
Woods  in  the  endorsement  depart- 
ment. But  the  Great  White  Shark 
gets  lots  of  green  from  Reebok, 
Maxfli,  Chevrolet.  Can  get  up  to 
$250,000  just  for  playing  in  some 
European  tournaments. 


Cecil  Fielder,  33 
New  York  Yankees 
1995  rank:  39 


Salary/Winnings:  $7,300,000 
Endorsements:  $  200,000 
Total:  $7,500,000 


A  late-season  trade  brought  this  beefy  banger  to  the  Bronx  Bombers,  where 
he  helped  the  Yankees  win  their  first  World  Series  since  1978.  His  share  of 
the  victory  bonus  was  enough  to  nudge  him  back  on  the  list. 


©Gerhard  Berger,  37 
Auto  racing 
1995  rank:  13 


Salary/Winnings:  $7,000,000 
Endorsements:  $  500,000 
Total:  $7,500,000 


Replaced  by  Michael  Schumacher  on  Formula  One's  Ferrari  team,  Berger 
and  teammate  Jean  Alesi  subsequendy  replaced  Schumacher  on  the  Benet- 
ton squad.  Both  took  pay  cuts:  Alesi  falls  off  the  list,  while  Berger  squeaks 
on.  The  Austrian  retains  some  minor  endorsements  in  his  homeland.  Even 
so,  Berger  pocketed  over  $1  million  more  than  last  year's  40th-ranked 
member  of  the  Super  40  (Dan  Marino,  see  number  13,  above). 
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comes  the  explosion  in  cable  sports  programming, 
for  the  inevitable  shakeout. 


he  Hula  Hoop  network? 


\ 


By  Peter  Newcomb 

Looking  for  sports  thrills  on  the 
tube?   Monday  Night  Football  is 
almost  passe:  Flip  to  Speedvision, 
where  you  can  see  everything  from 
Formula  One  race  cars  to  Air 
Force  Thunderbirds  scream- 
ing along  at  unthinkable 
speeds.  Hunting?  Don't 
miss   Charlie  White's 
Fishing    Machine  or 
Hunting  With  Hank 
on  the  Outdoor  Life 
Network.  And  if  you 
happened    to  have 
missed  the  end  of  the  i 
New     York  Jets' 
inevitable  last  loss, 
don't  worry. 

You  can  catch 
all  the  highlights 
on   one   of  the 
soon- to- be -three 
all-sports  24-hour 
news  networks. 

Sports  program- 
ming is  everywhere, 
from  High  Country 
Climber  to  the  Hay- 
ward  World  Lumberjack 
Championship.  This  month 
cable  news  powerhouse  CNN 
and  sports  print  authority  Sports 
Illustrated  will  team  up  to  launch  a 
new  24-hour  all-sports  news  channel 
called  CNN/si.  The  new  service  will 
join  an  already  crowded  field  that's 
filling  a  previously  unrecognized 
demand:  all  sports  news,  all  the  time. 

The  fledgling  network  is  going  up 
against  a  formidable  foe  in  espnews, 
another  all-sports  news  channel  cre- 
ated by  Disney's  cable  TV  sports  unit 
ESPN,  and  NewSport,  an  all-sports 
news  channel  50%  owned  by  Tele- 
Communications,  Inc. 

Launched  last  month,  espnews  is 
seen  in  just  under  half  a  million  cable 
households.  Doing  sports  on  cable 
since  1979,  ESPN  is  confident  that  its 
news  channel  will  be  the  one  viewers 


turn  to  for  all  their 
sports  news  information,  no  matter 
how  arcane.  "There  was  a  time  when 
conventional  wisdom  held  that  ESPN 
was  a  goofy  idea  that  would  ulti- 
mately fail,"  recalls  Speedvision  and 
Outdoor  Life  President  Roger 
Werner,  a  onetime  president  of  espn. 
"Of  course,  now  it's  a  juggernaut." 

CNN/si  is  brimming  with  equal 
confidence.  Not  only  does  it  have 
Sports  Illustrated'?,  vaunted  editorial 
department  to  pull  from — writers  and 
editors  will  appear  on  camera  and  talk 
about  their  stories — but  CNN/si  will 
also  have  CNN's  satellite  system  to 


give  it  a  leg  up  on  breaking  sports 
stories  from  around  the  world. 

Perhaps  best  of  all  is  cnn/si's 
trump  card:  Its  parent,  Time  Warner, 
is  one  of  the  largest  cable  system 
operators  in  the  U.S.  As  it  has  done 
with  Rupert  Murdoch's  Fox  News 
Channel  in  New  York  City  (Forbes, 
Noi\  4),  Time  Warner  has  yet  to  put 
espnews  on  any  of  its  cable  systems. 

NewSport  has  the  most  to  lose 
from  the  new  entrants.  Though  the 
24-hour  sports  news  channel  has 
been  up  and  running  for  about  three 
years  and  has  9  million  subscribers,  it 
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Whether  it's  wending  its  way  through 
a  hairpin  turn  or  sitting  at  a  stop  light, 
the  new  Dodge  Intrepid  Sport  is  always 
thinking.  Its  39  data  sensors  are 
constantly  gathering  information 
about  various  systems 
And  as  many  as 
seven  onboard 
computers  use  that 
data  to  make  calculations  which  can 
enhance  Intrepid 's  performance,  safety 
and  passenger  comfort. 

In  fact,  Intrepid 's  sophisticated 


computer  network  can  process 
over  24  million  bits  of  information 
per  second.  Which  means  it  can  choose 
shift  points  for  optimum  fuel  economy, 
turn  off  interior  lights  if 
i  a  door  is  left  ajar,  or 

check  the  status  of  the 
available  anti-lock 
brakes. ..all  without  you  giving  those 
things  a  second  thought 

For  still  more  information,  call 
1-800-4-A-DODGE  or  visit  our  Web 
site  at  http://www.4adodge.com 


Intrepid  M  The  New  Dodge 


Always  wear  your  seat  belt. 


5  mostly  on  taped  highlights, 
match  for  entertainment  giants 
y  and  Time  Warner,  which  are 
ining  significant  original 
gramming,  including  editorials, 
interview  shows  and  viewer  call-in 
programs  at  cnn/si. 

Some  predict  even  two  sports  news 
services  may  be  overkill — let  alone 
three.  "Is  there  room  for  two  sports 
news  networks  in  a  60-channel  envi- 
ronment? No,"  says  Jean 
McCormick,  a  TV  executive  who  was 
instrumental  in  setting  up  cnn/si. 
"But  in  a  500-channel  environment, 
yes.  There's  probably  room  for  ten." 

Why  the  proliferation  of  TV  sports? 
Demand  for  new  programming  has 
jumped  along  with  capacity, 
which    has    increased  to 
around  60  channels  from 
just  40  in  three  years. 
Both  ESPN  and  CNN 
saw  sports  news  as  a 
cheap  brand  exten- 
sion,  since  both 
networks  already 
produced  lots  of 
sports  program- 
ming. Increasing 
production  to  fill 
up    an    all -news 
format    can  be 
done  at  marginal 
additional  expense, 
given  the  repetitive 
nature     of  news 
updates. 

Others  saw  the 
opportunity  to  create  new 
niches.  In  just  under  two  years 
the  Golf  Channel  has  carved  out  a 
nice  little  piece  of  the  cable  pie  serv- 
ing up  nothing  but  golf  tournaments 
and  other  golf-related  programming. 
With  some  6  million  subscribers,  Golf 
Channel  Chief  Executive  Joseph 
Gibbs  figures  he's  over  a  third  of  the 
way  home  to  profitability.  And  with 
over  25  million  golfers  in  the  U.S., 
and  big  advertisers  like  Cadillac  and 
Rolex,  Gibbs  is  confident  that  he  will 
be  in  the  black  well  ahead  of  his  busi- 
ness plan. 

Werner's  Speedvision  and  his  other 
channel,  Outdoor  Life,  reach  a  broad 
cross-section  of  viewers,  rather  than 
focusing  on  any  particular  sport. 
"We're  not  disciples  of  supernarrow 
niche  programming,"  Werner  says. 

Speedvision  is  geared  around  all 


things  that  go  fast,  from  150-mile- 
per-hour  motorcycling  events  to  off- 
shore powerboat  racing.  Outdoor 
Life  is  a  hodgepodge  of  lifestyle 
shows,  with  sports  programming 
accounting  for  some  50%  of  the  mix, 
from  skiing  and  snowmobiling  tp  sail- 
ing and  kayaking.  There's  some  live 
coverage,  but  the  more  obscure  stuff 
is  taped.  About  a  year  old  and  backed 
by  Cox  Communications,  US  West 
and  Comcast  Corp.,  both  stations  are 
ahead  of  their  projections,  with 
Speedvision  in  8  million  homes  and 
Outdoor  Life  in  6  million. 


on 


Taking  the  barest-of-bones  ap- 
proach is  Classic  Sports  Network, 
which  mostly  airs  reruns  of  great  and 
memorable  moments  in  sports,  from 
the  days  of  Babe  Ruth  to  the  recent 
exploits  of  Michael  Jordan's  Chicago 
Bulls.  "We  look  at  it  as  if  we're  every- 
thing in  sports  that  happened  before 
today,"  says  Classic  Sports  Network 
Chief  Executive  Brian  Bedol. 

There's  little  on-air  talent,  with  just 
one  host  introducing  the  canned  pro- 
grams. It's  been  a  hit:  The  station  is 
seen  by  over  12  million  cable  sub- 
scribers. 

But  in  January  a  joint  venture  of 
itt  Corp.  and  Dow  Jones  &  Co., 
WBIS+,  will  replace  the  Classic  Sports 


Network  in  New  York  with  its  own 
programs.  That's  4  million  cable 
viewers  lost  for  Classic  Sports.  WBIS+ 
plans  to  provide  a  combination  of  live 
sporting  events  at  night — like  New 
York  Knicks  and  Rangers  games — 
and  business  programming  during 
the  day. 

Comcast  Corp.,  already  owner  of 
two  professional  sports  teams — the 
Philadelphia  76ers  and  Flyers — is  also 
making  a  big  push  into  local  sports 
programming. 

Through  its  Comcast  Network 
channel,  which  reaches 

more  than  1  million  cable  subscribers 
16  systems  throughout  the 
Philadelphia  and  New  Jersey 
area,  viewers  can  watch  col- 
lege and  even  high  school 
sporting  events  of  their 
local  teams.  "We're 
trying  to  reinvent 
local  programming 
for  cable  TV,"  says 
Comcast  Network's 
general  manager 
Patrick  Scanlon. 
"People  connect 
with  local  sports, 
and  we  intend  to 
make  it  one  of  our 
franchises." 
Of  course  the 
more  fragmentation 
there  is,  the  more 
thinly  the  ad  dollars  get 
spread  around.  Whereas  a 
30-second  ad  on  ESPN  can 
command  six  figures,  ads  on  many 
of  the  niche  networks  sell  for  just 
hundreds  of  dollars.  "They  can't  all 
survive  on  advertising,"  says  Jerry 
Solomon,  president  of  national 
broadcasts  for  sfm  Media,  a  New 
York-based  ad  buyer. 

Kenneth  Schanzer,  executive  vice 
president  for  NBC  Sports,  thinks  on- 
line computer  services  will  fill  the 
need  for  immediate  sports  news 
information  as  consumers  get  used 
to  surfing  the  Net.  Others  agree. 
"Clearly  the  market  can't  support 
all  that  is  being  thrown  at  it,  so 
there  will  be  a  shakeout  at  some 
point,"  predicts  Michael  Yagemann, 
who  does  media  deals  for  Bear, 
Stearns.  "The  Horseshoe  Channel? 
You'll  get  that  on  the  Internet. 
There  aren't  enough  channels  to 
get  to  that  level."  ■■ 
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3all  has  been  good  to  Magic  Johnson, 
;s  determined  to  become 
i  more  successful  as  an  investor. 

f  he  Magic 
and  the  money 


By  Robert  La  Franco 

Seated  at  a  sun-splashed  corner 
table  in  the  Boulevard  Cafe,  a  soul 
food  institution  anchoring  the  run- 
down Santa  Barbara  Plaza  in  the  pre- 
dominantly black  Baldwin  Hills  sec- 
tion of  Los  Angeles,  63-year-old 
Corinthian  Uqdah  recounts  the  bat- 
tles he  had  with  looters  during  the 
1992  Los  Angeles  riots. 

Every  morning,  after  the  nighttime 
ravaging  had  ceased,  Uqdah  returned 
to  his  hair  salon  across  from  the 
Boulevard  to  assess  the  damage.  In 
the  evenings  he  boarded  up  the 
broken  windows  and  fled  for  home. 

Uqdah's  Ubora  Smooth  as  Silk 
salon  and  beauty  products  company 
does  about  $200,000  a  year  in  rev- 
enues, but  it  could  do  much  better  if 
the  neighborhood  were  spiffed  up. 

Help  is  on  the  way.  Former  Los 
Angeles  Laker  star  Earvin  (Magic) 
Johnson  is  closing  in  on  a  deal  to  buy 
the  shopping  center.  In  a  nearby  mall 
a  new  12-screen  multiplex,  the  Magic 
Theatres,  a  joint  venture  with  Sony 
Corp.,  has  increased  sales  volume  by 
more  than  50%  since  it  opened  in 
June  of  1995.  That  has  helped  boost 
occupancy  at  the  mall  from  65%  to 
98%,  and  convinced  Federated 
Department  Stores  to  upgrade  its 
existing  Broadway  store  to  a  Macy's, 
rather  than  pull  out  as  it  had  planned. 

Johnson  is  bringing  a  lot  of  magic 
to  the  neighborhood.  Diagnosed  as 
hiv  positive  in  1991,  and  retired  from 
basketball  for  good  this  year,  Johnson, 
37,  is  driving  to  the  net  again — this 
time  in  America's  inner  cities. 

At  a  projected  $5  million-plus  in 
ticket  sales  for  this  year,  the  Baldwin 
Hills  theater  has  become  one  of  the 
■  grossing  movie  outlets  in  the 
cou.   ry.  Another  one  opened  in 


performance  team,  adult  and  chil- 
dren's basketball  camps,  5%  owner- 
ship of  the  Lakers  plus  a  stake  in 
planned  or  existing  commercial  real 
estate  projects.  Forbes  figures  John- 
son's net  worth  is  edging  up  to  $100 
million.  And  the  best  is  yet  to  come. 

"It's  important  to  help  the  com- 
munity, but  the  number  one  goal 
here  is  to  make  money,"  Johnson 
says.  "This  is  not  charity." 

For  Johnson,  running  a  business 
has  become  as  important  as  running 
a  fast  break.  He  missed  out  on  the 
boom  years  in  basketball,  but  John- 


A  Saturday  night  crowd  outside  the  Magic  Theatres  in  Baldwin  Hills,  Los  Angeles 

"We  want  to  upgrade  and  improve  everybody's  business,"  says  Magic  Johnson. 


urban  Atlanta  last  month.  A  dozen 
more  are  coming  within  the  next 
three  years.  It's  the  start  of  what 
Johnson's  advisers  say  is  an  all-out 
bid  to  become  America's  most 
important  black  entrepreneur. 

Starting  modestly  with  a  T  shirt 
licensing  company,  Johnson  has  built 
a  $60-million-a-year  business,  includ- 
ing concert  promotions,  a  traveling 


son's  shrewd  maneuvering  and  off- 
court  teamwork  have  made  him  into 
one  of  the  most  financially  successful 
athletes  of  his  generation,  on  a  par 
with  Jack  Nicklaus  and  Arnold 
Palmer  (Forbes,  Dec.  19,  1994). 

That  success  was  slow  in  coming. 
Two  years  after  joining  the  Lakers,  at 
the  age  of  22,  Johnson  was  thrilled  to 
sign  a  deal  that  paid  him  $1  million  a 
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WE 


CONNECT 


HUBS 


AND 


SPOKES 


AND 


HOPES. 


Connecting  through  a  convenient  network 
of  hubs  in  Detroit,  Minneapolis/St.  Paul, 
Memphis,  Tokyo  and  Amsterdam, 
Northwest  Airlines  lifts  off  and 

touches  down  more 
than  1,700  times  a  day 
in  hundreds  of  cities 
throughout  Europe, 
Asia  and  North  America. 
Which  matters  very  much  to  people  like 
Distance  Champion  Deanna  Sodoma  who 
travels  with  us  wherever  in  the  world 
there's  a  race  to  be  won  and  a  record  to 
be  broken. 

Wherever  you  chase  your  dreams,  ask 
your  travel  agent  to  book  you  on  a 

convenient  Northwest  Airlines  flight 
or  call  us  directly  at 
1  •  800  •  225  •  2525. 


www.nwa.com 


1*800*225*2525 


j  Northwest  Airlines  Inc.       Northwest  recyc  les  enough  paper  products  in  one  year  to  save  4.026.000  kilowatts  of  energy  O 


at  for  25  years.  Peanuts  compared 
vjth  the  $14  million  that  Orlando 
Magic  forward  Horace  Grant  will 

ike  this  year,  but  it  was  a  stunning 
number  in  1981,  when  even  Laker 
center  Kareem  Abdul-Jabbar  was  only 
earning  about  $2  million  a  year. 

It  was  a  dumb  deal  for  Johnson. 
He  forgot  that,  25  years 
out,  $1  million,  even  at 
modest  inflation  rates, 
would  be  worth  only  half 
that.  Much  of  the  money 
was  deferred  until  late  in 
the  contract.  Agents  took 
4%,  and  an  additional  10% 
of  everything  else  they 
negotiated  for  him. 

Realizing  he  had  been 
had,  Johnson  decided  he 
needed  better  advice.  He 
befriended  Joe  Smith,  the 
powerful  president  of 
Warner  Bros.  Records,  now 
a  music  business  consul- 
tant, who  sat  courtside  for 
every  Laker  home  game. 
Over  dinner  one  night  in 
Hollywood's  Le  Dome 
restaurant,  Smith  intro- 
duced Johnson  to  agent 
Michael  Ovitz. 

Thus  was  born  an  infor- 
mal Magic  Johnson  adviso- 
ry group  he  labeled  Team  HB^B 
Magic.  It  included  Ovitz, 
Smith,  a  local  business  attorney,  John 
Argue,  Lakers  promotions  chief  Lon 
Rosen,  and  two  business  managers, 
Warren  Grant  and  Joel  Ehrenkranz. 
Recalls  Smith.  "We  told  him  to  be 
careful  who  you  trust,  and  never  give 
anyone  too  much  trust." 

In  1986  Johnson  dumped  his 
lawyer.  He  made  Rosen  his  agent, 


Argue  his  new  attorney  and  autho- 
rized Grant  and  Ehrenkranz  to 
handle  his  investments.  He  paid  them 
on  an  hourly  basis  rather  than  a  per- 
centage— effectively  cutting  his  man- 
agerial costs  to  well  below  5%  of  his 
annual  income. 

With  Ovitz'  help  he  renegotiated  a 


Magic,  the  businessman 

"Charity  is  charity.  I'm  in  business  to  make  money.' 


seven-year,  $22  million  contract  in 
1988  and,  with  Rosen  and  Argue, 
forced  the  restructuring  of  a  Con- 
verse endorsement  deal  that  lifted  his 
annual  fee  from  about  $210,000  a 
year  to  more  than  $1  million,  plus 
royalties. 

Ovitz  also  snagged  Johnson  a 
PepsiCo  deal  that  gave  him  33% 


ownership  in  a  Maryland  distributor, 
valued  at  more  than  $15  million,  for 
a  cash  outlay  of  less  than  half  that. 

Today  Johnson  is  moving  cau- 
tiously. He's  leaving  most  of  his  assets 
liquid,  planning  to  fund  future  ven- 
tures in  depressed  areas  with  bor- 
rowed money.  In  a  largely  black  Las 
Vegas  neighborhood, 
Johnson  owns  Magic's 
Westland  Plaza,  a  100,000- 
square-foot  shopping 
center  anchored  by  a  Vons 
supermarket.  Ken  Lom- 
bard, president  of  Johnson 
Development  Co.,  says  he 
hopes  to  double  that  in 
two  years. 

Last  year  Johnson  Devel- 
opment formed  a  partner- 
ship with  San  Francisco- 
based  MacFarlane  Partners, 
a  black-owned  pension- 
advisory  firm,  and  the  Cal- 
ifornia Public  Employee 
Retirement  System.  With  a 
$150  million  pledge  from 
Calpers,  the  partnership 
has  already  purchased  a 
185,000-square-foot  shop- 
ping center  in  the  Ladera 
Heights  section  of  Los 
Angeles,  a  largely  black, 
middle-class  area  that  has 
been  virtually  ignored  by 
the  national  retail  industry. 
The  partnership  is  now  making  a  run 
on  the  Santa  Barbara  Plaza,  already 
securing  interest  from  Home  Depot 
and  Circuit  City.  Deals  with  Nissan 
and  Texaco  are  in  the  works. 

"Big  corporations  didn't  know 
how  to  go  after  this  market  before," 
says  Johnson.  "Well,  now  we're 
giving  them  a  plan."  H 


Not  quite 
so  magic 

Magic  Johnson  is  discov- 
ering that  bringing  eco- 
nomic development  to 
rundown  areas  isn't  always 
welcomed  by  the  locals. 
Across  the  street  from  his 
shiny  new  cinema  is  the 
creaky,  half-abandoned 


Santa  Barbara  Plaza,  which 
Johnson  and  his  develop- 
ment partners  have  been 
trying  to  buy  for  the  last 
six  months.  There,  shop- 
keepers and  owners  of  the 
plaza's  some  35  separate 
land  parcels  huddle 
around  a  table  at  the 
Boulevard  Cafe,  a  soul- 
food  restaurant  and  gath- 
ering place  in  the  plaza. 
They  grouse  about  losing 


their  property  or  having  to 
pay  triple  the  rent  when 
Johnson  takes  over. 

"I'm  not  anti-Magic 
per  se,  but  the  things  he's 
attempting  to  do  require  a 
bit  more  sensitivity,"  says- 
Frank  Holoman,  owner  of 
the  Boulevard.  "Magic  has 
never  had  to  deal  with  the 
kinds  of  situations  that 
smaller  black  people  have 
had  to  deal  with." 


Responds  A.  Leroy 
Willis,  a  deputy  at  the  Los 
Angeles  Community 
Redevelopment  Agency, 
the  group  helping  John- 
son assemble  the  land: 
"We  don't  want  to  dis- 
place anyone,  but  they 
can't  operate  the  way  they 
do  now.  They're  just 
going  to  have  to  bring 
their  shops  up  to  another 
level."  R.L.F.  WM 
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hat  color  is  an  electron?  That's  not  a  question  for  physicists,  by  the  way.  It's  just  one  of  many  questions 
facing  executives  of  electric  utilities.  Some  others:  What's  a  catchy  name  for  power?  How  do  you 
differentiate  one  kilowatt-hour  from  another?  How  do  you  survive  in  business  when  much  of  what  you've 
.inderstood  about  your  industry  and  your  market  is  about  to  change? 

Deregulation  of  the  power  industry  will  probably  affect  every  person  and  every  business  in  the  United  States  more 
profoundly  than  the  deregulation  of  any  other  industry,  especially  as  it  converges  with  the  continuing  deregulation  of 
latural  gas  to  form  a  single,  unregulated  energy  marketplace.  This  deregulation  of  electricity  and  natural  gas  will 
finleash  a  torrent  of  new  products,  new  pricing  schemes  and  new  industry  players,  and  it  will  change  forever  the 
perception  of  utility  companies  as  boringly  predictable  investments. 

It's  actually  beginning  to  happen  as  states  aggressively  move  to  deregulate  the  sale  of  electricity.  And  the  industry 
pelf  is  beginning  to  react  with  a  flurry  of  mergers,  acquisitions  and  restructurings  that  analysts  predict  will  accelerate 
o  a  whirlwind  over  the  next  year  or  two. 

But  the  most  interesting  part  of  the  story  lies  elsewhere,  at  least  for  now.  What's  most  fascinating-and  instruc- 
ive-about  the  transformation  of  the  energy  industry  is  the  way  the  most  progressive  firms  (not  entirely  an  oxymoron, 
jiespite  the  ultra-conservative  nature  of  the  industry)  are  meeting  the  most  fundamental  challenge  any  business  can 
ace:  How  to  survive  and  thrive  in  an  environment  that  will  at  the  same  time  redefine  its  product  and  completely  alter 
he  nature  of  the  market  in  which  it  operates. 


THE  NEXT  ENVIRONMENT 


s  in  so  many  industries,  utilities,  responding  to  inex- 
orable pressure  from  the  marketplace,  are  taking  a 
i  lose,  introspective  look  at  what  they  are  and  what  they  do. 
Jnlike  most  other  industries,  however,  what  they're  discov- 
ering is  that  a  little  tinkering  here,  a  little  restructuring 
here,  even  a  little  modernization  simply  won't  do.  Utilities 
leed  to  change— radically.  Traditionally,  utilities  have  deliv- 
ered commodities— natural  gas,  electricity  or  both— in  pro- 


tected, geographically  limited  markets  at  a  price  artificially 
maintained  by  regulation.  Those  days  are  fast  drawing  to  a 
close;  market  boundaries  are  being  redrawn,  price  regula- 
tion is  being  phased  out,  and  customers,  once  captive  and 
passive,  are  beginning  to  call  the  shots  in  an  entirely  new, 
competitive  environment.  To  thrive,  perhaps  to  survive,  utili- 
ties need  to  rethink  not  only  who  they  are  and  what  they 
do,  but  exactly  what  role  energy  plays  in  homes  and  in 
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ess  enterprises  of  all  sorts. 
Most  importantly,  they  have  to  rein- 
vent their  relationships  with  their 
customers. 

The  situation  facing  utilities  is 
the  latest  manifestation  of  the  para- 
digm shift  that's  affecting  the  U.S. 
economy  and,  to  a  certain  extent, 
the  economies  of  all  the  developed 
nations.  It's  a  shift  from  a  supply- 
centered  to  a  consumer-centered 
model  of  economic  activity,  and  it 
amounts  to  a  revolution.  As  with 
any  revolution,  there  are  those  who 
lead,  there  are  those  who  follow 
and  there  are  those  who  resist.  Until 
very  recently  UtiliCorp  United,  the 

international,  growth-oriented    "The  prOSpeCt  of  deregulation 

en!r9_y  anl ser^es.c°.mp_!ny. b?!!d  makes  us  more  creative,  more 

customer  focused  and  more  cost 


in  Kansas  City,  MO,  was  almost  alone 
among  utilities  firms  vigorously 
advocating  deregulation  and  doing 
something  about  change;  the  vast 
majority  of  utilities  have  been  in  the 
camp  of  resisters.  Richard  C.  Green,  Jr.,  UtiliCorp's  CEO,  is 
absolutely  convinced  deregulation  and  change  are  good 
for  UtiliCorp  and  for  its  customers.  "We  believe  it's  im- 
portant to  be  a  first  mover,  to  step  forward  with  bold 
strategies  and  to  execute  them.  Frankly,  the  prospect  of 
deregulation  makes  us  more  creative,  more  customer 
focused  and  more  cost  conscious." 

Those  aren't  just  empty  sentiments,  either;  UtiliCorp 
has  backed  its  commitment  to  electricity  deregulation 
with  concrete  action.  For  example,  the  company  recently 
became  a  founding  member  of  the  Partnership  for 
Customer  Choice,  a  coalition  of  eight  consumer-oriented 
utilities  formed  to  lobby  for  coordinated  federal  and  state 
legislative  action  to  open  electric  markets  to  competition  as 
soon  as  possible.  UtiliCorp  and  the  PCC  aggressively  support 
concepts  combined  in  customer-choice  bills  sponsored  by 
Representatives  Dan  Schaefer  (R-CO)  and  Tom  Delay  (R-TX), 
which  are  expected  to  focus  deliberations  on  deregulating 
electricity  in  1997  when  the  105th  Congress  convenes. 

Green's  unequivocal  support  of  deregulation  is 
unquestionably  bold  and  courageous,  since  it  embraces  the 
kind  of  fundamental  change  that  most  CEOs,  regardless  of 
industry,  would  just  as  soon  avoid,  at  least  until  their  suc- 


conscious. 

—Richard  C.  Green,  Jr.,  CEO 


■ 


t 


cessors  take  over  (Green  is  43,  si 
that  probably  won't  be  for  qutt< 
some  time).  Equally  bold  is  Green 
vision  of  the  grounds  on  whic 
UtiliCorp  will  compete  in  a  deregu 
lated  environment:  Branding,  nev 
products  and  customer  service. 

What?  You  say  that's  not  bole 
that  those  are  pretty  much  th 
grounds  on  which  every  industry  com 
petes.  Think  again.  Electric  utilitie 
have  never  competed  on  custome 
service  because  they  sold  to  a  captiv 
market;  since  the  switch  from  direc 
to  alternating  current  there  hasn" 
exactly  been  a  rash  of  new  product 
And  you  try  branding  electrons, 
you  think  it's  an  obvious  move. 

Perhaps  most  daring  abou 
Green's  vision  is  that  it  is  really 
complete  redefinition  of  what 
utility  company  is.  UtiliCorp  alread 
operates  in  every  region  in  th 
United  States  and  five  foreign  cour 
tries— it's  a  traditional  local  utility,  with  natural  gas  pipe 
and  electric  wires,  supplying  gas  and  electricity  to  its  regi 
lated  service  area  in  Missouri  and  seven  other  states,  as  we 
as  one  province  of  Canada.  It  participates  in  generating 
projects  throughout  the  United  States  and  abroad;  and  it 
a  major  force  in  the  wholesale  marketing  and  trading  o 
energy,  including  sophisticated  financial  instruments  fo 
managing  energy-cost  risk.  What's  unusual  about  UtiliCorp 
however,  is  its  determination  to  become  a  nationa 
(indeed,  a  multinational)  provider  of  total  energy  solution; 
That  was  the  motive  behind  UtiliCorp's  launch  in  1995  o 
the  utility  industry's  first  national  brand,  EnergyOne®.  A) 
deregulation  progresses,  it  is  Green's  vision  that  branded 
products  will  become  ubiquitous,  offering  the  complet 
gamut  of  energy  services,  gas  and  electric,  to  homes  an> 
businesses  across  the  country. 

Is  there  risk  in  such  a  bold  plan?  Of  course.  But  Green 
view  of  risk  is  characteristically  optimistic.  "When  you  exe 
cute  new  strategies  in  what  is  a  new  market— I  think  yo> 
can  go  as  far  as  to  say  a  new  industry— you're  going  t 
make  mistakes.  We  want  to  get  these  out  of  the  way  earl\ 
get  it  right,  and  be  up  and  running  when  other  people  ar 
just  beginning  to  figure  out  it's  a  whole  new  world." 
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What  Color  is  Your  Electron? 


As  deregulation  progresses  and 
competition  heats  up,  the 
greatest  challenge  facing  utilities 
'ill  be  how  to  differentiate  themselves  in 
lie  newly  freed  market  for  power.  With 
|:tle  experience  competing  for  customers, 
pities  suddenly  must  convince  not  only 
heir  own  customers,  but  strangers  in  new 
prritories,  that  theirs  is  the  best  elec- 
ricity  or  the  best  gas  anyone  could  want, 
he  solution  is  branding,  but  just  how  do 
bu  brand  power?  How,  in  other  words,  do 
pu  give  some  color  to  colorless  electrons, 
bme  character  to  something  as  invisible 
|s  natural  gas? 

The  precedent  most  often  cited  for 
randing  an  abstraction  is  the  flurry  of 
jranding  that's  followed  deregulation  of 
he  long-distance  phone  industry.  It's  not 
eally  a  good  comparison.  Phone  service 
las  never  so  abstract  to  customers  as 
heir  electric  and  gas  service.  The  phone 
|ompany  always  had  a  face,  or  at  least  a 
loice,  in  the  form  of  its  operators-,  "Ma 
ell"  didn't  get  its  nickname  for  nothing. 
[T&T  was  the  most  widely  owned  and 
,ne  of  the  best-known  companies  in 
l.merica.  AT&T  carefully  cultivated  a  per- 
onality,  exploiting  the  image  of  its  opera- 
prs,  who  worked  round  the  clock  directly 
I  communities  across  the  nation,  to  keep 
eople  in  touch  with  each  other,  to  keep 
ommunities  safe,  and  to  help  in  times  of 
isaster.  As  competition  heated  up  in  the 
slephone  industry,  AT&T  enjoyed  a  real 
dvantage  of  brand  awareness,  an  advan- 
age  its  competitors  recognized  and 
uickly  tried  to  imitate. 

The  challenge  for  utilities  firms  is 
teeper.  Their  products-natural  gas  and 
lectricity-are  abstract.  People  rarely 
link  of  them  except  when  they  flick  on  a 
ght  or  see  the  blue  glow  of  a  stove's 
iurner  flame.  For  UtiliCorp  to  come  up 
\/'\th  the  idea  of  a  national  brand  for 
lower  was  therefore  at  once  extremely 
naginative  and  a  stroke  of  real  marketing 
;enius.  With  no  precedents  within  the 


industry,  UtiliCorp  looked  to  packaged 
goods  for  inspiration.  And  it  placed 
branding  at  the  center  of  its  strategic  plan, 
something  no  other  utility  company  had 
really  done. 

Bill  Burgess,  senior  vice  president, 
marketing  services  for  UtiliCorp,  points  to 
an  immediate  benefit  of  branding.  It 
creates  in  the  minds  of  customers  an 
awareness  that  something  is  happening  in 
the  once  uneventful  world  of  utilities,  and 
it  positions  UtiliCorp  at  the  center  of  the 
action.  Because  it  refers  not  to  gas  or  elec- 
tricity but  to  energy,  a  brand  can  embrace 
the  host  of  new  products  and  services, 
many  of  which  are  only  tangentially  tied 
to  the  traditional  stable  of  utility  offerings. 
And  because  of  its  appeal  to  unity, 
UtiliCorp's  brand  embodies  two  of  the 
most  important  characteristics  of  energy 
service  in  a  deregulated  environment- 
portability  and  simplicity.  No  matter 
where  a  customer  moves  or  what  territo- 
ries a  business  expands  into,  UtiliCorp's 
brand  or  future  brands  will  be  there  to 
provide  all  its  energy  needs.  "You  don't 
have  to  be  an  energy  expert,"  says  Tim 
Gelvin,  UtiliCorp's  vice  president  of  brand 
management  and  market  communication. 
(He's  probably  the  only  person  in  the 


UtiliCorp  has  used  innovative  direct-mail 
and  other  tactics  to  market  its  branded  but 
invisible  products. 


world  to  hold  the  title  of  vice  president  of 
brand  management  for  a  utility  company) 
"You  probably  don't  even  want  to  know 
much  about  this  stuff;  in  fact,  the  brand  is 
all  you  need  to  know.  That's  the  brand 
promise  we're  creating." 

Most  experts  in  branding  recognize 
the  tremendous  advantage  of  being  first  in 
a  brand  category;  frequently,  in  fact,  the 
first  brand  in  the  market  becomes  synony- 
mous with  the  product  itself.  Think  of 
Kleenex,  Jell-o  and  Jeep.  UtiliCorp  certainly 
has  that  kind  of  dominance  in  mind  in 
being  first  with  a  national  energy  brand 
designed  to  wrap  diverse  energy  products 
in  a  single  package,  in  effect  providing 
"energy  in  a  box."  The  brand  makes  an 
abstract  concept  concrete.  "We've  taken 
something  you  can't  see  or  feel  and  pack- 
aged it  in  a  way  that  demonstrates  the 
value  of  energy,"  notes  Bill  Burgess.  "It's  all 
about  making  the  invisible,  visible. ..and 
the  visible,  valuable."  Being  first  in  brand- 
ing has  another  advantage:  It's  a  lot  less 
expensive  to  establish  an  initial  presence 
than  to  play  catch-up.  "In  an  industry 
that's  never  heard  of  branding,"  says  CEO 
Rick  Green,  "building  brand  equity  early  is 
a  lot  less  expensive  than  coming  in  later 
when  you're  competing  with  other  brands." 

UtiliCorp's  brand  or  future  brands 
have  two  audiences  in  addition  to  cus- 
tomers and  the  utility  industry:  UtiliCorp 
employees  and  Wall  Street.  "It's  a  rallying 
point  from  an  employee  standpoint," 
according  to  brand  manager  Tim  Gelvin. 
"Employees  get  really  psyched  up  knowing 
that  the  brand  represents  the  first  real 
national  utility  company.  The  other  audi- 
ence that's  been  really  impressed  is  the 
investment  community.  Wall  Street  sees 
us  as  one  of  the  most  progressive  mar- 
keting companies  in  terms  of  concepts 
and  strategy.  Branding  fits  perfectly  with 
that  image  and  reinforces  it.  And  that's 
been  the  reaction  from  within  the  industry 
too.  We're  held  up  as  the  company  to 
beat.  We've  created  the  standard." 
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TRADING  AND  WHOLESALING 


hile  interest  today  is  focused  on  the  just-beginning 
deregulation  of  the  electric  power  industry,  natural 
gas  deregulation  began  in  the  mid-1980s  and  completely 
transformed  that  part  of  the  industry.  Although  residential 
customers  are  still  limited  to  their  local  utility  companies, 
the  commercial  and  industrial  sectors,  with  some  limitations, 
are  free  to  purchase  gas  from  any  company.  In  addition, 
deregulation  of  natural  gas  led  to  a  whole  new  industry  in 
wholesale  trading  and  to  the  development  of  sophisticated 
risk-management  tools  that  help  large  customers  limit  their 
exposure  to  swings  in  the  price  of  gas  on  the  wholesale  level. 
Experience  in  natural  gas  deregulation  is  beginning 
to  chart  the  course  for  the  industry  as  deregulation  of 
electric  power  becomes  a  reality. 

If  deregulation  of  electricity  provides  anything 
like  the  benefits  realized  from  the  deregulation  of 
natural  gas,  customers  stand  to  gain  handsomely. 
Large  industrial  customers  have  saved  as  much  as  40%  in  the 
price  of  gas  since  deregulation  took  hold,  and  savings  for 
commercial  customers,  where  there  is  a  choice  of  suppliers, 
have  been  about  20%.  But  price  savings  are  just  part  of  the 
story.  Equally  important,  especially  for  large  customers,  is 
the  ability  to  limit  the  risk  inherent  in  the  broad  price  swings 
that  occur  in  natural  gas  because  of  fluctuations  in  weather 
and  in  the  supply  of  gas  and  alternative  energy  sources.  Since 


From  this  ultra-modern  nerve  center,  UtiliCorp's  sophisticated  energy-trading  operations  buy  and  sell 
a  variety  of  financial  instruments  that  manage  the  future  price  risk  of  both  natural  gas  and  electricity 


energy  costs  are  frequently  the  second  or  third  largest  cost  oil 
goods,  managing  those  costs  effectively  is  extremely  impor 
tant,  and  any  new  efficiencies  that  result  translate  directly  t< 
improved  productivity.  That  has  the  broadest  implication 
for  the  economy  as  a  whole. 

UtiliCorp,  through  its  Aquila  Energy  unit,  has  long  beet 
a  model  of  wholesale  energy  sales  and  trading,  first  in  nat 
ural  gas  and  today  in  electricity.  The  scope  of  the  company' 
wholesale  operations  is  enormous:  trading  relationship 
with  more  than  700  gas  producers,  local  distributors  am 
financial  intermediaries  throughout  the  United  States;  mor 


Deregulation  is  likely  to  fundamentally 
change  the  way  businesses  manage  their 
use  of  energy. 


than  400  transportation  agreements;  over  15,000  ga 
receiving  and  delivery  points  available  on  40  pipelines  h 
provide  "wellhead  to  city  gate"  service.  Recently,  UtiliCor 
opened  an  ultra-modern  trading  room  that  rivals  those  cj 
many  Wall  Street  firms. 

UtiliCorp  is  leveraging  its  extensive  experience  tradin 
natural  gas  as  a  commodity  to  develop  similar  strategies  an 
financial  instruments  to  trade  electricity.  "We  trade  natura 

gas  the  same  way  others  trad 
wheat  or  pork  bellies,"  say 
Harvey  J.  Padewer,  UtiliCorp 
senior  vice  president  for  energ 
resources  and  power  services! 
"We  buy  and  sell  futures,  puts 
calls  and  options.  Now,  we'v 
taken  those  skills  and  appliei 
them  to  electricity;  in  essence 
we've  combined  our  exten 
sive  knowledge  of  commodit 
trading  markets,  which  w 
developed  trading  natural  gas 
with  our  expertise  in  electri 
markets  to  become  a  totaj 
wholesale  energy  business.  We'r 
the  eighth-largest  gas  tradei 
and,  in  six  months,  we've  grow: 
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lorn  a  position  of  about  200th  to  the  lOth-largest  electricity- 
narketing  company  in  the  country." 

UtiliCorp  helps  its  wholesale  customers,  largely  other 
tilities  and  very  big  industrial  users,  mitigate  risk  using 
!  full  range  of  futures  instruments  and  through  a  variety 
jf  pricing  strategies  and  term  contracts.  Some  products 
iffer  price  caps,  regardless  of  temperature  changes;  others 
:iay  involve  pricing  differentials  depending  on  the  firmness 
'f  supply  involved.  "Homeowners  want  guaranteed  supply 
•rid  price,"  explains  Padewer.  "Giant  industrial  users  and 
jther  utilities  can  be  more  flexible,  especially  if  they  can 
pjoy  a  price  advantage.  They  can  often  tolerate  an  interrup- 


tion in  supply  because  they  have  alternative  resources.  In 
electricity,  we  can  vary  price  according  to  time  of  day  and 
temperature,  we  can  shift  some  high-quality  power,  where 
there's  little  toleration  for  voltage  variations,  to  lower-cost 
evening  hours." 

In  developing  a  broad  range  of  pricing  plans  and  risk 
management  tools,  UtiliCorp  has  taken  the  lead  in  offering 
energy  products  that  permit  large  customers  to  manage  their 
costs  with  a  certainty  and  flexibility  that  was  never  before 
possible.  As  deregulation  of  electric  power  spreads,  that 
experience  is  likely  to  fundamentally  change  the  way  busi- 
nesses manage  their  use  of  energy. 


CUStOm  Energy 
SolutiOnS  Fueled 

By  Imagination 


In  this  fast-paced  environment,  you  want  a  source  you  can  trust  completely.  One  that  offers  top-of-the-line  experience  with 
the  ability  to  use  its  imagination  wisely. 

Energy  +  Guaranteed  Weather  is  just  one  of  the  custom  energy  solutions  Aquila  offers  its  industrial/commercial 
customers.  We  sell  energy  in  the  summer  or  winter  months  and  guarantee  against  weather  being  too  mild  to  use  the  energy. 
If  the  weather  is  too  mild,  Aquila  will  buy  back  the  energy  for  the  same  price  we  sold  it. 

To  find  out  how  Aquila  can  bring  you  reliable  and  flexible  Energy  +  Guaranteed  Weather  at  a  competitive  price,  call 
800-777-2339.  We'll  send  you  a  proposal  customized  to  meet  your  needs.  Prepackaged  solutions  simply  don't  work  any  more. 
Custom  energy  solutions  from  Aquila  do.  (Internet  address:  www.utilicorp.com) 

Aquila  Energy 


A  UtiliCorp  United  Company 


For  more  information  on  UtiliCorp  visit  www.HemNet.com 
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Power  to  the  People- 
Commercial  &  Residential  Markets 


Recent  surveys  show  that  the  majority  of  people  are 
happy  with  their  local  utilities.  At  the  same  time,  the 
majority  are  in  favor  of  deregulating  gas  and  electricity.  A 
contradiction  or  a  polling  anomaly?  Neither.  The  fact  is, 
people  want  choice  when  it  comes  to  their  purchases,  even 
if  they  don't  intend  to  exercise  that  choice  at  the  moment. 

Deregulation  on  the  residential  and  commercial 
levels  has  lagged  deregulation  of  wholesale  power,  but 
it's  beginning  to  accelerate,  driven  largely  by  consumer 
demand.  Large  retail  operations,  such  as  fast-food  restau- 
rants and  chain  stores,  have  been  able  to  purchase  gas 
(although  this  varies  from  state  to  state)  on  a  deregulated 
basis  for  some  time,  and  electric  deregulation  is  being 
tested  in  several  markets  on  the  residential  level. 

The  advantages  of  deregulation  are  different  for  resi- 
dential and  commercial  customers  than  for  large  indus- 
trial users.  Although  price  is  important— in  some  markets, 
such  as  Long  Island  in  New  York  and  most  of  California, 
price  is  a  major  concern— smaller  customers  are  generally 
less  concerned  about  price  than  they  are  about  reliability 
and  value-added  services.  They're  no  longer  content  to 
passively  receive  power  from  the  local  utility;  it's  no 
longer  enough  that  the  lights  work  when  they're 
switched  on.  Commercial  customers,  for  instance,  espe- 
cially customers  with  multiple  locations,  are  interested  in 
consolidated  billing  to  simplify  accounting,  and  they  want 
long-term  contracts  to  help  stabilize  costs.  The  residential 
market  is  also  receptive  to  flexible  pricing  plans  and,  as 
more  homes  have  computers  and  microchip-controlled 
appliances,  residential  customers  are  increasingly  con- 
cerned about  the  quality  of  their  power  as  well  as  value- 
added  services  that  can  help  them  manage  high-tech 
needs  that  used  to  be  confined  to  business. 

UtiliCorp  has  taken  the  lead  in  providing  energy  on  a 
national  basis  to  commercial  customers.  The  company  has 
scored  several  impressive  firsts,  supplying  natural  gas  to  a 
number  of  large  national  restaurant  chains,  merchan- 
disers, hotels  and  school  systems.  These  agreements  will 
allow  UtiliCorp  to  supply  electricity  as  deregulation  of 
electric  power  progresses.  Such  arrangements  typically 
feature  consolidated  billing,  which  greatly  simplifies 
accounting  for  the  customer;  a  single  bill  for  energy 
replaces  literally  hundreds  of  bills. 


Although  deregulation  has  hardly  touched  the  resi- 
dential market,  UtiliCorp  is  positioning  itself  for  the 
inevitable  deregulation  of  power  at  the  residential 
level.  The  strategy  for  the  residential  market,  according 
to  Robert  Green,  UtiliCorp's  president,  is  to  create  what 
he  refers  to  as  a  "comfort  zone."  Essentially,  that 
means  a  bundle  of  products  related  to  energy  and  the 
home.  Right  now,  UtiliCorp  provides  appliance  repair, 
which  has  proven  very  popular,  home  security  and 
carbon  monoxide  monitoring.  Other  new  products  are 
being  developed  in  a  new  organization  headed 
by  Senior  Vice  President  Paul  Feldman,  a  transplant 
from  AT&T.  Again,  the  idea  is  to  provide  one-stop 
shopping  for  all  a  homeowner's  energy  needs,  with  a 
single  bill  to  cover  a  multitude  of  services.  That's  not 
terribly  sexy,  although  customers  value  UtiliCorp's  ease 
and  simplicity. 

What  is  sexy,  however,  is  what  UtiliCorp  plans  for 
the  future.  "We've  created  a  product  development 
capability  that  looks  like  the  product  R&D  department 
of  a  high-tech  consumer  products  company,"  says  Bob 
Green.  "It's  completely  unlike  anything  ever  seen  in  the 
utility  industry.  We're  developing  new  products  and 
new  software  that  will  take  us  into  very  interesting 
areas."  A  hint  of  just  how  interesting  those  areas  are  is 
provided  by  UtiliCorp's  push  over  the  past  two  years  to 
get  into  such  things  as  using  ordinary  electric  wiring  to 
create  computer  networks  with  two-way  data  transmis- 
sion capability  and  integrating  "smart"  chips  into 
energy-consuming  devices  to  optimize  both  energy  use 
and  control.  In  essence,  UtiliCorp  is  positioning  itself  to 
be  the  company  that  delivers  not  just  power,  but  con- 
trol of  that  power,  to  residences  and  businesses  across 
the  country. 

Feeding  the  product-development  group  with 
these  types  of  promising  building  blocks  is  a  companion 
technology  department  identifying  unique  technolo- 
gies that  could  provide  UtiliCorp  with  sustainable  com- 
petitive advantages  in  the  redefined  energy 
marketplace.  Through  alliances  with  technology  firms, 
the  company  is  already  pursuing  the  future  technolog- 
ical needs  of  its  utility  and  energy-trading  businesses,  as 
well  as  of  its  product-development  team. 
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And  it  always  has  been.  Because  our  customers  look  to  us  for  new  ideas 
i  that  bring  them  value  and  service. 

We  have  all  the  experience  and  resources  required  to  bring  residential, 
commercial  and  industrial  users  the  innovative  energy  solutions  they  need  in 
a  more  deregulated  world. 

UtiliCorp  today: 

■  Brings  EnergyOner  the  first  nationally  branded  portfolio  of  electric 
and  gas  products  and  services,  to  customers  nationwide. 

■  Markets  natural  gas  to  wholesale,  industrial  and  commercial  customers 
through  local,  regional  and  national  accounts. 

■  Applies  skills  gained  as  a  leading  player  in  gas  trading  and  related 
services  to  the  emerging  deregulated  market  for  electricity. 

■  Has  customers  and  operations  across  the  U.S.  and  in  Canada,  Great 
Britain,  New  Zealand,  Australia  and  Jamaica. 

For  more  information  on  the  future  of  energy,  call  1-800-E1-EXPRT. 
Or  visit  our  home  page  at  http://www.utilicorp.com. 


UtiliCorp  United 


EimergyOne 
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The  operational  excellence  the 
forms  the  foundation  for  UtiliCorp's  sei 
vice  in  the  United  States  became  th 
strategic  advantage  that  let  a  UtiliCorp 
led  consortium  outbid  the  largest  utilitl 
firm  in  the  world  (Electricite  de  France 
the  largest  utility  company  in  th 
United  Kingdom  (Scottish  Power)  an 
one  of  the  biggest  in  the  States  (Pacif 
Gas  &  Electric)  to  acquire  an  electric  diq 
tribution  utility  with  530,000  customel 
in  Melbourne,  Australia. 

"We  took  a  look  at  the  business 
recalls  Bob  Green,  "put  together  a  mod< 
based  on  our  operational  excellent] 
strategy  in  the  United  States,  and  mad 
the  winning  bid  because  we  knew  vy 
could  operate  more  efficiently  thai 
anyone  else.  At  the  time,  people  thougll 
we'd  never  justify  the  price.  We  im 
mediately  improved  the  efficiency  of  th 
business,  developed  value-added  prod 
ucts,  and  today,  we're  ahead  of  even  ot 
own  aggressive  projections.  At  the  sarrt 
time,  customers'  rates  are  being  reduceq 
Green  says.  "Commercial  rates  will  ha\i 
been  cut  by  28%  by  2000  and  residenti. 
rates  by  16%.  It's  a  win-win  situation." 

While  UtiliCorp  won  the  Australia 
business  on  its  operational  excellenc 
the  company  is  beginning  to  compel 
on  value-added  services  bundled  und« 
the  EnergyOne  brand.  Australia  has  be 
come  a  laboratory  preparing  UtiliCor 
for  full  deregulation  in  the  Unite 
States.  "You  can't  prepare  for  compet 
tion  in  a  theoretical  way,"  Green  note 
"You  have  to  face  real  competitive  force 
In  electricity,  we  can't  do  that  in  th 
country,  yet;  we  can  in  Australia.  We'i 
experimenting  there  with  bundling  ga 
electricity,  phone  and  possibly  even  wati 
and  presenting  one  bill  to  the  customs 
The  advantages  are  obvious,  for  us  an 
for  the  customer:  one  bill,  one  met« 
reading,  and  a  presence  as  a  mult 
service  energy  supplier,  with  plenty  » 
value-added  services.  Our  foreign  opei 
ations  are  a  wonderful  opportunity  ft 
us  to  grow  our  business  through  eff 
cient,  customer-focused  operations  an 
at  the  same  time  to  gain  invaluab 
experience  in  rapidly  changing  market 
People  are  beginning  to  talk  aboi 
branding  energy;  we've  actually  done  it.' 


For  more  information  on  UtiliCoro  visit  www.HemNet.com 
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The  New  Culture 


For  its  new  world  headquarters,  rendered  here,  UtiliCorp  trans- 
formed a  historic  landmark  in  Kansas  City  into  one  of  the  most 
anergy-efficient  and  environmentally  conscious  buildings  in  the  U.S. 

A  s  deregulation  reshapes  the  nature  of  the  utilities 
industry,  it  simultaneously  transforms  the  culture  of 
[L  m.  the  companies  that  would  occupy  the  leading  edge 
If  change.  Glossy  brochures,  advertising  campaigns,  even 
ew  products  and  services  are  no  longer  enough  to  assure 
jccess.  Companies  that  would  prevail  in  the  new  customer- 
entric,  freely  competitive  energy  market  need  to  find  new 
/ays  to  organize  themselves  and  new  ways  to  structure  and 
arry  out  the  work  they  do.  Those  internal  changes 
levitably  manifest  themselves  in  the  outward  forms  of  cor- 
porate culture. 

UtiliCorp,  for  instance,  has  become  the  antithesis  of 
/hat  people  usually  think  of  when  they  think  of  a  utility, 
aggressive  recruitment  from  consumer  companies  and 
,ewly  deregulated  industries  has  resulted  in  senior  manage- 
lent  that's  far  more  diverse  than  one  would  expect.  While 
he  company  still  relies  on  its  solid  foundation  of  well- 
easoned  utility  people  to  run  the  wires  and  pipes  of  the 
egulated  business,  every  area  of  the  company  is  endowed 
yith  the  kind  of  research  and  development  teams  and 
iroduct  managers  one  might  encounter  in  a  consumer  elec- 
ronics  or  packaged  goods  company.  Marketing  and  sales 
re  handled  largely  by  people  drawn  from  intensely  com- 
letitive,  consumer-oriented  sectors.  Energy  traders  and  risk- 


management  specialists  would  be  entirely  comfortable  in 
any  high-powered  firm  on  Wall  Street. 

Even  the  work  space  at  UtiliCorp  is  organized  to  reflect  the 
new  culture:  It's  patterned  after  the  open-form  offices-without- 
walls  typical  of  the  high-tech  firms  of  Silicon  Valley.  And  the 
new  world  headquarters  building  itself  has  become  a  meta- 
phor for  the  company  that  occupies  it.  UtiliCorp  took  the  land- 
mark New  York  Life  Building  in  downtown  Kansas  City, 
designed  in  1888  by  McKim,  Mead  &  White,  preserved  the  his- 
toric architecture  and  transformed  the  building  into  what  may 
be  the  most  energy-efficient  and  environment-conscious 
office  building  in  the  United  States.  Built  on  a  foundation  of 
historic  excellence,  the  building  is  now  a  paradigm  of  envi- 
ronmentally sensitive,  technologically  advanced  engineering. 

Perhaps  nothing  better  illustrates  the  new  culture  at 
the  heart  of  UtiliCorp  than  an  incident  that  took  place  at  a 
recent  management  retreat.  Increasingly  common  to  such 
retreats  are  exercises  designed  to  foster  teamwork  and  chal- 
lenge executives  to  go  beyond  their  personal  comfort 
zones.  The  UtiliCorp  meeting  featured  an  exercise  in  which 
executives  had  to  climb  a  sheer  wall  of  rock.  Very  few  had 
ever  done  anything  like  it,  but  almost  everyone  met  the 
challenge.  Some  went  up  the  wall  twice.  Rick  and  Bob 
Green  climbed  the  wall  a  third  time.  Blindfolded.  The  com- 
pany's CFO  held  Rick  Green's  guide  rope,  the  head  of  legis- 
lative and  regulatory  affairs  held  Bob  Green's.  Why  did  they 
do  it?  They  probably  did  it  in  part  because  they're  both 
young  and  fit  and  they  enjoy  a  challenge.  But  there's  a  clear 
analogy  to  the  company  they  head  and  their  personal  brand 
of  leadership.  This  is  essentially  a  new  industry.  There  may 
be  analogies  with  other  deregulated  industries,  but  there's 
no  real  precedent;  this  is  virgin  territory  and  there  are  no 
clear  paths.  You  can't  see  beforehand  exactly  where  you'll 
wind  up  when  you  start  the  climb,  and  you  can't  do  it  on 
your  own;  you  need  the  help  and  almost  intuitive  coopera- 
tion of  your  teammates.  To  get  to  the  top— and  the  Greens 
clearly  intend  to  take  UtiliCorp  nowhere  else— takes  imagi- 
nation, determination,  great  teamwork,  and  a  large  mea- 
sure of  sheer  guts.  To  receive  more  information  on  UtiliCorp 
please  complete  the  reader  service  card  found  in  this  issue. 
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Did  you  lust  for  a  sports  car  when  you  were  young, 

It  is  only  now  that  you  can  afford  one? 
Do  we  have  a  deal  for  you! 


By  Howard  Banks 


The  last  few  months  have  wit- 
nessed an  explosion  in  sports  car  sales 
worldwide,  but  especially  in  the  U.S., 
as  the  baby  boom  generation  emerges 
from  the  heaviest  of  its  big  commit- 
ments— mortgages  and  college  for  the 
children. 

That  opens,  for  the  more  affluent 
among  them,  a  window  of  opportu- 
nity to  have  fun  between  now  and  die 
old  folks'  home.  Karl-Heinz  Kalbsell, 
who  is  in  charge  of  worldwide  mar- 
keting for  BMW,  has  a  name  for  this 


group  of  consumers.  "Reentrants"  he 
calls  them.  These  are  people  who  cov- 
eted sports  cars  as  kids  but  couldn't 
afford  them,  though  they  can  now. 
"We  are  aiming  at  the  car  buyers  who 
want  to  have  fun  while  they  are  driv- 
ing," says  Kalbsell. 

Which  means  that  the  new  sports 
cars  have  to  remind  them  of  the 
sports  cars  they  lusted  for  when  they 
were  callow  youths.  Regard  the  six 
top-of-the-line  European  sports  cars 
pictured  on  these  pages.  All  hark  back 


in  some  way  to  the  classic  sports  cars 
of  the  1950s. 

The  new  Jaguar  XK8  design  delib- 
erately evokes  the  Le  Mans-winning 
D-type  racers  and  their  offspring,  the 
Jag  E-type — a  design  that  was  so  far 
ahead  of  others  in  the  1960s  that  an 
example  is  now  part  of  the  collection 
at  New  York's  Museum  of  Modern 
Art.  Jaguar  Marketing  Director 
Philip  Cazaly  says  the  XK8  is  cur- 
rently selling  at  a  rate  of  around 
12,000  cars  a  year  worldwide,  the 
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best  ever  for  a  Jag  sports  car. 

The  Aston  Martin  DB-7  Volante  is 
instantly  recognizable  as  the  grandson 
of  the  delectable  DB-3s  that  used  to 
be  raced  in  the  1960s.  Like  all  Astons 
of  the  past,  the  DB-7  is  assembled 
entirely  by  hand,  with  the  paint 
rubbed  down  as  many  times  as  it  takes 
to  get  it  perfect.  Saved  from  liquida- 
tion by  Ford  Motor  Co.  in  1987, 
Aston  Martin  will  produce  700  cars 
this  year. 

The  Porsche  Boxter  is  a  modern- 


BMW  Z3 
The  2.8  liter  6- 
cylinder  version 
goes  for  $35,900 
and  does  135mph. 


Aston  Martin's  DB-7 
Volante 

For  $135,000,  a 
6-cylinder  engine 
and  165mph. 


Mercedes  SLK 
It's  priced  at 
$40,000  and  is  a 
more  refined 
boulevard  car. 


ized  replica  of  the  Porsche  550 
Speedster  of  the  1950s  that  Jimmy 
Dean  drove.  The  new  version  has  a 
fancy  water-cooled,  6-cylinder,  hori- 
zontally opposed  Boxer  engine  to 
replace  the  old  Volkswagen-derived 
air-cooled  engine. 

And  the  BMW  Z3  has  louvered  side 
vents,  a  straight  lift  from  the  classic 
BMW  507  that  was  in  production  in 
the  1960s. 

See  the  pair  of  humps  on  the  hood 
of  the  Mercedes  SLK?  They  serve  no 
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Ferrari's  550  Maranello 
The  V-12,  485hp  engine  delivers 
203mph  for  around  $225,000. 


Porsche's  Boxster  carries  a  water-cooled  204hp  engine  and  a  modest  price  tag  of  $39,500 
The  sportiest  of  the  new  cars,  its  top  flips  into  place  in  just  12  seconds. 


Jaguar's  fast-selling  XK8  has  the  maker's  first-ever  V-8  engine  and  can  j 
The  coupe  lists  at  around  $64,000,  the  convertible  at  $69,900. 
HHHHI 


functional  purpose,  but  come  straight 
from  the  design  of  the  Mercedes 
300SLR  racers  that  once  upon  a  time 
won  Le  Mans  and  the  Mille  Miglia. 

But  even  though  the  look  is  almost 
the  same,  there  are  myriad  conces- 
sions in  the  new  sports  cars,  conces- 
sions to  the  enhanced  girth  and  stiffer 
limbs  that  have  afflicted  the  potential 
buyers  as  they  have  aged.  The  new 
cars  are  much  roomier  and  more  lux- 
urious than  the  cars  they  hark  back  to, 
and  drive  much  more  easily.  The  new 
Ferrari  550  Maranello  has  the  engine 
in  the  front,  just  like  Ferrari's  1960s 
classic  250  gto.  Aside  from  nostalgia, 
putting  the  engine  in  front  makes  the 
Maranello  more  manageable  than  a 
mid-engined,  race-track-inspired 
design  like  that  of  the  Testarossa  it 
replaces. 

All  these  cars  have  automatic  gear- 
boxes available,  if  not  fitted  as  stan- 
dard. Computerized  traction  control 
(as  well  as  an  antiskid  braking  system) 
is  fitted  to  all  of  the  examples  of  the 
new  generation  of  sports  cars  we  have 
picked  bar  one,  the  Aston  DB-7. 
Aston  Martin's  surveys  suggest  that 
potential  customers  want  "to  drive" 
this  car  in  the  old-fashioned  sense. 

Each  of  these  cars — even  Porsche's 
Boxster — will  take  luggage  for  two  for 
at  least  a  weekend.  And  bring  your 
golf  clubs.  Jaguar  says  the  XK8  can 
take  two  sets. 

Automatic  hoods  or  hard  tops  are 
now  the  order  of  the  day.  Mercedes' 
SLK  has  a  hard  top  that  at  the  push  of 
a  button  automatically  retracts  under 
the  trunk  lid,  which  opens  backward 
to  let  it  in.  The  whole  operation  takes 
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IUST  HOW  MANY  PEOPLE  WOULD  IT  TAKE 
TO  BRING  YOUR  COMPANY  TO  VIRGINIA? 


Its  not  just  the  numbers.  Its  how 
our  people  are  already  qualified 
to  make  an  immediate  contri- 
bution to  your  business.  Like  the 
graduates  of  our  85  colleges 
and  universities.  Like  the  large, 
disciplined  battalion  of  former 
military  personnel.  Like  the 
workers  we'll  train  for  you  to  fill 
important  manufacturing  jobs. 
Like  the  biggest  pool  of  doctoral 
scientists  and  engineers  in  the 
Southeast.  Together,  these  peo- 
ple form  one  of  the  most  highly 
trained,  productive  workforces 
in  the  country- over  3.4  million 
Virginians  strong.  Chances  are, 
you  II  find  exactly  the  right  ones 
to  improve  your  business.  Not 
to  mention  your  golf  swing. 

VIRGINIA 

Contact  Wayne  Sterling,  CED,  Executive  Director, 
Virginia  Economic  Development  Partnership,  P.  0. 
Box  798,  Richmond,  Virginia  23218-0798. 
Telephone  804-371-8202.  Eax  804-786-1 121 
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ID-CAP  FUND 


Average  Annual  Total  Returns 

as  of  9/30/96  * 

I  Mid-Cap  Growth  Fund 

H  Lipper  Mid  Cap  Funds  Average 


24.91% 


25.75% 


17.91% 


l®we  Price  Mid-Cap  Growth 

can  help  you  benefit  from  the 
performance  potential  of  some  of 
America's  leading  mid-size  growth 
companies.  These  companies  are 
often  small  enough  to  adapt  quickly 
to  change,  yet  mature  enough  to 
have  proven  products  and  seasoned 
management. 

The  fund  is  ranked  #1  of  48  mid- 
cap  funds  for  the  period  from  its 
inception  (6/30/92)  through  9/30/96 
according  to  Lipper.**  Mid-cap 
stocks  tend  to  be  less  volatile  than 

those  of  small  companies,  but  more  volatile  than  larger- company  stocks.  $2,500 
minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-541-7853 


1  year 


3  years      Since  inception 


Invest  With  Confidence 

T.RoweRice 


*Source:  Lipper  Analytical  Services,  Inc.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain 
distributions.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than 
at  original  purchase. **Lipper  also  ranked  the  fund  #13  of  140  mid-cap  funds  based  on  its  total  return  for  the  1-year 
period  ended  9/30796.  Past  performance  cannot  guarantee  future  results.  Read  the  prospectus  carefully  before  investing. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  mcgo3}474 


This  announcement  is  not  an  offer  to  buy  or  sell  securities.  Offers  are  made  by  prospectus  only. 

Introducing 
GMAC  SmartNotes 

A  new  investment  option  for  individual  investors. 
SmartNotes  are  typically  available: 

•  at  par  in  denominations  of  $1,000 

•  in  a  variety  of  maturities  and  interest  payment  options 

•  with  a  survivor's  option  allowing  an  investor  flexibility  for  estate  planning 

•  with  rates  announced  on  Friday,  published  in  the  Wall  Street  Journal  on 
the  following  Monday,  and  typically  available  until  Thursday 

SmartNotes  are  offered  only  by  prospectus  through 
The  Chicago  Corporation 

A.G.  Edwards  &  Sons,  Inc. 

Edward  D.  Jones  &  Co. 

Prudential  Securities  Incorporated 
Smith  Barney  Inc. 
and  other  participating  brokers/dealers  throughout  the  United  States. 

GMAC 

FINANCIAL  SERVICES 

http://www.direct-notes.com/gmac  or  www.gmacfs.com/invest 

Always  check  weekly  offers  and  read  the  prospectus  before  making  an  investment  decision. 
©1996  GMAC  All  Rights  Reserved. 


just  25  seconds.  But  when  it's  down, 
forget  the  golf  bags,  since  the  SLK's 
retracted  top  clogs  the  trunk. 

That  these  new  cars  exist  is  a  trib- 
ute to  computer-aided  design.  Most 
European  sports  cars  went  off  the 
U.S.  market  after  Washington  intro- 
duced tough  rollover  rules  These  new 
cars  all  pass  those  tests  handsomely. 
One  SLK  brochure  even  shows  the  car 
upside  down,  supported  on  the  frame 
around  the  windshield  (it  is  cunning- 
ly reinforced  with  a  3/4-inch-diame- 
ter  steel  tube)  and  on  the  roll  bars, 
which  are  disguised  as  head  restraints. 

Gone  are  the  days  when  rich  people 
joked  of  needing  three  Jags — one  to 
drive,  one  being  fetched  from  where 
it  broke  down  yesterday,  one  in  the 
shop.  And  car  buffs  know  that  Lotus 
used  to  stand  for  Lots  of  Trouble, 

The  cars  accommodate 
people  whose  girths  have 
expanded  along  with 
their  hank  accounts. 

Usually  Serious.  But  enthusiasts  of 
yesteryear  were  masochists  who  pre- 
tended to  enjoy  spending  time  under 
the  hood  fixing  something.  Today's 
sports  car  buyers  just  want  to  put  a 
key  in  the  ignition  and  drive  off.  In 
designing  these  new  sports  cars,  the 
makers  have  allowed  for  that.  These 
sports  cars  should  be  as  reliable  as  any 
car  on  the  road. 

All  these  cars  will  do  well  over 
lOOmph  (the  Ferrari  will  exceed 
200mph)  and  pull  from  zero  to 
60mph  in  about  half  the  time  it  took 
you  to  read  this  sentence.  Yet  there 
are  no  public  roads  in  the  U.S.  or 
Europe,  even  on  Germany's  auto- 
bahn, where  people  can  legally  drive 
these  cars  flat  out. 

But  people  don't  buy  these  cars  for 
maximum  performance,  says  Stephen 
Bayley,  a  noted  London-based  design 
consultant  to  the  auto  industry.  "Few 
people  buying  one  of  these  cars  will 
ever  drive  down  the  Pacific  Highway 
with  the  wind  blowing  through  their 
hair,  or  cross  the  Alps  as  the  sun  is  set- 
ting," says  Bayley.  "The  point  is  that 
for  people  who  spend  their  lives  con- 
gealed in  traffic,  nothing  evokes  free- 
dom more  than  a  two-seater."  H 
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No  ordinary  computer. 
No  ordinary  deal. 


Aptiva™ 

The  new  IBM  Aptiva™  house  &  family  PC 

21st  century  home  automation  software  and  hardware 
arcade-style  3-dimensional  graphics  bring  video  &  games  to  life 
total  communications— ready  for  the  net,  e-mail,  even  caller  i.d. 
cd-rom  drive  runs  today's  most  exciting  &  powerful  programs 


RadioShack 

You've  got  questions. 
We've  got  answers.® 


at  Detroit 
can  learn  from 
Stuttgart 


BY  JERRY  FLINT 


Jerry  Flint,  a  former 
FORBES  Senior  Editor, 
has  covered  the 
automobile  industry 
since  1958. 


When  the  big  Mercedes  S-class  cars  came  out 
just  a  few  years  ago,  even  the  Germans  sneered. 
The  cars  were  overweight,  overengineered  and 
overpriced  (the  top  model  cost  more  than 
$120,000  in  the  U.S.). 

I  recall  complaining  to  Mercedes  engineers 
that  there  was  no  way  to  release  the  trunk 
from  inside  the  vehicle.  "Vaht  good  vould  dat 
do?"  one  asked.  "Anyvon  can  make  the  trunk 
go  up." 

Then  he  showed  me  with  pride  what  they 
did  have  that  other  folks  didn't.  He  pushed 
a  button.  A  hidden  stainless  steel  handle 
popped  out  of  the  trunk  lid.  With  that  clean 
handle,  he  explained,  I  could  open  the  trunk 
lid  without  getting  my  gloves  dirty.  He 
grinned  with  pride.  Now  that  was  much 
more  impressive  gimmickry  than  a  mere 
inside  trunk  release,  he  said.  In  the  back  of 
my  mind  I  could  hear,  "Earth  to  Mercedes. 
Come  in.  Earth  to  Mercedes.  Can  you  hear 
us?"  I  thought:  "These  guys  are  great  engi- 
neers, but  people  don't  buy  cars  for 
overengineering." 

If  that  wasn't  bad  enough,  Daimler-Benz, 
the  top  holding  company,  was  mired  in  a  mess 
of  unrelated  diversification.  Like  all  too  many 
U.S.  companies,  Daimler  had  succumbed  to 
the  grass-is-greener  disease  and  had  gone  off 
in  all  sorts  of  nonautomotive  directions. 

Give  these  fellows  credit.  They  didn't  wait 
15  years  to  turn  the  thing  around.  Manage- 
ment tackled  the  messy  job  of  unwinding 
most  of  its  noncar  operations  with  a  determi- 
nation that  would  do  credit  to  Jack  Welch. 
With  Helmut  Werner  running  the  car  busi- 
ness, Mercedes  got  back  to  doing  what  it  was 
world  famous  for:  cars.  It  produced  a  whole 
new  lineup  that  is  not  overweight,  overengi- 
neered or  overpriced. 

Run  through  it.  Impressive.  Some  say  the 
new  E-class  is  the  best  car  in  the  world,  and 
it's  priced  around  $45,000.  At  $30,000  to 
$40,000  in  the  U.S.,  the  C-class  cars  are 
price -competitive  with  a  wide  range  of  cars. 
There's  a  new  sports  car,  the  SLK,  with  a 
retractabletsteel  top,  on  sale  here  soon. 
There's  a  n\fw,  small,  people  van  for  Europe; 


a  new  coupe  and  a  station  wagon  coming  here 
late  next  year. 

Plus,  next  fall  the  lineup  will  be  joined  by  the 
Alabama-built  M-class,  a  four-wheel-drive  vehi- 
cle, and  the  new  A-class,  a  tiny  city  car  to  be 
built  in  Germany  and  Brazil,  but  not  for  the 
U.S.,  yet.  Oh,  yes.  There's  a  joint  venture  with 
Swatch,  the  Swiss  watchmaker,  to  build  a  really 
tiny  but  cute  two-seater  called  the  Smart. 

Mercedes'  marketing  has  been  spiffed  up, 
too.  There's  even  a  new  Mercedes  catalog  of 
designer  stuff  (leather  jacket  at  $895,  moun- 
tain bike  at  $3,300,  silk  boxer  shorts  at  $58). 

You  can  snicker  at  the  boxer  shorts,  but  you 
can't  snicker  at  the  results.  Worldwide,  Mer- 
cedes car  sales  climbed  13%  in  the  past  nine 
months  and  will  push  past  600,000  this  year 
and  probably  be  close  to  1  million  in  three 
years,  with  the  new  cars  coming  out.  The 
parent  company  is  in  the  black  after  a  $4  bil- 
lion loss  last  year,  and  the  stock  pushed  to  66 
on  the  New  York  Stock  Exchange,  up  from 
the  low  50s  this  summer. 

Problems  remain  on  the  truck  side.  Mer- 
cedes is  the  world's  leading  maker  of  heavy 
trucks,  owning  Freightliner  here.  But  Mer- 
cedes loses  money  in  Europe  on  trucks  and 
must  get  production  costs  down.  Considering 
what  the  Germans  did  when  they  went  to 
work  on  their  cars,  I  expect  they  will  be  able 
to  solve  their  truck  problems. 

Are  folks  at  General  Motors  paying  atten- 
tion? GM's  Cadillac  has  virtually  dropped  out 
of  competition  outside  the  U.S.,  and  though 
it  builds  good  cars,  younger  buyers  shun 
them.  Cadillac  is  finally  responding,  years  late, 
with  a  smaller  model,  the  splendid  German- 
built  Catera,  for  about  $33,000.  But  this  is  a 
sluggish  response  compared  with  Mercedes' 
dramatic  turnaround.  There  still  is  no  Cadillac 

Mercedes  car  sales  will  push 
past  600,000  this  year  and 
probably  be  close  to  1  million 
in  three  years. 


station  wagon  or  sports  car  or  little  city  car  or 
four-wheeler — the  stuff  younger  people  crave. 

Some  years  ago  GM  actually  thought  Cadil- 
lac would  be  more  competitive  running  its 
own  engineering  and  its  own  factory,  as  Cadil- 
lac did  when  it  was  the  world's  leading  luxury 
car  maker.  Something  like  Saturn.  But  that 
system  didn't  fit  the  new  management  dia- 
gram and  was  scrapped.  So  Cadillac  still  spins 
its  wheels  as  a  mere  division  of  GM,  while  Mer- 
cedes, having  made  a  snappy  U-turn,  is  roar- 
ing down  the  road  again.  H 
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Active  partnership  is  powered  by  a  commitment  to  the  mutual  exchange  of  knowledge,  experience 
and  ideas.  By  pooling  our  mutual  resources,  we  can  work  together  to  create  custom-tailored  risk  management 
products  and  solutions  that  yield  superior  results  in  areas  like  cost  management  and  customer  service.  As  a  member 
of  The  Worldwide  Zurich  Insurance  Group,  we  provide  extensive  financial  strength,  and  offer  long-term  active 
partnership  to  you.  For  more  information,  contact  your  agent  or  broker,  or  call  1-800-382-2150  today. 


ZURICH-AMERICAN 

INSURANCE  GROUP 


The  Power  of  Partnership 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


mpanies'  stocks  typically  trade  at  close 
eir  asset  values.  Chesapeake  Energy 
at  over  four  times.  Its  secret? 

Me  in  the  sky 


By  Gretchen  Morgenson 


Most  folks  who  go  into  the  oil  busi- 
ness hope  they'll  get  rich  off  some 
fabulous  oil  or  gas  find.  The  37-year- 
old  founders  of  Chesapeake  Energy — 
Aubrey  McClendon  and  Tom 
Ward — have  yet  to  make  that  find. 
But  they've  gotten  fabulously  rich 
nonetheless.  Their  gusher  came,  not 
from  the  depths  of  the  oil  patch,  but 
from  the  canyons  of  Wall  Street. 

Since  it  was  founded  in  1989, 
Chesapeake  has  drilled  562  wells  in 
places  like  Oklahoma,  Texas  and 
Louisiana.  At  the  end  of  June  the 
company  had  estimated  proved 
reserves  of  12.3  million  barrels  of  oil 
and  351  billion  cubic  feet  of  gas. 
Revenues  in  1996  hit  $149  million, 
up  from  $67  million  in  1995.  The 
company  earned  79  cents  per  share 
this  year,  up  from  63  cents  in  1995. 

A  nice  record,  but  nothing  com- 
pared with  how  Chesapeake  has  done 
on  Wall  Street.  At  a  recent  67/4, 
Chesapeake  trades  at  85  times  earn- 
ings, 4.2  times  net  asset  value  and 
22  times  cash  flow,  defined  as 
net  income  plus  depreciation, 
exploration  expenses  and 
deferred  taxes.  Its 
market  capitalization 
is  $2.3  billion. 
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Things 
l°u  Should 
Know  When 

^qualified 
deferred 

Plan  (NQDQ 


-  i  ■ 


\s  new  tax  laws  cut  deeper  into  the  level  of  benefits  that  can  be  provided  to  highly 
:ompensated  executives  under  qualified  retirement  plans,  the  prevalence  of  nonqualified 
etirement  arrangements  is  increasing  at  an  escalating  rate. 

slow  your  company  can  fill  the  void  created  by  government  limitations  through  the  adoption 
}f  nonqualified  executive  benefit  plans. 

rhe  design  of  the  plan  may  include: 

•  Full  benefit  security 

•  Ability  to  defer  salary,  bonus  and 
stock  option  gains 

•  Above  market  interest  rates 

•  Flexible  payout  options  to  meet 
short-term  or  retirement  needs 


CRG 


Compensation  Resource  Group,  Inc.* 

Pasadena  Headquarters 
Atlanta  •  Boston  •  Chicago  •  Cleveland  •  Dallas  •  Denver  •  Phoenix 
San  Francisco  •  Seattle  •  Washington,  D.C. 
Internet:  http:/ /www.crgworld.com 


Call 

(800) 
405-0911 

to  obtain  a  free  copy 
of  the  "Ten  Things 
You  Should  Know 
When  Designing  a 
Deferred 
Compensation  Plan" 
or  to  order  a  copy  of 
CRG's  1995/1996 
"Executive  Benefits 
Survey  of  Current 
Trends" 


Most  of  that  huge  market  gain  has 
in  under  two  years.  The  stock, 
:d  in  February  1993,  was  a  split- 
adjusted  454  in  early  1995. 

ompare  this  with  Union  Pacific 
Resources  Group,  an  oil  and  gas 
exploration  company  spun  off  in 

Chesapeake  has  one 
of  the  highest  percentages 
of  4<undeveloped"  reserves 
ever  seen  at  an  oil  company. 

1995  from  the  railroad  giant.  With 
reserves  of  more  than  184  million 
barrels  of  oil  and  almost  2.2  trillion 
cubic  feet  of  gas,  giant  Union  Pacific 
Resources  trades  at  25  times  earn- 
ings, 1.5  times  its  net  asset  value  and 
8  times  cash  flow. 

Investors  are  valuing  the  oil  Chesa- 
peake has  in  the  ground  at  die  equiv- 
alent of  $32  a  barrel.  They  are  valu- 
ing Union  Pacific's  at  just  $11. 
Among  35  smallish  exploration  com- 
panies the  average  stock  market  price 
for  each  equivalent  barrel  of  oil  still 
underground  is  $7. 

Is  Chesapeake's  oil  worth  almost 
five  times  the  average?  Doubtful.  Oil 
is  oil. 

But,  then,  maybe  Wall  Street 
thinks  Chesapeake's  boss  is  a  miracle 
man.  Who  is  he?  A  native  Oklahoman 
with  a  B.A.  from  Duke  University, 
McClendon  got  the  oil  bug  when  he 
saw  the  riches  that  the  1981  energy 
boom  brought  to  his  state.  "The 
other  alternative  was  to  become  a 
CPA,"  he  says. 

McClendon  met  cofounder  Tom 
Ward  in  the  1980s.  Both  were  inde- 
pendent oil  producers;  they  teamed 
up  in  1983. 

McClendon  is  still  drilling  on  Wall 
Street.  He  took  to  the  road  in  mid- 


Gusher 

Chesapeake  Energy  stock  price  (ratio  scale) 


November  peddling  a  secondary 
offering  of  4  million  Chesapeake 
shares  that  raised  $257  million.  It's 
the  company's  second  visit  to  the 
equity  markets  this  year.  With  the 
prices  his  stock  fetches  you  can  hardly 
blame  him. 

If  McClendon  isn't  a  miracle  man 
and  if  his  oil  isn't  better  than  other 
folks'  oil,  .how  come  his  stock  is  so 
dear?  It's  beloved  of  momentum 
investors.  This  is  unusual;  bandwag- 
on investors  usually  prefer  companies 
with  promising  new  technologies  that 
are  difficult  to  value.  This  allows  the 
promoters  to  claim  that  the  sky's  the 
limit.  But  oil  is  oil. 

Or  at  least  oil  is  oil  where  common 
sense  is  involved.  But  there  is  a  lot  of 
nonsense  around  the  stock  market 
these  days.  Joining  in  with  calls  to 
buy  Chesapeake  stock  are  its  invest- 
ment bankers  J. P.  Morgan  and  Don- 
aldson, Lufkin  &  Jenrette. 

You  guessed  it.  Chesapeake  is  an  oil 
company  with  a  "story."  Chesapeake's 
specialty  is  horizontal  drilling,  an  oil 
exploration  method.  McClendon  says 
technological  advancements  like  this 
are  the  fuel  behind  Chesapeake's  fire. 
"Three-dimensional  seismic  and  hor- 
izontal drilling  allows  us  to  find  and 
extract  oil  and  gas  that  would  not 
have  been  economical  to  extract  three 
or  four  years  ago,"  he  says. 

This  seems  such  a  compelling 
"story"  that  it  makes  supposedly 
smart  investors  overlook  something 
funny  about  Chesapeake.  Its  puds — 
proven  undeveloped  reserves — 
account  for  61%  of  the  company's 
reserves,  a  staggeringly  high  propor- 
tion. Michael  Spohn,  director  of 
research  at  Petroleum  Research 
Group  in  Rye,  N.Y.,  says:  "Chesa- 
peake has  one  of  the  highest  per- 
centages of  undeveloped 
reserves  I've  ever 


seen  at  an  oil  company." 

Others  in  the  industry  are  much 
more  conservative  than  Chesapeake 
about  what  they  consider  proved  but 
undeveloped  reserves.  On  average, 
undeveloped  reserves  among  both 
large  and  small  oil  drillers  followed  by 
Spohn's  outfit  come  in  at  23%  of 
total  reserves.  At  Union  Pacific 
Resources,  which  is  drilling  for  oil  in 
some  of  the  same  areas  as  Chesa- 
peake, only  10%  of  its  reserves  are 
undeveloped. 

The  problem  with  puds?  It's 
almost  impossible  for  investors  to 
know  how  much  of  the  undeveloped 
reserves  will  actually  prove  devel- 
opable. Says  one  industry  veteran: 
"puds  are  pie-in-the-sky." 

Consider,  for  instance,  the  unde- 
veloped 53  billion  cubic  feet  of  gas 
equivalent  Chesapeake  says  it  has  as  of 
June  in  an  area  of  southern  Louisiana 
called  the  Austin  Chalk  Trend.  These 
"reserves"  may  never  amount  to  any- 
thing, but  Chesapeake  identifies  them 
as  reserves  nonetheless. 

Oil  industry  analyst  Spohn  explains 
why  this  type  of  reservoir  accounting 
is  aggressive:  "To  book  reserves,  you 
have  to  have  an  estimated  production 
history  of  the  area  or  a  nearby  well  to 
use  as  an  analog."  Chesapeake  has 
neither.  It  is  new  to  the  area,  and  in 
some  cases  the  nearest  well  is  10  to 
1 5  miles  away.  Michael  Liebschwager, 
manager  of  investor  relations  at 
Union  Pacific  Resources,  also  drilling 
in  the  Louisiana  Austin  Chalk,  says 
his  company 
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are  valuing  a  barrel  of  Chesapeake's 
oil  in  the  ground  at  almost  five  times 
the  industry  average. 
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INTRODUCING 
CONFIGURABLE 
NETWORK 
COMPUTING. 

ALL  THE  FLAVOR 
OF  CLIENT/SERVER 

WITHOUT  THE 
BITTER  AFTERTASTE. 


J.D.  Edwards  is  proud  to  introduce  a  remarkable  new  software  architecture  that 
delivers  the  benefits  you've  always  hoped  for  in  client /server,  while  masking  the 
complexity.  Called  Configurable  Network  Computing,'"  or  CNC,  it's  available 
only  in  J.D.  Edwards  OneWorld"  software.  CNC  can  dynamically  configure  and 
reconfigure  everything  from  workflows  to  business  objects  to  data  warehouses 
to  the  graphical  user  interface.  And  you  can  do  all  this  without  writing  a  single 
line  of  code.  Your  CNC  solution  can  include  UNIX,  Windows  NT,  OS/400  and  MVS 
systems,  as  well  as  the  leading  SQL  databases.  And  it's  only  from  J.D.  Edwards, 
a  leader  in  enterprise  solutions,  with  almost  4,000  customers  in  over  90  countries. 
For  a  free  white  paper,  call  1-800-727-5333.  Or  visit  www.jdedwards.com 


1996  J.D.  Edwards  is  a  registered  trademark  of  J.D.  Edwards  &  Company.  OneWorld  and  Configurable  Network  Computing  are  trademarks  of  J.D.  Edwards  World  Source  Company 


It's  Time  For  A 
Business  Jet  Solution 
For  People  Who 
Never  Thought 
They  Could  Afford 
A  Business  Jet. 

All-inclusive  fractional  ownership 
of  Learjet'  and  Challenger® 
aircraft  with  costs  tailored 
to  your  exact  requirements. 
Call:  1-800-590-JETS 
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The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


MERE ARE 
M  HIGHLIGHTS 
OF  LAST  YEAR'S 
ANNUAL  REPORT 


9.2%  Administrative 
costs 

4.4%  Fundraising 


Of  every 
precious  cent 
donate  toThe 
Salvation  Army,  over 
86%  goes  to  the  people  who  need  it  most. 
Your  contributions  help  fund  youth  camps, 
Boys  and  Girls  Clubs,  disaster  relief  services, 
programs  for  the  elderly,  food  and  housing 
for  the  needy  and  the  homeless,  rehabilita- 
tion and  counseling  services  and  more.  And 
every  year  since  1886  we  have  trusted  in 
God  to  provide  to  us  through  people  like 
you,  so  we  can  help  others. 

THE  SALVATION  ARMY 

SHARING  IS  CARING.  . 


undeveloped  reserves  on  its  books 
from  that  area.  "We're  just  not  that 
aggressive,"  he  says. 

Chesapeake  is  aggressive  on  other 
fronts  as  well.  In  each  of  the  past  five 
years  the  company  has  had  to  cut  the 
reserve  estimates  it  had  made  at  the 
start  of  the  prior  fiscal  year.  Over  the 
period  Chesapeake  has  reduced  esti- 
mated reserves  by  some  57  billion 
cubic  feet  of  gas.  Although  this  isn't 
a  huge  number — the  downward 
adjustments  amounted  to  between 
2%  and  8%  of  the  total  each  year — it 
raises  a  flag.  McClendon  says: 
"Reserve  estimates  are  always 
tweaked  year  to  year.  The  important 
thing  is  the  reserves  went  up  in 
total."  But  industry  experts  counter 
that  repeatedly  having  to  reduce 
reserves  is  a  tactic  used  by  a  company 
with  something  to  prove. 

Oil  companies  have,  on  occasion, 
traded  at  huge  premiums  to  their 
reserves  and  their  peers'.  One  exam- 
ple was  Standard  Oil  of  Ohio  in  the 
early  1970s,  which  traded  at  multiples 
significantly  higher  than  others  in  its 
industry.  Sohio  made  a  major  oil  find 
in  Alaska's  Prudhoe  Bay.  Its  stock 
traded  up  because  of  great  expecta- 
tions, later  realized,  for  the  find. 

Chesapeake  has  no  Prudhoe.  What 
it  does  have:  leases  on  1  million  acres 
in  Louisiana's  Austin  Chalk,  costing 
$125  million.  This  is  where  Chesa- 
peake will  focus  its  energies,  drilling 
up  to  500  wells.  It  has  a  working 
interest  in  four  completed  wells  now; 
one  is  dry  and  three  are  operating. 

Will  the  Louisiana  Chalk  pan  out 
for  Chesapeake?  The  economics  of 
horizontal  drilling  in  the  area  are 
tough.  The  company's  financials  state 
that  it  sinks  roughly  $5  million  into 
each  well.  Add  estimated  land,  inter- 
est on  debt  and  geological  costs,  and 
you  get  estimated  total  expenses  of 
$22.8  million,  $5.7  million  per  well. 

Chesapeake  expects  its  Louisiana 
Chalk  wells  to  produce  an  average  7 
billion  cubic  feet  of  gas  equivalent. 
Maybe,  but  the  best  well  drilled  in  the 
area,  owned  by  Occidental  Petrole- 
um, should  produce  5.5  billion  cubic 
feet  of  gas  equivalent.  According  to  a 
local  geologist,  Chesapeake's  best  well 
pales  next  to  Occidental's.  This  is 
because  when  each  well  declined  to 
2,400  pounds  of  pressure,  a  measure 
of  how  much  oil  and  gas  remain, 


Chesapeake's  only  produced  40%  of 
what  Occidental's  had  done. 

Give  Chesapeake  the  benefit  of  the 
doubt  and  assume  its  three  working 
wells  produce  2 1  billion  cubic  feet  of 
gas.  After  paying  20%  royalty  to  the 
landholders,  Chesapeake  has  the  equiv- 
alent of  16.8  billion  cubic  feet  of  gas 
left.  To  locate  this  gas,  industry  experts 
estimate  it  has  spent  the  equivalent  of 
$1.36  per  thousand  cubic  feet. 

Chesapeake  must  pay  such  costs  as 
removing  water  from  the  well — a 
huge  problem  in  the  Austin  Chalk — 
and  transporting  gas.  Those  costs — 
between  40  cents  and  55  cents  per 
thousand  cubic  feet — bring  the  total 
up  to  around  $1.90.  The  market  for 
natural  gas  over  the  past  year  has 
been  around  $2.45  per  thousand 
cubic  feet.  Not  much  profit. 

A  report  by  oil  industry  analyst 
John  S.  Herold  found  that  for  the 

Will  the  Louisiana 
Austin  Chalk  pan  out  for 
Chesapeake?  The  economics 
in  the  area  are  tough. 

five  years  ending  in  1994,  Chesa- 
peake's costs  were  $2.51  per  equiva- 
lent barrel  of  oil.  In  1995  it  rose  42%, 
to  $3.56  per  barrel.  For  1996  the 
cost  is  either  $4.11  or  $5.63, 
depending  on  whether  lease  costs  are 
included.  Herold's  report  asks:  "Is 
real  economic  value  being  created?" 

Well,  yes.  McClendon's  and  Ward's 
shares  are  each  valued  at  about  $340 
million.  Momentum  investors  playing 
the  stock  have  done  very  well. 

McClendon  and  Ward  have  not 
been  selling  their  holdings,  but  by 
selling  fresh  equity  at  inflated  prices 
they  have  raised  cheap  money  and 
enhanced  the  value  behind  their 
shares  at  public  expense. 

Momentum  or  no,  some  insiders 
are  bailing  out.  Filings  show  Chesa- 
peake director  Frederick  Whittemore 
selling  58%  of  his  420,750-share 
stake,  venture  capitalist  and  director 
Edgar  Heizer  selling  67%  of  his  stake 
and  John  Mack,  president  of  Morgan 
Stanley,  selling  his  172,250  shares. 
Belco  Oil  &  Gas,  one  of  Chesa- 
peake's partners  in  Texas  and  a  player 
in  the  Louisiana  Chalk,  is  dumping 
its  48,600  shares.  H 
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ne  of  the  largest  internationally  operating  businesses 
railroad  industry,  Siemens  gives  decisive  momen- 
o  technical  innovations  in  transportation.When  we 
d  our  headquarters  to  Berlin  in  October  1 994,  we 
ed  to  become  actively  involved  HB5H 
king  Berlin  the  transportation 

mO.Martinsen,  Member  of  the  ^ 
ging  Board  of  Siemens  AG,  President  ^^^^jt 
Transportation  Systems  Group 

is  not  only  developing  into  a  centre  of  production 
novative  transportation  technology,  but  is  also  fun- 
ntally  modernising  its  own  infrastructure.  Germany's 
ay  giant  Deutsche  Bahn  AG,  for  example,  is  current- 
esting  DM  20  billion  in  state-of-the-art  railway  and 
portation  systems  for  the  region.  A  further  highlight 
e  a  new  European  railway  hub:  Berlin's  Lehrter 
>n.  It's  right  at  the  heart  of  the  trans-European  net- 
:s  directly  connecting  the  business  centres  of  East 
Vest.  Come  and  join  us  here  -  in  Berlin  your  business 
o  First  Class. 

ill  be  pleased  to  offer  you  further  information  about 
as  a  business  location.  Simply  contact  Berlin  Economic 
opment  Corporation,  Tel.:  +  49(30)  399-800, 
49(30)  399-80239 


BERLIN  -  MOVING  AHEAD. 
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KOPIEQN  THE  FAST  TRACK 


Third  and 


Nissan  Europe's 
Earl  Hesterberg 
"It's  fun  to  play,  but 
more  fun  to  win." 


Some  of  Earl  Hesterberg's 
fondest  memories  of 
Cincinnati's  Sycamore 
High  School  in  the  1960s 
came  from  playing  center 
on  the  varsity  football 
team.  "It's  fun  to  play,  but 
you  learn  it's  more  fun  to 
win,"  he  says. 

That's  a  maxim  he  needs 
to  use  today  as  he  helps 
tackle  unprofitable  $7.8 
billion  (sales)  Nissan 
Europe.  Hesterberg,  43,  a 
wunderkind  of  sorts  at 
Nissan,  has  just  moved  to 
Amsterdam  to  help  the 
president  there  bail  things 
out.  Plagued  by  22%  over- 
capacity, yen  appreciation 
and  fierce  local  competi- 
tion, unit  volume  is  off  16% 
the  last  five  years,  to 
460,000  vehicles. 

Not  a  new  challenge  for 
Hesterberg,  who  started  at 
Ford  out  of  Davidson  Col- 
lege in  1975.  After  stints 
in  sales  and  marketing  he 
was  recruited  to  Nissan  in 
1982  by  a  former  Ford 
executive  and  moved  up 
quickly.  By  1991  he  was 


running  the  U.S.  Nissan 
Division — 90%  of  its  then 
$9  billion  U.S.  sales.  He 
launched  the  Altima  sedan 
and  Quest  minivan,  spark- 
ing a  sales  turnaround  to 
710,000  units  today  from 
540,000  units  when  he 
started.  "We  were  too 
dependent  on  sports  cars," 
he  says.  "We  weren't 
appealing  to  a  broad 
enough  customer  base." 

Can  he  score  again?  It 
won't  be  easy.  Nissan 
Europe  has  to  contend 
with  selling  to  more  than 
30  countries  without  ben- 
efit of  pan- European 
advertising,  vehicle  specifi- 
cations or  pricing. 

He  just  launched  an 
updated  Infiniti-like  Primera 
luxury  sedan  to  try  giving 
Nissan  more  mass  appeal  in 
Europe.  The  trick  will  be  to 
roll  out  the  sedan  without 
fuzzing  the  focus  of  a  brand 
closely  linked  to  lower- 
priced  or  niche  vehicles  like 
sports  cars  or  four-by-fours. 
"We  don't  want  to  lose  our 
identity,"  he  says. 


All  in  the  family 

William  Burke  has  TV  in 
his  blood.  He  is  the 
youngest  son  of  retired 
Cap  Cities/ABC  chief 
Daniel  Burke.  "I  was  the 
only  kid  in  -first  grade  who 
knew  the  difference 
between  a  rating  and  a 
share,"  he  says.  Burke,  30, 
has  a  new  chance  to  show 
off  his  genes  these  days:  as 
the  president  of  Time 
Warner's  TBS  Superstation, 
the  Adanta- based  broad- 
cast station  that  is  picked 
up  via  satellite  by  11,500 
cable  systems  nationwide, 
reaching  70  million 
subscribers. 

After  working  at 


National  Geographic  Tele- 
vision and  Mattel,  Burke 
picked  up  an  M.B.A.  from 
Harvard  and  joined 
Turner  Broadcasting  in 
1992.  As  director  of  busi- 
ness development,  he 
wrote  plans  for  the  Car- 
toon Network  Latin 
America  and  Turner  Clas- 
sic Movies,  running  the 
latter  until  moving  to  TBS 
last  year. 

Burke  is  now  lighting  a 
fire  under  the  20-year-old 
station.  Faced  with  gener- 
al entertainment  program- 
ming ranging  from  sports 
to  movies  to  sitcom 
reruns,  tbs  viewers  were 
confused  and  had  started 
turning  to  niche  channels. 
Solution?  Franchise 
primetime.  That  means 
Saturday  is  "Big  Shots" 
night,  featuring  John 
Wayne-  and  Clint  East- 
wood-type flicks;  Monday 
is  "Movies  to  Die  For" 
night,  with  mysteries  and 
suspense.  And  so  forth. 
It's  working.  Ratings  are 
up  1 1%  this  quarter  over 
last  year. 

Next:  Burke  wants  to 
switch  tbs  from  a  super- 
station  to  a  basic  cable 
channel  like  its  sister  cable 
network,  CNN.  That  move 
will  allow  TBS  to  collect 
subscriber  revenues  in 
addition  to  its  gross  ad 
revenues  of  $447  mil- 
lion— an  industry  number 
surpassed  only  by  ESPN. 
The  changeover  should 
add  at  least  $100 
million  in  sub- 
scriber revenue 
starting  early 
next  year.  Dad 
should  be 
pleased. 


William  Burke  of 
TBS  Superstation 
A  wolf  show? 
It  must  be 
Sunday  on  TBS. 
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'After  you've  experienced  Otravision® 
everything  else  is  just  television/7 


is  for  watches  that  have  nothing  to  do  with  watches, 
shoes  that  scarcely  mention  shoes. 
Used  to  be  the  brand  identified  the  product. 
In  today's  advertising  the  brand  is  the  product. 

Brands  with  feeling 


Vance  Packard's  1957  bestseller 
The  Hidden  Persuaders  purported  to 
hold  up  to  the  light  all  those  sneaky 
techniques  employed  by  Madison 
Avenue.  The  intellectuals  loved  it. 
The  New  Yorker  wrote  that  the 
hucksters  wanted  to  "turn  the  Amer- 


celebrate  the  product's  virtues. 

But  now  Packard  has  noticed  a  sea 
change.  There  is  an  almost  total 
obsession  with  images  and  feelings 
and  an  almost  total  lack  of  any  con- 
crete claims  about  the  product  and 
why  anyone  should  buy  it.  "I'm  puz- 


Mr.  K  embodies  the  spirit  of  Nissan  in  its  new  commercials 

"The  product  is  no  longer  just  what's  between  the  bumpers." 


ican  mind  into  a  kind  of  catatonic 
dough  that  will  buy,  give  or  vote  at 
their  command." 

Packard,  now  82  and  retired  on 
Martha's  Vineyard,  is  still  fuming 
about  what  he  sees  coming  out  of 
Madison  Avenue.  It's  not  that  the 
commercials  he  watches  have 
sharpened  their  brainwashing  skills. 
The  old  ads  got  your  attention 
with  an  appealing  image.  Once 
they  had  your  attention  they  would 


zled,"  muses  Packard.  "Commercials 
seem  totally  unrelated  to  selling  any 
product  at  all." 

He's  right.  The  beacon  here  is 
Nike,  which  spends  hundreds  of 
millions  of  dollars  a  year  to  push  its 
running  shoes.  The  ads  themselves 
say  little  about  shoes.  They  center 
almost  exclusively  on  concepts  like 
self-sacrifice,  racial  harmony  and 
why  age  doesn't  matter. 

Nothing  whatsoever  on  why  Nike 


shoes  are  better  than  Reebok  or 
Adidas.  Or  consider  the  ads  for 
Robert  Lee  Morris  watches  that  fea- 
ture the  watch  strategically  placed 
over  a  vulnerable  spot  on  a  very 
naked  lady.  Does  the  watch  keep 
good  time  or  work  well  underwater? 
Who  cares? 

What's  going  on  here? 
Using   a   photo   of  a 
naked  lady  to  get  atten- 
tion is  old  stuff.  But 
once    the    barker  had 
your  attention,  he  pro- 
ceeded to  pitch  you  on 
something.     Now  he 
doesn't  bother  to  pitch 
you — just   associates  a 
name  with  an  image  that 
probably  bears  no  direct 
relationship  to  the  prod- 
uct. Explains  Jeff  De 
Joseph,     director  of 
brand  planning  at  the 
advertising    agency  J. 
Walter  Thompson:  "We 
are  just  trying  to  convey 
Vfi|f]|     a  sensory  impression  of 
Steffi    tne  brand  and  we're  out 
djEmM     of  there." 
^^^IvSff       Hence  we  have  ads  for 
\  blue  jeans  that  say  noth- 

I  «H  ing  about  blue  jeans,  ads 
for  watches  that  say 
nothing  about  watches, 
ads  for  shoes  that  say 
nothing  about  shoes. 
At  the  heart  of  Madison  Avenue's 
old  credo  lay  something  that  leg- 
endary adman  Rosser  Reeves  called 
the  Unique  Selling  Proposition. 
USP,  as  it  was  soon  jargonized, 
boiled  down  to  the  sensible  notion 
that  advertising  should  highlight 
that  aspect  of  a  product  that  distin- 
guished it  from  its  rivals — and 
trumpet  the  value  of  that  attribute 
ad  nauseam.  For  example,  my 
aspirin  works  better  for  sore  toes 
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than  any  other  aspirin. 

"usp  is  a  great  theory, 
but  what  do  you  do  when 
most  products  come  to 
market  without  a  visible 
point  of  difference?"  asks 
De  Joseph.  "We're  commu- 
nicating a  different  type  of 
information  today — a  feeling 
of  what  the  world  is  like,  and 
if  you  identify  with  that  feel- 
ing, maybe  you  identify  with 
the  advertised  brand." 

To  be  unkind  about  it,  this  is 
Pavlov's  dog.  Bell  rings,  he  sali- 
vates. But  this  new  kind  of  adver- 
tising   is    consensual.  Unlike 
Pavlov's  mutt,  the  consumer  con- 
spires in  his  or  her  deception. 

Take  the  new,  quirky  $200  mil- 
lion campaign  for  Nissan  cars,  creat- 
ed by  ad  agency  tbwa  Chiat/Day. 
One  spot  shows  a  hip  boy  doll  steal- 
ing the  cute  girl  doll  from  a  nerdy 
boy  doll  with  the  help  of  a  cool  toy 
car.  How  big  is  the  car,  how  fast, 
how  expensive?  We  haven't  a  clue. 
Instead  the  ad  reminds  us  that  we 
don't  just  buy  a  car  for  its  utility 
anyhow,  so  why  not  smile  at  our- 
selves? Punctuating  all  the  commer- 
cials is  a  twinkly-eyed  Oriental  gen- 
tleman and  Nissan's  new  fortune- 
cookie  theme:  "Life  is  a  journey. 
Enjoy  the  ride." 

"Our  proposition  is  that  we're 
going  to  show  you  who  we  are,  and 
the  more  you  know  about  us,  the 
more  you'll  want  to  have  a  relation- 
ship  with   us,"   explains  Nissan 


product 
between 


^^^^  *"*"-. 
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Citibank's  AAdvantage  card  ads 
Emotion  trumps  efficacy. 


U.S.A.  President  Robert  Thomas. 
"They're  not  interested  in  hearing 
from  us  that  we  make  better  cars — 
they  wouldn't  believe  us  anyway.  " 

tbwa  Chiat/Day  claims  its 
research  shows  that  consumers 
detest  hearing  about  dual-side 
airbags  and  wishbone  suspension. 
Thomas  Patty,  who  heads  up  the 
Nissan  account  at  the  agency, 
explains  that  in  a  day  when  most 
cars  are  pretty  much  alike,  the  only 
real  difference  is  in  how  the  con- 
sumer sees  the  brand  image.  "The 


is  no  longer  just  what's 
the   bumpers — anybody 
can  copy  that.  The  brand 
is  the  only  thing  that 
is  truly  unique  any- 
more," says  Patty. 
In  short  all  ads  are 
coming  more  and  more 
to  resemble  outdoor  bill- 
boards   that    grab  the 
attention    of  motorists 
with  an  eye-catching  burst 
as  they  whiz  by. 

Citibank  went  touchy- 
feely     on     its  Citibank 
AAdvantage   card — one  of 
the  first  credit  cards  to  offer 
free  frequent  flier  miles.  In 
early  ads,  a  point  presumably 
worth      making — and  one 
Citibank  made  by  simply  saying: 
"Get  free  travel  faster."  "We  told 
you  exactly  how  it  worked,  but 
then  growth  started  to  flatten," 
says  Nigel  Carr,  head  of  brand  plan- 
ning   at    Citibank    ad  agency 
Kirshenbaum,  Bond  &  Partners. 

The  result:  a  new  print  ad  cam- 
paign with  ads  that  show,  say,  a 
woman's  hand  with  a  diamond  ring 
and  the  tag  line:  "Was  it  love  ...  or 
was  it  the  miles?" 

The  new  ad  is  a  subtle  but  effec- 
tive way  of  saying  to  the  card  user 
and  potential  user:  We  understand 
you.  There's  an  emotional  aspect  to 
our  relationship.  We  know  and  you 
know  you  get  emotional  satisfaction 
from  piling  up  all  those  miles.  "You 
have  to  get  their  active  complicity  by 


Are  you  experienced? 


Excite  Corp.'s  quirky  new  ads  for  its  Internet  search  engine 
"It  is  not  our  job  to  educate  our  audience." 
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showing  that  you  know  who  they 
ar<  .  says  Carr,  the  man  behind  the 
campaign. 

n  high-tech  advertisers,  like 
makers  of  Internet  search  engines, 
are  resorting  to  the  new  art  of  non- 
persuasive  nonselling.  Excite  Corp. 
of  Mountain  View,  Calif,  had  a  lot 
to  say  about  its  Excite  Internet 
search  engine — an  advertisement- 
supported  service  that  guides  users 
through  the  Internet — and  was 
considering  all  the  traditional  ways 
to  say  it. 

"We  thought  about  going  with  a 
claim  for  technological  superiority, 
but  there  are  hundreds  of  search 


"We're  communicating 
a  feeling  of  what  the 
world  is  like,  and  if  you 
identify  with  that  feeling, 
maybe  you  identify  with 
the  advertised  brand." 


engines  out  there,"  says  Felicia 
Moore,  the  Excite  account  supervi- 
sor at  ad  agency  Foote  Cone  & 
Belding/San  Francisco.  "As  soon 
as  we  say  we're  fastest,  one  of  them 
comes  along  that's  faster." 

Scrap  that,  figured  Foote  Cone. 
"We  decided  we  needed  to  stand 
for  something  that  made  people 
feel  good  about  trying  us."  So  nat- 
urally the  agency  chose  the  theme, 
"Are  you  experienced,"  featuring 
the  Sixties  rock  anthem  by  Jimi 
Hendrix  on  the  commercial  that 
broke  last  month.  It's  kind  of 
tough  to  describe  the  commercial, 
but  we  can  tell  you  it  includes  a 
polyhedron,  images  of  cars  careen- 
ing around  curves  and  a  funny 
thing  they  do  with  the  letter  X  that 
turns  it  into  a  mascot  called  the 
Little  Excited  Person. 

What  it  does  not  do  is  tell  you 
what  a  search  engine  does  or  why 
you  need  one.  "It  is  not  our  job  to 
educate  our  audience  about  what 
the  category  is,"  says  Moore. 

It  figures.  In  a  consumption- 
drenched  society  you  can't  make 
money  selling  utility.  So  you  sell 
empathy,  complicity.  It  seems  to 
work.  -J.L.  m 


Hold  on  to  your  wallets,  here  comes  the  next  big 
sales  push:  music  compilation  albums. 

Luv  for  sale 


By  Daniel  Roth 

Most  of  the  rest  of 
the  world  loves  buying 
recorded  music  in  com- 
pilations— collections  of 
songs  that  skim  the 
cream  from  current 
radio  hits  and  package 
them  on  a  single  CD.  It's 
big  business  in  the 
United  Kingdom, 
making  up  about  28%  of 
the  $2.6  billion  music 
market;  in  Germany  it's 
24%  and  in  Italy,  19%. 
Compilations  make  a  lot 
of  sense:  Often  a  musician's  cur- 
rent hit  is  the  only  song  on  an 
album  a  lot  of  people  really  want 
to  own. 

Here  in  the  U.S.,  compilations 
make  up  only  8%  of  the  $12.3  bil- 
lion in  recorded  music  sales.  The 
few  compilations  sold  here  are 
mostly  of  movie  soundtracks  or  are 
cheesy  nostalgia-fests  most  often 
flogged  on  late-night  TV.  Like  25 
Polka  Classics. 

EMI-Capitol  Music  Group  Chief 
Executive  Charles  Koppelman  wants 
to  change  that.  After  watching  EMl's 
Noiv!  compilation  series — which 
pulls  together  current  hits  from  sev- 
eral different  record  labels — take  off 
in  the  U.K.,  Koppelman  became 
convinced  the  format  could  work  in 
the  U.S. 

But  instead  of  focusing  on  teenage 
record  buyers,  as  most  marketers  do 
in  Europe,  Koppelman  has  decided  to 
go  after  24-to-50-year-olds.  These  are 
the  people  who  still  feel  their  teenage 
passion  for  music,  but  not  so  much 
that  they  want  to  part  with  $15  to 
buy  an  album  just  because  they  liked 
one  song  they  heard  on  the  radio. 

To  give  his  experiment  some 
oomph,  Koppelman  felt  he  needed  a 
strong  theme  and  a  punchy  brand 
image.  The  initial  theme  (no  surprise 
here)  is  love — or  Luv,  as  Capitol's  first 


Dr.  Phil  White  counsels  loveless  fish 
Trying  to  hook  America  on  compilations. 


series  of  four  CD  compilations  is 
styled.  Each  album  targets  a  different 
genre — dance,  country,  R&B  and 
movie  songs — and  all  songs  are  loose- 
ly based  around  love,  whether  being 
in  it  or  making  it.  The  compilations 
mix  current  hits  with  can't-miss  clas- 
sics. Featured  performances  include 
Barry  White  singing  "Practice  What 
You  Preach,"  Lisa  Loeb's  "Stay," 
George  Jones'  "Walls  Can  Fall"  and 
Los  Del  Mar's  "Macarena." 

For  the  image,  Koppelman  turned 
to  New  York-based  ad  agency 
Deutsch,  Inc.,  which  created  the 
advertising  character  of  Phil  White,  a 
wild-haired  love  therapist  who  oper- 
ates out  of  an  office  decorated  with  a 
fertility  goddess  and  a  sculpture  of 
disembodied  hands. 

Listen  and  grow  sexy  again.  Hi 
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By  GregJ 


Along  the  Rappahannock  River  in 
Ural  Middlesex  County,  Va.,  people 
raw  their  pride  and  their  livelihoods 
om  the  fertile  farmland  and  the 
'aters  of  the  Chesapeake  Bay. 
armers,  watermen,  oystermen  and 
rabbers  hold  fast  to  life's  great  lesson: 
n  hard  work,  there  is  self-reliance.  In 
elf-reliance,  there  is  self-respect. 

Karen  Richardson,  an  English 
eacher  at  the  county's  St.  Clare 
Valker  Middle  School,  sees  it  in  the 
yes  and  the  attitudes  of  the  school's 
00  students.  There  is  a  willingness 
nd  a  dedication  to  hard  work  -  a 
uiet  resolve  that  marks  proud  people. 
'  riese  are  children  who  look  forward 
3  life,  children  who  will  be  among  the 
irst  to  make  their  mark  in  the  new 
entury. 

At  St.  Clare  Walker,  Richardson 
ays,  the  21st  century  may  have 
lready  arrived,  made  possible  in  part 
y  a  grant  from  the  Corporation  for 
'ublic  Broadcasting  (CPB).  In  June 
995,  Richardson  responded  to  a  call 
or  proposals  with  an  outline  for  using 
he  Internet  as  an  educational  tool, 
"he  proposal  was  accepted,  and  for  the 
ast  few  months,  100  seventh  graders 
lave  been  traveling  the  Internet. 

Along  the  way  they've  gone 


ALL 

THINGS 

CONSIDERED 


behind  the  scenes  -  electronically  -  to 
the  presidential  debate  in  San  Diego. 
And  they  have  delved  into  their 
regional  past  to  understand  what  life 
was  like  200  years  ago  in  Colonial 
Williamsburg. 

"When  you  put  kids  and  comput- 
ers together,  amazing  things  can  hap- 
pen," says  Richardson.  "It's  about 
reading  and  writing.  It's  learning,  plain 
and  simple." 

For  30  years,  educating  children 
has  been  a  centerpiece  in  the  mission 
of  the  Corporation  for  Public  Broad- 
casting. But  it  is  more  than  that. 
Public  programming  made  possible  by 
CPB  has  been  a  thread  from  which  we 
have  stitched  a  common  culture  in  the 
Information  Age.  The  programming 
today  is  as  vital  as  it  was  30  years  ago 
and  continues  to  enjoy  the  unflagging 
support  of  corporations  and  individu- 
als who  embrace  its  mission  and  who 
have  been  enriched  by  its  achievements. 

The  Corporation  for  Public 
Broadcasting  was  created  in  1967  by 
the  U.S.  Congress.  By  funding  public 
broadcasting,  CPB  has  taught  three 
generations  of  children  what  it  means 
to  be  a  good  citizen  in  a  global  com- 
munity. It  has  been  a  platform  for 
emerging  technologies,  and  it  has  edu- 


cated a  workforce  that  has  fueled  eco- 
nomic growth. 

From  the  beginning,  CPB's  man- 
date has  been  to  oversee  and  develop 
public  television  and  radio.  Today,  the 
Public  Broadcasting  Service  (PBS), 
National  Public  Radio  (NPR)  and  Public 
Radio  International  (PRI),  among  others, 
are  reaching  millions  of  Americans  on 
more  than  1,000  public  radio  and  tele- 
vision stations  -  all  funded  by  the  CPB. 


PBS'  Democracy  Project  engages  citizens 

IN  THE  DEMOCRATIC  PROCESS  THROUGH 
SPECIAL  NEWS  AND  PUBLIC  AFFAIRS  PROGRAMS 
AND  ONLINE  RESOURCES. 


Members  of  the  cast  of  Sesame  Street 

America  Agrees 

"We  have  a  cluttered  marketplace 
filled  with  commercial  distraction," 
says  Ken  Burns,  creator  and  producer 
of  the  acclaimed  documentary  The 
Civil  War.  "This  is  the  one  place  that 
provides  an  alternative. 

"It  is  no  accident  that  the  best 
science  programming,  the  best  news 
and  public  affairs  programming  and 
the  best  investigative  programming  are 
all  on  public  broadcasting,"  he  adds. 

Public  broadcasting  is  a  forum  for 
learning  and  the  exchange  of  opinions. 
It  is  an  incubator  for  ideas.  In  many 
ways,  it  is  our  nation's  town  square, 
and  America's  corporations  and  citi- 
zens approve. 


•  A  recent  Roper  Poll 
showed  that,  for  the 
eighth  year  running, 
Americans  say  that  public 
television  programming 
is  more  informative,  edu- 
cational, stimulating, 
imaginative,  important 
and  serious  than  other 
broadcast  and  cable 
programming. 

•  In  the  1994-1995 
season,  more  than  95  mil- 
lion Americans  watched 
public  television  each 
week.  Nearly  160  million 
people,  or  about  two- 
thirds  of  the  population, 
tune  in  sometime  during 
each  month.  An  esti- 
mated 20  million  people 
listen  to  public  radio 
each  week. 

•  Despite  its  "public"  per- 
sona, public  broadcasting 
receives  the  bulk  of  its 

funding  from  private  corporations, 
individuals  and  other  sources.  Last 
year,  American  corporations  con- 
tributed 15%  of  the  $1.9  billion  need- 
ed to  produce  and  air  public  program- 
ming. Individuals  contributed  22%. 
CPB  funds  made  up  15%  of  the  total. 

Is  public  programming  really  nec- 
essary? Absolutely.  A  recent  poll 
showed  that  more  than  84%  of  those 
surveyed  believe  that  public  broad- 
casting must  be  preserved  -  and 
that  it  matters  in  their  work  and  in 
their  lives. 

A  Future  So  Bright  ... 

As  a  national  leader  in  education, 
CPB  has  developed  and  funded  far- 


Advertisement 


reaching  educational  programs  and 
initiatives  that  prepare  children  and 
adults  alike  for  productive  and  mean- 
ingful lives  and  careers. 

"We  need  to  allow  children  to 
have  the  possibility  of  seeing  through 
the  television  mirror  the  kind  of  life 
that  is  possible  -  to  see  adults  who 
like  what  they  do  and  who  are  not 
afraid  about  what  they  know  to  be 
true,"  says  Fred  Rogers,  creator  of  the 
landmark  children's  program  Mister 
Roger's  Neighborhood.  A  small  sam- 
pling of  those  programs  includes: 

•  Ready  To  Learn,  a  program  that 
responds  to  the  nation's  first  edu- 
cational goal  -  that  all  children 
enter  school  ready  to  learn.  The 
program  joins  local  public  televi- 
sion stations,  community  organiza 
tions  and  national  producers  to 
help  parents  use  television  to 
teach  their  children  and  encour- 
age them  to  read.  Nine  hours  of 
children's  educational  program- 
ming is  available  on  public  televi- 
sion stations  around  the  country 
every  day. 

•  The  K-12  Internet  Testhed  is  a 
pilot  program  in  student  electronic 
publishing,  for  kindergartners 
through  12lh  graders.  In  all,  15 
educational  technology  projects 
(including  the  project  at  St.  Clare 
Walker)  are  funded  by  CPB  and 
unite  local  public  broadcasters, 
schools,  universities  and  commu- 
nity organizations  in  a  campaign 
to  develop  dynamic  curricular 
programs,  while  providing  student 
and  teachers  with  Internet  publish- 
ing capabilities. 

•  The  Ernest  L.  Royer  Technology 
Summits  for  Educators,  named  in 
honor  of  the  late  president  of  the 


Albert  R.  Gamper,  Jr. 

President  &■  Chief  Executive  Officer 

The  CIT  Group 

Supporting  public  television  makes  The  CIT  Group  a 
partner  in  programming  that  informs  and  inspires  the 
American  mind.  It's  a  partnership  we  view  with  pride  and 
commitment. 

Just  one  example  of  why  we  do  it  is  a  program  called 
Vote  For  Me/Politics  in  America,  which  premiered  prior  to 
Election  Day  and  gave  viewers  four  hours  of  entertainment 
and  insight  into  the  grassroots  political  process.  The  series  is 
a  classic  illustration  of  the  kind  of  alternative  programming 


that  can  only  be  found  on  PBS.  The  CIT  Group  also 
has  underwritten  The  NewsHour  with  Jim  Lehrer  in  key 
regional  markets,  PBS'  Democracy  Project  programming 
and  National  Election  Day  coverage. 

As  one  of  the  nation's  leading  financial  services  and 
advisory  firms,  CIT  places  a  premium  on  integrity,  quality 
and  creativity.  PBS  offers  television  that  consistently  reflects 
those  same  values  while  focusing  on  issues  that  are  of  impor- 
tance not  just  to  our  company,  but  to  our  country  as  a  whole. 


Mozart's  Cosi  fan  tutte. 
Will  two  promises  go  out  the  window 
when  two  strangers  come  in  the  door? 

Mozart  surpassed  even  himself  with  the  music  for 
Cosi  fan  tutte,  written  at  the  height  of  his  creative  genius. 
A  bittersweet  comedy,  its  action  unfolds  when 
two  gentlemen  disguise  themselves 
as  seductive  strangers  to  test  their  fiancees'  fidelity. 
With  Carol  Vaness,  Susanne  Mentzer,  Cecilia  Bartoli, 
Jerry  Hadley,  Dwayne  Croft  and  Thomas  Allen. 
Conducted  by  James  Levine. 


The  Metropolitan  Opera  Presents 
Mozart's  Cosi  fan  tutte 
Monday,  December  30,  8  pm  ET  on  PBS 

Check  local  listings.  Stereo  simulcast  in  many  areas. 
For  more  information,  visit  the  Texaco  Web  site:  http://www.texaco.com 
Funding  for  this  program  is  provided  by  the  Charles  E.  Culpeper  Foundation 
and  the  Arthur  F.  and  Alice  E.  Adams  Charitable  Foundation. 


For  a  free  copy  of  the  Met  Broadcast  Guide,  call  1-800-MET-8828. 
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Carnegie  Foundation,  are  a  series 
of  four  regional  meetings  during 
w  inch  200  university  professors 
of  education,  working  classroom 
teachers  and  librarians  explore 
uses  for  technology  and  its  poten- 
tial for  generating  excellence  in 
education.  When  the  meetings 
have  ended,  the  work  continues 
on  local  projects,  which  are 


Jim  Lehrer  of  The  NewsHour 


funded  by  CPB. 

There  are  others,  of  course, 
including  The  National  Teacher 
Training  Institute,  sponsored  by 
Thirteen/WNET,  Texaco,  Inc.  and 
CPB,  in  which  1 1  5,000  teachers  are 
being  trained  to  use  such  interactive 
technologies  as  CD-ROMs  and  on- 
line communications  in  the  classroom. 

The  Corporation  for  Public 
Broadcasting's  campaign  for  literacy  is 
another  innovative  educational  pro- 
gram. Currently,  there  are  450  Project 
Literacy  U.S.  (PLUS)  sites  for  adults 
in  workplaces  and  in  prisons  around 
the  country.  Since  1975,  two  million 
people  have  taken  television  courses 
on  public  television  and  have  been 
awarded  a  G.E.D.,  the  high  school 
equivalency  diploma. 

A  fact  that  captures  the  scope  of 
public  broadcasting  and  its  impact  on 
Americans  everywhere  is  that  public 
television  delivers  instructional  mate- 
rial to  30  million  students  and  two 
million  teachers  every  year. 

"There's  no  question  that  the  role 
that  CPB  has  had  in  setting  the  stan- 
dards for  what  children's  programming 
can  be  has  been  a  crucially  important 
one,"  says  David  Britt,  president  of 
Children's  Television  Workshop.  "CPB 
was  one  of  the  original  partners  in  the 
funding  for  Sesame  Street,  and  it  has 


"There's  no  question  that  the  role  that 
cpb  has  had  in  setting  the  standards  for  what 

children's  PROGRAMMING  CAN  RE  HAS  REEN  A 
CRUCIALLY  IMPORTANT  ONE,"  SAYS  DAVID  BRITT, 
PRESIDENT  OF  CHILDREN'S  TELEVISION  WORKSHOP. 


been  at  the  forefront  of  making  publi 
TV  the  model  of  what  good  program^ 
ming  can  do  for  children.  That  contii 
ues  today  with  respect  to  programmij 
such  as  Dragon  Tales  [a  new  program 
for  children].  CPB  has  really  stayed 
focused  on  its  central  mission. 

"We're  looking  ahead  to  a  world 
that  has  many  more  [TV]  channels 
and  more  media  -  interactive  and  otr 
erwise.  There  is  a  need  for  a  standard 
setter  whose  primary  work  is  not  the 
business  of  business  but  the  business 
of  making  quality  programming  for 
Americans." 

As  we  enter  the  21st  century, 
public  broadcasting  will  play  a  pivotal 
role,  according  to  Karen  Richardson 
of  St.  Clare  Walker  Middle  School.  "1 
is  important  to  understand  that  we  liM 
in  an  age  of  'information  glut,' "  she 
says.  "The  skill  of  being  able  to  sift 
through  what's  real  and  what  can  be 
ignored  is  essential.  What  we're  teaclj 
ing  here  is  information  literacy." 


Bobby  McFerrin  (left)  and 
Chick  Corea  of  Loosely  Mozart. 
part  of  the  Great  Performances  series 


Dwayiie  Andreas 

Chief  Executive  Officer 

Archer  Daniels  Midland  Company 

I  feel  very  strongly  about  public  broadcasting. 
This  unique  entity  gives  millions  of  Americans  access 
to  information  they  may  not  otherwise  receive.  It  provides 
a  public  arena  for  unbiased  news  about  business,  health, 
events,  science,  politics,  the  economy  and  more. 

Many  of  our  children  grew  up  on  public  broadcasting's 
educational  programming,  which  the  organization  has 


always  championed.  Not  because  they  were  forced  to 
by  some  regulation,  but  because  it  was  the  right  thing 
to  do.  Just  as  I  feel  ADM  has  a  duty  to  help  feed  the  world, 
I  feel  public  broadcasting  has  a  duty  to  help  educate  the 
world.  That's  why  we're  proud  of  our  sponsorship  of  The 
NewsHour  with  Jim  Lehrer.  And  why  we're  proud  to  support 
public  broadcasting. 


food   for  thought 


Supermarket  to  the  world. 


It's  a  big  responsibility,  one  we  don't  take  lightly. 

It's  a  commitment,  to  supplying  food  to  people  all  over  the 
world.  A  commitment  that  has  led  to  a  unique  partnership  between 
ADM  and  the  American  farmer.  Together,  we  help  feed  our  growing 
world  by  turning  the  bounty  of  the  land  into  soy  protein  products, 
food  ingredients,  and  so  much  more. 

And  we  deliver  these  agricultural  products  virtually  everywhere 
in  the  world  through  our  comprehensive  transportation  network 
using  railcars.  river  barges,  trucks,  and  ocean-going  vessels. 

The  way  we  see  it.  being  Supermarket  to  the  world  means 
being  able  to  make  a  world  of  difference. ..now  and  for 
generations  to  come. 


ADM 


http://www.admworld.com     Supermarket  to  the  world 
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CTW,  the  world  leader  in 
entertaining  and  educating 

children,  salutes  CPB 

for  30  years 

of  excellence  in 

public  broadcasting. 


The  Reward  of  Risk 

The  "public"  face  of  public  broadcast- 
ing comes  to  us  in  initiatives  like  the 
Ready  To  Learn  programs  for  pre- 
schoolers; well-known  programs  like 
Masterpiece  Theater  and  Nova;  and 
such  radio  broadcasts  as  NPR's 
Morning  Edition  and  All  Things 
Considered.  Together,  they  foster  a 
cultural  common  ground  in  a  nation 
where  geography  and  economics 
sometimes  intrude. 

Sesame  Street,  Barney  and  Friends, 
Lamb  Chop's  Play  Along,  Tlxe  News- 


Hour  with  Jim  Lehrer,  FRONTLINE, 
The  Civil  War  and  Eyes  on  the  Prize 
are  but  a  fraction  of  the  CPB  pro- 
grams that  Americans  enjoy  and 
from  which  they  learn.  Often,  that 
means  taking  a  risk. 

Jim  Lehrer,  one  of  the  nation's 
most  respected  newsmen,  believes 
that  the  rewards  are  clear.  "I've 
always  believed  that  public  broad- 
casting should  do  the  things  that 
others  are  unable  or  unwilling  to 
do,"  he  says.  "But  I'm  also  a  realist 


Advertisement 

"The  programs  that  CPB  funds 
and  delivers  are  really  quite  impres- 
sive," says  Kathy  O'Neill,  director  of 
instructional  technology  at  the  Georgi; 
State  University  School  of  Education. 
"People  are  very  visual  and,  as  educa- 
tors, the  question  for  us  becomes 
'How  do  we  use  it  to  improve  the 
process  of  learning?' " 

O'Neill  is  one  of  hundreds  of  edu 
cators  who  considered  that  question 
with  great  care  recently  at  an  Ernest 
L.  Boyer  Technology  Summit  for 


"There  is  a  need  for  a  standard -setter 
whose  primary  work  is  not  the  rusiness 
of  rusiness  rut  the  rusiness  of  making 
quality  programming  for  americans." 


and  I  listen  to  those  who  say  that,  in 
time,  public  broadcasting  will  be 
replaced  by  something.  Well,  I 
haven't  seen  what  that  something  is 
yet  and  I  don't  know  that  anyone 
else  has  either." 
This  is  true  as  well  at  NPR,  says 
Cokie  Roberts,  a  news  analyst  for  the 
radio  network.  "There  is  no  other  place 
on  the  radio  dial  where  you  can  get 
this  kind  of  in-depth  reporting,"  she 
says.  "And  clearly,  the  listeners  like  it. 
It  has  become  what  The  New  York 
Times,  The  Wall  Street  Journal  and  The 
Washington  Post  are  -  news  agenda- 
setters  for  other  news  organizations." 

In  many  cases,  it  is  the  "risk- 
taking"  that  sets  public  programming 
apart,  say  educators  and  television 
personalities  who  agree  that  risk  is 
precisely  what  gives  the  productions 
their  edge  and  inherent  value. 


The  Pvzzle  Place  kids 


J.  William  Sharman,  Jr. 
Chief  Executive  Officer 
The  Lancaster  Group,  Inc. 

Corporation  for  Public  Broadcasting  is  one  of 
those  human  institutions  that  stands  between  us  and 
the  inevitable  results  of  Gresham's  Law,  first  proposed 
by  Sir  Thomas  Gresham  in  1560,  which  states,  "Bad 
money  drives  out  good  money."  That  is,  over  time 
cheaper  coinage  drives  more  valuable  coinage  out  of 
circulation. 

Information  that  is  rich  and  diverse  (the  coinage 


of  our  culture),  but  which  is  not  sufficiently  valued  by 
enough  consumers,  will  be  relentlessly  driven  out  of 
circulation.  CPB  is  literally  an  intervener  in  a  process 
that  is  constantly  trying  to  simplify  our  information 
flows  and  therefore  erode  the  complexity  of  our  cultural 
evolution.  We,  too,  at  The  Lancaster  Group  attempt 
to  provide  unique  and  diverse  hotels  that  impart  variety, 
character  and  personal  service  to  travelers. 


7?,  The  Story  of  Theodore 
'oosevelt  aired  in  october 
s  part  of  PBS'  The  American 
Experience  series. 


,ducators  at  Vanderbilt  University. 

For  many  years,  Shari  Lewis, 
'hose  puppet  friend  Lamb  Chop 
ad  the  starring  role  in  Lewis'  own 
ducational  children's  programs,  has 
'atched  public  television  grow  and 
evelop.  Today  her  current  show, 
amb  Chop's  Play  Along,  can  be 
;en  on  hundreds  of  public  televi- 
on  stations  nationally. 

"Public  broadcasting  under- 
:ands  what  others  cannot  under- 
tand,  and  that  is  that  children  are 
laped  by  the  time  they  are  six  or 
;ven  years  old,"  she  says.  "Children 
:e  as  much  influenced  by  what 
ley  watch  as  by  what  they  eat. 
ublic  broadcasting  has  done  what 
was  mandated  to  do,  which  is  to 
ad  the  industry  to  a  higher  path." 

And  so  it  is  the  higher  path  on 
hich  CPB  must  focus  -  poised  as 
is  on  the  cusp  of  a  new  century, 
ihere  is  the  need,  there  is  the  sup- 
ort  and  there  is  the  mission.  But 
lis,  in  the  final  analysis,  is  a  world 
f  dollars  and  cents.  Public  broad- 
ist  programming  costs  money  -  it 
only  as  good  as  its  funding  will 
low  it  to  be. 

And  yet,  public  broadcasting 
as  garnered  wide  support  over  the 
st  30  years.  It  is  expected  to  con- 


Advertisement 


tinue,  says  Richard  W.  Carlson,  CPB  s 
president  and  CEO.  "Public  broad- 
casting has  a  significant  future 
because  it  is  supported  by  such  a 
broad  cross  section  of  Americans,"  he 
says.  "Democrats,  Republicans,  liber- 
als, conservatives  -  that's  our  support." 

And  there  is  a  continuing  role  in 
public  broadcasting  for  America's  cor- 
porations. Funding  public  broadcast- 
ing has  never  been  more  important.  Its 
programming  informs  us  and  brings  us 
together.  It  is  the  spawning  ground  for 
new  ideas  and  new  technology  —  a 
place  where  we  can  take  a  hand  in 
shaping  our  own  future. 

"We  need  a  well-informed  work- 
force," said  Kathy  O'Neill,  the  educa- 
tor from  Georgia  State  University. 
"The  type  of  teacher  we  produce  will 


have  a  dynamic  impact  on  the  quality 
of  students  coming  out  of  our  public 
and  private  schools.  If  you  don't  have 
the  skills,  then  you're  not  job-worthy. 
That  will  only  become  more  apparent 
in  the  future." 

At  the  St.  Clare  Walker  Middle 
School  in  rural  Virginia,  and  in  thou- 
sands of  other  communities  across 
America,  the  future  is  arriving  every 
day  -  by  computer,  over  radio  signals 
and  through  on-screen  images  that  are 
public  broadcasting  in  America.  ■ 

Author  Greg  Matusky  has  written 
extensively  on  business  topics  for  major 
corporations  and  national  publications. 
Mark  Butler  assisted  in  this  article. 
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BROADCASTING 


To  learn  more  about  how  your  corporation  can  help  develop 
young  minds  for  the  future,  contact  the  Corporation  for  Public 
Broadcasting  at  info@cpb.org  or  202-879-9600.  Or  visit  the 
CPB  Web  site  at  http://www.cpb.org. 
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or  decades,  PBS  has  brought  the  finest  television  programming  ever 
created  into  our  homes.  Now  it  needs  our  support. 

As  a  sponsor  of  The  Jim  Lehrer  Hour,  as  well  as  the  series  "Politics  in 
America"  and  "Coming  &  Going,"   we  at  The  CIT  Group  have  seen  the 
enormous  benefits  of  an  association  with  PBS. 

We  urge  you  to  discover  the  same  for  yourself. 
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The  "Sick  Man  of  Asia"  is  out  of  the  hospital,  and 
foreign  investors  are  now  flocking  to  the  Philippine 

The  Ramos 
bull  market 


By  Justin  Doebele 

If  a  country's  stock  market  is  a 
good  gauge  of  the  health  of  its  econ- 
omy, the  Philippines  is  adding  muscle 
and  bone.  During  the  past  five  years 
total  market  capitalization  on  the 
Philippine  Stock  Exchange  has  grown 
sevenfold,  to  $80  billion  today — this 
year  it's  up  32%  in  dollar  terms.  The 
number  of  listed  companies  has 
grown  by  a  third  in  the  past  five 
years,  to  220.  Reflecting  the  opti- 
mism in  the  air,  the  market  as  a  whole 
sells  for  18  times  this  year's  earnings. 

Philippine  President  Fidel  (Two 
Alarm)  Ramos  is  so  nick- 
named because  he  uses 
two  alarm  clocks  to  make 
sure  he  wakes  up  on 
time.  Likewise,  Ramos 
has  wakened  his  country 
with  deregulation,  priva- 
tization and  a  welcome 
mat  for  foreign  investors 
(Forbes,  Dec.  5,  1994). 

In  the  past  five  years 
the  Philippines'  growth 
rate  has  tripled,  to  5%. 
Inflation  has  tumbled 
from  19%  to  8%.  Foreign 
investment  has  quadru- 
pled, to  an  annual  rate  of 
$2.3  billion,  as  multina- 
tional companies  begin  to 
view  the  Philippines  as  a 
well-situated  and  relative- 
ly inexpensive  gateway  to 
Asia.  Federal  Express,  for 
example,  now  uses  part 
of  the  former  U.S.  Navy 
base  at  Subic  Bay  as  the 
base  for  all  of  its  Asian 
operations. 

Construction  cranes 
are  common,  and  in 
Manila  real  estate  prices 
have  doubled,  and  in 
some  cases  tripled,  since 


1990.  To  show  off  the  country's  eco- 
nomic progress,  Ramos  played  host 
at  Subic  in  late  November  to  the 
summit  meeting  of  the  Asia  Pacific 
Economic  Cooperation  forum. 

Is  this  an  emerging  market  bubble 
that's  soon  to  pop?  There  could  be 
jolts,  but  the  long-range  picture  is 
good  as  this  long-depressed  nation  of 
69  million  people  catches  up  with  the 
rest  of  Asia.  Per  capita  income  is  just 
$1,000— far  below  that  of  Korea 
($8,260),  Malaysia  ($3,480)  and 
Thailand  ($2,410). 

Philippine  Stock  Exchange  Centre 

Exchange  Road 
Ortigas  Center 
Pasig  City,  Philippines 
Telephone:  632-636-0122 

Fax:  632-634-5920 
E-mail:  pse@mnl.sequel.net 
Web  site:  none 
Chairman:  Wilson  Sy 
President:  Vitaliano  Nanagas 
Chief  Operations  Officer:  Raphael  L.  Llave 
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There  is  no  reason  to  think  these 
income  gaps  won't  narrow.  The 
country's  middle  class  is  on  the  rise. 
With  the  role  of  the  state  in  the  econ- 
omy diminished,  the  opportunities 
for  graft  are  reduced  and  this  rather 
lawless  nation  is  becoming  more  law- 
abiding.  Most  Filipinos  speak  Eng- 
lish— increasingly  the  language  of 
international  trade  and  industry. 

The  Manila  Stock  Exchange  was 
started  in  1927,  in  the  days  of  U.S. 
rule,  by  five  U.S.  businessmen  who 
wanted  a  place  to  trade  mining 
stocks.  As  the  country's  once-rich 
deposits  of  gold,  silver  and  copper 
were  depleted  and  the  economy 
diversified,  most  of  these  mining 
companies  either  found  new  busi- 
nesses or  went  bust.  (Mining  today 
accounts  for  just  1%  of  GDP.)  In  1963 
some  Filipino  brokers  founded  a 
competing  exchange  in  Manila  called 
the  Makati  Stock  Exchange.  In  the 
interest  of  improving  liquidity  and 
efficiency,  soon  after  he  took  office  in 
1992  Fidel  Ramos  merged  the  two 
markets  into  the  Philippine  Stock 
Exchange.  All  trading  is 
automated,  with  comput- 
ers matching  buy-and-sell 
orders.    Settlement  is 
within  four  business  days. 

There  are  two  classes 
of  stock  in  the  Philip- 
pines: Class  A  shares  can 
be  purchased  only  by  cit- 
izens of  the  Philippines; 
Class  B  shares  can  be 
purchased  by  locals  and 
foreigners.  In  most  cases 
the  two  classes  enjoy  the 
same  legal  and  voting 
rights.  But  to  prevent 
foreign  takeovers,  no 
company  is  allowed  to 
issue  more  than  40%  of 
its  stock  as  B  shares.  One 
problem  of  investing  here 
when  foreign  interest  is 
high  is  that  most  of  these 
B  shares  trade  at  premi- 
um prices  to  A  shares, 
which  means  foreigners 
pay  more  for  shares  than 
the  locals  pay. 

It'll  cost  you  up  to  2% 
to  buy  or  sell  shares  in 
Manila — commissions  are 
capped  at  1.5%,  but  there 
is  also  a  0.5%  "  tr  ansae  - 
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Once  demsnated 
fcv  mining  stocks, 
the  ?$a«iSa  mar- 
.  Jiomte 
to  some  large 
;  ea!  estate  com- 
panies—but also 
banks,  telecom- 
munications and 
manufacturing 
concerns.  These 
are  the  compa- 
nies with  the 
largest  market 
capitalizations. 


Thrillers  from  Manila 


Ticker 

Company/business 

Price 

Market 

P/E 

 Performance  

per  share 

cap 

one-year 

five-year 

($mil) 

ALIB 

Ayala  Land'/real  estate 

$1.12 

$6,418 

27 

45% 

342%2 

ACB 

Ayala  Corp'/holding  company 

1.07 

5,825 

20 

47 

2362 

-SMCB 

San  MiguelVfood  &  beverage 

3.64- 

4,870 

41 

18 

470 

MBT 

Metropolitan  Bank  &  Trust/bank 

22.27 

4,046 

21 

46 

1,074 

■  MERB 

Manila  ElectricVutility 

7.35 

3,408 

20 

28 

8472 

■TEL 

Philippine  Long  Distance  Telephone/telecom 

61.48 

3,339 

18 

-6 

190 

PCOR 

Petron/energy 

0.34 

2,647 

16 

-7 

 3 

BPI 

Bank  of  the  Philippine  Islands/bank 

5.00 

2,219 

21 

-5 

792 

FDC 

Filinvest  Development/real  estate 

0.38 

2,214 

15 

-24 

 4 

SMPH 

SM  Prime  Holdings/shopping  malls 

0.22 

2,156 

30 

-11 

 3 

■  Available  as  an  ADR.  'B  share  data  only.  'Four-year  return.  31P0  in  1994.  4IP0  in  1995. 
Source:  Clemente  Capital. 


tion"  tax.  The  Philippines  levies  no 
capital  gains  taxes  on  either  foreign- 
ers or  local  investors,  but  withholds 
25%  of  dividends  paid  to  Americans. 
The  amount  withheld  generally 
becomes  a  foreign-tax  credit  against 
your  U.S.  income  tax. 

Currency  risk?  Minimal,  based  on 
recent  experience.  The  central  bank 
follows  an  unofficial  policy  of  peg- 
ging the  Philippine  peso  to  the  dollar. 
The  peso  has  hovered  around  26  to 
the  dollar  since  Ramos  took  office  in 
1992.  It  currently  trades  at  26.28  and 
is  freely  convertible. 

There  are  37  foreign  brokerages 
on  the  pse,  but  the  only  U.S.  firms 
that  hold  seats  are  Bankers  Trust  and 
Citicorp.  There's  only  one  U.S.  fund 
listed  on  the  New  York  Stock 
Exchange  exclusively  devoted  to 
Philippine  stocks:  the  closed-end  First 


Philippine  Fund.  It's  run  by  the  tal- 
ented husband-and-wife  team  of 
Leopoldo  and  Lilia  Clemente 
(Forbes,  Sept.  7,  1987).  The  fund's 
expense  ratio  is  1.77% — high,  but  not 
unreasonable  as  country  funds  go. 
The  fund  trades  at  a  21%  discount  to 
its  net  asset  value  of  $15.63  and  has 
a  four-star  rating  from  Morningstar. 

If  you  prefer  picking  stocks  your- 
self, a  handful  of  Philippine  compa- 
nies have  issued  ADRs.  Our  advice: 
Stick  with  the  biggest,  most  liquid 
issues.  Some  names: 
■  Philippine  Long  Distance  Tele- 
phone, the  national  long  distance 
carrier.  Currently  $60.50  on  the 
New  York  Stock  Exchange,  pldt's 
ADRs  trade  at  22  times  earnings  and 
yield  just  0.4%.  But  the  whole 
telecommunications  sector  is  boom- 
ing in  the  Philippines,  and  this  is  a 


good  way  to  play  the  overall  trend. 

■  San  Miguel  is  a  diversified  brewery 
and  food  company  with  over-the 
counter-traded  adrs.  It  stands  to 
benefit  as  the  country's  middle  class 
eats  and  drinks  better. 

■  Also  trading  over-the-counter  are 
the  ADRs  of  Manila  Electric  Co., 
known  as  Meralco,  the  heat  and  elec- 
tric utility  for  metropolitan  Manila. 
The  utility  was  privatized  in  the  early 
1990s  and  since  then  has  reported 
surging  earnings.  It's  another  good 
way  to  play  the  economy's  overall 
development. 

President  Ramos  must  step  down 
in  1998.  Will  the  country  sink  back 
into  corruption  with  his  departure? 
There's  always  that  risk,  but  Filipinos 
are  enjoying  their  new  prosperity  and 
are  unlikely  to  tolerate  any  govern- 
ment that  interferes  with  it. 


Since  the  Gulf 
war  and  a  coup 
attempt  in  Manila 
in  1990, 

Philippine  stocks 
have  taken  off, 
nearly  trebling 
since  Fidel  Ramos 
came  to  power  in 
1992.  But  this  is 
an  emerging  mar- 
ket: The  1995  set- 
back was  mainly 
caused  by 
Mexico's  crisis 
and  Baring's  col- 
lapse. Expect 
other  jolts  ahead. 


Source:  Bloomberg. 
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BO  or  133MHz  '  Pentium 
brocessor  runs  softivare 
at  lightning  speeds. 


At  a  mere  six  pounds: 
<  you  can  take  your 
ThinkPad  anywhere. 


With  TrackPoint  III, 
our  hands  never  have 
■   to  leave  tlie  keys. 


Introducing  the  new  ThinkPad  365.  Because  everyone  could  use  an 
affordable  place  to  think.  Now,  even  if  youre  short  on  work  space,  you 
can  still  stretch  your  mind  as  far  as  you'd  like. 

The  IBM  ThinkPad  365  brings  you  award-winning  ThinkPad 
technology -with  Pentium  processor  power  -  starting  at  $2,499. 

Its  a  very  comfortable  place  to  work.  It  offers  an  inspiring  view 
(a  bright,  10.4"  or  11.3"  color  screen)  as  well  as  a  hard  drive  with 
room  enough  to  store  ideas  as  big  as  yours.  It  comes  complete  with 
Lotus  SmartSuite  for  instant  produc- 
tivity. And  select  models  are  designed 
with  full  multimedia  capabilities, 
including  an  integrated  CD-ROM  drive. 

Call  1  800  426-7255,'  ext.  4730,  or 
visit  us  at  www.pc.ibm.com/thinkpad 
for  details  on  the  new  ThinkPad  365. 
You  11  find  it's  not  only  affordable,  it's 
absolutely  thought-provoking. 


1  Model  2E9/3E9  Estimated  IBM  authorized  retailer  price  Actual  puces  may  vary  Other  models  range  up  to  $3,499  'SmartSuite  may 
be  preloaded,  included  on  a  CO  or  available  to  order  on  a  CD  Diskettes  and  hard  copy  documentation  available  at  extra  charge  'M-F. 
8am -8  pm  EST  In  Canada,  call  1  800  465-3299  (ID#  45294)  'MHz  denotes  internal  clock  speed  ol  the  microprocessor  only,  other 
factors  also  atlect  application  performance '  Actual  weight  may  vary  Supports  Windows  95.  Windows  NT  v3  51,  v4  0  (when  available) 
IBM,  ThinkPad.  TrackPoint  III  and  Solutions  lor  a  small  planel  are  trademarks  ol  International  Business  Machines  Corporation 
Microsoft  and  Windows  are  trademarks  or  registered  trademarks  ol  Microsoft  Corporation  Other  companies,  products  and  service 
names  may  be  trademarks  or  service  marks  ot  others  ©  1996  IBM  Corp 
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Lafayette  Escadrille 
The  Battle  of  Belleau  Wood 
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The  Only  Software  Your  Kids  Will 
Ever  Need  for  American  Hisro 


LINCOLN 

Here  is  an  incisive  exploration  of  the  life  and  times  of  one  of  America's  most  re 
Presidents.  The  CD-ROM  features  a  time-line  of  Abraham  Lincoln's  life  enhana 
period  photographs,  paintings,  and  music,  as  well  as  dramatic  voice-over  narr, 
a  forum  in  which  four  of  the  country's  leading  Lincoln  scholars  discuss  the  sei 
issues  of  the  period  in  exclusive  video  interviews;  an  interactive  history  of  the  U 
States  during  Lincoln's  life;  and  a  library  of  Lincoln's  original  writings. 
PC,  $39.95.  C4.    Macintosh,  $39.95.  C5 

HISTORY  OF  THE  UNITED  STATES  FOR  YOUNG  PEOPLE 

The  definitive  CD-ROM  for  kids  of  all  ages.  This  is  the  ultimate  American  hi 
reference.  Kids  can  navigate  through  a  time-travel  capsule  to  discover  the  pe 
issues,  and  events  that  shaped  our  country.  Includes  an  interactive  time-line 
prehistory  to  the  present;  biographies  of  the  American  presidents;  a  searchable  I 
with  Report  Maker;  an  overview  of  arts  and  entertainment  media;  and  3D  vi 
reality  walk-throughs  of  American  homes  from  the  seventeenth  century  to  today. 
PC,  $39.95.  C6.    Macintosh,  $39.95.  C7 

THE  CIVIL  WAR 

Complete  with  a  multimedia  time-line',  battle  re-enactments,  and  a  full-blown  str 
game,  this  two-disc  CD-ROM  includes  "a  wealth  of  text,  illustrations,  photographs, 

artifacts,  music,  and  live  video  Along  the  way  you  hear  the  shuffle  of  feet  an 

explosion  of  gunfire  as  soldiers  give  firsthand  accounts  of  the  marches  and  battl: 
Playing  this  is  something  like  wandering  through  a  museum  combined  with  i 
action  experience  of  a  movie.  With  its  broad  array  of  elements  it  suggests 
complexity  and  immensity  of  our  nation's  defining  conflict." — Steve  Forbes,  FORBI 
must-buy  for  history  buffs  who  want  to  build  on  their  knowledge." — The  New  York 
PC,  $54.95.  C8 


American  eritage 


-  \J-  '  '  J       J  ''  C#  '.  -^J-    ■  <^M- 1    Or  '  ■    kJ     <J'     <J     ^JP     of-  ^  ■' 

O  LI  DAY    C  O  LLECTION 


lust  be  prepaid  with  a 
Iney  order  or  you  may 
jour  VISA,  MasterCard, 
jrd.  Shipping  is  $3.50 
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(iantity.  Handling  is 
fern.  Outside  the  U.S., 
jl  the  necessary  ship- 
iandling  charges.  To 
II,  include  recipient's 
hddress. 
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Code  Title 


CI 


Voices  From  the  Front:  Civil  War,  Audio  $39.95 


C2 


Voices  From  the  Front:  WWI,  Audio  539.95 


C3 


TO  ORDER  BY  PHONE,  CALL  TOLL-FREE  1  800-876-6556 


Be  sure  to  include  your  phone  number  on  the  order  form. 
Detach  and  mail  to: 

American  Heritage 

P.O.  Box  1 0934,  Des  Moines,  Iowa  50350-0934 

Check  or  money  order  payable  to  American  Heritage 

Charge  my:  Visa   MasterCard    Amex   

Card  #: 

□□□□□□□□□□□□□□DO 

Exp.  Date: 

□  □□□  Signature:  


Name 


C4 
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The  Alamo,  Video  $29.95 


Lincoln,  CD-ROM,  PC  $39.95 


Lincoln  CD-ROM,  Macintosh  $39.95 


History  of  the  U.S.,  CD-ROM,  PC  $39.95 
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want  to  do  business  in  booming  Brazil, 
it  helps  to  know  Jorge  Paulo  Lemann. 


e  man  who  brought 
Wall  Street  to  Sao  Paulo 


By  Kerry  A.  Dolan 

Five  years  ago  Philip  Morris  was  in  a 
tight  corner  in  Brazil.  It  owned  40% 
of  Brazil's  biggest  chocolate  maker, 
Industrias  de  Chocolate  Lacta,  and 
wanted  to  acquire  the  rest.  But  the 
Brazilian  family  that  ran  the  company 


and  owned  a  chunk  of  the  stock  had 
issued  more  shares,  diluting  Philip 
Morris'  stake. 

So  Philip  Morris  turned  to  a  Sao 
Paulo-based  investment  bank  called 
Banco  de  Investimentos  Garantia. 


Lawyers  handpicked  by  Garantia 
stormed  into  court  with  evidence  that 
the  share  issuance  was  illegal.  The 
court  agreed,  and  last  June  Philip 
Morris  acquired  the  rest  of  Chocolate 
Lacta.  "We  tried  friendly  dialogue  and 


Garantia  Chief  Executive  Claudio  Haddad  (seated  left)  and  founder  Jorge  Paulo  Lemann  (seated  right),  surrounded  by  some  colleagues 
Suddenly  some  of  Lemann's  New  York  friends — Goldman,  Sachs  and  Morgan  Stanley— are  invading  his  turf. 
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it  never  worked.  It  was  only  when 
[Garantia]  turned  aggressive  that  we 
really  turned  the  tables,"  says  Hans 
Grether,  chief  financial  officer  of 
Philip  Morris'  Brazilian  unit. 

Garantia  has  become  one  of  Brazil's 
most  profitable  investment  banks  and 
most  prestigious  places  to  work — a 
Brazilian  version  of  Goldman,  Sachs. 
It  admits  to  earning  $168  million  last 
year  on  capital  of  $412  million,  but 
denies  what  some  competitors  insist  is 
true:  that  Garantia's  real  profits 
exceeded  $1  billion  over  the  course  of 
1994  and  1995  and  that  it  tucked 
away  the  unreported  profits  at  Garan- 
tia Banking  Ltd.,  its  offshore  trading 
vehicle  in  the  Bahamas. 

In  the  last  two  years  Garantia  has 
handled  six  merger-and-acquisition 
deals  for  U.S.  clients,  worth  a  total  of 
$2  billion.  The  toughest  of  these  was 
the  Philip  Morris/Chocolate  Lacta 
deal,  but  the  biggest  was  Colgate-Pal- 
molive's  $1  billion  acquisition  of  Koly- 
nos  Oral  Care,  a  leading  Brazilian 
toothpaste  maker,  in  January  1995. 

Garantia  is  the  creation  of  a  wiry 
former  tennis  champion  named  Jorge 
Paulo  Lemann.  Lemann's  father  emi- 
grated from  Switzerland  to  Brazil  in 
the  early  1920s  and  started  a  dairy 
business  outside  of  Rio  de  Janeiro.  He 
sent  Jorge  Paulo  north  to  Harvard, 
where  he  played  tennis  and  finished 
his  economics  degree  in  three  years, 
graduating  with  the  class  of  1961. 
After  working  as  a  trainee  for  Credit 
Suisse  in  Switzerland,  he  quit  to  join 
the  European  tennis  circuit  for  a  year 
and  a  half,  winning  the  Swiss  nation- 
als and  playing  at  Wimbledon. 

Returning  to  Brazil  in  1963 
Lemann  worked  at  various  financial 
houses  until  1971,  when  he  and  three 
partners  launched  Garantia  as  a  bro- 
kerage amid  the  so-called  Brazilian 
jmiracle.  The  stock  market  was  boom- 
!ing  and  the  partners  paid  $800,000 — 
then  the  highest  price  ever — for  the 
(equivalent  of  a  seat  on  the  Rio  de 
Janeiro  Stock  Exchange.  Six  weeks 
later  the  stock  market  fell  60%,  wiping 
lout  most  of  Garantia's  capital. 

Setbacks  like  this  toughen  some 
people,  and  it  toughened  Lemann. 
The  young  firm  survived  the  crash  by 
developing  an  expertise  in  trading 
newly  created  Brazilian  Treasury  bills. 
This  required  quick  wits  and  skill 
rather  than  family  connections.  Break- 
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Clockwise  from  top  left,  that's  Jack  Daniel,  Jess  Motlow,  Lem  Tolley,  Frank  Bobo  and  Jess  Gamble.  (Jimmy's  in  the  middle) 

JACK  DANIEL'S  HEAD  DISTILLER,  Jimmy 
Bedford,  has  lots  of  folks  looking  over  his  shoulder. 

Since  1866,  we've  had  only  six  head  distillers. 
(Every  one  a  Tennessee  boy,  starting  with 
Mr.  Jack  Daniel  himself)  Like  those  before 
him,  Jimmy's  mindful  of  our  traditions, 
such  as  the  oldtime  way  we  smooth  our 
whiskey  through  10  feet  of  hard  maple 
charcoal.  He  knows  Jack  Daniel's 
drinkers  will  judge  him  with  every 
sip.  So  he's  not  about  to  change  a 
thing.  The  five  gentlemen  on  his 
wall  surely  must  be  pleased 
about  that. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  m  the  National  Register  of  Historic  Places  by  the  United  States  Government. 


ing  with  local  tradition,  Lemann  later 
ruled  that  Garantia's  partners  could 
not  bring  their  relatives  to  work  at  the 
bank.  Unimpressed  by  the  efforts  his 
cofounders  were  making,  by  1976 
Lemann  had  bought  them  all  out. 

Lemann  watched  carefully  the 
innovations  taking  place  on  Wall 
Street  and  lost  little  time  bringing 
them  to  Brazil.  "One  of  the  advan- 
tages of  being  in  a  backward  coun- 
try," he  says,  "is  that  you  can  go  out- 
side and  look  at  how  people  are  doing 
things  and  copy  the  things  you  think 
are  good." 

In  the  mid-1970s,  for  example, 
Lemann  started  trading  and  syndicat- 
ing loans — soon  after  Wall  Street 
started  doing  it  and  long  before  other 
Brazilian  firms  had  caught  on. 

In  1983  Lemann  and  his  new  part- 
ners bought  control  of  discount  retail 
chain  Lojas  Americanas.  Since  then, 
Lojas  Americanas'  sales  have  grown 
from  $280  million  to  $1.9  billion, 
making  it  one  of  Brazil's  largest  non- 
food retailers.  In  1994  Lojas  part- 
nered with  Wal-Mart  and  a  year  later 
opened  five  stores  around  Sao  Paulo. 


Five  Garantia  partners  own  40%  of 
Lojas,  worth  around  $280  million. 

In  1989  Garantia  partners  bought 
control  of  Cervejaria  Brahma,  Brazil's 
largest  brewery.  A  former  head  trader 
at  Garantia  took  the  helm  at  the 
brewery,  raising  profits  from  around 
$15  million  a  year  to  $260  million  in 

'Triendly  dialogue  never 
worked.  When  [Garantia] 
turned  aggressive,  we  really 
turned  the  tables." 

1995.  Various  Garantia  partners  and 
entities  own  20%  of  Brahma. 

Lemann  went  to  New  York  in  1989 
to  observe  derivatives  trading  at 
Bankers  Trust.  He  then  implemented 
at  home  what  he  had  learned  abroad. 

Lately,  however,  some  of  Lemann's 
New  York  friends  have  begun  to 
invade  the  Brazilian  market.  Earlier 
this  year  Goldman,  Sachs  and  Morgan 
Stanley  opened  offices  in  Sao  Paulo — 
the  first  for  both  in  South  America. 


No  mystery  what  brought  them. 
Brazilian  new  equity  issuance,  fueled 
in  large  part  by  privatizations,  jumped 
to  $7.9  billion  last  year  from  $3.1  bil- 
lion in  1993.  For  next  year  alone  $10 
billion  in  privatizations  are  slated. 

Lemann,  now  57,  admits  the  added 
competition  will  make  it  tougher  to 
make  money  as  spreads  narrow  and 
commissions  shrink,  but  he's  confi- 
dent he  can  hold  his  own.  "It's  like  a 
tennis  match,"  he  says.  "Sure,  you're 
out  to  kill  the  other  guy,  but  if  you 
live  by  the  rules,  it  will  be  good  for 
both  of  you." 

With  kidnapping  rampant  and 
populism  still  powerful  in  Brazilian 
politics,  it  pays  to  keep  a  low  profile 
if  you're  as  rich  as  Lemann  is.  He 
tools  around  Sao  Paulo  in  an  incon- 
spicuous Volkswagen  even  though 
Veja,  a  Brazilian  weekly,  estimates 
Lemann's  personal  fortune  at  over 
$800  million.  "We  don't  want  to  call 
attention  to  ourselves.  In  Brazil 
people  still  think  if  you  have  money 
you  did  something  wrong  to  get  it," 
explains  Garantia's  chief  executive, 
Claudio  Haddad.  H 
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By  training  a  new  generation  of  economists  in  free  enterprise  economics, 
)bert  Mundell  hopes  to  have  a  positive  influence  on  China's  development. 


etting  China 
on  the  right  track 


By  Kate  Bohner 


Columbia  University  economist 
Robert  Mundell  inhabits  a  rambling 
apartment  on  the  Upper  West  Side  of 
Manhattan,  its  ample  space  littered 
with  laptop  computers,  yellowing 
papers,  his  half-finished  oil  paintings 
and  untidy  stacks  of  books  6  feet 
high.  But  while  he  calls  this  home,  his 
heart's  in  China  these  days.  As  the 
People's  Republic  undergoes  its  grad- 
ual metamorphosis  from  socialism  to 
capitalism,  it  lacks  economists  who 
are  trained  in  MundelPs  specialty, 
supply-side. 

Mundell,  who  is  widely  expected 
to  win  a  Nobel  Prize  in  economics 
for  his  work  on  currencies,  traveled  to 
China  in  the  spring  of  last  year  as 
professor  of  economics  in  the  Ford 
Foundation  training  program  at  Bei- 
jing's Renmin  (People's)  University, 
established  in  1937. 

Mundell  has  already  made  his  mark 
in  the  practical  world.  From  1979  to 
1982  he  was  director  of  a  graduate 
economics  training  program  at  the 
University  of  the  Eastern  Republic  of 
Uruguay  in  Montevideo.  "I  wanted 
to  see  what  students  in  other  parts  of 
the  world  were  learning,"  says 
Mundell. 

He  went  to  learn  but  stayed  to 
preach  his  supply- side  theory  and  his 
views  on  currencies.  He  says,  with 
obvious  pride,  that  Uruguayan  min- 
isters, past  and  present,  including 
"the  Minister  of  Finance,  the  Gover- 
nor of  the  Central  Bank,  the  Minister 
of  Planning  and  the  Minister  of  the 
Statistics  Bureau  are  all  graduates  of 
the  program  I  helped  set  up." 

Columbia  University's  Robert  Mundell 
From  Montevideo 
to  Beijing. 
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Robert  Mundell  at  the  People's  Bank  of  China 
Setting  the  supply-side  message 
across  in  the  Communist  heartland. 


In  China  in  1995, 
Mundell  collaborated  with  the 
People's  Bank  of  China,  the  Interna- 
tional Monetary  Fund,  Citibank  and 
Deutschebank  to  organize  a  confer- 
ence on  how  to  curb  inflation  in  that 
country  without  dampening  eco- 
nomic growth.  "Never  before  had  so 
many  gifted  economists  met  in  this 
way  in  China,"  says  Mundell.  To 
name  a  few:  Arnold  Harberger,  pro- 
fessor of  economics  at  UCLA;  D.  Gale 
Johnson,  professor  of  economics  at 
the  University  of  Chicago;  and  Emil- 
Maria  Classen,  professor  of  econom- 
ics at  the  University  of  Paris. 

"I  could  see  the  effect  on  the  [Chi- 
nese] students,  on  the  professors;  it 
was  as  if  a  whole  new  world  was 
opening  up  for  them.  I  realized  then 
that  providing  this  kind  of  intellectu- 
al stimulation  and  getting  discourse 
started  would  be  the  only  way  to 
teach  young  economists  and  keep 
them  in  China." 

Certainly  China  needs  people 
trained  to  think  in  broad  economic 
terms.  In  1992  Deng  Xiaoping  vis- 
ited two  of  the  five  coastal  zones 
that  he  had  opened  to  outside 
investors  during  the  previous 
decade.  This  paved  the  way  for  the 
export  boom,  with  export  growth 
exceeding  20%  in  the  favored  areas. 

But  in  some  inland  provinces  eco- 
nomic growth  is  only  3%  per  year  and 


per  capita  in- 
come is  one- 
third  of  that  in 
coastal  regions. 

One  prob- 
lem is  that  it 
will  take  huge 
capital  in- 
vestments in 
roads,  railroads  and  airlines  to 
open  the  interior,  but,  says 
Mundell,  "In  the  past  the  govern- 
ment mistakenly  allocated  public 
monies  to  produce  consumer 
goods  instead  of  public  goods — 
like  roads,  communication  sys- 
tems and  such."  This  is  changing, 
but  not  fast  enough  in  his  opin- 

Says  Mundell:  "  Let's  create 
the  London  School  of 
Economics— begun  in  a  small 
classroom  in  London  in  the 
late  1800s— in  China." 


ion.  He  wants  to  encourage  dis- 
course on  these  subjects.  In  short, 
ignorance  of  economics  leads  to 
bad  economic  policy. 

Mundell  decided  to  work  for 
change,  as  he  had  in  Uruguay  two 
decades  before.  "I  thought,  'Why 
don't  I  try  to  create  the  London 
School  of  Economics — which  was 
begun  in  a  small  classroom  in  London 
in  the  late  1800s— in  China?'" 

The  Beijing  School  of  Advanced 
Economics  is  now  in  the  works. 
Mundell  had  authorization  from  the 
Chinese  government  and  a  commit- 


ment from  the  president  of  Renmin 
University,  with  which  the  new  school 
will  be  affiliated.  "It  would  have  been 
difficult  if  I'd  been  at  Beijing  Univer- 
sity," Mundell  says,  with  an  eye 
toward  Chinese  politics.  "Many  of 
Renmin's  graduates  are  trusted  mem- 
bers of  the  government." 

Nonetheless,  he  insisted  on  auton- 
omy in  four  areas:  salary,  curriculum, 
standards  and  faculty.  With  that  grant- 
ed, he  thinks  he'll  have  no  govern- 
ment interference  in  what  is  taught. 
"Of  course,  I'll  teach  my  own  version 
of  economics — the  supply-side  view," 
he  says.  "Students  will  learn  about  the 
inefficiencies  of  excessive  govern- 
ments and  of  high  taxation." 

He  also  hopes  to  make  students 
realize  that  it  is  in  China's  best  inter- 
est to  move  cautiously  in  integrating 
the  Hong  Kong  and  mainland  cur- 
rencies and  to  control  inflation 
during  rapid  growth. 

Despite  the  government's  socialist 
pretensions,  Mundell  thinks  his  mes- 
sage will  fall  on  willing  ears.  "The 
reality  is,"  says  Mundell,  "that  the 
Chinese  government  is  getting  less 
socialistic  than  some  Western  Euro- 
pean countries."  In  1978,  80%  of 
China's  gross  domestic  product  was 
accounted  for  by  the  government. 
Today  that  number  has  been  cut  in 
half— to  just  under  40%.  In  Denmark 
and  Sweden  60%  of  GDP  is  accounted 
for  by  the  government;  50%  in  Ger- 
many and  France. 

Mundell  is  raising  the  money  for 
his  dream.  He  estimates  he  needs  $4 
million  to  get  the  program  started 
and  another  $8  million  to  build  the 
school.  He  has  commitments  from 
AT&T,  Exxon  and  Citibank.  H 
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vare,  hardware  and  chip  companies  trade  at  very  steep  multiples 
J  1997  earnings.  Which  ones  are  worth  it? 


omputers: 
the  earnings 
outlook 


By  Bruce  Upbin  and  Shlomo  Z.  Reifman 


Them  that  has,  gets.  Simply  put, 
that's  the  economic  theory  of  increas- 
ing returns.  It  says  that  a  slight 
market  share  advantage  one  year  can 
magnify  into  a  huge  advantage  a  few 
years  later.  It  goes  a  long  way  toward 
explaining  some  of  the  dizzying  mul- 
tiples on  computer  stocks. 


You  don't  see  increasing  returns  in 
wallboard  or  auto  rentals.  In  those 
businesses,  economies  of  scale  go 
only  so  far.  As  a  result,  being  number 
one  doesn't  confer  any  powerful 
advantage;  a  smaller  supplier  could 
underprice  the  leader,  grow  faster, 
even  earn  more  money.  But  the  phe- 


nomenon of  increasing  returns  is  very 
evident  in  the  computer  business. 
There,  a  51%  share  may  soon  evolve 
into  a  90%  share,  a  number  two  posi- 
tion become  worthless. 

About  1 5  years  ago  the  Microsoft- 
Intel  standard  in  desktop  computing 
began  to  outsell  the  Apple-Motorola 
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Internet 


Exch  Company 

Price  

Latest 

1997  estimated 

Operating 

Market 

recent 

1996 

12-mo 

EPS 

P/E 

margint 

value 

change 

P/E 

($mil) 

n   Bay  Networks 

24 

-42% 

32.0 

$1.13 

21.2 

23.8% 

$4,424 

o  3Com 

72'/a 

55 

60.2 

2.99 

24.1 

22.1 

12,233 

o   Cisco  Systems 

643/4 

74 

47.3 

2.08 

31.2 

37.4 

42,366 

o  CompuServe 

ll'/s 

-64 

NM 

0.36 

32.8 

20.5 

1,076 

o   Ascend  Communications 

70 

73 

NM 

1.48 

47.4 

30.7 

7,949 

o   Cascade  Communications 

763/s 

169 

NM 

1.07 

71.4 

32.3 

6,912 

n   America  Online 

27'/4 

-27 

NM 

-0.08 

NM 

11.1 

2.533 

n  BBN 

24 

-42 

NM 

-1.44 

NM 

NMt 

506 

o  Excite 

6'/4 

-69 

NM 

-1.11 

NM 

NMt 

66 

o   Netcom  On-Line  Communication  Services 

15'/4 

-58 

NM 

—4.21 

NM 

NMt 

181 

o   Netscape  Communications 

583/s 

-16 

NM 

0.54 

NM 

12.6 

4,774 

o  PSINet 

13'/8 

-43 

NM 

-0.32 

NM 

NMt 

534 

o  Spyglass 

UlA 

-80 

41.7 

0.02 

NM 

20.9 

137 

o  Yahoo 

18'/2 

-44 

NM 

-0.16 

NM 

NMt 

478 

Netscape,  whose 
shares  are  down 
16%  in  1996, 
avoided  the 
severe  crash  of 
Internet  software 
stocks.  In  this 
sector  the  value 
is  concentrated  in 
the  hardware 
makers. 


Prices  as  of  Nov.  15.  tLatest  fiscal  year.  Net  income  before  depreciation,  interest  and  taxes.  ^Operating  loss.  NM:  Not  meaningful. 
n:  New  York  Stock  Exchange.  0:  Nasdaq. 

Sources:  IBES  Express;  IBES,  Inc.,  Market  Guide  and  Value  Line  via  OneSource  Information  Services. 


alternative.  Now,  despite  a  valiant 
comeback  plan  from  Apple  Comput- 
er (see  cover  story),  the  Microsoft- Intel 
axis  is  close  to  being  a  monopoly. 

Why  is  the  computer  business  like 
this?  You  can  call  it  the  bandwagon 
effect.  "There's  an  innate  desire  in 
computer  users  to  be  part  of  the 
mainstream,1''  says  Roger  McNamee, 
a  technology  investor  with  Integral 
Capital  Partners  in  Menlo  Park,  Calif. 
"They're  afraid  of  making  a  technol- 
ogy mistake."  Who  wants  to  own  a 
computer  that  runs  cp/m?  That  early 
competitor  to  Microsoft's  DOS  is  just 
a  relic  now. 

Take  a  look  at  the  "operating 
margin"  column  in  our  earnings  fore- 
cast tables.  This  is  the  ratio  of  operat- 


ing income  (net  before  depreciation, 
interest  and  taxes)  to  revenues.  A 
high  number  usually  indicates  pricing 
power.  No  one  can  consistently  earn 
a  40%  operating  margin  from  a  build- 
ing supplies  business.  If  you  charge 
too  much  for  your  wallboard,  cus- 
tomers buy  elsewhere. 

Switching  software  suppliers  is  not 
so  easy.  There  may  or  may  not  be  a 
close  substitute  for  the  operating 
svstem  or  application  in  which  cus- 
tomers have  invested  so  much  in 
compatible  hardware,  compatible 
software  and  training.  And  there  is 
no  better  exhibit  of  economies  of 
scale  than  the  software  business. 
Once  a  company  has  spent  $100  mil- 
lion to  develop  a  program,  it  can 


make  additional  copies  for  pennies. 

The  lucky  handful  of  companies 
benefiting  from  increasing  returns  in 
computer-related  ventures  boast 
market  capitalizations  more  than 
double — in  Cisco  Systems'  case,  more 
than  triple — those  of  their  nearest 
competitors.  Microsoft  hogs  desktop 
software  (see  table,  p.  318).  Netscape 
hogs  Internet  software  (see  table 
above).  Intel  hogs  the  microprocessor 
sector  (see  table,  p.  320). 

Market  leaders  like  these  are  worth 
a  premium.  But  how  much?  Wall 
Street  expects  Microsoft's  earnings 
per  share  to  grow  21%  per  year  over 
its  next  two  fiscal  years.  This  would 
put  fiscal  1998  earnings  at  $4.99. 
Microsoft  is  trading  at  30  times  that 
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sum.  Expensive?  Since  1926  stocks 
have  traded  at  an  average  of  1 3  times 
their  reported  earnings.  Today's 
buyers  of  Microsoft  would  be  vindi- 
cated, however,  if  the  company  can 
keep  up  a  21%  earnings  growth  until 
2002,  and  thereafter  maintain  a 
market-tracking  growth. 

Two  things  could  trip  up  investors 
who  bet  on  technology  leaders.  One 
is  that  the  desktop  computer  busi- 
ness could  go  into  a  recession.  There 
hasn't  been  one  recently,  but  who's 
to  say  when  computer  buyers  will  tire 
of  the  upgrade  treadmill?  Microsoft's 
Office  97  is  bloated  with  unnecessary 
features  like  help  from  an  animated 
spaceship  or  a  cartoonlike  Albert 
Einstein;  you  need  an  oversexed  PC 


Hardware 


Here  are  the 

Exch  Company 

Price  

Latest 

1997  estimated 

Operating 

Market 

biggest  U.S.  com- 

recent 

1996 

12-mo 

EPS 

P/E 

margin! 

value 

change 

P/E 

($mil) 

puter  hardware 

makers,  ranked 

n  IBM 

145 

59% 

15.4 

$12.77 

11.4 

21.6% 

$76,487 

by  ratio  of  price 

n   Compaq  Computer 

763/s* 

59 

22.7 

5.55* 

13.8 

11.8 

20,736 

to  expected  1997 

a  Amdahl 

11 

29 

NM 

0.80 

13.8 

11.3 

1,284 

earnings. 

o   Gateway  2000 

527/8 

116 

18.8 

3.82 

13.8 

7.8 

4,080 

o   Micron  Electronics 

16'/8 

50 

33.6 

1.04 

15.5 

12.0 

1,467 

o   Dell  Computer 

45'/i 

161 

26.3 

2.91 

15.5 

7.8 

8,173 

n  Hewlett-Packard 

50'/s 

21 

20.5 

2.99 

17.0 

14.9 

50,459 

o   Sun  Microsystems 

293/s* 

29 

22.3 

1.68* 

17.4 

14.3 

10,810 

n   Digital  Equipment 

343/a 

-46 

NM 

1.04 

33.5 

6.4 

5,131 

o   Apple  Computer 

25 

-22 

NM 

0.74 

33.7 

7.1 

3,190 

Prices  as  of  Nov.  15.  *Split-adjusted.  tLatest  fiscal  year.  Net  income  before  depreciation,  interest  and  taxes.  NM  Not  meaningful. 
a-.  American  Stock  Exchange,  n:  New  York  Stock  Exchange.  0:  Nasdaq. 

Sources:  IBES  Express;  IBES,  Inc..  Market  Guide  and  Value  Line  via  OneSource  Information  Services. 


Software 

The  market  says 


Exch  Company 

 Price  

recent  1996 
change 

Latest 
12-mo 
P/E 

1997  estimated 
EPS  P/E 

Operating 
margint 

Market 
value 
($mil) 

that  Oracle  and 
Computer 
Associates  are 

o   Silicon  Graphics 

20 

-28% 

NM 

$1.16 

17.3 

17.2% 

$3,512 

worth  at  least  19 

o   Adobe  Systems 

42!/2 

-31 

43.4 

2.18 

19.5 

32.1 

2,955 

times  1997  earn- 

n  Computer  Associates  International 

59'/2 

57 

26.2 

3.04 

19.6 

47.9 

21,216 

ings,  and  that 

o  Informix 

20'/2 

-32 

27.0 

1.02 

20.1 

28.3 

3,133 

Microsoft  is  more 

n  Cadence  Design  Systems 

36'/2 

30 

28.3 

1.66 

22.0 

29.9 

2,861 

valuable  than  the 

o   BMC  Software 

443/i* 

109 

41.4 

1.92* 

23.3 

46.5  • 

4,515 

two  of  them 

o  Oracle 

47 

66 

47.5 

1.69 

27.8 

27.8 

31,140 

together. 

o   Parametric  Technology 

493/4 

50 

47.8 

1.62 

30.6 

40.0 

6,454 

o  Microsoft 

74'/2* 

70 

41.4 

2.06* 

36.3 

41.0 

89,326 

o  PeopleSoft 

47'/4* 

120 

NM 

0.68* 

69.2 

24.7 

5,051 

Prices  as  of  Nov.  15.  *Split-adjusted.  tLatest  fiscal  year.  Net  income  before  depreciation,  interest  and  taxes.  NM:  Not  meaningful, 
a:  American  Stock  Exchange,  n:  New  York  Stock  Exchange.  O:  Nasdaq. 

Sources:  IBES  Express;  IBES,  Inc.,  Market  Guide  and  Value  Line  via  OneSource  Information  Services. 
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atundersta 


0  cfet  h 


n  thatr  is  n 


sys 


appropnate  response 


UMAN  RESOURCES 


SYSTEMS 


You  know  the  feeling.  Your  boss  appears 
in  the  doorway,  asking  for  information 
that  your  current  HR  software  just  can't 
produce  on  demand. 

Fortunately,  with  a  Human  Resource 
Management  System  from  ADP,  every- 
thing from  benefits  projections  to 
staffing  analyses  is  just  moments  away. 
Because  our  systems  are  so  flexible,  they 
allow  you  to  access  the  information  you 
want,  the  way  you  want  it. 

And  with  over  20  years  of  HR  expe- 
rience, ADP  will  be  there  to  guide  you 
every  step  of  the  way.  From  cur- 
rent system  analysis  to  new  system 
implementation  to  ongoing  mainte- 
nance, we'll  provide  a  support  team 
dedicated  to  your  needs. 

No  wonder  over  5,000  companies 
rely  on  ADP  for  HR  solutions.  Whether 
your  company  is  LAN-  or  WAN-based, 
requires  single-user  or  client-server  plat- 
forms, we  provide  solutions  that  seam- 
lessly integrate  your  HR,  benefits  and 
payroll  information. 

So  the  next  time  your  CEO  asks  for 
information,  you'll  be  able  to  deliver  it  on 
the  spot.  To  find  out  more,  visit  us  at 
adp.com  or  call  for  a  free  demo  disk. 


800   CALL  ADP 
ext.  380 


I  [if  J  J 


FORECASTS 


to  go  with  it.  It's  hard  to  remember 
now,  but  even  that  paragon  of  oper- 
ating margins,  Intel,  was  in  the  red 
for  a  while  (in  the  mid-1980s). 

The  other  risk  is  that  a  shift  in 
technology  could  transfer  power  away 
from  the  leader.  IBM  was  once  all- 
powerful  in  computers.  Then  the 
microcomputer  displaced  the  main- 
frame. For  a  while  last  year  there  were 
those  who  thought  Netscape  could 
topple  Microsoft  from  its  operating 
system  bastion.  Cisco  Systems  pretty 
much  owns  the  router  business  it 
invented,  but  its  technology  is  vul- 
nerable. Routers  could  be  displaced 
by  far  cheaper  boxes  called  switches 
(Forbes,  July  29).  That  risk  may  not 
yet  be  reflected  in  Cisco's  market 
value  of  $42  billion,  which  is  10 
times  revenues  and  31  times  expect- 
ed fiscal  1997  earnings. 

Bulls  love  Netscape's  80%  of  the 
Web  browser  market,  dominance  in 
Web  server  software  and  76%  pro- 
jected earnings-per-share  growth 
through  1998.  But  is  this  stock 
worth  108  times  projected  1997 
earnings?  In  a  recent  report  Morgan 
Stanley  software  analyst  Mary  Meeker 


Semiconductors 


Exch  Company 

Price  

Latest 

1997  estimated 

Operating 

Market 

recent 

1996 

12-mo 

EPS 

P/E 

margin! 

value 

change 

P/E 

($mil) 

n   MEMC  Electronic  Materials 

24!/2 

-25% 

7.3 

$2.21 

11.1 

22.0% 

$1,000 

n  Arrow  Electronics 

52% 

23 

12.9 

4.56 

11.6 

7.7 

2,710 

o  Atmei 

30 

34 

16.1 

2.38 

12.6 

35.7 

2,977 

n   National  Semiconductor 

22?/s 

3 

NM 

1.51 

15.1 

17.0 

3,185 

o  Intel 

115'/8 

104 

24.9 

7.05 

16.4 

40.9 

98,813 

n  Cypress  Semiconductor 

1178 

-6 

11.6 

0.72 

16.5 

40.6 

960 

o  Applied  Materials 

317s 

-19 

8.6 

1.83 

17.5 

25.4 

5,754 

o   SCI  Systems 

57 

84 

18.9 

3.15 

18.1 

4.9 

1,736 

o  Analog  Devices 

30M 

28 

22.9 

1.66 

18.2 

23.6 

3,586 

o   Cirrus  Logic 

20'/2 

4 

NM 

1.12 

18.3 

2.9 

1,382 

n  Texas  Instruments 

55!/2 

8 

28.3 

2.97 

18.7 

17.9 

10,519 

n  Solectron 

587s 

32 

26.7 

2.75 

21.2 

9.0 

3,127 

o   Microchip  Technology 

453/4 

25 

42.0 

2.14 

21.4 

35.6 

1,554 

n  Motorola 

5374 

-6 

24.2 

2.48 

21.7 

17.9 

32,370 

n   LSI  Logic 

30'/2 

-7 

21.5 

1.41 

21.7 

35.8 

4,072 

o  Xilinx 

397s 

30 

26.6 

1.75 

22.6 

37.0 

2,899 

o  Altera 

677s 

35 

28.4 

2.73 

24.6 

36.5 

3,077 

o   Linear  Technology 

427s 

8 

24.5 

1.70 

25.0 

48.5 

3,252 

n   Advanced  Micro  Devices 

25'/8 

52 

25.9 

0.78 

32.2 

25.1 

3,346 

n   Micron  Technology 

3174 

-21 

11.4 

0.82 

37.9 

50.7 

6,709 

With  the  chip 
industry  bottom- 
ing out,  mighty 
Intel  has  sucked 
up  all  the  value. 
It  still  looks 
cheap,  though. 


Prices  as  of  Nov.  15.  NM:  Not  meaningful,  n:  New  York  Stock  Exchange.  0:  Nasdaq.  tLatest  fiscal  year.  Net  income  before  depreciation,  interest  and  taxes. 
Sources:  IBES  Express;  IBES,  Inc.,  Market  Guide  and  Value  Line  via  OneSource  Information  Services. 
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SEATTLE 


CttCAOO 


4  languages,  multiple  networks,  an  endless  stream  of 
documents  and  one  GP30F  to  manage  the  whole  operation. 


Customer  is  responsible  for  determining  compatibility  with  their 
systems  and  applications.  Optional  equipment  required.  Novell  and 
Netware  are  registered  trademarks  of  Novell,  Inc.  TRIL  qualified  Token 
Ring  products  are  certified  for  physical  interoperability  in  multi-vendor 
environments.  PostScript  is  a  trademark  of  Adobe  Systems,  Inc., 
registered  in  the  U.S.  and  other  countries.  AS/400  is  a  registered 
trademark  of  International  Business  Machines  Corporation. 
©  1996  Canon  U.S.A..  Inc. 


NetWare 
Tested  and 


GP30F  Digital  Imaging  System. 

multiple  environments 
with  one  integrated 
document  management  system:  The 
GP30F  Total  Document  Management 
System  from  Canon. 

The  GP30F  is  built  around  open  industry 
standards,  and  it  connects  directly  to 
numerous  network  environments.  So  no 
matter  how  many  different  environments 
you're  working  with,  anyone  on  any  network 
can  print,  fax,  scan  and  copy  more 
productively,  all  through  the  same 
digital  system.  The  GP30F  also  2££d 
speaks  your  printing  language,  whether 
you're  using  PCL,  PostScript,  AFPDS,  SCS 
or  all  of  the  above. 

So  with  the  GP30F,  you  don't  have  to 
change  your  whole  environment  to  make 
your  document  processing  more  efficient. 
*Y And  you  don't  have  to 
sacrifice  the  present 
Adobe  PostScript  for  the  future.  The 
GP30F  will  integrate  seamlessly  with 
whatever  new  technology  you  employ. 

If  your  office  needs  an  integrated 
solution  to  document  management,  the 
GP30F  is  one  system  that  can 
manage  the  job  perfectly. 
For   more   information,  call 


TtOWK  SBfMgS 


1  -800-OK-CANON  anytime,  or  visit  us  at 
http://www.usa.canon.com  on  the  web. 

Cation 


MINGS  FORECASTS 


Buis  and  services 


Excii  Company 

Price  

Latest 

1997  estimated 

upeiaung 

IVIdrKcl 

recent 

1996 

12-mo 

EPS 

P/E 

margin! 

value 

change 

P/E 

($mil) 

o  Quantum 

24'/8 

50% 

NM 

$3.14 

7.7 

5.2% 

$1,442 

o  Komag 

297/8 

29 

11.3 

3.14 

9.5 

38.0 

1,548 

n   Seagate  Technology 

367/s* 

55 

36.5 

2.98* 

12.4 

15.0 

7,990 

n   Storage  Technology 

49 

105 

NM 

0.43 

i  a  n 
14. U 

14.9 

2,962 

n  EMC 

297/8 

94 

22.3 

1.93 

15.5 

28.2 

6,859 

n   Western  Digital 

55'/s 

213 

21.8 

3.58 

15.6 

4.5 

2,542 

n  Ceridian 

465/s 

13 

27.8 

2.71 

17.2 

18.0 

3,217 

o  Adaptec 

34'/4* 

67 

41.4 

1.98* 

17.3 

29.7 

3,876 

o  Read-Rite 

223/s 

-4 

NM 

1  7  7 

25.1 

1,011 

n   Electronic  Data  Systems 

46  Vz 

-11 

NM 

2.43 

19.1 

21.2 

22,496 

o   Shared  Medical  Systems 

44 

-19 

23.9 

2.28 

19.3 

16.1 

1,037 

o   US  Robotics 

665/s 

52 

32.8 

3.32 

20.1 

16.9 

6,032 

n   Computer  Sciences 

77 

10 

34.2 

3.51 

22.0 

12.1 

5,730 

o   SunGard  Data  Systems 

41'/2 

46 

52.5 

l.ob 

HA 

26.1 

1,706 

o   American  Power  Conversion 

24'/4 

155 

28.9 

1.07 

22.8 

22.1 

2,350 

n   Automatic  Data  Processing 

42J4 

14 

26.4 

1.82 

23.4 

24.3 

12,218 

n   National  Data 

39!/s 

58 

NM 

1.65 

23.7 

15.4 

1,018 

a  Keane 

25'/2* 

131 

38.1 

0.93* 

27.4 

12.9 

836 

o   American  Management  Systems 

32 

60 

37.2 

1.13 

28.4 

12.8 

1,243 

o   HBO  &  Co 

543/4 

43 

60.2 

1.52 

36.0 

25.4 

4,905 

Prices  as  of  Nov.  15.  *Split-adjusted.  tLatest  fiscal  year.  Net  income  before  depreciation,  interest  and  taxes, 
n:  New  York  Stock  Exchange.  0:  Nasdaq. 

Sources:  IBES  Express;  IBES,  Inc.,  Market  Guide  and  Value  Line  via  OneSource  Information  Services. 


:  Not  meaningful,  a.  American  Stock  Exchange. 


Service  compa- 
nies are  getting 
more  powerful 
in  the  computer 
business — and 
also  more 
valuable. 


strived  to  rationalize  Netscape's  price. 
In  her  model  the  stock  could  climb 
to  67,  up  13%  from  the  current  price, 
if  one  assumes  that  by  1999  the  com- 
pany has  enjoyed  revenue  growth  of 
70%  annually,  sports  an  18%  net 
margin  (more  than  double  the  cur- 
rent) and  trades  at  a  multiple  of  35 
times  earnings.  Talk  about  bullish 
assumptions. 

In  contrast,  Intel  looks  downright 
cheap  at  16  times  expected  1997 
earnings.  Scott  Randall,  an  analyst  at 
SoundView  Financial  Group  in  Stam- 
ford, Conn.,  predicts  that  weak  pric- 
ing (especially  in  memory  chips)  will 
limit  sales  growth  in  the  overall  chip 
sector  to  7%  next  year.  Intel's  domi- 
nance in  processor  chips  will  see  it 
past  that  weakness,  says  Randall.  He 
also  likes  niche  players  in  analog  chips 
such  as  Linear  Technology  and 
Analog  Devices.  A  lack  of  skilled 
analog  chip  designers  will  limit  com- 
petition here. 

Computer  service  companies,  often 
overlooked  in  the  buzz  about  Inter- 
net browsers  and  PCs,  deserve  serious 
consideration  (see  table).  Buyer  power 
is  consolidating  into  the  hands  of  a 


few  service 

outfits  like  EDS,  IBM  Global  Ser- 
vices, Computer  Sciences  Corp.  and 
privately  held  Andersen  Consulting. 

"•Microsoft  and  Oracle  are  no 
longer  at  the  top  of  the  food  chain," 
declares  Robert  Djurdjevic,  president 


of  technology 


consulting 
firm  Annex  Research 
in  Phoenix,  Ariz.  "EDS  and  [IBM 
Global  Services]  have  more  market 
power  than  any  single  software  or 
hardware  supplier."  In  his  view,  EDS' 
multiple  of  19  times  expected  earn- 
ings makes  it  a  bargain.  ■■ 
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We  don't  brake  for  international  borders 

when  it  comes  to  moving  the  world's  traffic. 


Your  business 

knows  no 
boundaries. 
That's  why  Sprint 
has  worked  to 
aecome  the  world's 

leading  carrier  of 
Internet  traffic.  In  fact,  we 

were  chosen  by  the  National  Science 
Foundation  to  operate  one  of  the  largest  Internet 
traffic  hubs  in  the  world.  Plus,  we  offer  global 
connectivity  with  a  full  portfolio  of  Internet  and 
intranet  services.  We  designed  our  IP  network 
to  offer  you  optimal  connections  to  anywhere 
on  the  Internet- Sprint  also  operates  the 
only  OC-3  IP  link  across  the  Atlantic. 

And  we're  the  only  carrier 
with  a  separate  intranet 


Only  Sprint 

carries  over  half  the  globe's  Internet  traffic,  bringing 
a  world  of  experience  to  your  IP  services. 


network,  devoted 
exclusively 
to  business 
traffic. The  result? 
You  enjoy  the 
utmost  in  data  security. 
You  also  receive  complete 
support  with  24x7  monitoring 
available,  plus  firewall  software  and 
hardware,  custom  access  and  alert  systems  -  even 
investigation  support-for  added  security.  Sprint  is 
Network  Computings  Editor's  Choice  for  IP  services 
in  1996,  the  only  carrier  to  receive  such  praise. 
The  reasons  are  clear:  Sprint's  experience  and 
visionary  approach  to  the  Internet  are 
helping  you  meet  the  challenges 
of  global  data  transport 
today,  and  tomorrow. 


OFFICIAL 

TELECOMMUNICATIONS 
PROVIDER  TO  THE  NFL  . 


Call  Sprint  Business 

1  800  588  DATA 

www.  sprin  t.  com /da  ta  7 


Sprint 


We  help  business  do  more  business 


©1996  Sprint  Communications  Company  L  P  NFL  and  the  NFL  shield  are  registered  trademarks  of  the  National  Football  League 


Where  is  it  written  that  cutting  costs  has  to  be  a  cruel,  ruthless  act? 

Take  the  new  NEC  PowerMate*  Series,  for  instance.  To  most  people, 
it's  a  sophisticated  workhorse  that  enables  them  to  be  more  productive.  To 
you,  however,  it's  an  effective  way  to  lower  costs  by  reducing  system 
downtime  and  increasing  end-user  efficiency. 

The  fact  is,  each  PowerMate  system  can  save  up  to  15% 
of  the  total  cost  of  desktop  ownership,  thanks  to  advanced 
features  that  provide  efficient  network  management.* 


SiSiV  THE  OtILY 
iBSiflE  THAT  WMl 


: 


- 


■ 


Exclusive  MagicEye™  technology  continually  monitors  the  system's  For  more  information,  call  1- 
th,  including  hard  drive  activity,  temperature  and  voltage.  And,  if    at  http://www.nec.com. 


-NEC-INFO,  or  visit  us  on  the  web 


'oblem  is  detected,  IS  managers  can  remotely  access  the  system 
Intel's  LANDesk*  Client  Manager  3.0.  What's  more,  CyberMedia's 
ItAid  95  Deluxe  automatically  fixes  configuration  errors  and,  along 
i  McAfee's  anti-virus  software,  protects  valuable  data. 
What  does  it  all  add  up  to?  Quite  simply,  fewer  problems  and  more 
iuctivity.  Now  isn't  that  a  cost-saving  measure  everyone  can  live  with? 


SEE,  HEAR  AND  FEEL  THE  DIFFERENCE.' 
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COMPUTERS/COMMUNICATIONS 

md  grab  in  cyberspace  is  almost  over, 
n  stakers  made  out  like  bandits— 
but  most  came  up  empty-handed. 


got 
here  first 


By  Damon  Darlin 

For  the  technologically  hip,  the 
last  two  years  have  made  the  Internet 
look  like  Oklahoma  during  the  land 
rush.  Speculators  have  been  scurrying 
to  register  ownership  of  Internet 
addresses  called  domain  names. 
They've  snagged  the  names  of 
models,  almost  every  noun  that 
describes  a  product  and  every  dirty 
word  you  can  think  of.  Big  compa- 
nies do  it,  too.  Procter  &  Gamble 
roped  off  a  motley  assortment  of 
afflictions,  including  pimples.com, 
underarm.com,  underarms.com  and 
diarrhea.com. 

More  than  730,000  Internet 
names  have  been  registered,  many  by 
people  who  think  they  are  going  to 
get  rich  selling  these  addresses,  as  a 
handful  did  several  years  ago  with 
toll-free  800  numbers. 

Michael  O'Connor,  a  St.  Paul, 
Minn.  Internet  access  provider,  two 
years  ago  registered  television.com 
along  with  a  bunch  of  other  domain 

The  serious  money  in  Web 
real  estate  is  going  to  be 
made  the  same  way  tycoons 
have  made  it  for  eons: 
developing  the  property. 

names  like  bar.com,  place.com  and 
haven.com.  CNet  Inc.,  the  San  Fran- 
cisco Internet  network,  offered 
$7,000  for  television.com.  O'Connor 
refused.  CNet  raised  its  bid  to 
$15,000.  O'Connor  again  said  no. 
"We  were  now  in  serious  windfall  ter- 
ritory," remembers  O'Connor. 
He  got  a  little  greedy.  He  decided 


to  hold  an  auction  for  the  name  and 
sent  out  messages  to  every  company 
he  figured  might  be  interested.  No 
one  responded.  The  next  thing  he 
knew,  CNet  had  paid  a  San  Francisco 
man  $30,000  for  both  tv.com  and 
radio.com. 

It  costs  only  $100  to  register  a 
name  and  then  $50  a  year  after  the 
first  two  years  of  ownership.  So  the 
possibility  of  a  windfall  seems  enor- 
mous. Dale  Ghent,  a  20-year-old 
computer  consultant  in  Middletown, 
Md.,  says  he  will  take  $1  million  for 
his  site:  billgates.com.  So  far,  no 
offers.  Not  even  a  protest  from 
anyone  at  Microsoft. 

Chuck  P.  Jones,  a  Portland,  Ore. 
financial  planner,  is  hawking  invest- 
ing.com  for  $500,000  with  a  "for 
sale"  sign  on  the  first  page  of  his  Web 
site.  No  takers,  though  he  claims  a 
mutual  funds  company  offered  him 
about  $50,000. 

Martin  Turnbull,  a  vanity  press 
publisher,  grabbed  teens.com,  ste- 
reos.com  and  copier.com  with  big 
hopes  of  providing  for  his  retirement. 
He  says  pornographers  offered  him 
$60,000  for  teens.com,  but  he 
refused.  He  thinks  the  domain  is 
worth  $750,000. 

The  reality:  Few  people  are  going 
to  make  much  money  selling  these 
vacant  lots  on  the  Internet.  John 
Common,  a  Seattle,  Wash,  market- 
ing consultant,  says  his  employer, 
Webwerks  Inc.,  owns  1,000  domain 
names,  which  means  it  has  invested 
about  $100,000  so  far.  Sales  to 
date:  less  than  $30,000.  "But  I  did 
that  by  selling  less  than  six-tenths 
of  the  inventory,"  he  argues,  with- 


out a  trace  of  irony. 

David  Milligan,  vice  president  of 
Internet  access  provider  Globecomm 
Inc.  in  New  York,  boasts  of  an  18- 
fold  profit  on  430  sites  he  sold  to  his 
employer.  He  hung  on  to  a  few,  scor- 
ing by  selling  grocery.com,  for 
$9,000,  and  again  a  few  weeks  after 
he  registered  it,  ivm.com.  A  German 
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company,  ivm  Technical  Consultants, 
paid  him  $5,000.  But  Globecomm 
has  only  realized  a  paltry  $38,000  on 
its  $150,500  outlay.  So  Milligan  is 
looking  to  score  another  way — as  a 
domain-name  broker.  He  created  a 
Web  site  called  Best  Domains  where 
sellers  can  post  their  wares.  He  has 
handled  seven  sales  in  three  months 


at  an  average  price  of  $5,285.  Milli- 
gan asks  for  a  20%  commission,  so  he 
probably  netted  all  of  $7,000  for 
three  months'  work.  Alas,  there  are  at 
least  half  a  dozen  other  brokers  out 
there  on  the  Web. 

Then  who  is  making  serious  money 
with  these  names?  Lawyers.  Hun- 
dreds of  disputes  have  erupted. 


People  for  Ethical  Treat- 
ment of  Animals,  the  pet 
huggers  group,  is  fighting 
for  the  use  of  peta.com. 
The  domain  is  controlled 
by  a  wiseguy  who  has  a 
Web   site    called  People 
Eating  Tasty  Animals.  Fry's 
Electronics,  a  Palo  Alto, 
Calif-based  electronics 
chain,  is  suing  Octave  Sys- 
tems, a  Seattle,  Wash,  french- 
fry  equipment  seller,  which 
registered  frys.com. 

Time  Warner  has  staked 
out     more     than  180 
domain  names,  including 
marthastewart.com  and  odd- 
ities like  buzzbeamer.com  and 
rants.com.  But  it  is  fighting 
for  more.   Its  lawyers  are 
trying   to   strong-arm  an 
Internet  provider  in  Arizona 
over  roadrunner.net,  which  it 
claims  conflicts  with  its  car- 
toon character.  It  is  also 
fighting  a  Web  developer  in 
Washington,     D.C.  who 
reserved  dc.com  for  a  city 
information    service.  Time 
Warner  claims  it  infringes  on 
the  DC  Comics  trademark. 

In  the  end,  the  serious 
money  in  Web  real  estate  is 
going  to  be  made  the  same 
way  real  estate  tycoons 
have  made  it  for  eons: 
developing  the  property. 
Reynolds  &  Reynolds,  the 
Dayton,  Ohio  forms  maker, 
recently  paid  a  Seattle  auto 
dealer  $1.7  million  for  the 
dealernet.com  site.  It  helps 
car  buyers  locate  new  and 
used  cars.  Intuit,  the 
i  vendor  of  Quicken  soft- 
>g  ware,  paid  $9  million  for 
5  Gait  Technologies  and  its 
galt.com  Web  site.  Not  a 
prepossessing  name,  but  it 
is  a  great  site  to  research 
mutual  funds  and  stocks. 
Intuit  also  paid  $9  million  to 
add  an  interactive  insurance  site, 
insuremarket.com,  to  its  library. 
That  site  was  put  together  only 
six  months  ago  by  Steven 
Aldrich,  then  at  Stanford  Uni- 
versity business  school. 

Location  is  everything.  But  don't 
forget  your  timing.  ■ 
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stmas  for  the  clueless 


Guy  Kawasaki  is  an 
Apple  fellow  and 
author  of  How  to 
Drive  Your 
Competition  Crazy. 


No  matter  how  high  up  you  are  in  your 
hierarchy,  there's  one  deadline  you  can't 
change:  Dec.  25.  By  this  date  you  need  gifts 
for  everyone  on  your  list.  I'm  here  to  help 
you  with  the  geeks  (programmers,  engineers, 
Web  masters).  All  prices  are  discount  prices 
because  you  didn't  get  where  you  are  by 
paying  list. 

Aeron  chair.  Keyboard  clutchers  spend  a  lot 
of  time  sitting  on  their  butts,  so  a  good  gift  is 
the  Aeron  chair  by  Herman  Miller,  Inc.  This 
office  chair  has  so  many  adjustable  parts  and 
exotic  materials  and  looks  so  weird  that  it 
screams  hipness. 

Herman  Miller's  marketing  materials  claim  it 
is  a  "breakthrough  in  tilt  dynamics."  Figure  on 
one  day  lost  to  configure  the  chair,  but  if 
you've  converted  to  Windows  95,  this  is  trivial. 
And  after  buying  him  the  chair,  you'll  own 
your  donee's  butt — whereas  after  you  got  Win- 
dows 95  and  immediately  needed  to  be  bailed 
out,  he  owned  yours.  Street  price:  $700.  www. 
hmiller.com/products/seating/aeron.html. 

The  ISDN  modem  used  to  be  the 
espresso  machine  of  the  1990s:  It 
didn't  even  have  to  work  to  be  cool. 


Iomega  Jaz  drive.  A  Jaz  drive  uses 
cartridges  with  a  capacity  of  1  gigabyte  of 
data.  It's  terrific  for  carrying  data  files  around, 
and  a  user's  data  files  are  his  life.  To  show  that 
you're  really  hip,  you  should  give  your 
favorite  computer  user  two  Jaz  drives:  one  for 
the  office  and  one  for  the  apartment.  This 
way,  he  only  has  to  carry  a  cartridge,  and  not 
the  drive  mechanism,  between  the  two  loca- 
tions (assuming  he  ever  goes  home).  Price: 
$400  per  drive,  www.iomega.com/product/ 
jaz/index.html. 

Breitling  Aerospace  watch.  No  piece  of 
jewelry  comes  close  to  an  Aerospace  for  nerd 
appeal.  The  thing  is  made  out  of  titanium,  just 
like  airplanes.  It  has  analog  hands,  plus  a  digi- 
tal readout.  The  digital  readout  provides 
countdown  timer,  day  of  the  week/date,  sec- 
onds/date, alarm,  second  time  zone  and 
chronometer  functionality.  There  will  soon  be 
a  model  with  audible  indication  of  the  time,  if 
you  can  stall  a  few  months.  Street  price: 
$1,400  with  bracelet.  Less  with  leather  strap, 
but  not  nearly  as  cool. 


Farallon  ISDN  modem.  The  ISDN  modem 
used  to  be  the  espresso  machine  of  the  1990s: 
It  didn't  even  have  to  work  to  be  cool.  This 
one  works  (it  should,  at  $400.)  However, 
your  target  may  need  an  act  of  God  to  suc- 
ceed in  getting  his  phone  company,  Internet 
service  provider  and  computer  working 
together.  Hey,  there  is  only  so  much  that  a 
peripheral  vendor  can  do.  www.farallon.com/ 
product/netopia/netmover.html. 

WebTV.  A  gizmo  that  enables  your  loved 
one  to  browse  the  Internet  with  a  television 
set.  It  calls  the  WebTV  Network  to  receive 
Internet  data  and  then  transforms  the  data 
into  images  that  your  existing  television 
screen  displays — essentially  transforming  a 
television  from  something  that  merely  wastes 
time  to  something  that  wastes  both  time  and 
money.  How  can  a  geek  resist  this?  Price: 
$325.  webtv.net/html/home.product.html. 

Ducati  916.  Your  geek  has  delivered  his 
project  on  time  and  under  budget.  Further- 
more, it's  completely  documented,  so  if  he 
winds  up  in  the  hospital  or  the  Big  Network 
in  the  Sky,  you're  covered.  Buy  him  a  Ducati 
916.  (If  the  project  isn't  documented,  buy 
him  a  helmet,  too.) 

This  motorcycle  is  so  beautiful  it's  a  state- 
ment, not  a  means  of  transportation.  Price: 
$15,000  and  up,  depending  on  how  many 
carbon-fiber  and  unobtainium  accessories  you 
throw  in. 

Digital  camera.  The  hacker  hasn't  been 
born  who  wouldn't  like  a  digital  camera  to 
post  pictures  on  a  Web  site  or  send  pictures 
attached  to  E-mail.  (Who  would  have  thought 
that  the  Internet  would  save  digital  cameras?) 
There  are  many  to  choose  from,  but  the  most 
popular  models  are:  Kodak's  DC50 
(www.kodak.com/daihome/dcs/dcsgateway. 
shtml);  Apple's  QuickTake  150 
( support . info . apple  .com /q take /press  .html ) ; 
Epson's  PhotoPC  (www.epson.com/ 
homeoffice /cameras /photopc /index .  html . 
bak);  and  Casio's  QV10  (www.casio-usa.com/ 
html /products / ccameras.html ) .  Prices 
range  from  $300  to  $900,  depending  on 
features,  but  any  digital  camera  will 
impress. 

Much  as  I  believe  in  the  Christmas  spirit 
and  the  joy  of  giving,  selecting  a  gift  for  a 
serious  user  is  as  much  about  credibility  as 
caring.  These  items  will  make  your  geek  aide- 
de-camps  happy  and,  more  important,  will 
banish  the  rumors  that  you're  clueless  about 
what's  cool.  ■■ 
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"Silicon  Graphics 
chose  and  implemented 
Oracle  Applications 
in  just  15  months/7 

Ed  McCracken,  Chairman  and  Chief  Executive  Officer 

Silicon  Graphics,  Inc. 


Human 
Resources 


ver    the    last    decade    Silicon  Graphics, 
tie  leading  manufacturer  of  high-performance 
Isual  and  enterprise  computing  systems, 
as  been  one  of  the  fastest  grow- 
ig  companies  in  the  world, 
[hey  needed  new  busi- 
bss  applications  with 
le  flexibility,  scal- 
bility  and  technical 
rchitecture  to  support 
heir  phenomenal  growth. 
Iilicon   Graphics  chose  and 
inplemented  Oracle  Applications  on 
pi's  high-performance  CHALLENGE  server  in 
ist  1  5  months. 


Market 
Management 


Supply  Chain 
Management 


Finance 


e  d  Techn 


Oracle  Applications  are  the  only  applications  designed 
for  rapid  business  change  and  built  on  Oracle's 
integrated  stack  of  database,  tools,  workflow,  data 
warehousing  and  Web  technologies. 

Oracle  Applications  automate  your 
entire  enterprise  with  over  30 
integrated  software  modules 
for  finance,  supply  chain 
management,  manufac- 
turing, projects,  human  re- 
sources and  market  management. 
Do  your  business  applications 
enable  rapid  growth?  If  not,  call  Oracle 
at  1-800-633-1058,  ext.  10349  today.  Or  find  us  on 
the  Web  at  http://www.oracle.com/applications 


Manufacturing 


ORACLE 

Enabling  the  Information  Age1 


Oracle 


Applications 
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Scientific  ingenuity  put  the  Coulter  brothers  in 
business.  A  sharp  business  sense  kept  them  going. 

What  have 
you  invented 

for  me  lately? 


By  Bruce  Upbin 

At  83,  Wallace  Coulter  can  afford 
to  take  a  relaxed  view  of  business  and 
retire  to  his  scientific  experiments.  But 
he  won't  concede  an  inch  of  ground 
in  the  medical  products  industry.  In  a 
rare  interview  in  a  darkened  corner 
office  at  the  Coulter  Corp.'s  Miami 
headquarters,  we  asked  the  founder 
and  chairman  which  of  the  research 
projects  excite  him  most. 


"We're  spending  a  lot  of  money  on 
cancer  research,"  whispers  Coulter, 
who  successfully  fought  off  cancer 
three  years  ago.  Why  cancer?  "That's 
where  the  greatest  rewards  are." 

Would  those  be  humanitarian 
rewards,  or  is  cancer  just  too  tempt- 
ing a  market?  "Humanitarian,"  says 
Wallace's  39-year-old  nephew  Joseph 
Coulter  III,  nodding  gravely  one 


Coulter  Corp.  Chairman  Wallace  Coulter 
Needles  +  cellophane  =  fortune. 


chair  over.  Uncle  Wallace  corrects 
him  immediately:  "Market." 

Add  to  the  brief  list  of  America's 
great  inventor-entrepreneurs  the 
Coulter  brothers,  Wallace  and 
Joseph.  With  help  from  Joseph,  who 
died  a  year  ago  at  age  71,  Wallace 
Coulter  turned  a  single  engineering 
breakthrough — a  machine  to  count 
and  size  microscopic  particles — into 
one  of  the  world's  largest  medical 
diagnostics  companies.  This  year  the 
family-owned  Coulter  Corp.  should 
bring  in  $750  million  in  sales  from 
some  30,000  customers  worldwide, 
and  perhaps  $50  million  in  profits. 

Since  the  1950s  the  Coulter  name 
has  been  synonymous  with  hematol- 
ogy— the  study  of  blood.  Its  line  of 
cell  analyzers,  costing  up  to 
$120,000,  perform  medicine's  most 
often  requested  diagnostic  test,  the 
complete  blood  count,  or  CBC. 

Although  its  original  patent 
expired  in  the  early  1970s,  the  com- 
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pany  has  consistently  kept  at  least  half 
the  $1 .4  billion  worldwide  market 
for  automated  hematology  instru- 
ments, according  to  Boston  Biomed- 
ical Consultants.  The  nearest  com- 
petitor, Japan's  Toa  Medical 
Electronics  Corp.,  has  about  a  third. 
Abbott  Laboratories'  diagnostics  divi- 
sion, with  $2.5  billion  in  sales,  has 
inched  ahead  from  10%  to  14%  in 
market  share  over  the  past  five  years. 

Why?  Coulter  was  first  and  never 
stopped  innovating.  Even  the  much- 
vaunted  Ortho  division  of  Johnson  & 
Johnson  gave  up  the  business  in 
1987  after  a  decade  of  trying. 

Coulter's  empire  is  global,  too. 
More  than  55%  of  its  sales  are  from 
overseas.  The  Coulter  brothers  were 
selling  cell  counters  to  the  Russians  in 
the  late  1960s.  The  company's  rela- 
tions with  the  Chinese  are  so  tight 
that  it's  the  only  foreign  diagnostics 
company  allowed  to  sell  its  own  test 
chemicals,  or  reagents,  for  the  cell 
counters.  The  competition  has  to 
cede  revenue  to  Chinese  companies. 

Coulter's  origins  read  like  an  Indi- 
ana Jones  adventure  tale  with  a  dose 
of  science.  Wallace,  an  engineering 
dropout  from  Georgia  Tech,  left  for 

Through  a  tube  darkly 


Antibody- 
coated  nickel 
microspheres 


Southeast  Asia  in  the  early  1930s  to 
sell  X-ray  equipment  for  General 
Electric.  When  the  Japanese  invaded 
China  in  1937  Coulter  kept  a  day  or 
two  ahead  of  them,  making  his  way 
to  Singapore,  Australia,  South  Africa 
and  South  America. 

By  the  end  of  World  War  II  he  was 
living  in  Chicago  with  his  brother, 
Joe,  an  engineer  with  Motorola.  The 
two  spent  their  free  hours  in  a  base- 
ment workshop  tinkering  with  radios 
and  electronics.  In  1947,  using  a 
sewing  needle,  rubber  bands  and  cel- 
lophane, Wallace  discovered  what 
became  known  as  the  Coulter  Princi- 
ple. It's  still  the  standard  method  to 
count  tiny  particles  in  fluids  like 
paint,  chocolate,  ceramics  or  blood. 

Here's  how  it  works.  You  sub- 
merge a  test  tube  with  a  pinhole  at 
one  end  into  a  bath  of  conductive 
solution,  such  as  salt  water.  Then  you 
hang  a  negatively  charged  electrode 
inside  the  tube  and  a  positively 
charged  electrode  in  the  bath,  to 
create  a  weak  current.  Next,  dissolve 
whatever  particle  you  need  counted 
into  the  bath.  Finally,  apply  a  vacuum 
pump  to  the  test  tube  and  suck  solu- 
tion through  the  pinhole.  As  each 
particle  passes  through,  it  blocks  the 
electrical  current  between  the  elec- 
trodes, causing  voltage  pulses.  The 
size  and  frequency  of  the  pulses  tells 
you  how  many  particles  you've  got 
and  how  big  they  are. 

The  discovery  completely  changed 
the  practice  of  hematology.  In  the  old 
days  a  technician  would  have  to 


The  Coulter  Principle 


A  1940s  discovery.  A  tube  with  a  pin- 
hole in  one  end  sits  in  a  bath  of  con- 
ductive solution.  Electrodes  with  oppo- 
site charges  make  a  weak  current.  As 
blood  cells  go  through  the  opening, 
they  block  the  current,  causing  volt- 
age pulses.  The  size  and  number  of 
pulses  indicate  cell  count  and  size. 


smear  a  slide  with  blood,  stain  it  (so 
the  nuclei  in  the  white  cells  would 
show  up),  put  it  under  a  microscope 
and  tally  at  least  100  cells  with  a  hand 
clicker  to  estimate  the  red  and  white 
blood  cell  count.  A  good  technician 
could  finish  one  count  in  30  minutes. 
With  the  first  Coulter  counter,  the 


Lymphocytes 

Rare  cancer  cells  are  tough  to  diagnose  in  a  sample  of  whole  blood.  Differences 
between  good  and  bad  cells  can  be  subtle  and  the  sheer  numbers  overwhelm  the  auto- 
mated counters.  Coulter  solved  the  problem  by  adding  nickel  microspheres  coated  with 
monoclonal  antibodies  engineered  to  find  normal  cells.  The  monoclonals  grab  the  good 
cells  and  a  magnet  drags  them  out  of  the  way,  clarifying  the  picture. 


Magnetic  force 
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Telecommunications  in  Italy  and  the  world 

We  provide  a  wide  range  of  products  and  infrastructures  from 
IT  services  to  the  most  advanced  multimedia  solutions.  And 
when  communications  need  to  be  truly  global,  nothing  comes 
more  naturally  to  Stet.  You  could  say  it's  a  natural  reflection 
of  our  talent  for  bringing  people  and  places  closer  together. 


et  our  business  is  bringing  people  together  through  tele- 
nunications  technology-both  at  home  in  Italy  and  around 
rorld.  And  the  hundred-plus  specialist  companies  which 
:  up  the  Stet  Group  have  a  unique  expertise  in  that  business: 
tier  we're  working  with  service  companies  or  in  industry. 


1  A  introduced  in  1953,  an 
latic,  accurate  count  could  be 
iv.id  i.i  10  minutes. 

spitals  around  the  world  started 
calling  for  Coulter  counters.  The 
brothers  set  up  shop  in  1961  in 
Hialeah,  Fla.  Joe  saw  to  management 
while  Wallace  tinkered.  Even  after  the 
original  patents  expired,  Coulter  kept 
its  edge  over  would-be  rivals  by 
adding  improvements  to  new  models. 
It  had  the  first  machine  to  count 
multiple  patient  samples  at  once,  and 
the  first  to  computerize  its  machines 
to  spit  out  easier-to-read  graphs. 

When  the  competition  adds  a  new 
feature,  Coulter  copies  it  and  then 
some.  Two  years  ago  Toa  came  out 
with  the  first  automated  counter  for 
reticulocytes,  or  immature  red  blood 
cells.  By  running  cells  past  a  laser 
Toa's  machine  could  differentiate 
cells  by  density,  which  tells  a  comput- 
er which  are  red  cells,  which  are  white 
and  what  type  of  white  cells  they  are. 
Coulter  went  further  and  made  the 
feature  standard  in  its  new  model. 

Like  cameras  and  laser  printers, 
blood  cell  counters  are  just  the  begin- 
ning of  an  annuity.  The  recurring 
profits  are  in  the  supplies.  After  dis- 
counting, selling  expenses,  installa- 


Laura  Coulter-Jones,  chair  of  the  executive 
committee,  and  her  brother  Joseph  Coulter 
Success  runs  in  the  blood. 


tion  and  free  customer  training, 
Coulter  is  probably  lucky  to  clear  a 
15%  operating  margin  on  the  oven- 
size  machines.  (These  estimates  come 
from  outsiders;  Coulter  doesn't 
release  financials.)  The  manufacturer 
of  a  blood  cell  counter  gets  up  to 
20%  from  sales  of  reagents,  saline 
solution  and  cleansers.  For  each 
$120,000  machine  Coulter  sells,  it 


can  gross  $20,000  a  year  in  supplies. 

Then  there's  the  service  revenue, 
which  also  comes  with  a  20%  operat- 
ing margin.  Coulter  has  a  24-hour 
hotline  for  technical  support  and  a 
475 -person  field  force  available  at  all 
hours  with  vans  filled  with  spare  parts. 
Coulter  charges  plenty  for  this — up  to 
10%  of  a  machine's  sales  price  per 
year — and  usually  gets  a  long-term 
contract.  Since  the  bulk  of  problems 
come  in  the  first  year  or  so,  the  con- 
tract revenue  after  that  is  pure  profit. 

Keeping  most  of  the  market  isn't 
enough,  however,  now  that  the 
hematology  market  has  stopped 
growing  rapidly.  That's  why  Coulter 
has  pushed  into  new  areas  of  blood 
science  (see  box). 

What's  this  company  worth? 
Maybe  a  billion  dollars.  Every  few 
years  the  diagnostics  industry  buzzes 
with  talk  that  Coulter  will  sell  out  to 
Roche,  Johnson  &  Johnson  or  Beck- 
man  Instruments — perhaps  because  it 
needs  capital  to  expand  or  to  pay 
estate  taxes. 

"It  always  comes  up  in  strategic 
planning  meetings,"  says  Joe  III. 
"But  there's  no  need  right  now." 

Watch  your  market  share  and  you 
can  stay  private  for  a  long  time.  WM 


Countermeasures 

Coulter  Corp.  has  always 
been  an  innovator;  these 
days  it  has  no  choice.  The 
bean  counters  who  now 
run  medicine  look  askance 
at  cosdy  cell  counters. 
Besides,  the  blood-testing 
market  has  matured,  with 
dollar  volume  sales  grow- 
ing at  an  anemic  2%  a  year, 
according  to  research  firm 
Boston  Biomedical. 
Wallace  Coulter  saw  this 
coming  and  diversified  into 
cancer  research. 

Monoclonal  antibodies, 
designed  to  hone  in  on 
particular  cells  in  the  body, 
are  the  specialty  of  Coulter 
Pharmaceutical  in  Palo 
Alto,  Calif.  The  subsidiary 
began  with  a  handful  of 
monoclonals  Coulter  had 
developed  with  Boston's 


Dana-Farber  Institute,  as 
well  as  $3  million  in  ven- 
ture capital  from  InterWest 
Partners,  of  Menlo  Park, 
Calif.  Last  year  it  scored  a 
smashing  success  with  an 
antibody  that  targets  B- 
cells,  white  blood  cells  that 
become  malignant  in  non- 
Hodgkin's  lymphoma.  The 
antibody,  tipped  with  a 
warhead  of  radioactive 
iodine,  totally  eliminated 
tumors  in  half  the  patients 
and  kept  half  of  those 
people  free  of  disease  for 
up  to  three  years.  Inter- 
West  sold  $22  million  in 
private  stock  in  May,  to  run 
the  clinical  trials  necessary 
to  win  federal  approval  for 
the  treatment. 

To  round  out  its  remain- 
ing hoard  of  200  mono- 
clonal antibodies,  parent 
Coulter  Corp.  paid  an  esti- 


mated $90  million  in  cash 
in  1995  to  acquire 
Immunotech,  a  French 
biotech  firm  with  an  inven- 
tory of  some  800  antibod- 
ies. One  of  them,  a  p24 
aids  screen  for  blood 
banks,  is  already  on  the 
market  (Forbes,  Sept.  23). 

Coulter  is  also  pursuing 
a  technology  closer  to  its 
roots:  flow  cytometry, 
which  characterizes  an 
entire  population  of  cells. 
It  works  by  squirting  thou- 
sands of  cells  in  single  file 
past  a  laser  beam,  whose 
reflected  and  transmitted 
light  hits  an  array  of  sen- 
sors. A  computer  translates 
the  data  into  a  graphical 
display  that  alerts  a  doctor 
to  malignancies  or  viral 
activity.  Fifteen  years  after 
Wallace  Coulter  identified 
the  field  as  a  growth 


market,  his  company  has  a 
$100  million  business  sup- 
plying it. 

Now  Coulter  is  combin- 
ing its  cytometers,  mono- 
clonals and  a  neat  sub- 
stance called  metal 
microspheres  to  quickly 
look  for  "rare  event" 
cancer  cells.  It's  a  way  to 
see  the  trees  without  the 
forest.  Rare-event  cells  are 
so  rare  that  they're  hard  to 
pick  out  even  if  you  tag 
them  with  a  fluorescent 
antibody.  So  Coulter  takes 
out  the  normal  cells  first  by 
mixing  the  sample  with 
nickel  microspheres  coated 
with  normal-finding  mono- 
clonals and  attaching  a 
magnet  to  the  bottom.  The 
nickel-jacketed  cells  sink, 
leaving  the  bad  cells  ready 
for  the  flow  cytometer. 
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Governments,  too,  are  a  vital  part 
»f  the  business  equation  as  they 
ntrust  investment  and  growth  to  the 
private  sector.  Relieved  of  a  once  all- 
tncompassing  custody  of  the  economy 
J.nd  public  welfare,  leaders  can  turn  a 
|  erious  mind  to  political  and  structur- 
al reforms,  to  debts  and  deficits,  and 
lo  making  regulatory  and  legal 
hanges  that  will  attract  investors, 
businesses  on  both  sides  of  the  border 
re  freer  to  engage  in  what  are  natural 
>artnerships  based  on  geography  and, 
n  many  cases,  centuries'  old  historical 
nd  cultural  ties.  The  process  is  lead- 
ng  to  more  sophisticated  deals,  a  ris- 
ing volume  of  commerce  and  the 
beginnings  of  a  positive  credit  history 
|or  Latin  America. 

So  changed  are  attitudes  that 
arely  is  the  debt  crisis  of  the  '80s 
ised  to  gauge  the  region's  viability, 
nstead,  new  reference  points 
indorse  its  progress:  Argentina's  con- 
'ertibility  program  and  its  block- 
)uster  sale  of  oil  company  YPF, 
Brazil's  Real  stabilization  plan,  Peru's 
lefeat  of  its  guerrillas  and  spectacu- 


BUILDING  A 

PERMANENT 

PARTNERSHIP 

BY  LYNN  B.  MORRISSEY 

Tnvestment,  trade,  finance  and,  above  all,  partnership:  These 
activities  frame  the  unique  relationship  between  the  United 
States  and  Latin  America.  Through  the  right  kinds  of  business 
JL.  alliances,  Latin  America  seeks  greater  growth,  stability  and  bet- 
ter living  standards.  For  U.S.  firms,  constrained  by  limited  opportuni- 
ties at  home,  the  burgeoning  markets  to  the  south  hold  the  promise 
of  high  demand  for  products,  technology  and  investment  capital. 


lar  12.9%  growth  in  1994.  This  year, 
Chile  and  Colombia  have  been  raised 
to  investment-grade  countries,  and  in 
Venezuela,  the  government  surprised 
everyone  by  signing  on  to  an  IMF 
program  to  revitalize  the  economy. 
Without  exception,  reform-minded 
leaders  across  the  region  are  unveil- 
ing plans  for  1997  to  raise  GDP, 
pare  inflation  to  single  digits, 
improve  public  welfare  and  tap 
the  capital  markets. 

Inevitably,  there  have  been  set- 
backs such  as  security  risks  and  politi- 
cal leadership  issues  in  Mexico  and 
Colombia,  restive  unions  and  unem- 
ployment in  Argentina,  and  a  high 
deficit  in  Brazil.  Yet  for  investors  tak- 
ing a  longer  view,  Latin  America  is 
proving  hardy  and  ideologically  com- 
mitted to  free-market  policies,  even  as 
administrations  change.  In  Brazil, 
three  different  presidents  have  pur- 
sued privatization  since  1991,  while 
in  Argentina,  economic  policies  are 
intact,  despite  the  recent  exit  of  their 
chief  architect,  Economy  Minister 
Domingo  Cavallo. 


The  aftermath  of  the  1 994  peso 
collapse  in  Mexico  may  offer  the  best 
insight  into  the  enormity  of  the 
changes  that  have  swept  the  conti- 
nent. In  1982,  when  the  country  had 
a  serious  economic  downturn,  the 
results  were  catastrophic.  It  was 
locked  out  of  the  financial  markets  for 
seven  years,  and  the  negative  effects 
surged  through  other  Latin  America 
economies.  "But  when  Mexico  had  a 
problem  in  1 994  with  the  peso  deval- 
uation, it  affected  fewer  countries  for 
less  time,"  says  Michael  Curtin,  a  vice 
president  at  Bechtel  Enterprises. 
"Mexico  was  back  into  the  financial 
market  in  about  nine  months." 

At  a  recent  three-day  conference  in 
New  York,  top  business  executives  and 
government  leaders  from  both  conti- 
nents gathered  to  learn  what  forces  are 
shaping  the  construction  of  roads, 
bridges,  airports  and  wastewater  sys- 
tems, the  privatizations  in  telecommu- 
nications and  power,  and  the  latest  in 
financing  solutions.  "The  Latin 
American  Market:  Investment,  Finance 
and  Trade  Opportunities,"  presented  by 


icil  of  the  Americas  and  Forbes  Inc., 
incides  with  a  worthy  buildup  of  expe- 
rience in  the  region.  "It's  an  appropriate 
time  to  take  stock  and  see  what  makes 
projects  succeed,  as  well  as  to  identify 
ways  we  can  streamline  the  process  and 
reduce  the  costs,"  says  Curtin. 

THE  ART  OF  FINANCING 

Countless  business  deals  are  closed 
annually  in  Latin  America,  but  whether 
the  ventures  are  routine  or  big  enough 
to  make  headlines,  they  share  one  fea- 
ture: All  need  financing.  And  nearly  all 
pay  a  visit  to  the  "agencies"  —  short- 
hand for  the  export  credit  agencies  and 
the  bilateral  and  multilateral  institu- 
tions that  offer  irreplaceable  credit  and 
insurance  coverage  to  U.S.  investment 
overseas. 

"What  makes  the  agencies  unique 
is  that  they  are  able  to  take  certain 
risks  that  private  lenders  cannot,"  says 
Gilbert  D.  Porter,  an  attorney  at  the 
international  firm  McDermott,  Will  & 
Emery.  They  can  provide  insurance  or 
guarantees  to  cover  risks  associated 
with  a  currency's  convertibility  and 
transferability,  and  coverage  against 
expropriation  and  political  violence. 

Many  cross-border  deals  rely  heavi- 
ly on  the  agencies'  programs  —  rang- 
ing from  political  risk  insurance  and 
loans  from  the  Overseas  Private 
Investment  Corp.  (OPIC),  feasibility 
studies  by  the  Trade  and  Development 
Agency  (TDA),  export  financing  from 
export  credit  agencies  and  emerging 
market  loans  and  political  risk  cover- 
age from  such  World  Bank  units  as  the 
IFC  and  MIGA.  "These  agencies  pro- 
vide a  tremendous  amount  of  support 
in  day-to-day  commerce  and  invest- 
ment, apart  from  the  major  infrastruc- 
ture projects  that  garner  headlines," 
says  Porter.  "You  don't  hear  about 
those  other  transactions  because  they 
function  so  well." 

The  agencies  have  changed  with  the 
times,  expanding  programs  and  cover- 
age ceilings  to  accommodate  the  huge 
cost  of  infrastructure  and  the  switch  to 
private-sector  ownership  of  such  pro- 
jects. The  Inter-American  Development 
Bank  (IDB),  for  example,  once  focused 


on  the  public  sector,  has  evolved  into  an 
important  private-sector  lender. 
Participation  by  the  agencies  in  a  deal  is 
often  a  green  light  to  banks  and  the 
more  volatile  capital  markets  to  climb 
on  board.  Their  pivotal  role  was  high- 
lighted during  OPIC's  recent  brush  with 
the  congressional  budget  knife.  "It  was 
frightening  to  practitioners  of  project 
finance  to  even  think  about  the  demise 
of  those  programs,"  says  James  Brittain, 
a  director  at  Deutsche  Morgan  Grenfell. 
"OPIC  for  years  has  been  a  cornerstone 
for  supporting  U.S.  investment  and 
exports." 

The  agencies  have  not  solved  all  the 
problems,  and  a  conundrum  remains 
for  big,  expensive  infrastructure  pro- 
jects: how  to  secure  long-term  debt  for 


projects  in  countries  with  limited  track 
records  for  such  investments.  Since  all 
projects  are  different,  each  deal  must  bq 
shaped  from  the  ground  up,  an  exercise 
that  tests  the  intellect  —  and  often  the 
resolve  —  of  the  parties  involved. 

Here,  one-stop  shopping  for 
financing  is  rare,  and  project  sponsors 
tap  the  full  range  of  financing  sources. 
They,  too,  will  draw  on  the  agencies, 
where  the  craft  is  in  making  the  most 
of  the  programs  each  agency  has  to 
offer.  "It  is  very  much  a  jigsaw  puzzle, 
sometimes  with  missing  pieces.  You 
slowly  assemble  the  pieces  and  make 
sure  you  use  each  of  the  players  cor- 
rectly," says  Porter. 

Then  it  is  on  to  commercial  lenders 
and  the  capital  markets.  Such  a  com- 
plex blend  invariably  requires  advisors 
who  monitor  programs,  as  well  as  the 
receptivity  of  banks  and  capital  mar- 
kets to  countries.  "If  you  are  not  con- 
tinually in  the  business  or  have  not 
done  one  of  these  deals  in  the  particu- 
lar country  in  question  very  recently, 
your  information  is  likely  to  be  stale," 
says  Brittain. 

Guarantees  by  the  host  country  maj 
also  be  necessary,  not  of  money,  but  of 
assurances  that  make  a  project  viable. 
These  may  include  granting  the  power 
of  eminent  domain,  offering  pledges 
that  a  local  utility,  for  instance,  can  pay 
its  bills,  protecting  against  tax  changes, 
and  setting  clear  rules  on  rates. 

Such  projects  can  take  years  to 
weave  together,  yet  they  can  fall  apart 


There  is  a  great  deal  of  excitement 


j  and  energy  in 

Latin  America  as  confidence  grows  in  the  region's  commitment  to 
controlling  inflation,  opening  markets  and  expanding  investment 
opportunities.  This  confidence  and  continued  privatization  initiatives 
will  lead  to  more  long-term  foreign  investments,  with  special  oppor- 
tunities in  the  telecommunications,  energy  and  technology  sectors, 
where  private  investment  is  needed  to  further  economic  expansion. 
We  are  also  seeing  great  interest  in  Latin  America's  vast  consumer 
markets. 

"We've  been  in  Latin  America  for  80  years  —  in  good  times  and 
bad  —  and  are  more  optimistic  than  ever  that  the  region  has  stabi- 
lized as  a  result  of  meaningful  economic  reforms." 

Chad  Gifford 
Chief  Executive  Officer 
BankBoston 
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^ure,  others  fly  south  to  Mexico  and  Latin  America. 
Of  course,  we  do  it  over 320  times  a  week. 

Our  service  south  of  the  border  is  enough  to  give  just  about  anything  with  wings  an  inferiority  complex.  With  flights  to 
29  cities  throughout  Mexico,  Central  and  South  America  and  the  Caribbean,  Continental  can  easily  get  vou  to  Mexico 

City,  Bogota,  Quito,  San  Juan  and  more.  Bilingual  flight  attendants,  Latin  American  cuisine,  first  class  cabins  and  OnePasss' 
mileage  are  available  on  all  flights.  For  more  information,  call  your  travel  agent  or  Continental  at  1-800-231-0856. 
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I  overnight.  "You  can  have  your  financ- 
ing package  all  lined  up  with  part  to 
be  funded  in  the  capital  markets,  and 
some  major  political  or  economic 
event  happens,  and  poof,  the  capital 
markets  appetite  disappears,"  says 
Judith  Lidz,  a  director  at  Deutsche 
Morgan  Grenfell.  "And  you  have  to 
start  all  over."  The  Samalayuca  power 
project  in  Mexico  is  a  case  in  point. 
"The  devaluation  hit,  and  the  targeted 
piece  of  long-term  capital  markets 
funding  evaporated,"  says  Brittain. 
Ultimately  the  IDB  filled  the  gap  and 
the  financing  closed  this  year  —  after 
four  years  in  the  making. 

When  it  comes  to  another  piece  of 
the  financing  puzzle  —  raising  money 
in  the  U.S.  capital  markets  —  Latin 
America  has  entered  a  new,  less  spec- 
ulative phase  since  the  peso  devalua- 
tion, one  that  compels  investors  to  use 
the  same  analytical  standards  they 
apply  to  U.S.  firms,  says  Patrick 
Durkin,  managing  director  of  the 
investment  banking  group  at 
Donaldson,  Lufkin  &  Jenrette.  "We 
have  found  that  our  clientele,  our 
institutional  investor  base,  is  coming 
back  to  Latin  America  with  a  very  dif- 
ferent approach.  They  are  looking  at 
companies  on  a  fundamental  basis,  at 
their  historical  operating  performance 
and  management,  and  they  are  analyz- 
ing whether  sectors  have  long-term 
potential." 

The  result:  Investors  are  becoming 
more  selective,  seeking  out  the  best  in 
the  region's  financial  institutions,  con- 
sumer products  companies  or 
telecommunications.  In  addition  to 
greater  disclosure,  investors  will  also 
be  insisting  on  follow-up  reports  — 
including  quarterly  visits  and  meetings 
with  institutional  management. 

This  re-education  cuts  both  ways. 
"Potential  issuers  also  realize  that  it  is 
critical  to  operate  like  a  global  compa- 
ny in  terms  of  providing  accounting 
statements  and  other  data  needed  to 
perform  a  company  analysis,"  says 
Durkin.  For  such  companies,  says 
Durkin,  opportunities  to  access  capital 
in  the  U.S.  at  very  attractive  rates  will 
be  plentiful,  in  both  public  and  private 
markets. 


SUCCESSFUL  PROJECT  DEVELOPMENT 

Though  the  region  has  exceptional 
opportunities,  simply  identifying  one 
does  not  guarantee  successful  imple- 
mentation of  the  project,  says  Alberto 
M.  Ferrer,  vice  president-Latin 
America  of  Stone  &  Webster 
Engineering  Corp.,  a  Boston-based 
engineering,  constructor  and  manage- 
ment consultant  firm.  In  Latin 
America,  where  countries  have  brief 
track  records  of  economic  excellence 
— some  as  little  as  two  years  —  "the 
pressures  for  every  detail  to  be  in 
place  become  heightened." 

Ferrer  advises  paying  particular 
attention  to  the  following: 
II  Make  sure  the  project  is  the  right 
one,  that  it  shows  economic  and 
technical  feasibility,  and  that  it  satis- 


fies the  specific  needs  of  a  specific 
group  of  consumers. 

■  Get  the  right  people  involved, 
including  engineers,  lawyers,  invest- 
ment bankers  and  entrepreneurs. 
The  best-built  physical  plant  with 
the  best  financing  will  never  turn  a 
profit  if  run  by  an  operator  who 
does  not  take  the  business  seriously 

■  Timing  is  everything.  The  right  peo- 
ple need  to  be  involved,  in  a  proper 
sequence.  If  lawyers  are  not 
brought  fully  on  board  at  the  right 
time,  for  instance,  the  structure  the} 
develop  might  not  work  as  well 
once  the  deal  is  worked  out. 

"The  science  is  brought  by  the 
expertise  of  everyone  involved,"  says 
Ferrer.  "But  the  art  is  in  bringing  then 
together  to  make  a  project  work." 

TELECOMMUNICATIONS: 
NO  LONGER  ON  HOLD 


When  the  government  of  Chile  pri 
vatized  the  national  telephone  system 
in  1988,  it  was  considered  a  radical 
move.  Yet  by  the  turn  of  the  century, 
most  of  the  region's  telecommunica- 
tions companies  will  be  privatized, 
dramatically  changing  how  business  is 
done.  In  time,  more  competitive 
economies  will  be  the  ultimate  reward 

"To  have  effective  commerce,  you 
have  to  have  a  strong  telecommunica- 
tions infrastructure,"  says  Fernando 
Figueredo,  vice  president,  Latin 


'Expanding  our  business  into  Latin  America 


is  a 

high  priority  for  Continental  Airlines  because  it  represents  a  bur- 
geoning marketplace  ripe  for  making  business  connections  and 
exploring  virtually  untapped  leisure  destinations.  Nearly  30  years 
ago,  Continental  recognized  the  importance  of  our  neighbors  to  the 
South  by  beginning  service  into  Mexico,  and  since  has  expanded 
service  to  12  Mexican  destinations.  We  fly  to  six  cities  in  Central 
America,  including  every  capital  city,  and  we  are  increasing  our  cur- 
rent service  to  Ecuador,  Colombia  and  Peru.  Now  with  400  weekly 
flights  to  the  Latin  American  region,  Continental  is  seeking  to 
expand  into  tightly  held  deep  South  American  markets.  We  believe 
that  competition  stimulates  the  economy  and  our  growing  presence 
will  benefit  consumers  throughout  the  Americas.  " 

Gordon  M.  Bethune 
Chairman  and  Chief  Executive  Officer 
Continental  Airlines 


Can  taking  a  global  view 
help  solve  your  energy  problems? 


These  days,  conventional  solutions 
simply  will  not  suffice.  With  energy 
markets  constantly  changing,  it's  hard 
to  keep  sight  of  the  bigger  picture. 

Opportunities  are  immense.  But 
so  are  the  risks.  The  question  is, 
which  route  do  you  take? 

For  a  clearer  view,  you  could 
start  by  talking  to  us.  Enron. 


We  rate  as  one  of  the  world's 
leading  energy  companies,  involved 
in  every  aspect  of  the  energy  business 
from  exploration  through  project 
development  to  supply. 

But  there's  something  else  we 
can  supply  in  abundance.  Ideas. 
The  kind  of  ideas  that  can  redefine 
the  way  you  think  about  energy. 


First,  we  listen.  Then  we  draw 
on  the  spectrum  of  our  experience 
to  devise  a  fully  integrated  solution 
specifically  tailored  to  meet  your 
particular  needs. 

Supply,  finance,  risk  management, 
design,  construction,  operation... 
whatever  the  problem,  you  can 
count  on  us  to  offer  you  a  more 


creative  energy  solution. 

Oh,  and  about  that  global  question 
we  posed  above.  The  answer?  You'd 
be  in  the  Antarctic  at  a  temperature 
of  minus  40  degrees. 

ENRON 

CREATING  ENHOr 
SOLUTIONS  WORLDWIDE 


America  and  the  Caribbean,  Lucent 

bnologies.  "Buyers  and  sellers  get 
together  through  telecommunications." 

An  open  market,  however,  does 
not  mean  an  easy  market.  As  telecom- 
munications has  fractured  into  a 
dizzying  array  of  services  —  from  cel- 
lular phones  and  fax  machines,  to 
voice  mail  services,  voice  messaging 
and  call  forwarding,  to  name  only  a 
few  —  it  has  become  challenging  to 
define  a  country's  basic  telecommuni- 
cations requirements  and  to  target  an 
investment. 

"One  of  the  major  issues  for  every- 
one involved  in  the  industry  is  how  to 
manage  the  tremendous  growth  that  is 
projected  over  the  next  five  years  and 
how  to  provide  the  necessary  equip- 
ment and  infrastructure  to  meet  that 
growth,"  says  Figueredo.  By  then,  sub- 
scribers to  cellular  and  wireless  tech- 
nologies are  forecast  to  rise  from 
4  million  to  20  million,  a  500% 
increase,  and  conventional  wire  lines 
are  expected  to  double  to  about  16 
lines  per  100  people. 

Given  these  projections,  Latin 
America  may  be  Lucent's  most  impor- 
tant international  market.  "We  have  to 
be  there,"  says  Figueredo.  And  Lucent 
is,  with  offices  in  1 6  Latin  American 
and  Caribbean  countries  and  activities 
ranging  from  manufacturing  telephone 
sets  for  consumers  to  supplying  net- 
work equipment  to  national  telecom- 
munications providers  like  Telmex  and 
Telebras. 

"The  biggest  opportunity  is  in  cre- 


ating equipment  sales  and  infrastruc- 
tures," says  Nilesh  Shah,  a  partner  at 
KPMG  Peat  Marwick  LLP,  which 
assists  in  developing  strategies  for 
investments,  including  financing. 
Regarding  Latin  America,  "All  of 
these  economies  are  emerging  growth 
economies,  so  there  are  tremendous 
opportunities  in  the  marketplace.  And 
that  is  what  is  really  attractive." 

Most  countries  are  seeking  mas- 
sive capital  inflows  to  update  infra- 
structure to  handle  demand.  Billions 
of  investment  dollars  are  needed  to 
modernize  and  keep  pace  with  each 
technological  advance  in  the  rapidly 
changing  industry.  "We  have  a  long 
way  to  go,"  says  Shah.  "The  process  is 
just  beginning." 

TAPPING  UNDERGROUND  RESOURCES" 

Many  countries  in  Latin  America 
contain  staggering  reserves  of  minerals 
and  metals  that  are  being  opened  to 
investment  by  the  world's  mining  com- 
panies. Yet  discovering  a  potential  site 


'Enron  always  has  seen  tremendous  opportunity 


in  Latin  America.  As  a  leading  energy  development  company  and 
one  of  the  world's  largest  integrated  natural  gas  companies,  Enron 
has  the  experience  and  resources  to  harness  the  potential  of  abun- 
dant natural  gas  in  Latin  America.  What  the  region  lacks  is  the 
infrastructure  to  major  markets  that  permits  the  widespread  use  of 
this  clean  and  efficient  fuel  to  meet  Latin  America's  power  needs. 

"By  participating  in  projects  that  create  transborder  alliances  to 
deliver  energy,  Enron  will  be  helping  to  create  more  economic  inte- 
gration among  Latin  countries,  providing  greater  prosperity  to  all." 

Rebecca  P.  Mark 
Chairman  and  Chief  Executive  Officer 
Enron  Development  Corp. 


is  only  half  tlj 
challenge. 
Satisfying  th^ 
requirements 
to  do  businea 
—  including 
environment] 
concerns  — 
the  other  hal] 
"It  does  i| 
no  good  to 
find  an  ore- 
body,  prove  the  mining  to  be  feasible) 
and  then  discover  we  are  stalemated  I 
by  regulatory,  political  or  social 
issues,"  says  William  Hayes,  presiderj 
and  CEO  of  Placer  Dome  Latin 
America. 

Placer  Dome  is  one  mining  comp 
ny  that  is  overcoming  these  difficultie 
as  exemplified  by  the  Las  Cristinas 
gold  project  in  Venezuela.  By  teaming 
up  with  a  large  state  enterprise,  the 
CVG,  Placer  Dome  was  able  to  obtaii 
the  right  to  explore  and  develop  the 
project.  The  result  is  a  major  opera- 
tion, with  production  forecast  at  an 
annual  average  of  450,000  ounces. 
"Had  we  not  dealt  with  the  business 
and  social  issues,  such  as  the  risks  of! 
foreign  exchange  controls,  gold 
exportability,  applicable  taxes,  the  fat« 
of  the  small  miners  previously  occupjj 
ing  the  land  and  numerous  others,  w« 
would  still  be  a  long  way  from  the  fin 
ish  line,"  says  Hayes. 

Mining  companies  can  expect  tha 
social  and  economic  pressures  will 
intensify  as  the  region  grows.  Of  par- 
ticular concern  to  host  countries  will 
be  the  concept  of  sustainable  develop 
ment,  particularly  as  discussed  durinj 
the  1992  United  Nations  "Earth 
Summit"  in  Brazil.  To  succeed,  minin 
companies  must  show  they  can  be 
compatible  with  wilderness,  rain- 
forests, biodiversity  and  aquatic  life. 
"One  failure  can  affect  us  immensely, 
says  Hayes.  "A  consistently  high  level 
of  environmental  performance  is 
absolutely  key  to  long-term  acceptabi 
ity  in  the  region." 

The  huge  natural  gas  reserves  in 
Latin  America  are  also  the  focus  of 
major  infrastructure  projects  that  are 
shaping  the  region's  energy  future. 


Mexico: 

Hedged  equity  and  U.S. 
liabilities  from  event  risk  using 
participating  forwards  and 
collars  for  a  Mexican 
multinational. 


[THE  FOUR  MOST  REASSURING  WORDS  YOU  CAN  HEAR  IN  AN  EMERGING  MARKET.] 


While  other  banks  are  just  beginning 
b  learn  the  ins  and  outs  of  emerging  markets, 
hnkBoston  has  been  investing  in  them  for  more 
ban  80  years.  Not  only  have  we  been  in  Latin 
America  longer  than  most  other 
<anks,  but  we 've  done  more  things— 
:nd  more  things  first.  So  when  you 
wrk  with  us,  you  can  have  confi- 
lence  that  our  solutions  are  backed 
y  unmatched  knowledge  and 


BankBoston 


extensive  Latin  American  presence— with  over  90 
offices  and  5,000  employees— the  cornerstone  of  the 
third-largest  international  network  among  U.S.  banks. 
Whether  it's  local  financing,  investment 
banking,  foreign  exchange  or  risk 
management,  we've  been  there. 
And  we're  ready  now  to  get  it 
done  for  you.  To  learn  more,  call 
61 7-434 -7835,  or  visit  our  web  site 
atwww.bkb.com. 


Member  FDIC 


"As  work  progresses,  a  new  vision  of 
a  transcontinental  pipeline  system  is 
emerging,"  says  Rebecca  P.  Mark, 
chairman  and  CEO  of  Enron 
Development  Corp.,  which  has  devel- 
oped power  plants,  pipelines  and 
other  energy-related  projects  world- 
wide. "In  the  not-so-distant  future, 
there  is  a  real  possibility  that  gas  will 
flow  throughout  all  of  Latin  America, 
with  little  regard  to  borders." 

The  pipeline  network  will  allow 
the  proven  reserves  —  estimated  at 
285  trillion  cubic  feet,  approximately 
1.7  times  those  in  the  U.S.  —  to  be 
tapped  and  transported  to  major  mar- 
kets, permitting  the  widespread  use  of 
this  fuel.  Already,  Enron  has  been 
involved  in  the  construction  or  acqui- 
sition of  sections  of  the  pipeline  in 
Argentina  and  Colombia.  Currently, 
the  company  is  developing  a  2,000- 
kilometer  link  from  natural  gas  fields 
in  Bolivia  to  Brazil,  which  is  expected 
to  begin  operating  early  in  1999.  With 
the  growing  pipeline  network,  "indus- 
try can  replace  the  imported  oil  it  uses 
with  natural  gas  that  is  indigenous  to 
the  region,"  says  Mark. 

STRATEGIC  ALLIANCES: 
THE  RIGHT  CHEMISTRY 

In  the  closed  economies  that  dom- 
inated Latin  America  through  the 
1980s,  domestic  companies  thrived, 
unchallenged  by  sophisticated  prod- 
ucts from  abroad.  Now  foreign  com- 
petitors are  flooding  these  markets 
with  high-quality  alternatives,  leaving 
companies  with  a  challenge:  to  secure 
foreign  capital,  technology  and  man- 
agerial skills  to  produce  better  prod- 
ucts, or  perish.  At  the  same  time, 
multinationals  are  looking  for  oppor- 
tunities in  fast-growing,  emerging 
markets.  Increasingly,  through  strate- 
gic alliances,  the  interests  of  both 
groups  can  merge. 

"Quality  strategic  alliances  enable 
the  new  company  to  go  after  world 
markets,"  says  Christian  Carrington, 
director  of  Latin  American  Corporate 
Finance  at  Coopers  &  Lybrand,  an 
advisor  on  cross-border  ventures.  For 
a  foreign  company  with  a  clearly 


defined  objective,  joining  forces  with 
a  local  company  offers  several  advan- 
tages. "A  local  company  will  have  an 
existing  plant  or  other  facility,  an 
owner  or  manager  who  knows  how  to 
operate  in  that  environment,  and  a 
distribution  network  in  place,"  says 
Carrington. 

In  certain  markets,  the  distribution 
network  may  be  most  important  of  all. 
In  Brazil,  for  example,  a  soft  drink 
manufacturer  may  look  with  great 
interest  at  160  million  potential  con- 
sumers. Yet  without  a  partner  with  an 
existing  distribution  network,  a  for- 
eign company  would  be  lost  in  this 
fragmented  market  where  most  people 
shop  in  mom-and-pop  stores,  not  in 
large  supermarkets. 

Identifying  a  qualified  local  part- 
ner for  a  strategic  alliance  requires 
great  care  and  can  founder  over  ideas 
on  how  to  develop  the  business,  man- 
agerial control,  pricing  and  financial 
and  accounting  practices.  Cultural  dif- 
ferences can  also  thwart  a  seemingly 
perfect  union. 

"The  failure  rate  is  very  high  in 
these  transactions,"  says  Hans  Apostel, 
managing  partner  of  Apostel  &  Co.,  a 
leading  cross-border  mergers  and 
acquisitions  firm  in  Brazil.  Given 
Brazil's  history  of  high  inflation,  differ- 
ent currencies  and  unfamiliarity  with 
U.S.  reporting  systems,  many  potential 
partners  fail  to  show  a  reliable  finan- 
cial record,  and  the  deal  does  not 
close,  says  Apostel.  In  some  cases, 


however,  strategic  alliances  have  devel 
oped  into  exceptional  partnerships. 

Increasingly,  foreign  companies 
are  forming  strategic  alliances  with 
Chilean  companies  as  a  strategy  to 
enter  other  Latin  American  markets, 
says  Carrington.  With  a  compatible 
business  style,  the  Chileans  have 
proven  adept  at  bridging  cultural  bar 
riers.  "If  you  find  a  good  Chilean  part 
ner  who  understands  your  business, 
and  you  can  supply  capital  and  know 
how,  then  it  is  a  very  good  way  to 
enter  the  rest  of  Latin  America." 

Although  alliances  may  last  for 
years,  most  dissolve  at  some  point, 
turning  the  arrangement  into  an 
acquisition.  For  this  reason,  it  is  cru- 
cial from  the  start  to  spell  out  how 
to  end  the  deal,  particularly  how  to 
decide  the  sell-out  price.  "Have  a 
very  clearly  defined  strategy,"  says 
Carrington,  "and  a  way  to  get  out,  if  i 
doesn't  work." 

BRAZIL:  STABLE  AND  DYNAMIC 


Two  years  ago,  Brazilians  parted 
company  with  hyperinflation.  Today, 
they  face  the  future  with  greater  dis- 
posable income  and  new  confidence 
in  stability.  At  the  same  time,  the  gov 
ernment's  commitment  for  1997  is  tc 
improve  its  record  on  inflation  and 
privatization  and  to  wrestle  with 
remaining  administrative  and  pensioi 
reforms. 

Such  perseverance  has  transformec 
Brazil  into  the  region's  most  dynamic 
market,  made  all  the  more  remarkable 
by  its  size.  "Brazil  is  the  predominant 
economic  entity  in  Latin  America  —  it 
is  40%  to  50%  of  whatever  you  talk 
about,"  says  Curtin  of  Bechtel. 

Privatization  started  in  1991,  but 
the  unstable  business  environment 
and  poor  financial  state  of  the  compa 
nies  discouraged  foreigners.  Five  year 
later,  a  wealth  of  federal  and  state 
assets,  including  railroads,  ports, 
power  companies  and  Companhia 
Vale  do  Rio  Doce  (CVRD),  fill  the 
'96-'97  agenda,  and  projected  annual 
revenue  stands  at  $6-8  billion. 

"As  we  prepare  for  what  some  an 
referring  to  as  the  'second  wave'  of 


UR  CEMENT  BUILT  THE  PLANT. 


manufacturers  depend  on  a 


fundamental  material:  cement.  And  at  a 


growing  number  of  building  projects, 


Cemex  is  the  cement  of  choice.  With 


operations  in  23  countries  and  trade 


relations  with  60  countries,  Cemex 


WHICH  MAKES  COMPUTER  CHIPS. 


combines  the  use 


of  the  latest  production  and  information 


technology  with  an  efficient,  environ- 


mentally  sound  approach  to  meet  the 
needs  of  customers  everywhere.  You 
see,  we're  not  just  building  advanced 
manufacturing  plants — we're  building  a 


s 


WHICH  CREATE  INFINITE  POSSIBILITIES. 


better  world.  To  learn  more,  visit  our 
web  site  at  http://www.cemex.com. 
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Building  a  Better  Wcrld.fc* 


privatization  in  South  America, 
believe  there  will  be  a  serious  interest 
on  the  part  of  foreign  investors  to  par- 
ticipate," says  Henrique  de  Campos 
Meirelles,  president  and  COO, 
BankBoston.  The  reason  for  this,  says 
Meirelles,  is  that  the  region's  embrace 
of  market  forces  over  government 
intervention  has  enabled  investor  con- 
fidence to  flourish.  "There  has  been  a 
deep  and  profound  realization  that  the 
government  cannot  succeed  in  replac- 
ing the  market." 

Privatization  officials  also  expect 
to  see  a  greater  foreign  participation. 
"We  think  that  the  power  sector  and 
CVRD  will  certainly  attract  more  for- 
eign investors,"  says  Jose  Pio  Borges, 
the  director  of  privatization.  Two 
power  companies,  Escelsa  and  Light, 
have  been  sold,  but  with  more  than 
$60  billion  in  remaining  assets,  power 
will  seize  the  limelight.  "There  is  a 
need  to  cope  with  the  growth  of  elec- 
tricity and  power  consumption,"  says 
Pio  Borges.  Annual  investment  of  $5- 
7  billion  is  needed,  an  amount  that  is 
"impossible  to  be  done  by  the  federal 
government  and  by  the  states."  The 
privatization  law's  requirement  to  hire 
consultants  for  each  sale  is  also  creat- 
ing major  opportunities  for  interna- 
tional firms.  To  advise  on  the  power 
sector,  for  example,  the  government 
has  hired  Coopers  &  Lybrand. 

Of  all  the  privatizations  on  the 
agenda,  the  most  closely  watched  is 
CVRD,  the  world's  largest  iron  pro- 
ducer and  Brazil's  largest  foreign 
exchange  earner.  With  more  than  $  1 3 
billion  in  assets,  it  promises  to  be  a 
record-breaker.  Based  on  preliminary 
meetings  with  Japanese  officials,  says 
Pio  Borges,  CVRD  may  become  the 
first  emerging  markets  company  in  the 
world  to  be  registered  in  the  Tokyo 
stock  exchange. 

Profound  changes  are  also  driving 
other  trends  in  direct  investment, 
according  to  Apostel  of  Apostel  &  Co. 
"In  a  move  to  globalize,  component 
suppliers  are  following  their  major 
clients  into  Brazil,  which  is  an  espe- 
cially strong  trend  in  the  automotive 
industry,"  says  Apostel.  There  are  also 
tremendous  opportunities  in  the  con- 


sumer products  market,  which  is 
growing  annually  at  20%  to  40%, 
adds  Apostel.  Lower  income  groups, 
which  suddenly  have  disposable 
income,  are  fueling  a  boom  in  home 
appliances  and  personal  care  prod- 
ucts. "These  are  items  that  the  poorer 
classes  can  now  afford  to  buy,  and 
every  percentage  increase  in  purchas- 
ing power  gets  new  consumers  in  the 
market,"  says  Apostel. 

MERCOSUR:  GATEWAY  FOR  BUSINESS" 

Since  its  inception  in  1991,  the 
Mercosur  trade  alliance  formed  by 
Argentina,  Brazil,  Paraguay  and 
Uruguay  has  resulted  in  major  trade 
expansion  for  participating  countries 
—  and  the  roster  is  on  the  verge  of 
expanding.  Chile  recently  signed  a 
free-trade  agreement  with  Mercosur, 
and  the  European  Union  entered  into 
an  Interregional  Framework 
Cooperation  Agreement,  the  first  ever 
between  two  customs  unions.  Bolivia, 
too,  has  signed  a  framework  agree- 
ment with  Mercosur  and  may  soon  be 
included  in  the  alliance. 

The  goal  of  the  Mercosur  coun- 
tries is  foremost  to  increase  their  indi- 
vidual bargaining  positions  for  future 
trade-agreement  negotiations.  But  a 
second  goal  is  just  as  important:  to 
promote  regional  economic  integra- 
tion through  cross-border  mergers  and 
acquisitions,  strategic  alliances  and 
infrastructure  development,  says 
Carlos  Alfaro,  managing  partner  at 
Allende  &  Brea,  a  member  of  the 
Mercosur  Alliance  of  Law  Firms. 
Members  have  dropped  tariff  barriers, 
and  are  working  to  undo  non-tariff 


barriers  and  to  har- 
monize laws  in 
such  areas  as  dis- 
tributorship agree- 
ments, insurance 
and  labor. 

When  making 
trade  and  invest- 
ment decisions, 
Mercosur  "is  an 
issue  to  be  consid- 
ered in  any  strategic  and  development 
plan,"  says  Alfaro.  "It  would  be  a  big 
mistake  not  to  make  a  thorough  analy- 
sis of  the  market  on  a  regional  basis; 
for  example,  potential  entry  of  com- 
petitors and  strategic  alliances." 

THE  POLITICAL  EQUATION 

With  burgeoning  trade  and  invest- 
ments, businesses  clearly  have  put 
their  trust  in  a  growing  partnership 
with  Latin  America.  But  just  as  elec- 
tions in  Latin  America  raise  the  issue 
of  whether  new  leaders  will  be  friend 
or  foe  to  free  trade,  the  U.S.  Finds 
itself  at  the  start  of  a  new  presidential 
term.  Just  how  committed  will  the 
Administration  be  in  supporting  hemi- 
spheric integration? 

"I  would  like  to  see  a  coherent 
policy  developed  on  a  bipartisan  basis 
where  the  United  States  resumes  its 
traditional  role  as  a  leader  and  pro- 
moter of  economic  integration  and 
free  trade,"  says  Ambassador  Everett 
Briggs,  president  of  the  Council  of  the 
Americas,  a  business  organization  that 
promotes  free  trade  and  investment  in 
the  hemisphere. 

If  it  does  not,  he  warns,  the 
emerging  markets  in  Latin  America 
may  turn  elsewhere  for  trade  —  to  the 
European  Union,  Japan  and  even 
China,  all  of  which  are  taking  increas- 
ing notice  of  the  region.  If  that  hap- 
pens, the  U.S.  risks  being  left  behind 
during  one  of  the  most  remarkable 
periods  of  economic  expansion  in  his- 
tory. Says  Briggs:  "Economic  integra- 
tion is  a  wonderful  opportunity  for 
our  country,  for  our  future  and  for  the 
growth  of  exports  and  jobs."B 
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Patients  with  deep  pockets  or  generous  insurance 
shouldn't  settle  for  a  cheap  artificial  limb. 
Check  out  the  fiber  composite  models. 

The  old  stuff 
gave  him  blisters 


By  Stephan  Herrera 


Sprinter  Tony  Volpentest  was 
born  without  feet,  yet  he  turned  in  a 
time  at  this  year's  Paralympic  games 
in  Atlanta  that  was  within  two  sec- 
onds of  Donovan  Bailey's  100-meter 
world  record.  Todd  Huston,  a  psy- 
chotherapist from  Tulsa,  Okla.,  lost 
one  of  his  legs  as  the  result  of  a  boat- 
ing accident.  He  recently  shattered, 
by  35  days,  the  world  record  for 
climbing  the  tallest  peaks  in  each  of 
the  50  states— a  record  previously 
held  by  an  able-bodied  climber. 

What  makes  such  feats  possible  is  a 
new  generation  of  artificial  limbs  fab- 
ricated primarily  from  superstrong, 
lightweight    carbon  composites. 


Tony  Volpentest  warming  up  for  the  Paralympic  games  this  summer  in  Atlanta 

In  setting  a  Paralympic  world  record,  he  also  came  w.th.n  a  ha.r  of  the  Olymp,c  record. 
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Unfortunately,  of  the  approximately 
1  million  lower-limb  amputees  in 
America  today,  most  wear  prostheses 
based  on  technologies  that  are  20  to 
50  years  old.  These  artificial  limbs  can 
weigh  up  to  1 5  pounds  and  are  made 
of  heavy  plastics,  wood  and  rubber. 

"The  old  stuff  weighed  a  lot  and 
gave  me  blisters,"  says  Kirk  Bauer,  a 
48-year-old  fundraiser  for  disabled 
athletes  who  lives  in  Rockville,  Md. 
"It  caused  lots  of  pain.  I  got  hooked 
on  Darvon."  Bauer  is  off  the 
painkillers  and  now  uses  a  $23,000 
artificial  limb  equipped  with  a  foot 
made  by  Flex-Foot  and  a  socket  and 
shell  by  RGP  Prosthetic  Research 
Center. 

Why  is  it  that  most  of  the  60,000 
Americans  per  year  who  lose  lower 
limbs  (often  from  diabetes)  are  fitted 
with  a  prosthesis  made  of  wood  and 
hard  plastics?  The  most  important 
reason  is  that  the  newest  generation 
of  limbs  cost  a  bundle — $8,000  to 
$18,000  for  a  below-the-knee  limb, 
compared  with  $4,000  to  $10,000 
for  the  old  stuff.  (In  both  cases  you 
have  to  pay  not  quite  double  for  an 
above -the -knee  limb.)  Some  insurers 
balk  at  the  cost.  The  Department  of 
Veterans  Affairs,  for  example,  gener- 
ally doesn't  pay  more  than  $4,000  for 
a  below-the-knee  limb  or  $9,000  for 
an  above-the-knee  limb.  Another 
reason  is  that  many  of  the  prosthetists 
who  fit  artificial  limbs  have  been 
using  the  simpler  models  for  ages  and 
are  not  yet  as  comfortable  with  these 
new  technologies. 

Three  parts  matter  in  an  artificial 
limb:  the  liner,  socket  and  foot.  The 
liner  slips  over  the  stump  on  the 
patient's  leg  like  a  pliable  thimble 
over  a  fingertip;  the  liner  then  slips 
into  the  socket;  and  this  socket  is 
strapped  or  plugged  into  the  shaft, 
which,  in  turn,  bolts  to  the  artificial 
foot  (see  diagram) . 

The  liner  absorbs  the  impact  that 
the  stump  endures  from  the  pressure 
of  walking,  and  protects  it  from  abra- 
sions, blisters  and  bruising.  Most 
prosthetists  prescribe  a  $250  molded 
polyethylene  foam  liner,  which  can 
wear  out  after  a  year,  says  Timothy 
Staats,  director  of  the  prosthetics  pro- 
gram at  UCLA.  Carl  Caspers,  56,  who 
lost  his  leg  after  he  accidentally  shot 
himself  while  practicing  for  a  sharp- 
shooting  competition  in  1959,  was 


never  happy  with  that  liner.  In  1989 
he  founded  tec  Interface  Systems  in 
St.  Cloud,  Minn,  and  set  out  to  make 
a  better  one. 

What's  wrong  with  the  old-fash- 
ioned polyethylene  liner?  It  doesn't 
conform  as  well  to  the  contours  of 
the  amputee's  stump,  as  the  stump 
expands  and  contracts  throughout 
the  day,  and  doesn't  work  well  with 
the  socket.  "The  socket  ends  up  milk- 
ing the  fluids  of  the  residual  limb 
(blood  and  water)  down  to  the  end 
of  the  stump,"  says  Mark  Edwards, 
director  of  the  prosthetics  depart- 
ment at  Northwestern  University.  As 
a  result,  amputees  are  struggling  with 
a  socket  that  is  too  tight,  which  cuts 
off  circulation  and  leads  to  blisters 
and  infection.  When  it's  too  loose, 
the  stump  slides  up  and  down  inside 
the  socket  as  the  amputee  tries  to 
walk,  which  also  causes  blisters  and 
infection.  The  TEC  alternative:  an 
$800  polyurethane  liner,  which  can 
conform  to  changes  in  the  stump. 

Next,  the  socket.  There's  the  tradi 
tional  variety,  made  of  hard  plastics 
like  polyester  and  acrylic  resins. 
Fancier  ones  are  made  by  a  division 
of  NovaCare,  NovaCare  Sabolich,  in 
Oklahoma  City.  This  silicone,  carbon- 
fiber-reinforced  socket  weighs  less 
than  a  pound,  a  third  the  weight  of 
older  sockets.  As  with  bicycles  and 
tennis  rackets,  so  with  body  parts: 
The  less  it  weighs,  the  more  it  costs. 
The  Sabolich  runs  $1,500  to  $3,000, 
against  $1,000  to  $2,000  for  the  tra- 
ditional socket. 

Now  for  the  foot.  Tradition  here  is 
a  willow-wood  keel,  surrounded  by  a 
molded  urethane  rubber  foot  made 
to  look  lifelike.  Weight:  close  to  2 
pounds.  Price:  $200. 

Again,  an  amputee  has  been 
inspired  to  improve  on  tradition.  Van 
Phillips  lost  his  left  foot  in  a  boating 
accident  in  1976,  when  he  was  21.  In 
1983  he  founded  Flex-Foot,  in  Aliso 
Viejo,  Calif.  It  sells  artificial  feet  made 
of  titanium  and  carbon  composites 
that  weigh  less  than  a  pound.  "The 
[wood-and-rubber]  foot  is  so 
stupid — a  child  could  have  designed 
it.  It's  criminal  that  so  many  amputees 
have  to  wear  them,"  says  Phillips. 
Besides  low  weight,  one  of  die  Flex- 
Foot  prostheses  boasts  a  shock 
absorber  that  literally  puts  spring  into 
the  patient's  gait,  saving  energy  and 


Body  parts 


This  illustrates  some  of  the 
elements  that  can  go  into  a  high-end 
lower-limb  prosthesis. 


Shaft  (not  to  scale) 


Foot 


providing  surer  footing  on  uneven 
surfaces  like  lawns  or  bumpy  side- 
walks. Volpentest  uses  the  Flex-Foot. 

Main  drawback:  A  Flex-Foot  costs 
between  $4,000  and  $14,000.  But  if 
you  can't  afford  it,  there  are  some 
mid-range  models,  at  $500  to  $700, 
from  such  companies  as  Ohio  Willow 
Wood  Co.  and  mind.  wm 
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Wall  Street  looks  pretty  tame  compared  with 
Savvinskaya  Embankment  in  Moscow. 


By  Paul  Klebnikov  and  Caroline  Waxier 

Boris  Jordan  always  had  a  hanker- 
ing for  things  Russian.  The  grandson 
of  Russian  emigres,  he  grew  up  on 
Long  Island,  studied  U.S. -Russian 
relations  at  New  York  University,  and 
later,  looking  for  a  job  in  Russia, 
asked  for  work  with  cs  First  Boston 
in  Moscow.  In  1992,  then  just  26,  he 
got  his  wish.  In  early  1994,  at  the 
dawn  of  Russia's  privatization  pro- 
gram, Jordan  persuaded  his  employ- 
er to  buy  some  $400  million  in  priva- 
tization vouchers,  which  most 
Westerners  regarded  as  worthless 
scraps  of  paper. 

Good  move.  Jordan  exchanged  the 
vouchers  for  equity  stakes  in  some  of 
Russia's  largest  companies,  making 
huge  profits  for  those  CS  First  Boston 
clients  who  decided  to  come  on 
board,  cs  First  Boston  also  made  out 
spectacularly.  It  dominated  Russia's 
fledgling  securities  market  that  first 
year,  racking  up  an  estimated  $100 
million  in  profits  from  its  Russian 
operations,  almost  half  the  firm's 
worldwide  total. 

In  time,  the  Russian  stock  market 
boom  turned  to  bust,  but  Jordan  had 
made  a  name  for  himself.  At  29  he 
quit  cs  First  Boston,  taking  30  of  his 
colleagues,  and  established  a  full-ser- 
vice, Moscow- based  investment  bank: 
Renaissance  Capital  Group.  Jordan 
and  his  fellow  bankers  own  over  half 
of  the  new  bank.  The  remaining  stake 
is  owned  by  dealster  Michael  Ding- 
man,  now  a  taxpatriate  in  the 
Bahamas  (Forbes,  Nov.  18),  and  by 
Unexim  Bank,  one  of  Russia's  home- 
grown merchant  banks.  Renaissance 
claims  to  have  $500  million  in  assets 
and  $50  million  in  equity. 

Renaissance's  specialty  is  direct 
investment,  via  buyout  funds  (Sput- 
nik I,  II  and  III)  whose  subscribers 
are  said  to  include  institutional 
investors  like  Harvard  Management 


and  George  Soros'  Quantum  Fund. 
The  idea  is  to  buy  controlling  stakes 
in  Russian  industrial  companies, 
restructure  them  and  then  sell  out 
three  to  five  years  later  to  Western 
corporations  looking  for  a  foothold 
in  Russia. 

These  are,  shall  we  say,  very  special 
situations.  The  typical  Russian  indus- 
trial company  carries  huge  debts, 
back  taxes,  past-due  payments  to 
suppliers  and  wage  arrears.  It  is  likely 
to  be  desperately  short  of  working 
capital,  since  barter  trade  accounts  for 
up  to  80%  of  sales.  It  has  a  terrible 
accounting  system,  terrible  marketing 
and  productivity  way  below  interna- 
tional standards. 

All  this  spells  opportunity  to 
Renaissance.  "If  we  see  that  a  com- 
pany is  making  the  right  products 
and  that  we  can  make  a  difference, 
we  go  in,"  says  Gregory  Bedrosian,  a 
30-year-old  Harvard  M.B.A.  and  cs 
First  Boston  alumnus  who  is  general 
partner  of  Sputnik  along  with  Jordan. 
"We  don't  pretend  to  be  experts  in 
industrial  production,  but  we  do 
know  how  to  deal  with  the  Russia- 
specific  problems. 

"Most  of  the  companies  we  look  at 
have  already  been  visited  by  someone 
from  a  Western  corporation,  who 
typically  reports  back  to  the  home 
of  fice  that  if  the  Russian  company 
solved  a  few  fundamental  problems, 
it  could  be  interesting.  We  fix  these 
seemingly  insurmountable  problems 
and  then  bring  in  the  Western  strate- 
gic partner." 

A  year  ago  Renaissance  joined 
Michael  Dingman's  Stratton  Group 
in  buying  57%  of  the  Segezha  Paper 
Co.  They  canned  the  board  of  direc- 
tors and  1 5  top  managers,  overhauled 
the  account  books  and  in  June  sold 
half  of  their  stake  to  the  Swedish 
paper  company  AssiDoman.  Jordan 


Boris  Jordan 
"This  is  the  best 
emerging  market 
in  the  world." 


Gregory  Bedrosian 
(below) 

Due  diligence  for 
this  Sputnik 
general  partner 
entails  midwinter 
helicopter  trips 
close  to  the 
Arctic  Circle. 


won't  say  what  profit  they  made. 

It's  not  always  so  easy.  There  are 
few  rules  here  and  they  are  easily 
broken.  Russia's  corporate  insiders 
often  simply  refuse  to  register  trans- 
fers of  stock,  and  competitors  can  get 
rough  to  the  point  of  murder. 
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Renaissance  has  not  yet  suffered 
either  of  those  indignities,  but  it  con- 
fronts unusual  obstacles. 

Here's  one  for  the  books:  In 
league  with  some  other  investors,  the 
three  Sputnik  Funds  bought  44%  of 
Novolipetsk  Metals  Co.,  which  runs 
a  7-million-tons-a-year  steel  mill  250 
miles  south  of  Moscow.  Sputnik's 
restructuring  plans  were  opposed  by 
the  mill's  general  director  and  report- 
edly by  a  rival  shareholder  faction  led 
by  the  London-based  Trans-World 
Metals.  When  we  say  "opposed"  we 
don't  just  mean  with  arguments. 
When  Boris  Jordan  left  Russia  in 
May,  he  found  that  his  routine  visa 
renewal  application  had  been  reject- 
ed. The  Novolipetsk  boss  had  used 
his  personal  contacts  with  a  high 
member  of  the  government  to  block 
the  visa.  Jordan  had  to  cool  his  heels 
for  seven  weeks  before  getting  back 
in.  The  general  director  of  Novoli- 


petsk, meanwhile,  is  still  occupying 
the  corner  office. 

There  are  several  institutional 
funds  dedicated  to  direct  investment 
in  the  former  Soviet  Union,  includ- 
ing the  $155  million  Russia  Partners 
Fund  and  the  $300  million  aig- 
Brunswick  Millennium  Fund.  These 
are  backed  by  the  Overseas  Private 
Investment  Corp.,  which  insures 
against  expropriation  and  civil  war, 
among  other  things.  Jordan's  Sputnik 
avoids  OPIC.  Says  Jordan:  "It  is  due 
diligence  that  determines  success 
here,  not  guarantees."  To  say  noth- 
ing of  the  fact  that  OPIC  guarantees 
entail  all  sorts  of  environmental 
impact  and  U.S.  impact  criteria, 
which  slow  down  decision-making. 

Due  diligence  is  not  what  it  is  in 
the  U.S.  It  is  a  lot  tougher.  To  visit  a 
paper  company  near  the  Arctic  Circle, 
Bedrosian  had  to  travel  there  mid- 
winter via  converted  military  heli- 


copter. When  he  arrived  the  temper- 
ature was  minus-40  and  the  local 
hotel  had  neither  running  water  nor 
heat.  "We  slept  in  our  hats  and  over- 
coats and  the  next  morning  we  went 
off  to  see  the  company  manage- 
ment," he  says. 

Bedrosian  tells  the  story  of  visiting 
the  Volga  Paper  Co.  when  he  was 
scouring  Russia  for  investments  for  CS 
First  Boston's  Ice  Breaker  Fund.  As 
Bedrosian  was  visiting  the  paper  mill, 
he  noticed  huge,  dust-covered  crates 
packed  away  in  the  corner  of  the  fac- 
tory. They  contained  $100  million 
worth  of  brand-new  Austrian-made 
equipment.  The  Russians  hadn't 
bothered  unpacking  the  stuff.  The 
fund  together  with  other  investors 
bought  a  90%  stake  in  Volga  Paper 
for  a  fraction  of  the  value  of  the  new 
equipment. 

For  enduring  all  this  discomfort 
and  taking  huge  risks,  Renaissance 
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Note:  The  Ros  (short  for  the  Russian  word  for  Russia)  is  an  index  of  30  stocks  in  Russia.  Source:  Brunswick  Brokerage 


and  its  competitors  expect  a  nice 
reward  and  they  demand  it.  The 
going  rate  for  funds  like  Sputnik  is  an 
annual  2%  of  the  capital  invested,  plus 
up  to  20%  of  profits.  Renaissance  is 
currently  trying  to  raise  $300  million 
for  its  fourth  Sputnik  Fund  (mini- 
mum investment,  $5  million). 

Jordan  and  Bedrosian  have  other 
irons  in  the  fire.  Renaissance  Capital's 
trading  desk  has  handled  $5  billion  in 
debt  and  $400  million  in  equities 
since  the  beginning  of  the  year.  As  an 
investment  banker,  Renaissance  engi- 
neered the  private  placement  of  $10 


million  in  equity  for  a  Russian-Amer- 
ican joint  venture  that  sells  bottled 
water  under  the  brand  Saint  Springs. 

In  November  Renaissance  and 
Donaldson,  Lufkin  &  Jenrette 
comanaged  the  stock  offering  for 
Vimpel-Communications,  Russia's 
largest  cellular  company  and  the  first 
Russian  company  to  be  listed  on  the 
New  York  Stock  Exchange.  Jordan, 
meanwhile,  is  trying  to  set  up  a  Russ- 
ian insurance  company  to  get  more 
assets  for  Renaissance  to  play  with. 

Still  game  for  a  flier?  If  you  don't 
have  $5  million  to  put  into  a  private- 


ly offered  fund,  your  choices  are 
somewhat  limited  (see  box). 

This  year  Russian  equities  are  hot, 
with  the  Ros  index  up  100%  in  dollar 
terms  since  January.  Says  Jordan:  "If 
Yeltsin  dies  or  remains  incapacitated, 
the  market  will  stagnate.  If  he  returns 
to  the  Kremlin,  we  are  going  to  see 
another  boom  in  1997."  But  make 
no  mistakes:  This  market  is  unpre- 
dictable. Jordan  was  a  bull  two  years 
ago,  just  before  the  Russian  market 
suffered  a  75%  correction.  The 
market  recovered.  But  it  was  a  long, 
scary  ride.  M 


Buying  into  Russia 

In  its  first  few  years  the 
Russian  stock  market  was 
limited  to  hedge  funds 
and  people  with  well- 
placed  friends  in  Moscow. 
Now  small  fry  can  get  in. 

The  easiest  way:  buy 
shares  of  the  Templeton 
Russia  Fund,  a  closed-end 
trading  on  the  NYSE.  It 
has  done  well  (total 
return  of  72%  in  the  past 
12  months),  but  it's  no 
bargain.  It  has  a  some- 
what high  annual  expense 
ratio  of  2%  and,  at  a 
recent  24/4,  is  priced  at  an 
1 1%  premium  to  the  value 
of  its  portfolio. 

Another  option:  buy 


Russian  shares  that  trade 
over  here  as  American 
Depositary  Receipts  (or 
American  Depositary 
Shares).  There's  one  listed 
on  the  Big  Board  so  far, 
cellular  service  provider 
VimpelCom.  At  a  recent 
31,  VimpelCom  is  up  50% 
from  its  November  offer- 
ing price. 

Several  adrs  trade  over- 
the-counter.  Examples: 
Lukoil  (43*)  and 
Chernogorneft  (12)4,  oil 
and  gas  exploration),  adrs 
are  expected  soon  for 
Rostelecom  (telephone 
service),  Irkutskenergo 
(Siberian  electricity)  and 
Surgutneftegaz  (oil  and 
gas  production). 


Some  adrs,  such  as 
those  for  Gazprom, 
Russia's  largest  energy 
company,  are  available  only 
to  institutions.  That  does 
not  mean  you  should  beat 
down  doors  to  get  in. 
Gazprom's  adr  is  trading 
at  a  ridiculous  400%  premi- 
um over  the  trading  price 
for  shares  that  are  held  by 
Russians. 

And  then  there's  the 
local  market,  if  you  want  a 
stock  that  doesn't  have  an 
ADR.  Some  Moscow  bro-  * 
kerage  firms  are  willing  to 
take  accounts  from 
Americans  with  as  little  as 
$10,000  to  invest.  These 
outfits  will  insist  you  hold 
your  shares  in  street 


name.  Bear  in  mind  that 
there  is  no  Securities 
Investor  Protection  Corp. 
over  there.  If  the  shares 
are  lost  in  an  embezzle- 
ment or  bankruptcy, 
good  luck. 

Can  you  get  CS  First 
Boston  to  open  an 
account  in  Moscow  for 
you?  Not  unless  you  are  a 
very,  very  big  investor.  A 
Merrill  Lynch  or  a  Smith 
Barney  can  buy  anyone 
some  of  the  adrs. 

One  open-end  fund  has 
been  available  to  U.S.  citi- 
zens since  July,  the 
Lexington  Troika  Dialog 
Russia  Fund.  Expense  ratio, 
2.3%;  minimum,  $5,000. 

-P.K.  and  C.W.  B 
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Opportunities  come  and  go  in  a  fraction 
of  a  second.  Get  ahead  of  the  field. 


Global  expertise  is  undeniably  one  of  HSBC  Asset 
Management's  greatest  assets.  But  it's  our  local  cover 
that  gives  us  the  edge.  For  convenience,  our  clients  are 
serviced  from  the  office  nearest  their  own.  For  the 
best  results,  their  assets  are  allocated  to  the  office 


closest  to  the  markets  in  which  they  will  be  invested. 
From  this  position,  our  local  fund  managers  maintain 
a  keen  understanding  of  local  companies  and  market 
conditions.  So  that  when  an  opportunity  does 
present  itself,  they  don't  miss  it.  And  neither  do  you. 


HSBC  Asset  Management 


Member  HSBC  Group 


World    Class  Performers 


EW  YORK  (+1)  212  503  6815.  LONDON  (+44)  171  955  5050.  HONG  KONG  (+852)  2801  01 II.  SINGAPORE  (+65)530  2828.  TOKYO  (+81)3  3433  4200.  MELBOURNE  (+61)3  9619  9800. 

"HSBC  ASSET  MANAGEMENT"  IS  A  WORLDWIDE  GROUP  OF  COMPANIES  ENGAGED  IN  INVESTMENT  ADVISORY  AND  FUND  MANAGEMENT  ACTIVITIES 
AND  WHICH  ARE  ULTIMATELY  OWNED  BY  HSBC  HOLDINGS  PLC.  ISSUED  IN  THE  UK  BY  HSBC  ASSET  MANAGEMENT  EUROPE  LIMITED.  REGULATED  BY  IMRO 


Can  you  get 
past  the  bouncer? 

DFA  sells  a  very  useful  mix  of  targeted  index  funds. 
Unfortunately,  it's  a  hassie  to  buy  them. 


By  Thomas  Easton 

Just  like  any  other  consumer  prod- 
ucts company,  fund  sponsors  slug  it 
out  for  attention:  Meet  Mr.  Top 
Return.  Hear  Ms.  Emerging  Markets. 
If  you  had  only  put  $10,000  with  us 
back  when,  you'd  have  enough  to 
send  your  child  to  college.  Send  us  a 
check.  Now. 

The  carnival  atmosphere  is  missing 
from  a  handful  of  fund  families.  The 
frugal  Vanguard  Group,  for  example, 
scarcely  advertises  at  all;  it  counts  on 
investors  who  like  low- cost  funds  to 
beat  a  path  to  its  door. 

Dimensional  Fund  Advisors,  a 
Santa  Monica,  Calif-based  sponsor 
with  $9  billion  in  fund  assets,  takes 
this  aloofness  a  step  further.  Beat  a 
path  to  dfa's  door,  and  you  may  find 
it  slammed  in  vour  face. 


Who  would  want  to  get  in?  The 
same  sort  of  people  who  like  Van- 
guard. DFA  runs  passive  index  funds 
and  near-index  funds.  Their  fees  are 
fairly  low,  their  frictional  costs  from 
trading  are  low,  and  they  don't  pay 
out  much  in  taxable  capital  gains.  A 
passively  managed  fund  is  almost 
never  going  to  top  the  charts  in  any 
given  year,  but  it  can  easily  beat  out 
most  actively  managed  funds  over 
long  holding  periods — 10  or  20 
years,  that  is. 

Like  Vanguard,  DFA  has  a  very  low 
cost  fund  to  track  the  s&P  500  index. 
It  has  19  other  passive  funds,  some 
specializing  in  foreign  stocks,  some  in 
small  stocks,  some  in  bonds.  A  few  of 
the  funds  are  modified  index  funds: 
They  follow  investing  themes,  such  as 


value  stocks  or  small-company  stocks. 
But  the  stock  selection  is  always 
mechanical. 

The  themes  come  from  acade- 
mia — for  example,  the  theory  that 
stocks  selling  at  low  multiples  of 
earnings  and  book  value  beat  growth 
stocks  over  time.  The  eminent 
finance  professors  Merton  Miller, 
Myron  Scholes  and  Eugene  Fama  sit 
on  the  boards  of  the  DFA  funds. 

The  other  part  of  the  DFA  formula 
is  transactional  dexterity.  The  22 
people  managing  dfa's  portfolios  are 
all  traders.  By  making  markets  in 
many  of  the  thousands  of  stocks  that 
populate  the  funds,  DFA  claims,  it 
enjoys  negative  transaction  costs. 
Suppose  a  small  over-the-counter 
stock  is  quoted  at  20  bid,  20%  asked. 
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While  the  world  talks 

cellular  phones, 

we  tear  them  apart. 


Now,  more  than  ever,  changes  around  the  glohe  affect  world  markets. 
So  how  do  we  sort  out  where  opportunity  lies? 

First,  find  companies  with  ideas  that  could  profit  from  growth  in  a  global 
economy.  Ideas  like  mobile  communication.  Next,  look  beyond  the 
obvious — the  phone — to  the  guts,  and  a  microchip  that's  key  to  every 
cellular  phone,  no  matter  what  brand.  Then,  track  down  a  manufacturer  in 
Asia,  and  break  into  the  huge  telecommunications  market  via  a  little  chip.* 

This  approach  to  investing  has  been  used  successfully  for  over  30  years 
by  the  investment  team  at  Bank  of  Ireland  Asset  Management.  And  w  hile 
past  performance  is  no  guarantee  of  future  results,  you  can  see  for  yourself 
this  process  has  yielded  the  Berger/BIAM  International  Fund 


9 


SO 


id  returns. 


So  invest  in  change.  Invest  in  the  Berger/BIAM  International  Fund. 


9 


Average  Annual  Total        ,  v,„ 
Returns  as  of  9/30/96"  lrear 

5  Year 

Since  Inception 
i7/3L'89) 

The  Berger/BIAM    11  ay 
International  Fund  *WM 

IEH 

E 

3. 

I 

EAFE  Index  g.9% 

8.5% 

4.1% 

Bill  Berger 

Shareholder  &.  Trustee 


Join  me  as  a  shareholder. 

Call  1-800-3334001, 

Dept.  A373. 

We'll  send  a  prospectus  with  more  information 
including  all  management  fees,  charges  and 
expenses.  Read  it  carefully  before  investing. 


w*1 

Together  we  can  move  mountains... 
Mti                                                                     i he  hoi  Id  o\ er. 

r  /  

INTRODUCING  THE 

I  NO-LOAD  BERGER/BIAM   INTERNATIONAL  FUND 

This  example  is  not  necessarily  part  of  the  current  BIAM  portfolio,  nor  should  it  be  interpreted  as  an  investment  recommendation.  "The  returns  shown  are  historical  and  reflect  the  performance  of  a  pool  of  assets 
advised  by  BIAM  for  periods  before  the  Fund  commenced  operations  on  October  11, 1996,  adjusted  to  reflect  any  increased  expenses  associated  with  operating  the  Fund.  The  asset  pool  was  not  registered  with  the 
Securities  and  Exchange  Commission  and  therefore  was  not  subject  to  the  investment  restrictions  imposed  by  law  on  registered  mutual  funds.  If  the  pool  had  been  registered  its  performance  might  have  been  adversely 
affected.  The  Morgan  Stanley  Europe,  Australasia,  and  Far  East  (EAFE)  index  is  a  market  capitalization  weighted  index  composed  of  companies  representative  of  the  market  structure  of  20  Developed  Market  countries. 
It  is  not  an  investment  product  available  lor  purchase.  Return  and  share  price  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost  The  special  risks  involved  in  foreign  investing,  such  as  currency 
fluctuations  and  political  uncertainty  are  discussed  further  in  the  prospectus.  Funds  distributed  by  First  Fund  Distributors,  Inc.  ©  1996  Berger  Associates,  Inc.  FOR  A373 


imcmo 


Even  if  DFA  wants  the  stock,  it  may 
hold  off  buying  until  some  trader  puts 
in  a  big  sell  order,  say,  for  200,000 
shares  (to  be  spread  among  hinds  and 
institutional  accounts),  dfa  may  offer 
to  take  the  block  for  18  or  19.  When 
the  DFA  traders  sell  a  thinly  traded 
stock,  in  contrast,  they  dribble  the 
shares  out  a  few  hundred  at  a  time. 

It  works  well  enough.  Look  at 
dfa's  U.S.  6-10  Small  Company 
Fund,  which  mechanically  buys  stocks 
that  are  ranked  in  the  bottom  50%  in 
market  value  on  the  New  York  Stock 
Exchange.  This  fund  has  outper- 
formed Vanguard's  comparable  Small 
Capitalization  index  fund  by  a  frac- 
tion of  a  percent  over  the  three  years 
of  its  existence. 

Intrigued?  Be  prepared  for  a  battle 
to  get  in.  Originally  an  institutional 
manager  with  a  $2  million  minimum, 
DFA  in  1989  lowered  its  account  min- 
imum to  $25,000.  But  it  accepts  only 
money  referred  by  financial  advisers. 
And  not  just  any  adviser  will  do. 

Consider  the  experience  of  Abner 
Oldham,  a  Chattanooga,  Tenn. 
investment  adviser.  Other  fund  spon- 
sors write,  call  and  even  visit  him, 


No  carnival  barkers  at 
DFA.  The  only  ones 
jumping  through  hoops 
are  customers. 


begging  for  business.  He  found  DFA 
himself  while  doing  a  computerized 
screen.  In  response  to  calls,  DFA  sent 
a  binder  the  size  of  a  telephone  book 
describing  what  it  does.  He  had  to 
read  it,  report  back,  then  drive  300 
miles  for  a  two-hour  meeting  in  a 
hotel  lobby,  then  go  to  a  more  dis- 
tant city  for  a  conference  on  how  to 
use  dfa's  funds. 

"My  wife  said  she  couldn't  believe 
I  was  flying  anywhere  to  get  a  mutual 
fund,"  says  Oldham.  "Everyone  else 
is  willing  to  come  to  us." 

Why  does  DFA  play  hard  to  get? 
One  reason:  to  screen  out  hot  money. 
A  flood  of  new  purchases, 
followed  a  few  months  later  by  a  rush 
of  redemptions,  would  wreak  havoc 
on  dfa's  efforts  to  keep  trading  to  a 
minimum.  The  funds  would  be  chas- 
ing after  stocks  one  day  and  unload- 
ing them  at  distress  prices  the  next, 


says  Rex  Sinquefield,  a  founder  and 
cochairman  of  DFA. 

There's  also  a  paternalistic  motiva- 
tion. Sinquefield  wants  his  investors 
to  balance  holdings  among  several 
different  passive  funds.  By  lecturing 
the  advisers  he  can  get  that  result. 

Consider  the  volatile  DFA  Japanese 
Small  Company  Fund:  It  took  off  in 
the  1980s,  and  then  skidded  in  the 
1990s.  "It's  probably  been  the  worst 
investment  in  the  galaxy  recently," 
says  Sinquefield.  "Suppose  an  indi- 
vidual wanted  to  put  all  their  money 
into  that?  We  wouldn't  want  to  be 
responsible." 

If  you  want  in,  find  a  financial 
planner  to  make  an  introduction. 
Oldham  charges  0.25%  to  place  any- 
thing over  $500,000.  That's  a  bar- 
gain if  you  really  need  advice,  but 
what  if  you  have  selected  the  funds 
and  all  you  want  is  for  the  planner  to 
stick  a  check  in  an  envelope?  If  you 
hunt  long  enough,  you  might  find  an 
adviser  who  will  charge  by  the  hour. 
Call  888-333-6659  to  get  a  directo- 
ry of  planners  from  the  National 
Association  of  Personal  Financial 
Advisers  in  Buffalo  Grove,  111.  H 


Dicing  the  world  into  cheap  slices 


Fund 

3-year 

Assets 

Weighted  average 

Median 

Annual 

Portfolio 

annualized 

($mil) 

P/E 

price/ 

market 

expenses 

turnover 

total 

book 

cap 

per 

Fixed  income 

Five-Year  Government 

3.8% 

$164 

NA 

NA 

NA 

$0.28 

398% 

Global  Fixed-Income 

7.1 

152 

NA 

NA 

NA 

0.46 

130 

Intermediate  Government  Fixed-Income  4.6 

97 

NA 

NA 

NA 

0.27 

41 

One-Year  Fixed-Income 

5.2 

909 

NA 

NA 

NA 

0.20 

81 

Two-Year  Global  Fixed-Income 

NA 

297 

NA 

NA 

NA 

0.32 

NA 

Stock 

Continental  Small  Company 

8.5 

315 

22.1 

2.1 

$325 

0.74 

10 

DFA  Real  Estate  Securities 

5.5 

56 

22.9 

2.0 

690 

0.82 

Emerging  Markets 

NA 

143 

18.2 

3.4 

1,822 

1.58 

8 

International  High  Book  to  Market 

8.5 

228 

27.1 

1.9 

8,974 

0.68 

10 

International  Small  Cap  Value 

NA 

352 

31.2 

0.9 

NA 

0.91 

10 

International  Value 

NA 

287 

28.3 

1.8 

7,051 

0.65 

10 

Japanese  Small  Company 

-2.0 

345 

44.8 

2.5 

493 

0.74 

8 

Large  Cap  International 

5.1 

76 

29.4 

3.6 

20,925 

0.57 

24 

Pacific  Rim  Small  Company 

4.9 

199 

23.2 

2.4 

309 

0.83 

6 

United  Kingdom  Small  Company 

13.1 

166 

18.6 

3.4 

204 

0.72 

8 

US  6-10  Small  Company 

12.9 

290 

23.0 

3.0 

299 

0.49 

21 

US  9-10  Small  Company 

15.9 

1,181 

22.4 

3.2 

113 

0.62  • 

25 

US  Large  Cap  Value 

14.9 

443 

15.1 

1.8 

7,857 

0.42 

29 

US  Large  Company 

17.5 

158 

22.2 

4.6 

23,659 

0.24 

2 

US  Small  Cap  Value 

14.4 

1,150 

20.3 

1.8 

274 

0.64 

21 

*  Through  Oct.  31.  NA:  Not  available  or  not  applicable. 

Source:  Morningstar,  Inc. 


Low  turnover,  low 
fees,  low  profile. 


3S4 


Forbes  ■  December  16,  1996 


AIM  International  Equity  Fund  Investment  Results  as  of  September  30,  1996 

Average  Annual  Total  Returns  Growth  of  $10,000 


Inception  (4/7/92) 

3  Years  

1  Year   


13.88%  $17,914 

10.84  13,615 
9.20  10,921 


Did  you  know  that  seven  foreign  stock  markets  have  outpaced  the  U.S.  stock 
market  over  the  past  10  years?*  Smart  investors  realize  investing  a  portion  of  their 
assets  overseas  makes  sense.  The  question  is  how. 

Consider  a  proven  investment  strategy.  AIM  International  Equity  Fund's  profes- 
sional management  team  searches  worldwide  to  find  companies  whose  earnings 
are  growing.  It's  the  same  earnings-driven  discipline  that  guides  all  of  AIM'S 
equity  funds.  Over  time,  it's  been  a  discipline  that's  worked.  Just  check  our  record. 

Of  course,  past  performance  can't  guarantee  comparable  future  results.  Interna- 
tional investing  can  pose  greater  risks  compared  with  U.S.  investments.  The  Fund's 
share  price  will  fluctuate  with  market,  currency  and  political  climates.  With  these 
risks,  however,  also  is  the  opportunity  for  greater  rewards  and  greater  diversifica- 
tion than  investing  solely  within  the  United  States. 

For  more  complete  information,  including  charges  and  expenses,  ask  your 
financial  consultant  for  a  free  prospectus  and  Investors  Guide.  Please  read  the 
prospectus  carefully  before  you  invest  or  send  money. 

CALL  FOR  YOUR  FREE  INVESTOR  GUIDE 

1-800-246-4246 

www.aimfunds.com 


AIM 

Source:  Morgan  Stanley  International  Perspective,  through  September  30,  19%.  Performance  results  are  historical  and  include  reinvestment  of  all  distributions, 
tanges  in  net  asset  value  and  maximum  5.50%  sales  charges.  Investment  return  and  principal  value  will  fluctuate  so  that  an  investor's  shares,  when  redeemed, 
ay  be  worth  more  or  less  than  their  original  cost.  Performance  for  Class  B  shares,  which  began  on  9/15/94,  will  differ  due  to  a  difference  in  sales  charge  struc- 
re  and  Fund  expenses.  A  I  M  Distributors,  Inc.  10/96. 
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If  security  analysts  are  correct,  1997  should  be 
another  good  year  for  corporate  earnings. 
We  highlight  noteworthy  trends. 


The 

outlook 
for  next 
year 


By  Ronald  Boone  Jr.,  John  H.  Christy, 

Eric  S.  Hardy,  Steve  Kichen,  Shlomo  Z.  Reifman 

and  Robert  J.  Sherwood 

Illustrations  by  Dave  Klug 
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America's  gross  domestic  product  is  growing  at  only 
a  2.2%  annualized  pace,  but  this  seems  to  be  fine  with 
Wall  Street.  Through  mid-November  the  S&P  500  is  up 
20%  since  the  start  of  the  year. 

What  about  corporate  earnings?  With  3  quarters  on  the 
books,  the  1996  profit  of  the  s&P  500  index  is  expected 
to  reach  almost  $41  (before  one-time  gains  and  write- 
offs). That  represents  an  8%  gain  over  1995.  Next  year, 
securities  analysts  expect  the  s&P  500  to  earn  $46,  a  14% 
gain  over  the  latest  forecast  for  1996. 

Richard  Pucci,  an  executive  vice  president  at  ibes,  Inc., 
notes  that  the  s&P  500  sells  for  16  times  estimated  earn- 
ings one  year  forward,  a  record  high  since  ibes  began 
tracking  consensus  estimates  in  the  1970s.  Or  look  at  the 
p/e  against  trailing  earnings,  for  which  there  is  a  longer 
history.  At  a  recent  20,  this  measure  is  above  what  it  was 
in  the  1950s  and  1960s,  even  though  inflation  was  lower 
and  growth  was  greater  then. 

"A  sharp  rise  in  interest  rates  would  drive  down  the 
p/e,"  notes  Pucci.  "Otherwise,  the  market  going  forward 
should  mirror  the  advance  or  decline  in  earnings."  That 
14%  growth  forecast,  which  is  compiled  from  company- 
by-company  predictions  that  allow  nothing  for  one-time 
writeoffs,  may  prove  a  bit  too  optimistic.  Pucci  thinks  8% 
to  9%  will  be  closer  to  the  mark. 

Our  information  on  s&P  500  estimates  and  on  the  405 
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Forecasting  the  S&P  500 


Year 

Estimated 
P/E 

Current 
estimate  vs 
3  months  ago 

(%  change) 

Expected 
year-to-year 
EPS 
growth 

1995* 

19.4 

NA 

19% 

1996 

18.0 

-0.7% 

8 

1997 

15.8 

-0.5 

14 

1997  estimates  for  industry  groups 

Rising 

Falling 

auto  manufacturing 
natural  gas 
alternative  energy 
securities  brokerage 
savings  &  loan 

nonferrous  metals  — g 
electronics 
maritime  shipping 
medical  supplies 
truck  manufacturing 

*Actual.  NA:  Not  applicable. 

Source:  IBES.  Inc. 

The  S&P  500  sells  for  16  times 
estimated  1997  earnings. 


companies  in  this  report  are  from  ibes,  Inc.,  a  firm  that 
tabulates  estimates  on  17,500  companies  worldwide  from 
9,000  analysts  at  800  research  organizations.  We  start  our 
1997  earnings  preview  on  page  358  with  a  look  at  the 
1997  projections  for  the  bellwether  Dow  industrials  and 
two  other  important  Dow  averages — transportation  and 
utility  stocks. 

If  you  want  to  learn  more  about  next  year's  forecast  for 
automakers  and  auto  parts  suppliers,  see  page  362. 
Another  report,  starting  on  page  316,  lists  the  earnings 
estimates  and  discusses  the  valuations  of  America's  most 
important  technology  companies. 

If  the  lofty  earnings  multiples  of  technology  stocks 
make  you  nervous,  you  might  find  the  30  stocks  on  page 
368  more  useful.  The  analysts  are  in  close  agreement 
about  these  companies.  Unless  the  experts  are  all  wet, 
these  stocks  are  unlikely  to  yield  surprises,  either  positive 
or  negative. 

Page  370  lists  30  stocks  about  which  the  analysts  are  in 
strong  disagreement.  Here  is  an  opportunity  to  make 
some  money — particularly  if  the  analysts  with  the  most 
optimistic  estimates  are  correct. 

For  those  investors  who  think  that  America's  bull 
market  has  run  its  course,  or  are  just  looking  for  diversi- 
fication outside  the  U.S.,  our  listings  of  bargain  stocks  in 
developed  and  emerging  markets  start  on  page  379.  ■■ 
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The  Dow  Jones  industrial  average,  an 
unweighted  index  of  30  blue-chip  stocks,  is 
up  24%  so  far  this  year.  The  lot  of  them  sell 
for  18  times  their  1996  earnings  forecast 
of  $358  and  17  times  their  1997  forecast 
of  $380. 

Last  year  we  postulated  that  if  the  Dow's 
then-current  multiple  of  15  held,  and  if  the  1996 
forecast  of  $354  came  in  on  target,  the  Dow  would 
approach  5400  by  the  end  of  1996. 

Too  timid.  The  Dow  has  exceeded  that 
5400  number  by  almost  1,000  points.  It  has 
done  so  not  by  beating  the  earnings  expectation 


Dow  industrials 


Company 


-Price- 


Latest 


Market 


-1997  EPS  estimate- 


recent 

1996 

12-mo 

value 

mean 

number 

P/E 

agreement 

change 

P/E 

($mil) 

AlliedSignal 

72'/8 

62% 

20.7 

$20,393 

$4.17 

19 

17.3 

very  high 

Aluminum  Co  of  America 

61ft 

16 

20.4 

10,664 

5.48 

22 

11.2 

low 

American  Express 

507/s 

23 

14.7 

24,133 

4.05 

17 

12.6 

very  high 

AT&T 

373/s 

-15 

38.1 

60,502 

3.65 

33 

10.2 

average 

Bethlehem  Steel 

9ft 

-33 

37.0 

1,033 

0.43 

17 

21.5 

very  low 

Boeing 

913/4 

17 

29.9 

31,973 

5.22 

21 

17.6 

average 

Caterpillar 

73'/2 

25 

11.1 

2,878 

7.14 

25 

10.3 

average 

Chevron 

655/8 

25 

24.9 

12,655 

3.90 

31 

16.8 

average 

Coca-Cola 

523/4 

42 

39.1 

34,432 

1.64 

26 

32.1 

very  high 

Walt  Disney 

72ft 

23 

35.9 

180,120 

2.65 

32 

27.2 

average 

El  Dupont 

923/4 

33 

15.2 

52,038 

7.11 

24 

13.0 

average 

Eastman  Kodak 

833/4 

25 

20.3 

27,909 

5.06 

17 

16.5 

high 

Exxon 

90'/4 

11 

16.8 

112,077 

5.47 

34 

16.5 

average 

General  Electric 

104ft 

45 

24.5 

172,143 

4.93 

23 

21.1 

very  high 

General  Motors 

55ft 

5 

7.7 

47,381+ 

7.41 

23 

7.5 

low 

Goodyear  Tire  &  Rubber 

49ft 

9 

11.6 

7,691 

4.84 

13 

10.2 

high 

IBM 

145 

59 

15.4 

76,487 

12.77 

23 

11.4 

average 

International  Paper 

425/s 

13 

20.6 

12,785 

2.37 

22 

18.0 

low 

JP  Morgan 

88'/2 

10 

12.0 

16,502 

7.87 

25 

11.2 

average 

McDonald's 

48  ft 

7 

22.5 

33,749 

2.56 

30 

18.9 

high 

Merck 

82 

25 

27.1 

98,842 

3.65 

37 

22.5 

very  high 

Minnesota  Mining  &  Mfg 

81ft 

36 

32.6 

34,057 

4.11 

17 

19.8 

very  high 

Philip  Morris 

101ft 

12 

13.7 

82,789 

8.89 

25 

11.4 

very  high 

Procter  &  Gamble 

107ft 

29 

24.3 

73,350 

4.81 

24 

22.3 

very  high 

Sears  Roebuck 

48 

23 

17.0 

18,788 

3.49 

30 

13.8 

high 

Texaco 

101ft 

29 

22.0 

26,725 

6.04 

28 

16.7 

average 

Union  Carbide 

453/4 

22 

9.4 

5,931 

4.73 

20 

9.7 

low 

United  Technologies 

66 

39 

20.1 

7,977 

3.93 

19 

16.8 

very  high 

Westinghouse  Electric 

185/8 

14 

NM 

7,837 

0.39 

13 

48.0 

low 

Woolworth 

24ft 

86 

NM 

3,220 

1.57 

8 

15.4 

low 

One  year  ago  the 
1996  consensus 
estimate  for 
General  Electric 
was  $4.34 
a  share;  three 
quarters  later 
the  1996  esti- 
mate has  changed 
by  pennies. 
Earnings  at  GM 
are  much  harder 
to  call. 


Prices  as  of  Nov.  15.  tlncludes  H  Class  stock.  NM:  Not  meaningful. 
Sources:  IBES  Express;  Standard  &  Poor's  Slock  Guide 
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now  you  can 
judge  your 
whole  portfolio 
that  way. 


NOW  YOU  CAN  KNOW  HOW  YOUR  PORTFOLIO  IS  REALLY  DOING,  NOT  JUST  WHAT  THE 
ACCOUNT  BALANCE  IS.  PRUDENTIAL  SECURITIES  TRANSLATES  YOUR  INVESTMENTS' 

Prudential  Securities'  performance  into  a  single 

SM 

Investment  Performance  Review.  PERCENTAGE  FIGURE.  So  YOU  CAN 
evaluate  your  entire  portfolio  with  one  number,  just  like  you're  used  to 
seeing  for  individual  investments. 

You'll  receive  this  detailed  information  annually,  to  help  you 

DETERMINE  IF  YOUR  INVESTMENTS  ARE  MEETING  YOUR  FINANCIAL  GOALS.  It's  ONE 
MORE  WAY  WE'RE  TURNING  KNOWLEDGE  OF  THE  INVESTOR  INTO  ACTION.  FOR  MORE 
INFORMATION,  CALL  1  -  800-654-5454,  EXT.  200  TODAY. 

(These  hypothetical  examples  are  provided  for  informational  purposes  only.  They  are  not  intended 
to  represent  any  specific  investments,  and  are  not  indicative  of  past,  present,  or  future  performance.) 


Prudential  Securities^ 


http://www. prusec.com 

Knowing   the  Investor 


it  :YMtS 


Compa 


-Price- 


Latest 


Market 


-1997  EPS  estimate- 


let  cf  U 

1  QQfi 

1  0  mn 

it-mo 

value 

mcsn 

numuci 

P/F 

dgicclllclll 

change 

P/E 

($mil) 

AMR 

85!4 

15% 

17.0 

$7,752 

$9.77  - 

15 

8.7 

low 

Airborne  Freight 

21'/4 

-20 

15.9 

449 

1.59 

11 

13.4 

average 

Alaska  Air 

227/s 

42 

7.6 

331 

2.91 

12 

7.9 

low 

APL  Limited 

23 

0 

•15.6 

593 

2.89 

3 

7.9 

high 

Burlington  Northern/Santa  Fe 

86'/8 

10 

38.4 

13,181 

6.99 

19 

12.3 

average 

Caliber  System 

19'/2 

-60 

NM 

764 

1.61 

9 

12.1 

low 

Conrail 

97V5 

39 

49.3 

7,874 

5.75 

18 

16.9 

average 

Consolidated  Freightways 

253/4 

-3 

60.0 

1,134 

1.87 

9 

13.8 

average 

CSX 

443/8 

-3 

10.7 

9,399 

4.35 

20 

10.2 

average 

Delta  Air  Lines 

747/8 

2 

72.0 

5,769 

9.36 

14 

8.0 

low 

Federal  Express 

417/s 

13 

16.3 

2,385 

3.29 

6 

12.7 

average 

Illinois  Central 

343/s 

34 

16.0 

2,111 

2.59 

15 

13.3 

average 

Norfolk  Southern 

893/s 

13 

15.3 

11,265 

6.64 

21 

13.5 

high 

Ryder  System 

297/8 

21 

19.3 

2,426 

2.33 

11 

12.8 

average 

Southwest  Airlines 

237/s 

4 

16.2 

3,460 

1.78 

22 

13.4 

average 

UAL 

501/. 

13 

9.4 

2,935 

7.78 

13 

6.5 

average 

USAir  Group 

2014 

55 

6.4 

1,316 

2.25 

14 

9.1 

low 

Union  Pacific 

57V& 

-13 

12.2 

13,919 

4.07 

19 

14.0 

average 

XTRA 

407/s 

-4 

15.6 

640 

3.11 

4 

13.1 

high 

Yellow 

16'/4 

32 

NM 

457 

1.03 

11 

15.8 

low 

The  Dow  trans- 
ports has  only 
one  airline — 
Southwest — 
that  sells 
at  double-digit 
multiples  relative 
to  its  1997 
estimate. 


Prices  as  of  Nov.  15.  NM:  Not  meaningful. 

Sources:  IBES  Express;  Standard  &  Poor's  Stock  Guide. 


(which  seems  to  be  right  on  the  money)  but  by  climbing 
to  an  ever-higher  multiple  of  earnings.  At  18  times  cur- 
rent-year earnings,  the  Dow  is  humming  along  on  a 
multiple  that  is  one-third  higher  than  the  average  multi- 
ple it  has  enjoyed  in  the  20th  century. 

Now  where  are  we?  The  analysts  are  talking  about 

Dow  utilities 


earnings  of  $380  next  year.  If  the  18  multiple  holds,  we 
could  see  a  Dow  near  7000.  There's  no  telling  if  the 
multiple  will  stay  so  far  above  the  norm.  There's  also 
room  for  surprises  in  the  earnings  numbers  (see  "analyst 
agreement"  column  in  the  table),  but  probably  not  as 
much  as  for  surprises  in  that  crazy  multiple. 


Company 

Price  

Latest 

Market 

-1997  EPS  estimate  

recent 

1996 

12-mo 

value 

mean 

number 

P/E 

agreement 

change 

P/E 

($mil) 

American  Electric  Power 

42 

4% 

13.4 

$7,872 

$3.17 

21 

13.2 

average 

Centerior  Energy 

10% 

15 

11.8 

1,517 

1.06 

17 

9.7 

low 

Consolidated  Edison 

293/4 

-6 

10.3 

6,991 

2.91 

19 

10.2 

high 

Consolidated  Natural  Gas 

56'/4 

24 

18.1 

5,318 

3.28 

21 

17.1 

average 

Detroit  Edison 

32'/4 

-7 

15.3 

4,680 

2.99 

21 

10.8 

high 

Edison  International 

19'/8 

13 

11.9 

8,714 

1.71 

21 

11.6 

average 

Houston  Industries 

23'/8 

-5 

15.4 

6,044 

1.91 

20 

12.1 

high 

Niagara  Mohawk  Power 

m 

-11 

9.8 

1,227 

1.21 

19 

7.0 

low 

Noram  Energy 

153/s 

73 

24.8 

2,107 

0.80 

15 

19.2 

low 

Pacific  Gas  &  Electric 

237/s 

-16 

12.6 

9,926 

2.07 

23 

11.5 

average 

PanEnergy 

413/4 

50 

18.2 

6,304 

2.58 

18 

16.2 

high 

PECO  Energy 

263/s 

-12 

11.9 

5,869 

2.70 

25 

9.8 

average 

Peoples  Energy 

355/s 

-42 

12.6 

1,245 

2.50 

11 

14.3 

average 

Public  Service  Enterprises 

28'/4 

-11 

12.9 

6,907 

2.64 

23 

10.7 

average 

Unicom 

27 

-18 

9.6 

5,819 

3.03 

22 

8.9 

average 

Prices  as  of  Nov.  15. 

Sources:  IBES  Express;  Standard  &  Poor's  Stock  Guide. 


These  15  Dow 
utility  stocks  sell 
for  an  average  of 
12  times  estimat- 
ed 1997  earnings. 
The  most  expen- 
sive, Noram 
Energy,  is  priced 
at  19  times. 
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ce.  Snake.  Chicken's  feet.  Octopus.  In  Asia,  all  kinds       and  cars  than  any  other  nickel  producer.  (China  alone 
things  go  into  a  rice  bowl.  But  one  item  is  really       manufactures  40  million  bikes  a  year.)  We're  also 
rprising:  nickel.  Let  us  explain.  For  years,  stainless       a  popular  item  on  the  menu  of  Asia's  architects, 


jel  has  been  an  ingredient  of  cutlery 
d  cookery  in  North  America, 
cause  it  doesn't  trans- 
t  food's  taste  or 
or.  Now,  for  the 
me  reason, 

being  used 

make  rice 
wis  and  chop- 
cks  in  Asia, 
hich  is  appetizing 
ws  for  the  investor 
cause  Inco  makes  the  nickel 
it  makes  the  stainless 
:el.  And  rice  bowls  aren't 
;  only  thing  we  bring  to 


the  table.  Inco  nickel 


construction  engineers  and  railway 
manufacturers.  As  well,  our 
nickel  alloys  are  in 
increasing  demand 
for  a  number 
of  high-tech 
applications, 
from  personal 
computers  and 
televisions  to 
chip  boards.  And 
our  presence  in  Asia  is 
no  recent  development.  In  fact, 
we've  been  there  for  years,  nurturing  the 
local  relationships  so  crucial  to  stable,  long  term  growth 
in  Asia.  So,  what's  in  the  rice  bowl  for  you?  If 
you're  an  investor,  plenty.  For  your  copy  of  Inco's 
1995  Annual  Report,  or  for  a  free  video  further 
detailing  our  current  activities  throughout  Asia, 


is  playing  a  key  role  in  many  of  Asia's       please  call  us  today  toll-free  at  1-800-361-INCO. 


oming  industries.  For  instance,  we  make  more 
ms  of  nickel  for  the  plating  of  bicycles,  motorcycles 


inco 

STRONGER  FOR  OUR  EXPERIENCE 


Outlook 
for  Detroit 

American  automakers  will  not  post  record  profits  in 
1996,  but  folks  in  Detroit  had  a  pretty  good  year 
nonetheless.  Chrysler  showed  strong  earnings  gains  over 
1995.  Analysts  think  gm's  1996  results  will  be  off  18% 
from  1995  earnings  of  $7.28  a  share  but  still  quite 
respectable. 

Next  year  things  get  a  bit  tricky.  The  1997  consensus 
figures  for  Chrysler  are  1%  below  the  1996  forecast. 
General  Motors — which  was  in  the  midst  of  a  profit- 
draining  model  changeover  in  1996 — is  expected  to 
show  the  biggest  increase,  a  gain  of  24%. 

As  a  group,  Chrysler,  GM  and  Ford  sell  for  7  times  esti- 
mated 1997  profits;  the  5  foreign  automakers  have  a 
1997  p/e  of  16.  There's  clearly  room  for  growth  here — 
if  earnings  merely  hold  up. 


Car  and  car  parts 

Company 

 Price- 

Earnings  per  share 

P/E 

Market 

Agreement 

makers  trade  at 

recent 

YTD 

1995 

1996 

1997 

1997 

value 

an  average  of  13 

change 

est 

est 

est 

($mil) 

times  their  likely 

Auto  manufacturers 

earnings.  But 

Chrysler 

323/< 

19.0% 

$2.77 

$4.88 

54.83 

6.8 

$23,862 

low 

those  earnings 

Daimler-Benz 

64'/8 

26.3 

-2.45 

1.97 

3.49 

18.4 

32,945 

average 

are  very  sensitive 

Fiat 

15'/8 

-3.2 

1.38 

1.53 

1.66 

9.1 

9,686 

low 

to  economic 

Ford  Motor 

313/8 

8.7 

3.58 

3.55 

4.08 

7.7 

37,194 

low 

downturns. 

General  Motors 

55'/2 

5.0 

7.28 

6.00 

7.41 

7.5 

47,381t 

low 

Honda  Motor 

517s 

24.6 

1.36 

2.40 

3.51 

14.8 

24,809 

average 

Toyota  Motors 

51 

20.7 

1.24 

1.55 

1.90 

26.8 

96,207 

low 

Volvo 

2l'/4 

19.5 

3.03 

2.71 

1.79 

11.9 

9,822 

low 

Auto  parts 

Borg-Warner  Automotive 

39'/2 

23.4 

3.15 

3.34 

4.35 

9.1 

931 

very  high 

Breed  Technologies 

24'/8 

31.8 

2.00* 

2.07 

2.92 

11.8 

771 

low 

Dana 

3iy8 

6.4 

2.84 

3.00 

3.08 

10.1 

3,166 

average 

Danaher 

42'/s 

34.0 

1.81 

2.13 

2.43 

17.5 

2,485 

high 

Eaton 

663/4 

24.5 

5.13 

4.67 

5.13 

13.0 

5,180 

average 

Echlin 

33  % 

-8.9 

2.30* 

2.73 

3.03 

12.2 

2,043 

average 

Federal  Mogul 

223A 

15.9 

-0.53 

0.96 

1.35 

16.9 

798 

low 

Gentex 

21'/4 

93.2 

0.55 

0.75 

0.97 

21.9 

733 

average 

Genuine  Parts 

44'/2 

8.5 

2.52 

2.75 

3.01 

14.8 

5,358 

high 

Johnson  Controls 

745/s 

8.7 

5.12* 

5.79 

6.85 

12.9 

3,092 

average 

Lear 

361/4 

25.0 

1.79 

2.40 

3.09 

11.7 

2,328 

very  high 

Magna  International 

535/s 

24.0 

3.35* 

4.09 

4.68 

13.1 

3,710 

average 

MascoTech 

163/s 

50.6 

0.81 

1.10 

1.58 

10.4 

902  " 

average 

Modine  Manufacturing 

24'/4 

0.0 

2.02 

2.16 

2.60 

9.3 

724 

high 

AO  Smith 

273/s 

32.7 

2.94 

3.11 

3.47 

7.9 

573 

very  high 

Superior  Industries  Intl 

257/s 

-1.9 

1.78 

1.69 

2.03 

12.7 

736 

average 

Trinova 

35'/s 

22.7 

3.20 

3.22 

3.52 

10.0 

988 

average 

Prices  as  of  Nov.  15.  'Reported  earnings,  tlncludes  H  Class  stocks. 

Sources:  IBES  Express;  Standard  &  Poor's  Stock  Guide. 
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The  New 


Market  Course 


If  you  have  any  interest  in  investing,  even  if  you  already  own  FORBES  Stock  Market 
Course,  you  will  want  to  own  this  new  thoroughly  updated  edition.  Find  out  about  the 
goals  of  today's  smart  investors  and  how  they  go  about  attaining  them. 

To  begin,  the  Course  deals  with  risk  as  a  prime  concern.  It  describes  the  level  of  risk  attached  to  various  investments  and  guides  you 
towards  your  own  "comfort  level"  of  risk  and  reward.  The  sample  portfolios  for  a  retirement  fund  or  to  fund  a  child's  education  show 
these  risk/ reward  factors  at  work. 

Then  there  is  the  issue  of  how  much  time  you  want  to  spend  on  your  investments.  The  Course  offers  a  choice.  The  active  investor 
attempts  to  beat  the  market  in  a  program  of  buying  low  and  selling  high.  Clearly,  this  requires  closer  attention  than  passive  investing 
where  stocks  are  bought  and  held  to  allow  dividends  and  appreciation  to  produce  a  return.  The  Course  will  give  you  an  understanding 
of  the  forces  that  drive  the  market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the  factors  affecting  the  prices  of 
individual  stocks.  It's  not  complicated  and  it  certainly  puts  you  in  better  control  of  your  investment  decisions. 

You  can  even  find  out  how  to  make  money  in  a  down  market.  The  Course  devotes  an  entire  section  to  bear  market  investing. 

You  can  enjoy  the  Course  as  a  straight  "read  through"  or  refer  to  individual  sections  as  you  need  them.  It  comes  in  a  handsome  sturdy 
binder  with  tabbed  pages  marking  each  of  its  16  sections.  The  text  is  generously  spaced  with  a  blank  page  facing  each  page  of  text  for 
making  notes. 

PARTIAL  LIST  OF  CONTENTS 

How  to  choose  a  broker  •  Broker  commissions  •  How  to  place  an  order  •  Sources  of  information  •  Market  patterns  (how  to  chart  stock 
market  movements)  •  Dollar-cost  averaging  •  Buying  on  margin  •  How  to  read  the  tape  •  The  Dow  theory  •  Indexes:  the  Dow,  the 
Russell  2000,  the  Wilshire  5000  •  Bonds  and  preferred  stocks  •  Derivatives  including  options  •  How  to  read  a  company's  financial 
statement  •  Mutual  funds 

ORDER  NOW 

The  new  FORBES  Stock  Market  Course  is  just  off  the  press.  Make  sure  you  are  among  the  first  to  own  it  by  sending  $89.50  (or  use 
your  credit  card)  with  the  form  below.  Priced  at  less  than  a  hundred  dollars,  the  Course  costs  far  less  than  investment  courses  at  local 
colleges  which  can  run  to  four  hundred  dollars  or  more.  Order  now.  Satisfaction  guaranteed  or  money  back. 


FORBES  STOCK  MARKET  COURSE 
ORDER  FORM  AND  GUARANTEE 

Send  me  the  new  edition  of  FORBES  Stock  Market  Course  with  FORBES  80-year  Wall  Chart  of 
Business  and  Security  Trends  and  The  Glossary  of  Investment  Terms  as  a  bonus.  My  payment  of  $89.50 
(or  credit  card  details)  is  enclosed.  If  not  satisfied,  I  may  return  the  Course  within  ten  days  and  receive  a 
full  refund  or  credit. 

NAME   


PI  E  \M-  PUIS  I 


ADDRESS. 


CITY 


STATE . 


ZIP 


FOR  FASTER  SERVICE,  CALL  1-800-888-4525  EXT  652 

□  Check  for  $89.50  enclosed*     □  Charge  my  credit  card  DAmex  □  Mastercard  □  Visa 
Name:  


Number: 


Exp.  Date: 


*  Buyers  in  New  York  City  add  8  1/4%  sales  tax-  other  N.V.,  Ca.  and  III.  as  required  by  law. 

FORBES,  INC.  ,  60  Fifth  Avenue,  New  York  N.Y.  1001 1 


Bargains: 


s 


The  s&p  500  sfxls  for  16  times  the  profits  these  companies  are 
supposed  to  deliver  next  year.  These  25  stocks  are  all  cheaper,  with 
forward  price/earnings  multiples  between  6  and  15. 
Continental  Airlines,  for  example,  is  priced  at  only  6  times  its  1997  esti- 
mate, Northwest  Airlines  at  7  times.  Why? 

Wall  Street  puts  a  low  value  on  cyclical  companies  like  those  in  the  airline 
business.  It  assumes  that  this  economic  up  cycle,  which  started  in  October 
1990,  is  getting  old.  One  sign  of  this  uncertainty:  The  consensus  1997  esti- 
mates for  Continental  and  Northwest  are  lower  than  their  1996  forecasts. 

What  happened  to  a  similar  list  of  unloved  stocks  that  we  published  a  year 
ago?  As  a  group,  the  30  stocks  are  up  12%,  against  23%  for  the  s&P  500.  In 
short,  cyclical  stocks  have  not  been  beloved  in  this  market.  Despite  this  dis- 
mal performance,  the  group  had  some  notable  winners.  For  example, 
CasTech  Aluminum  Group,  Delphi  Financial  Group  and  Ziegler  Coal 
Holding  scored  gains  of  50%  or  more. 
Markets  change.  If  the  economy  shows  signs  of  continuing  strength,  the  cycli- 
cals could  regain  favor.  From  the  price/earnings  multiple  point  of  view,  they  have 
a  lot  of  room  on  the  up  side. 


Exch  Company/business  Recent  P/E        1996   1997  EPS  estimate  

price  EPS      mean       number     P/E  agreement 

est 


n 

Agco/manufactures  and  distributes  farm  equipment 

26 

11.1 

$2.46 

$2.97 

13 

8.8 

average 

n 

AK  Steel  Holding/integrated  steel 

363/s 

6.1 

4.97 

4.85 

16 

7.5 

low 

n 

Arcadian/nitrogen  fertilizers 

245/8 

7.9 

3.21 

3.42 

10 

7.2 

average 

n 

Case/manufactures  farm  &  construction  equipment 

48'/8 

11.1 

4.46 

4.95 

22 

9.7 

average 

n 

Cedar  Fair/amusement  parks 

365/8 

12.0 

3.26 

3.51 

5 

10.4 

high 

n 

Chiquita  Brands  International/produces  fresh  fruit  &  vegetables 

13 

NM 

0.88 

1.33 

6 

9.8 

low 

n 

Cincinnati  Milacron/machme  tools 

20'/8 

6.3 

1.73 

2.02 

10 

10.0 

average 

n 

Continental  Airlines/airline 

247/s 

5.0 

4.87 

4.13 

13 

6.0 

low 

n 

Delta  Air  Lines/airline 

747/s 

72.0 

1.42* 

9.36 

14 

8.0 

low 

n 

Freeport  McMoRan  Resources/produces  phosphate  fertilizer 

173/4 

9.8 

1.67 

2.06 

11 

8.6 

low 

n 

Georgia  Gulf/chemicals 

28'/2 

12.2 

1.96 

2.89 

14 

9.9 

low 

n 

Health  Systems  International/HMOs  in  western  US 

243/4 

12.2 

2.10 

2.46 

10 

10.1 

average 

n 

IBP/runs  slaughterhouses 

2614 

10.8 

2.58 

2.92 

10 

9.1 

low 

n 

King  World  Productions/distributes  &  syndicates  TV  programs 

37'/2 

9.8 

3.15* 

3.79 

11 

9.9 

low 

n 

Lafarge/produces  cement 

WA 

10.7 

1.74 

2.05 

8 

9.4 

average 

n 

Lyondell  Petrochemical/petrochemicals 

22V» 

18.0 

1.30 

2.64 

15 

8.6 

very  low 

0 

Northwest  Airlines/airline 

383/8 

8.1 

6.26 

5.62 

10 

6.8 

average 

n 

Owens-Corning/msulation 

39'/2 

NM 

4.68 

5.19 

10 

7.6 

average 

n 

Owens-Illinois/manufactures  plastic  packaging  prods 

W/t 

11.0 

1.58 

1.73 

8 

9.9 

average 

n 

Tandem  Computers/multiprocessor  computers 

133/4 

NM 

-0.15* 

0.93 

16 

14.8 

low 

n 

Terra  Industries/fertilizers;  agricultural  services 

143/4 

8.9 

1.71 

1.82 

12 

8.1 

average 

n 

UAL/airline 

50'/4 

9.4 

7.71 

7.78 

13 

6.5 

average 

n 

Union  Carbide/chemicals  &  plastics 

453/4 

9.4 

4.19 

4.73 

20 

9.7 

average 

n 

USG/gypsum  products 

30'/2 

NM 

3.85 

3.95 

5 

7.7 

average 

n 

USX-US  Steel  Group/integrated  steel 

293/4 

13.3 

2.29 

3.10 

18 

9.6 

very  low 

Prices  as  of  Nov.  15.  'Reported  earnings  NM  Not  meaningful,  n:  New  York  Stock  Exchange  0:  Nasdaq. 
Sources:  IBES  Express.  IBES,  Inc.  and  Market  Guide  via  OneSource  Information  Sen/ices. 


These  stocks  are  trading  at  below-market  multiples  of  their  estimated  1997  earnings. 
But  the  estimates  in  most  cases  are  shaky:  Agreement  among  analysts  is  low. 
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Is  your  retained  risk  safe 
from  the  great  unknown? 


You  chose  to  self-insure  so  you  could  control  the  cost  of 
isk.  But  risks  change,  and  you  need  a  plan  that  is  as 
lexible  as  it  is  secure. 

AM-RE  MANAGERS  is  a  dynamic,  innovative  team  of 
>rofessionals  exclusively  dedicated  to  meeting  the  needs 
if  the  self-insured.  We  can  help  you  improve  risk  man- 
igement,  manage  claims  and  provide  risk  financing  to 
idd  long-term  stability  to  your  balance  sheet. 
We  are  organized  by  client  needs,  not  by  product  line.  So 
ve're  free  to  draw  on  global  resources  to  get  a  total  picture 


of  your  business.  From  there,  we  can  build  a  customized 
program  that  improves  the  efficiency  of  your  risk  retentions 
and  keeps  you  in  control,  regardless  of  what  lies  ahead. 
If  you  want  to  keep  your  head  above  the  clouds,  ask  your 
broker  about  AM-RE  MANAGERS. 

AM-RE  MANAGERS,  INC. 

A  subsidiary  of  American  Re  Corporation. 

685  College  Road  East,  Princeton,  NJ  08543-5241  (609)  275-2000. 

American  Re  Corporation  Group  is  rated  A+  (Superior)  by  A.  M.  Best 
and  has  statutory  assets  of  $5.1  billion. 


tlanta,  Beijing,  Bermuda,  Bogota,  Boston,  Brussels,  Buenos  Aires,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City.  London,  Los  Angeles, 
lelbourne,  Mexico  City,  Minneapolis,  Montreal,  New  York,  Philadelphia,  Princeton,  San  Francisco,  Santiago,  Singapore.  Sydney,  Tokyo,  Toronto,  Vienna 


ILL 
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t  of  the  hole 


These     companies  lost 
money  in  1995,  and  Wall 
Street  can't  bring  itself  to 
put  much  of  a  positive  spin 
on  their  1996  prospects, 
either.  Next  year  could  be 
another  story. 
For  example,  Converse,  the 
athletic  shoe  company,  last 
year  lost  $72  million,  or  $4.30 
a  share,  and  is  expected  to  lose 
92  cents  a  share  in  1996.  But 
security  analysts  think  that 
1997  will  be  a  turnaround 
year.  The  1997  forecast: 
45  cents. 
The  column  on  the 
far  right,  which  indicates 
analyst  agreement,  shows 
how  hard  it  is  to  predict  a  recovery.  Most  of  the  com- 
panies show  a  very  low  level  of  agreement  among  the 
professionals  who  monitor  them.  NeXstar  Pharmaceuticals, 
which  researches  and  develops  drugs,  has  a  consensus  estimate  of 
57  cents  a  share,  but  the  seven  experts  who  follow  it  are  all  over  the  lot — 
from  0  cents  to  $2.10. 

A  lot  of  these  are  high-tech  stocks  that,  even  with  a  1997  earnings  bounce, 
are  trading  at  extremely  high  multiples. 


Exch 

Company/business 

 Price- 

1996 

Latest 

1997  EPS  estimate  

recent 

1996 

EPS 

12-mo 

mean 

number 

agreement 

change 

est 

EPS 

0 

Argyle  Television/television  stations 

27 

59% 

$-0,23 

$-1.70 

$0.22 

2 

very  low 

0 

Centocor/develops  diagnostic  test  kits 

28 

-9 

-0.43 

-0.57 

0.52 

19 

very  low 

n 

Converse/athletic  footwear  &  apparel 

9 

118 

-0.92 

-3.29 

0.45 

2 

very  high 

0 

DepoTech/drug  delivery  system  manufacturer 

133/4 

-29 

-1.06 

-1.30 

0.21 

2 

very  low 

0 

Eclipse  Surgical  Technologies/designs  laser-based  surgical  products 

9 

-44 

-0.11 

-0.12 

0.33 

3 

low 

0 

Endosonics/develops  diagnostic  catheters  &  ultrasound  systems 

11  Vi 

-24 

-0.18 

-0.37 

0.24 

4 

very  low 

0 

Geoworks/software 

2bV» 

35 

-0.54 

-0.59 

.  0.53 

3 

very  low 

0 

Incyte  Pharmaceuticals/researches  &  develops  biopharmaceuticals 

40'/2 

62 

-0.38 

-0.98 

0.96 

5 

low 

n 

Marvel  Entertainment  Group/comic  books,  trading  cards,  toys 

33/s 

-74 

-0.04 

-0.54 

0.59 

3 

very  low 

0 

NeXstar  Pharmaceuticals/pharmaceuticals 

135/s 

-16 

-0.34 

-0.80 

0.57 

7 

very  low 

a 

North  American  Vaccine/develops  immunobiological  products 

183/s 

30 

-0.30 

-0.59 

0.66 

4 

very  low 

0 

Numar/oil  &  gas  exploration 

157/s 

43 

-0.18 

-0.43 

0.36 

2 

high 

0 

TransTexas  Gas/explores  for,  develops  &  produces  gas 

13'/2 

0 

-0.09 

1.00 

0.91 

2 

very  low 

0 

Trescom  International/long  distance  telephone  carrier 

12 

0 

-0.14 

-0.20 

0.68 

3 

low 

0 

Verity/software 

ll3/4 

-73 

-0.13 

.  -0.03 

0.41 

2 

high 

Prices  as  of  Nov.  15.  a.  American  Stock  Exchange.  n:  New  York  Stock  Exchange.  0:  Nasdaq. 
Sources:  IBES  Express;  IBES,  Inc.  and  Market  Guide  via  OneSource  Information  Services. 


These  stocks  are  supposed  to  return  to  profitability  in  1997.  But  you  can't  take  those  profits  to  the  bank. 
The  analyst  agreement  column  tells  you  that  a  lot  of  these  rosy  forecasts  are  in  dispute. 
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Global  Private  Banking 


SECURITY  IS  THE  MAIN  REASON 
WHY  SO  MANY  CLIENTS  BANK 
WITH  US.  AND  STAY  WITH  US. 


Headquarters  of  Republic 
National  Bank  of  New  York 
(Suisse)  S.A..  in  Geneva. 


Many  private  banking  clients  split  their  assets 
three  ways.  They  keep  a  part  for  special  opportu- 
nities. Anoth  er  part  for  longer-term  growth. 
And,  very  importantly,  a  part  they  know  is  abso- 
lutely secure. 

At  Republic  we  are  well  equipped  to 
provide  our  clients  with  all  three  options.  But 
what  the  bank  is  best  known  for,  world-wide,  is 
its  outstanding  security. 
We  assure  security  by  maintaining  some  of 
the  strongest  capital  ratios  in  the  banking  indus- 
try, a  high  degree  of  operating  efficiency  and  a 
relatively  small  loan  portfolio.  Our  credit  ratings 
are  AA. 

Clients  sense  this  security  in  the  quality  of 
our  service:  personalized,  responsive,  but  meticu- 
lously discreet.  Which  is  why  they  bank  with  us, 
and  stay  with  us.  Security  and  service,  after  all, 
are  the  heart  and  soul  of  Republic. 


World  Headquarters  of 
Republic  National  Bank  of 
New  York  in  New  }ork. 


|||  Republic  National  Bank  of  New  York 

Strength.  Security.  Service. 


New  York  •  Geneva  •  London  ■  Beijing  •  Beirut  •  Beverly  Hills  •  Buenos  Aires  *  Cayman  Islands  ■  Copenhagen  ■  Gibraltar 
Guernsey  ■  Hong  Kong  •  Jakarta  •  Los  Angeles  *  Lugano  •  Luxembourg'  ■  Manila  •  Mexico  City  •  Miami  ■  Milan  •  Monte  Carlo  -  Montevideo 
Montreal  •  Moscow  •  Nassau  •  Paris  ■  Pertli  •  Punta  del  Hste  -  Rio  de  Janeiro  ■  Santiago  •  Singapore  *  Sydney  •  Taipei  •  Tokyo  •  Toronto  •  Zurich 

©  Republic  National  Bant  oi  New  York,  \9Qo 
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sy-and 
rough-riders 

ANALYSTS  are  of  one  mind  when  it  comes  to  the  com- 
panies on  this  page:  Earnings  forecasts  cluster  close  to 
the  mean.  No  matter  what  shape  the  economy  is  in, 
people  still  buy  toothpaste  and  deodorant  from  Colgate- 
Palmolive  arid  groceries  from  Kroger.  And  there  are  few 
industries  that  can  beat  electric  utilities  in  terms  of  earn- 
ings predictability  (see  p.  358  for  estimates  on  the  Dow 
utility  stocks). 


Exch  Company/business 

1  QQfi 

Latest  12-month 

1997  EPS  estimate  

UUJl  IgC 

price 

est  EPS 

EPS 

P/E 

mean 

high 

low 

number 

vs 1996 

n 

American  Dranas/iuDacco  &  aiconoiic  Devciages 

49 

$3.11 

$3  ft/1 

10.1 

$3.42 

4>o.  jj 

1 A 

10% 

n 

B6ld6n/6l6Ctric  csble  &  wire 

303/i 

2.11 

9  ft  5 

L.KJJ 

1  ^  ft 

2.39 

9  q  t; 

L.J  J 

Q 

13 

0 

Ricuc  fmVm  m/H  ata  nrnpoccino  fnr  hanltc 
Dlbyb  laiUUp/Ud  1  a  piUL-ciolllg  IU1  Udllfto 

38'/8 

0.72* 

ft  7Q 

U./  J 

HO.O 

1.55 

1  R7 

X.J/ 

1 

1.  JO 

o 

0 

115 

n 

Bristol-Myers  Squibb/pharmaceuticals 

3. bo 

3.97 

27.6 

b.li 

6.40 

6.05 

35 

i  n 
1U 

n 

Brown-Forman/alcoholic  beverages 

461/8 

2.50 

2.32 

19.9 

2.71 

2.75 

2.70 

7 

8 

n 

Campbell  Soup/canned  soup 

827/s 

3.22* 

3.22 

25.7 

3.63 

3.75 

3.45 

24 

15 

n 

Clorox/home  cleaning  products 

107'/8 

4.28* 

4.43 

24.4 

4.80 

4.85 

4.75 

15 

12 

n 

Coca-Cola/soft  drinks 

523/4 

1.39 

1.35 

39.1 

1.64 

1.68 

1.58 

26 

18 

n 

Colgate-Palmolive/personal  grooming  &  home  cleaning  products 

943/4 

4.20 

3.80 

24.9 

4.83 

4.90 

4.70 

20 

15 

n 

Estee  Lauder/cosmetics 

463/s 

1.17* 

1.21 

38.3 

1.40 

1.40 

1.40 

8 

20 

n 

Federal  Signal/safety  equipment 

26  ji 

1.36 

1.21 

21.9 

1.57 

1.60 

1.55 

5 

15 

0 

Fiserv/data  processing  for  banks 

36'/8 

1.34 

—1.21 

NM 

1.60 

1.65 

1.56 

12 

19 

n 

Fisher  Scientific/laboratory  supplies 

46*4 

2.41 

1.47 

31.5 

3.00 

3.00 

3.00 

4 

24 

n 

GTE/telecommunications 

44ft 

2.87 

2.81 

15.7 

3.17 

3.25 

3.10 

23 

10 

n 

Harman  International/audio  &  video  components 

51ft 

3.16* 

3.16 

16.3 

3.54 

3.57 

3.50 

5 

13 

n 

Kaydon/tabricates  metal 

407s 

3.06 

2.88 

14.2 

3.42 

3.45 

3.40 

5 

12 

n 

Kroger/supermarket  &  convenience  stores 

467/s 

2.67 

2.60 

18.0 

3.25 

3.30 

3.20 

15 

22 

n 

Lennar/home  construction 

235/s 

2.42 

2.19 

10.8 

2.83 

2.85 

2.80 

5 

17 

n 

Mallinckrodt/medical  products  &  specialty  chemicals 

45 

2.77* 

2.74 

16.4 

2.85 

2.95 

2.79 

10 

3 

n 

Norwest/bank 

435/8 

3.10 

2.92 

14.9 

3.50 

3.55 

3.40 

39 

13 

n 

Procter  &  Gamble/laundry,  cleaning  &  personal  care  products 

107'/8 

4.29* 

4.41 

24.3 

4.81 

4.85 

4.60 

24 

12 

n 

Providian/financial  services  &  life  insurance 

50'/2 

4.53 

4.37 

11.6 

4.99 

5.05 

4.94 

18 

10 

0 

Quorum  Health  Group/hospital  management 

275/s 

1.39* 

1.45 

19.0 

1.66 

1.75 

1.65 

15 

19 

n 

Rite  Aid/drugstores 

36ft 

2.13 

1.88 

19.4 

2.42 

2.48 

2.35 

14 

14 

n 

Sara  Lee/packaged  food  products 

39'/8 

1.83* 

1.87 

21.3 

2.03 

2.09 

1.95 

22 

11 

n 

Sysco/wholesale  food  distributor 

347/8 

1.52* 

1.57 

22.2 

1.75 

1.80 

1.72 

22 

15 

n 

Textron/defense  contractor 

917/8 

5.59 

4.70 

19.5 

6.46 

6.55 

6.30 

9 

16 

n 

UST/tobacco  products 

317/s 

2.45 

2.38 

13.4 

2.72 

2.75 

2.67 

19 

11 

n 

Walgreen/drugstores 

423/s 

1.50* 

1.50 

28.3 

1.70 

1.74 

1.67 

22 

13 

n 

World  Color  Press/commercial  printer 

22ft 

1.35 

0.36 

61.8 

-1.68 

1.70 

1.65 

4 

24 

Prices  as  of  Nov.  15.  'Reported  earnings.  NM:  Not  meaningful,  n:  New  York  Stock  Exchange.  0:  Nasdaq. 
Sources:  IBES  Express,  IBES.  Inc..  Market  Guide  and  Value  Line  via  OneSource  Information  Services. 


Don't  expect  very  many  surprises  from  these  companies. 
The  experts  are  close  to  unanimous  in  their  opinions. 
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Schwabs  advice  to  investors 


If  You  Don't  Have 
A  Strategy  For  Retirement, 
Consider  This  A  Wake-up  Call. 


Investing  for  retirement  is  the  most 
important  investing  many  people  will  ever 
do.  Yet  too  many  of  them  just  haven't  put 
all  the  pieces  together. 

They  may  have  an  IRA  or  two, 
401(k)  plan  and  funds  in  a 
money  market  account.  But  what 
they  don't  have  is  a  disciplined 
approach  that  can  bring  order 
and  purpose  to  their  investments. 

So  how  does 
an  intelligent 
investor  go 
about  it? 

We  at  Schwab  believe  the  best  way 
is  to  develop  a  well-conceived  invest- 
ment strategy  that  takes  into  account 
your  time  horizon,  investment  objec- 
tives and  tolerance  for  risk. 

If  you're  years  away  from  retirement, 
you  may  want  to  invest  in  equities.  No 
other  form  of  investment  has  matched 
their  performance  over  the  past  70  years*. 

If  you're  closer  to  retirement,  you 
may  want  to  pursue  a  more  conservative 
strategy  that  emphasizes  fixed  income 
investing.  Bonds  and  bond  funds  typi- 
cally deliver  consistent  income  without 


If  you  aren't  paying  attention  to  your 
retirement  accounts  now,  it  could  all 
seem  like  a  bad  dream  later  on. 


the  volatility  that  characterizes  equities. 

(Of  course,  no  one  can  guarantee 
that  by  actively  managing  your  retire- 
ment investments,  you're  going  to  pro- 
duce great  results.  Your  investment 
skills,  ability  to  process  information  and 
stock  market  performance  will  all  play  a 
role  in  the  outcome.) 

Our  commitment 
to  your  retirement. 

Charles  Schwab  was  one  of  the  first 
companies  to   introduce  no-annual-fee 


IRAs,  and  that  same  determi- 
nation to  innovate  has  allowed  us 
to  expand  our  line  of  retirement  prod- 
ucts today. 

We  offer 
401(k)  services 
and  a  variety 
of  small 

Aecordinp  to  Charles  R.  Schwab, 

company        ,  ■  _^  .  ■ 

r      /        adopting  a  productive  strategy  is  the 
best  way  to  manage  your  investments. 

retire- 

ment  plans.  And  if  you  don't 
want  to  manage  your  investments 
yourself,  we  can  even  connect  you  with 
professional  investment  managers 
through  Schwab  AdvisorSource™ 

Bottom  line?  If  you  want  to  be  better 
prepared  for  retirement,  it's  time  to  wake 
up  to  the  possibilities. 


A  Valuable  Guide 
For  Retirement 
Investing: 
Yours  Free.  I 


For  a  free  copy  of 
Schwab's  Personal  Guide  to  Retirement 
Planning,  call  our  toll-free  number: 

1-800-540-6713 


Charles  Schwab 


Past  performance  is  no  guarantee  of  future  results.  "Source:  Stocks,  Bonds,  Bills  and  Inflation,  1995  Yearbook"!  Ibbotson  Associates,  Chicago. 
©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (12/96) 


i  >t  tougher  for  security  analysts  following 
on  this  page.  Caliber  System  is  in  truck- 
the  best  of  times,  is  a  highly  competitive 

•nomic  downturns,  cyclical  businesses  like 
ier  often  experience  a  wide  swing  in  earnings.  For 
1997,  Caliber's  earnings  forecast  ranges  from  a  high  of 
$2  a  share  to  a  low  of  $1.30. 

Another  one  that  is  hard  to  call  is  usx-us  Steel,  with 
1997  forecasts  as  low  as  40  cents  a  share  to  as  high  as 
$6.45.  usx-us  Steel  is  selling  at  a  rather  modest  10  times 
its  consensus  estimate  of  $3.10  a  share.  Measured 
against  its  oudying  estimates,  this  stock  is  either  a 
screaming  bargain  at  5  dmes  expected  earnings,  or  an 
overpriced  dog  at  74  times  expected  earnings. 

Needless  to  say,  stocks  with  such  uncertainty  are  quite 
volatile,  but  pay  off  handsomely  if  you  make  the  right 
bet.  To  help  you  place  your  own  bet  we  list  consensus 
earnings  estimates  on  these  30  stocks. 


Exch  Company/business 

Recent 

1996 

Latest  12-month 

 1997  EPS  estimate- 

price 

est  EPS 

EPS 

P/E 

mean 

high 

low 

number 

high/low 

disparity 

0 

Agouron  Pharmaceuticals/pharmaceuticals 

c  c  1/ 

55/4 

$-1.98* 

$-2.80 

NM 

$-3.52 

$-1.98 

$-5.14 

7 

NM 

n 

Alexander  &  Alexander  Services/insurance  broker 

1  ^ 

U.00 

0.64 

23.4 

l.Ui 

1.25 

0.75 

8 

K7°/ 
0  /  /o 

n 

Amerada  Hess/oil  &  gas 

JO/8 

1  fid 
1.04 

2.85 

19.5 

1  80, 

1.03 

2.35 

0.95 

22 

1/17 
14/ 

0 

Benton  Oil  &  Gas/oil  &  gas 

£4/8 

1  1/1 
1.14 

0.98 

25.4 

i  ac\ 

1.4U 

1.80 

1.04 

12 

/  J 

n 

Caliber  System/trucking 

13/2 

U.JO 

-0.65 

NM 

1  fil 

l.Ui 

2.00 

1.30 

9 

J4 

n 

Chiquita  Brands  International/fresh  fruits  &  vegetables 

13 

088 

0.10 

NM 

1.33 

1.75 

0.95 

6 

84 

n 

Comsat/telecommunications 

25 

0.56 

0.76 

32.9 

0.76 

1.10 

0.30 

5 

267 

n 

Destec  Energy/electric  power  &  thermal  energy 

15ft 

0.53 

0.70 

21.8 

0.64 

0.75 

0.58 

7 

29 

n 

Home  Shopping  Network/home  shopping  via  television 

lift 

0.21 

-0.14 

NM 

0.45 

0.54 

0.35 

6 

54 

n 

Inland  Steel  Industries/steel 

19'/2 

1.21 

1.71 

11.3 

1.44 

2.25 

0.25 

15 

800 

n 

James  River/paper  products 

307/8 

1.21 

0.99 

31.2 

1.87 

2.45 

1.50 

15 

63 

n 

Kmart/discount  department  stores 

95/8 

0.38 

-1.08 

NM 

0.68 

1.20 

0.20 

27 

500 

n 

Longview  Fibre/lumber  &  paper  products 

175/8 

0.84 

1.11 

15.9 

1.05 

1.15 

0.90 

3 

28 

n 

Louisiana  Pacific/lumber  &  wood  products 

215/8 

0.41 

-1.48 

NM 

0.84 

1.80 

0.30 

19 

500 

n 

Lyondell  Petrochemical/petrochemicals 

225/8 

1.30 

1.26 

18.0 

2.64 

5.50 

1.50 

15 

267 

n 

McDermott  International/oilfield  construction  services 

17'/8 

-0.51 

-0.47 

NM 

0.73 

1.19 

0.20 

8 

495 

n 

Mylan  Labs/generic  drugs 

15ft 

0.69 

0.59 

25.8 

0.96 

1.25 

0.41 

13 

205 

n 

Navistar  International/manufactures  trucks 

95/s 

0.70 

1.25 

7.7 

0.75 

1.18 

0.00 

9 

NM 

n 

Oryx  Energy/oil  &  gas 

203/8 

1.19 

1.05 

19.4 

1.25 

1.79 

0.92 

24 

95 

0 

PanAmSat/satellite  communications 

297/s 

0.20 

0.16 

NM 

0.69 

0.87 

0.34 

3 

156 

n 

Pennzoil/oil  &  gas 

52  ft 

1.87 

1.67 

31.4 

2.59 

3.95 

1.70 

14 

132 

n 

Sensormatic  Electronics/electronic  security  systems 

20ft 

-1.32* 

-1.32 

NM 

0.62 

1.17 

0.30 

10 

290 

0 

Smithfield  Foods/meat  processor 

335/8 

1.71 

1.13 

29.8 

2.75 

3.00 

2.25 

3 

33 

n 

Sun  Company/oil  refiner 

23'/o 

0.06 

1.22 

19.0 

1.51 

2.25 

0.95 

22 

137 

n 

Sunbeam/appliances 

28 

0.16 

0.08 

NM 

1.26 

1.50 

0.75 

11 

100 

a 

Telephone  &  Data  Systems/long  distance  telephone  service 

355/s 

1.32 

2.14 

16.6 

1.32 

1.85 

0.97 

7 

91 

n 

Teradyne/instruments  to  test  electronics 

223/s 

1.50 

1.63 

13.7 

1.17 

2.30 

0.80 

9 

188 

n 

USX-US  Steel/steel 

293/4 

2.29 

2.23 

13.3 

3.10 

6.45 

0.40 

18 

1,513 

0 

Vanguard  Cellular/cellular  telephone  networks 

17ft 

0.25 

0.21 

NM 

0.67 

1.18 

0.24 

16 

392 

n 

Woolworth/discount  department  stores 

24ft 

1.12 

-0.54 

NM 

1.57 

1.85 

1.15 

8 

61 

Prices  as  of  Nov.  15.  'Reported  earnings.  NM:  Not  meaningful,  a:  American  Stock  Exchange,  n:  New  York  Stock  Exchange.  0:  Nasdaq. 
Sources:  IBES  Express;  IBES,  Inc.,  Market  Guide  and  Value  Line  via  OneSource  Information  Services. 


If  analysts  can't  agree  on  a  company's  prospects,  do  your  own  research  and  see 
If  the  bulls  are  justified.  If  they  are,  you  are  probably  looking  at  a  cheap  stock. 
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At  Ameritech,  we  think  that 
using  communication  technology 
should  be  elementary.  That's  why  we  have  a  Human 
Factors  department.  In  fact,  they  test  our 


IF  COMMUNICATION 
TECHNOLOGY  ISN'T  THIS 
EASY  TO  USE, 


WHAT'S  THE  POINT? 


products  and  services  with  real 
people  at  our  testing  towns  with 
one  purpose  in  mind.  Ensuring  that  technology 
makes  your  life  easier,  not  more  difficult. 


<Af^itech 

Your  Link  to  Better 
Communication 


•itech 


Visit  our  site  on  the  Internet 
www.ameritech.com 


coiid thoughts 


Securities  analysts  are  much  more  optimistic  about 
these  stocks  than  they  were  just  a  few  months  ago.  Some 
of  the  companies,  such  as  Biogen,  have  yet  to  deliver  any 
visible  pickup  in  profits.  Even  so,  over  the  last  3  months 
analysts  raised  Biogen's  1997  earnings  forecast  from 
$2.11  a  share  to  $2.55. 

Oregon  Metallurgical,  a  metals  processor,  is  quite  a 
different  story.  Analysts  have  been  cranking  up  next 
year's  forecasts  in  response  to  the  firm's  strong  earnings 
growth  this  year.  In  the  past  3  months,  Oregon's  1997 
estimate  jumped  24%. 


Ticker 

Exch 

Company/business 

Recent 

 1997  EPS  estimate 

price 

mean 

3-month 

P/E 

number 

change 

agreement 

increase 

vs  1996 

AEOS 

0 

American  Eagle  Outfitters/clothing  stores 

21 

$1.43 

35% 

14.7 

6 

21% 

high 

DIVE 

0 

American  Oilfield  Divers/oilfield  services 

12'/8 

0.83 

33 

14.6 

5 

20 

low 

BGEN 

0 

Biogen/biotechnology 

78 

2.55 

21 

30.6 

19 

101 

low 

CLDR 

0 

Cliffs  Drilling/oiifield  services 

49 

3.37 

39 

14.5 

4 

78 

low 

DVN 

n 

Devon  Energy/oil  &  gas 

35 

1.44 

21 

24.3 

13 

13 

low 

EAGL 

0 

Eagle  Hardware  &  Garden/hardware  stores 

27 

0.86 

22 

31.4 

5 

21 

average 

WIRE 

0 

Encore  Wire/steel  &  wire 

15'/2 

1.47 

106 

10.5 

3 

55 

average 

EVI 

11 

Energy  Ventures/oilfield  services 

46 

2.74 

19 

16.8 

6 

80 

low 

FINL 

0 

Finish  Line/clothing  stores 

45'/4 

1.83 

20 

24.7 

7 

27 

average 

FFSW 

0 

FirstFederal  Financial/savings  &  loan 

37'/4 

2.65 

26 

14.1 

3 

19 

low 

HFS 

n 

HFS/franchises  motels 

67% 

2.32 

38 

29.0 

12 

86 

average 

JMED 

0 

Jones  Medical  Industries/pharmaceuticals 

385/8 

1.04 

18 

36.7 

4 

33 

low 

NS 

n 

National  Steel/steel 

87/s 

0.79 

323 

11.2 

10 

NM 

very  low 

ORBI 

0 

Orbital  Sciences/aerospace  &  defense 

193/4 

0.69 

42 

28.5 

5 

28 

low 

OREM 

0 

Oregon  Metallurgical/metal  processing 

33 

2.13 

24 

15.5 

4 

33 

average 

PIAM 

0 

PIA  Merchandising  Service/inventory  control  services 

10 

1.00 

21 

10.0 

3 

59 

average 

PSUN 

0 

Pacific  Sunwear  of  CA/clothing  stores 

267/8 

0.99 

32 

27.1 

5 

25 

average 

PDP 

11 

Parker  &  Parsley  Petroleum/oil  &  gas 

283/s 

1.50 

37 

18.9 

17 

8 

low 

ROU 

n 

Rouge  Steel/iron  &  silver 

213/s 

1.63 

36 

13.1 

7 

0 

very  low 

SFR 

n 

Santa  Fe  Energy  Resources/oil  &  gas 

147/« 

0.65 

17 

22.9 

18 

23 

low 

SHBZ 

0 

ShowBiz  Pizza  Time/restaurants 

173/s 

0.97 

21 

17.9 

3 

39 

low 

SPBI 

0 

Specialty  Paperboard/forest  products 

18'/4 

2.58 

21 

7.1 

3 

44 

average 

SOC 

n 

Sunbeam/appliances 

28 

1.26 

25 

22.2 

11 

NM 

low 

TJX 

n 

TJX  Companies/clothing  stores 

2.59 

17 

15.9 

15 

17 

average 

YELL 

0 

Yellow/trucking 

16'/4 

1.03 

55 

15.8 

11 

NM 

low 

Prices  as  of  Nov.  15.  NM:  Not  meaningful.  n:  New  York  Stock  Exchange.  0:  Nasdaq. 

Sources:  IBES  Express;  IBES,  Inc.,  Market  Guide  and  Value  Line  via  OneSource  Information  Services. 


Prospects  look  better  here.  Analysts'  forecasts  for  1997  earnings  at 
these  companies  have  risen  at  least  17%  in  the  past  3  months. 
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What  do  we  add  to  your  collection? 

5eace  of  mind.  That's  what  Chubb  adds  to  any  collection.  Along  with  the  security  of  knowing  that  whatever 
ou  collect — from  Old  Master  drawings  to  rare  coins,  vintage  wines  to  baseball  cards — it's  protected  by  an 
nsurer  with  nearly  115  years  of  experience.  In  fact,  Chubb  probably  insures  more  private  collections  than 
my  other  insurance  company.  Proof  enough  that  all  kinds  of  collectors  see  the  value  of  coverage  from  an 
nternational  insurer  that  responds  to  claims  promptly  and  fairly.  Ask  your  independent  agent  or  broker  for 
he  insurance  that  adds  immeasurably  to  any  collection.  For  a  free  video  on  protecting  your  collection,  call 
^hubb  at  1-800-CHUBB-08.  You  can  also  visit  our  web  site  at  http://www.chubb.com. 

nsure  your  world  with  Chubb 

CHUBB 

or  promotional  purposes,  Chubb  refers  to  member  insurers  of  the  Chubb  Group  of  Insurance  Companies  underwriting  coverage.  The  precise  coverage  offered  is 
ibject  to  the  terms,  conditions  and  exclusions  of  the  policies  a«.  issued.  Coverage  may  not  be  available  in  all  jurisdictions.  Chubb  Group  of  Insurance  Companies, 

ox  1615,  Warren,  NJ  07061-1615. 


nlio  ruhcuHolo 


here  are  the  disappointments.  Security'  analysts 
been  able  to  sustain  their  earlier  optimism 
prospects  for  these  30  companies.  Over  the 
nths,  the  consensus  forecasts  on  these  stocks 
•ped  by  20%  or  more, 
mple:  In  August  Kaiser  Aluminum  had  a  1997 
consensus  estimate  of  $1.68  a  share.  Now  the  number  is 
$1.13.  Kaiser's  poor  showing  through  the  third  quarter 
of  1996  (9-month  earnings  of  7  cents  a  share  versus  40 
cents  for  the  comparable  period  in  1995)  helped  prompt 
the  analysts'  downward  revision  in  their  earnings  esti- 
mates for  next  year. 

Companies  whose  1997  estimates  have  been  reduced 
by  more  than  50%  include  J&L  Specialty  Steel  and 
Universal  Electronics,  which  makes  remote  controls  for 
video  electronics.  Among  the  industries  where  analysts 
are  slashing  1997  expectations:  aluminum,  cable  TV, 
machine  tools,  specialty  retailing  and  steelmaking. 


Analysts  are  cutting 
estimates  for  aluminum, 
cable  TV,  machine  tools, 
specialty  retailing  and 
steelmaking  companies. 


Ticker 

Exch 

Company/business 

Recent 

Latest 

1996 

— 1997  EPS  estimate  

price 

12- mo 

est  EPS 

mean 

3-month 

P/E 

niimhpr 

11 U II 1 U  C 1 

rhanop 

v  1 1 0  II  g  C 

agreement 

P/E 

decrease 

vs  1996 

ALO 

n 

Alpharma/pharmaceuticals 

12'/4 

47.1 

$0.45 

$0.79 

-42% 

15.5 

4 

76% 

low 

ASCA 

0 

Ameristar  Casinos/hotels  &  gaming 

5'/4 

15.0 

0.51 

0.50 

-42 

10.5 

5 

-2 

low 

APSO 

0 

Apple  South/restaurants 

125/s 

60.1 

0.75 

0.97 

-21 

13.0 

14 

29 

high 

BLC 

n 

AH  Belo/commercial  printing 

36H 

19.1 

2.04 

1.47 

-37 

24.6 

16 

-28 

very  low 

BCC 

n 

Boise  Cascade/forest  products 

295/s 

43.6 

-0.68 

0.64 

-33 

46.3 

20 

NM 

very  low 

BOW 

n 

Bowater/forest  products 

363/4 

6.0 

3.58 

1.50 

-47 

24.5 

15 

-58 

very  low 

CLNP 

0 

Callon  Petroleum/oil  &  gas 

18 

66.7 

0.25 

0.36 

-20 

50.0 

4 

44 

very  low 

WINEA 

0 

Canandaigua  Wine/wines 

27'/4 

32.4 

1.20 

1.85 

-31 

14.7 

8 

.54 

average 

CMDL 

0 

Comdial/communications  equipment 

6'/2 

54.2 

0.11 

0.62 

-28 

10.5 

3 

NM 

low 

EPIE 

0 

Eskimo  Pie/ice  cream 

12 

25.5 

0.93 

1.14 

-27 

10.5 

5 

23 

low 

GON 

n 

Geon/chemicals 

197/s 

32.6 

0.59 

1.22 

-44 

16.3 

13 

107 

very  low 

GEMS 

0 

Glenayre  Technologies/communications  equipment 

25'/8 

20.8 

1.14 

1.47 

-24 

17.1 

10 

29 

average 

HET 

n 

Harrah's  Entertainment/hotels  &  gaming 

17  Vi 

26.3 

1.29 

1.32 

-26 

13.0 

17 

2 

average 

ITRI 

0 

Itron/precision  instruments 

20'/4 

NM 

0.06 

0.65 

-50 

31.2 

7 

NM 

low 

JL 

n 

J&L  Specialty  Steel/steel 

ll3/s 

12.6 

0.63 

0.64 

-52 

17.8 

7 

2 

low 

KLU 

n 

Kaiser  Aluminum/aluminum 

103/4 

32.6 

-0.17 

1.13 

-33 

9.5 

7 

NM 

very  low 

MRNR 

0 

Mariner  Health  Group/health  care  tacilities 

714 

9.3 

0.94 

1.10 

-24 

6.8 

7 

17 

average 

MIKE 

0 

Michaels  Stores/craft  stores 

9'/s 

NM 

-0.36 

0.85 

-23 

10.7 

8 

NM 

low 

MOOV 

0 

Moovies/video  stores 

55/8 

11.5 

0.30 

0.47 

-47 

12.0 

3 

57 

low 

MOVI 

0 

Movie  Gallery/video  stores 

133/4 

39.3 

1.02 

1.47 

-20 

9.4 

6 

44 

low 

NU 

n 

Northeast  Utilities/electric  utility 

12'/s 

11.5 

0.69 

1.20 

-31 

10.7 

17 

74 

very  low 

OLGC 

0 

OrthoLogic/medical  supplies 

57/s 

42.0 

0.19 

0.36 

-40 

16.3 

6 

89 

low 

PLAY 

0 

Players  International/membership  club 

63/s 

24.5 

0.48 

0.74 

-35 

8.6 

10 

54 

very  low 

PPTV 

0 

PPT  Vision/measuring  instruments 

75/8 

10.7 

0.43 

0.48 

-25 

15.9 

3 

12 

average 

RLM 

n 

Reynolds  Metals/aluminum 

59'/8 

28.2 

1.88 

4.06 

-25 

14.6 

17 

116 

very  low 

SBO 

n 

Showboat/hotels  &  gaming 

185/s 

NM 

0.45 

0.89 

-39 

20.9 

5 

98 

low 

SWVA 

0 

Steel  of  West  Virginia/steel 

63/8 

13.9 

0.41 

0.78 

-30 

8.2 

3 

90 

very  low 

UNT 

n 

Unit/oilfield  services;  oil  &  gas 

93/s 

31.3 

0.30 

0.47 

-20 

19.9 

7 

57 

low 

UEIC 

0 

Universal  Electronics/audio  &  video  equipment 

5'/2 

324 

0.10 

0.47 

-53 

11.7 

3 

NM 

average 

WLM 

n 

Wellman/chemicals 

165/s 

19.1 

0.78 

1.29 

-35 

'  12.9 

8 

65 

low 

Prices  as  of  Nov.  15.  NM:  Not  meaningful,  n:  New  York  Stock  Exchange.  0:  Nasdaq. 

Sources:  IBES  Express;  IBES,  Inc.,  Market  Guide  and  Value  Line  via  OneSource  Information  Services. 


Disappointments:  In  the  past  3  months  securities  analysts  have  cut  their  1997 
earnings  estimates  for  these  companies  by  at  least  20%. 
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Our  Business  Is  Helping  ¥)urs 

See  More  Clearly 
Than  The  Competition. 

Both  you  and  your  competition 
have  similar  goals  in  sight.  And 
who  gets  there  first  will  depend 
on  who  has  a  sharper  vision  of 
the  future. 

GE  Capital  Services  can  help 
you  provide  your  customers  with 
more  value -giving  you  the 
competitive  edge.  Like  helping  a 
major  auto  company  develop  a 
nationwide  leasing  program 
nthin  60  days,  which  involved  the  successful  training  of  54  dealers.  Or  helping  a  membership  warehouse 
lub  achieve  growth  through  sales  while  allowing  commercial  customers  to  buy  on  credit  for  the  first  time. 

At  GE  Capital  Services,  were  26  diversified  businesses.  Each  one  is  dedicated  to  developing  and  delivering 
roducts  and  services  that  help  you  see  opportunities  before  the  competition.  Give  us  a  call  at  1-800-243-2222. 
nd  see  what  the  competition  cant. 

GE  Capital  Services 

Our  Business  Is  Helping  Yours* 


AMERICOM   •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES  •  CONSOLIDATED  FINANCIAL  INSURANCE  •  CONSUMER  FINANCIAL  SERVICES 
EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE 
MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


mMmmm 


muo  runcuHoio 


ant  gains 


i  s  expect  a  sharp  jump  in  1997  earnings 
for  the  25  companies  in  the  table  below — at  least 
a  70%  increase  over  expected   1996  results. 
Some,  like  AnnTaylor  Stores  and  Consolidated 
Freightways,  are  turnarounds;  other 
companies,  like  Rainforest  Cafe  and 
Thermo  Cardiosystems,  are  glamour 
stocks   from  which  Wall  Street 
expects        fabulous  growth. 
Rainforest  runs  a  chain  of  faddish 
theme      restaurants.  Thermo 
Cardiosystems  makes  implanted 
heart- assisting  pumps  for  patients 
on  transplant  waiting  lists. 

Crude  oil  prices  are  headed  up, 
to  judge  from  the  presence  here  of 
so  many  oil  service  companies  and  small  oil  and  gas  pro- 
ducers. Boeing's  earnings  are  expected  to  climb  next  year 
on  the  strength  of  commercial  aircraft  orders,  most 


recently  from  Air  France.  Analysts 
suppose  that  Republic  Industries1  Wayne  Huizenga  is  an 
entrepreneurial  genius. 


Ticker 

Exch 

Company/business 

-Price  

P/E 

 EPS  

recent 

1996 

1996 

1997 

 growth  

change 

'95-'97  '96-'97 

AFG 

n 

American  Financial  Group/insurance 

37'/2 

22% 

9.8 

$1.64 

$3.68 

76% 

124% 

AFWY 

0 

American  Freightways/trucking 

9Vi 

-12 

NM 

0.28 

0.74 

76 

164 

ANN 

n 

AnnTaylor  Stores/women's  clothing  stores 

20 

93 

NM 

0.52 

0.96 

1,271 

85 

BMG 

n 

Battle  Mountain  Gold/mining 

814 

-4 

NM 

0.03 

0.14 

75 

367 

BA 

n 

Boeing/aerospace  &  defense 

913/4 

17 

29.9 

2.96 

5.22 

104 

76 

CEUS 

0 

Cairn  Energy  USA/oil  &  gas 

10 

-29 

29.4 

0.34 

0.67 

109 

97 

CNF 

n 

Consolidated  Freightways/trucking 

253/4 

-3 

60.0 

0.93 

1.87 

85 

101 

CRW 

n 

Crown  Crafts/bedding 

-17 

39.6 

0.59 

1.02 

113 

73 

DO 

n 

Diamond  Offshore  Drilling/oilfield  services 

60 

78 

37.5 

2.03 

3.71 

1,667 

83 

FNR 

n 

Flores  &  Rucks/oil  &  gas 

47 

224 

46.5 

0.65 

1.18 

82 

82 

GMSTF 

0 

Gemstar  International/video  electronics 

17 

NA 

31.5 

0.66 

1.47 

183 

123 

DRTK 

0 

GTS  Duratek/waste  management 

13 

-9 

NM 

0.07 

0.39 

3,800 

457 

NGC 

n 

Newmont  Gold/mining 

497/s 

14 

NM 

0.92 

1.57 

94 

71 

PWIR 

0 

Palmer  Wireless/cellular  services 

UlA 

-36 

NM 

0.28 

0.55 

293 

96 

PPDI 

0 

Pharmaceutical  Product  Develop/pharmaceutical  testing 

nVi 

NA 

4C.7 

0.47 

0.80 

129 

70 

RAIN 

0 

Rainforest  Cafe/restaurants 

32 

59 

NM 

0.34 

0.80 

789 

135 

RWIN 

0 

Republic  Industries/trash  hauling 

335/s 

86 

NM 

0.28 

0.51 

200 

82 

STA 

n 

Starter/sports  apparel 

51/2 

-20 

50.0 

0.15 

0.30 

500 

100 

SLAM 

0 

Suburban  Lodges  of  America/motels 

20 

NA 

NM 

0.29 

0.71 

545 

145 

TCA 

a 

Thermo  Cardiosystems/medical  supplies 

331/8 

-36 

NM 

0.33 

0.58 

205 

76 

TDGO 

0 

3-D  Geophysical/oilfield  sen/ices 

9'/2 

NA 

21.1 

0.43 

0.88 

283 

105 

ULR 

n 

Ultramar/oil  &  gas 

28'/4 

10 

19.6 

1.47 

2.56 

146 

74 

UNC 

n 

UNC/aerospace  &  defense 

9 

50 

42.9 

0.35 

0.67 

509 

91 

VWRX 

0 

VWR  Scientific  Products/precision  instruments 

15'/4 

14 

39.1 

.  0.64 

1.19 

250 

86 

WCEC 

0 

West  Coast  Entertainment/video  stores 

lVA 

NA 

NM 

0.56 

1.06 

165 

89 

Prices  as  of  Nov.  15.  NA:  Not  applicable.  NM:  Not  meaningful  a:  American  Stock  Exchange.  n:  New  York  Stock  Exchange.  0:  Nasdaq. 
Sources.-  IBES  Express;  IBES,  Inc.,  Market  Guide  and  Value  Line  via  OneSource  Information  Services. 


7^ese  companies  are  supposed  to  enjoy  earnings  gains  of  70%  or  better  next  year. 
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New  from 

Prudential  Investments 


Discovery  Select" 

Variable  Annuity: 

An  Easier  Way  to 
iave  for  Retirement 


TAX-DEFERRED  COMPOUNDING 
BUILDS  WEALTH  FASTER 


Value  of  550,000  invested  for  20  years 
earning  8%  average  annual  returns.* 


It's  a  fact:  Most  Americans  working  today  can  plan  on  spending  two  decades 
or  more  in  retirement.  That's  a  lot  of  years  to  finance.  Which  is  why  we 
created  the  Discovery  Select  variable  Annuity.1  It's  designed  specifically 
to  help  people  like  you  afford  the  retirement  you  have  planned. 


$233,048 

Tax-Deferred 
Investment 


$146,442 

Taxable 
Investment 


31%  federal 
and  state 
taxes  paid 
each  year  on 
the  invest- 
ment returns 


$176,303 

Tax-Deferred 
Investment 
After  Taxes 


*Source:  Prudential  Investment  Corporation.  This  exam- 
ple is  for  illustrative  purposes  only  and  does  not  project 
the  actual  performance  of  any  variable  annuity,  including 
the  DISCOVERY  SELECT"  Variable  Annuity.  The  illustra- 
tion does  not  reflect  any  applicable  deductions  for  mortal- 
ity and  expense  risk/administrative  charges  (1.40% 
|  annually  for  DISCOVERY  SELECT  Variable  Annuity)  or  spe- 
|  cific  portfolio  management  fees  for  the  taxable  or  the 
I  tax-deferred  investment.  Hod  the  chart  reflected  the 
!  effects  of  fees  and  charges,  its  values  would  have  been 
;  lower.  There  is  no  guarantee  thot  you  will  receive  the 
i  same  result.  Also,  withdrawals  from  the  tax-deferred 
investment  may  be  subject  to  a  1 0%  penalty  tax  if  with- 
I  drawn  before  oge  59  Vz 


Discovery  Select5"  Variable  Annuity 
has  the  versatility  you're  looking  for. 

The  power  of  tax  deferral.  Discovery 
Select  allows  your  assets  to  grow  tax-deferred 
until  you  withdraw  them.  With  more  of  your 
money  working,  you  can  build  wealth  faster. 

A  wide  variety  of  investment  solutions. 

An  asset  allocation  program  helps  you  choose 
among  21  investment  options  suited  to  your 
specific  goals. 

Invest  confidently.  Each  of 
Discovery  Select's  variable 
investment  options  is  man- 
aged by  Prudential  or  one 
of  six  other  well-respected 
money  managers.2 


Prudential 
AIM  Advisors 
Janus 
MFS 
OpCap  Advisors 

T.  Rowe  Price 
Warburg  Pincus 


Guaranteed  protection  for  your 
beneficiaries.  With  Discovery  Select,  you  get 
a  death  benefit,  backed  by  Pruco  Life  Insurance 
Company,  that  guarantees  at  least  your  total 
payments  (minus  any  withdrawals  you  make). 

Tracking  your  assets 
is  easy.  Each  quarter, 
you  will  receive  a  compre- 
hensive, easy-to-read 
statement  showing  how  — =» 
your  investments 
performed. 

Personalized  sales  and  service.  To  find 
out  more  about  how  the  Discovery  Select 
Variable  Annuity  can  complement  your 
retirement  planning,  contact  your  Pruco 
Securities  Registered  Representative  or 
Prudential  Securities  Financial  Advisor. 

TOLL  FREE  1-800-778-6363 

http://www.prudential.com 


(£  Prudential 

Investments 


Prudential  Investments™  is  a  unit  of  Prudential  that  manages  invested  assets  on  behalf  of  its  clients.  'DISCOVERY  SELECT'"  Variable  Annuity  is  issued  by  Pruco  Life  Insurance  Company  and  offered  through  Pruco 
Securities  Corporation,  both  subsidiaries  of  The  Prudential  Insurance  Company  of  America,  Prudential  Ploza,  Newark,  NJ  07102-3/77. 2Call  your  Pruco  Securities  Registered  Representative  or  your  Prudential 
Securities  Financial  Advisor  for  more  information  on  the  DISCOVERY  SELECT  Variable  Annuity,  including  prospectuses  detailing  risks,  charges  and  expenses  for  the  DISCOVERY  SELECT  Variable  Annuity  ano  Hie 
Variable  Investment  Options.  Please  read  oil  prospectuses  carefully  before  you  invest  or  send  money.  DISCOVERY  SELEC?"  is  a  service  mark  of  Prudential.  DISCOVERY  SELECT  is  not  available  in  all  states. 


lflaw^rs 


McGraw-Hill  Cos.,  the  publisher  of  Business  Week  and 
the  parent  company  of  Standard  &  Poor's,  is  tracked  by 
15  security  analysts.  With  so  many  experts  following 
McGraw-Hill,  its  every  move  is  closely  watched  and  is 
quickly  reflected  in  its  stock  price.  It  is  another  story  for 
Primark  Corp.,  another  publisher  of  financial  databases, 
including  the  IBES  database  of  earnings  estimates  used  to 


G 


UULV 

G 


'  a 

produce  this  article.  Primark  is  followed  by  only  two  ana- 
lysts. Despite  its  limited  following  on  Wall  Street, 
Primark  is  no  lightweight:  It  has  revenues  of  $617  mil- 
lion and  a  market  value  of  $665  million. 

These  companies  have  market  caps  over  $500  million 
and  no  more  than  two  security  analysts  following  them. 
If  you  like  to  avoid  crowds,  this  is  the  place  to  be. 


Exch 

Company/business 

 Price- 

Latest  12-month 

Estimated  EPS 

Market 

recent 

1996 

EPS 

P/E 

1996 

1997 

value 

change 

($mil) 

a 

BHC  Communications/television  stations 

1013/a 

7% 

$0.53 

NM 

$0.90 

$2.00 

$601 

n 

Excel  Communication/long  distance  telephone  service 

-6 

1.23 

22.4 

1.49 

2.07 

2,992 

0 

Globalstar  Telecommunications/telecommunications 

621/z 

69 

-1.26 

NM 

-1.21 

-2.53 

750 

0 

Herbalife  International/weight  control  products  &  supplements  ZbVn 

193 

1.16 

21.8 

1.23 

1.25 

749 

0 

HON  Industries/metal  &  wood  office  furniture 

3P/2 

35 

1.65 

19.1 

2.10 

2.50 

948 

0 

International  Cabletel/telecommunications 

ZbVs 

3 

-5.32 

NM 

-2.14 

-3.38 

769 

0 

Interneuron  Pharmaceuticals/pharmaceuticals 

22 

-14 

-0.75 

NM 

-0.86 

-0.98 

900 

n 

Lee  Enterprises/newspapers 

23 

0 

1.20 

19.2 

1.20* 

1.45 

783 

n 

Leucadia  National/property  &  casualty  insurance 

243/4 

-1 

1.71 

14.5 

0.95 

1.05 

1,493 

n 

Liberty  Financial  Companies/life  insurance 

353/s 

17 

3.11 

11.4 

3.23 

3.58 

1,005 

n 

Mueller  Industries/fabricates  metals 

407s 

37 

2.88 

13.9 

2.98 

3.43 

699 

n 

Overseas  Shipholding/crude  oil  tankers 

17 

-11 

0.25 

68.0 

-0.01 

0.38 

616 

n 

Payless  ShoeSource/shoe  stores 

39'/8 

101 

2.49 

15.7 

2.69 

2.95 

1,579 

n 

Primark/financial  databases 

245/s 

-18 

0.96 

25.7 

1.06 

1.23 

665 

0 

Southland/grocery  stores 

27/8 

-13 

0.36 

8.0 

0.20 

0.24 

1,179 

n 

Spelling  Entertainment/distributes  movies  &  TV  programs 

7'/4 

-42 

-0.15 

NM 

0.08 

.0.30 

655 

n 

Standard  Register/printed  business  forms 

28'/4 

40 

2.06 

13.7 

2.15 

2.45 

810 

0 

TransTexas  Gas/natural  gas  exploration  &  production 

13'/2 

0 

1.00 

13.5 

-0.09 

0.91 

999 

n 

Weis  Markets/grocery  stores 

317/s 

13 

1.92 

16  6 

1.95 

2.10 

1,342 

n 

WMS  Industries/arcade  games;  casino  hotels 

25 

53 

0.19 

NM 

0.64* 

1.35 

604 

If  you  are  inter- 
ested in  stocks 
that  haven't  been 
analyzed  to  death 
on  Wall  Street, 
take  a  glance  at 
these  companies. 


Prices  as  of  Nov.  15.  *Reported  earnings.  NM:  Not  meaningful,  a:  American  Stock  Exchange,  n:  New  York  Stock  Exchange,  o: 
Sources:  IBES  Express;  IBES,  Inc.,  Market  Guide  and  Value  Line  via  OneSource  Information  Services. 
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Developed 
market 


bargains 


Comparative  bargains,  that  is.  A  European 
stock  trading  at  14  times  next  year's  hoped-for 
earnings  is  not  an  absolute  bargain,  but  it  is  at 
least  cheaper  than  the  average  U.S.  stock. 
The  30  stocks  on  this  list  sell  for  an  average 
of  12  times  estimated  1997  profits.  All  these 
issues    either    trade    directly    on  U.S. 
exchanges  or  have  American  Depositary 
Receipts. 

KLM  Royal  Dutch  Airlines  is  priced  at  6 
times  estimated  1997  earnings.  Singer 
Co.  shows  an  estimated  p/e  of  only  10, 
while  its  1997  profits  are  expected  to 
increase  22%. 

Beware:  Besides  the  chance  that  estimates 
are  off,  there  is  also  the  risk  that  a  strength- 
ened dollar  would  reduce  the  value  of  your 
investment  in  guilders,  francs  or  pounds. 


Exch  Company/business 

Country 

Recent 

P/E* 

Estimated  EPS 

1997 

price 

1996 

1997 

est 

D/C 

r/t 

n 

Aegon/insurance 

Netherlands 

555/s 

17.7 

$3.31 

$3.86 

14.4 

n 

Alcan  Aluminium/aluminum 

Canada 

353/s 

16.2 

1.88 

3.04 

11.6 

a 

B.A.T  Industries/tobacco;  financial  services 

UK 

143/4 

9.8 

1.57 

1.71 

8.6 

n 

Benetton  Group/apparel 

Italy 

25'/2 

16.3 

1.77 

1.99 

12.8 

n 

British  Airways/airline 

UK 

99'/2 

12.7 

7.46 

8.43 

11.8 

n 

British  Steel/iron  &  steel 

UK 

281/. 

4.7 

2.97 

3.46 

8.2 

n 

British  Telecom/telecommunications 

UK 

613/4 

12.4 

5.02 

5.19 

11.9 

n 

Cadbury  Schweppes/soft  drinks,  candy,  food 

UK 

341/2 

16.7 

2.19 

2.44 

14.1 

0 

ECI  Telecom/telecommunications 

Israel 

195/8 

16.6 

1.38 

1.74 

11.3 

n 

Elsag  Bailey  Process  Automation/process  control  sys 

Netherlands 

15 

9.4 

1.66 

2.20 

6.8 

n 

Endesa/electric  utility 

Spain 

637/s 

13.9 

5.06 

5.79 

11.0 

n 

Grand  Metropolitan/food  processing 

UK 

315/s 

16.8 

1.95 

2.13 

14.8 

n 

Hong  Kong  Telecom/telecommunications 

Hong  Kong 

\TA 

15.0 

1.26 

1.52 

11.3 

n 

Imperial  Chemical  Industries/chemicals 

UK 

503/4 

10.7 

3.91 

4.10 

12.4 

n 

KLM  Royal  Dutch  Airlines/airline 

Netherlands 

243/s 

6.7 

3.65 

4.11 

5.9 

a 

Medeva/pharmaceuticals 

UK 

17 

16.3 

1.17 

1.44 

11.8 

n 

Moore  Corp/business  forms 

Canada 

21'/4 

15.9 

1.31 

1.47 

14.5 

n 

National  Westminster  Bank/bank 

UK 

68'/2 

10.7 

4.67 

7.58 

9.0 

n 

News  Corp/publishing  &  broadcasting 

Australia 

2l'/2 

179 

1.53 

1.70 

12.6 

n 

Nokia/telecommunications  equipment 

Finland 

57 

19.1 

2.07 

3.08 

18.5 

n 

Norsk  Hydro/fertilizer;  oil  &  gas;  chemicals 

Norway 

481/. 

9.8 

4.28 

4.85 

9.9 

n 

Philips  Electronics/electronics 

Netherlands 

37 

7.5 

3.58 

3.78 

9.8 

n 

Repsol/oil,  petrochemicals 

Spain 

34'/8 

10.5 

3.34 

3.69 

9.2 

n 

Rhone-Poulenc/chemicals 

France 

31 

16.8 

1.85 

2.12 

14.6 

n 

SGS-Thomson  Microelectronics/semiconductors 

France 

62 

15.4 

4.41 

4.61 

13.4 

n 

Singer/sewing  machines,  appliances;  furniture 

Hong  Kong 

197/s 

10.5 

1.70 

2.08 

9.6 

0 

SKF/ball  &  roller  bearings 

Sweden 

213/4 

8.6 

2.30 

2.49 

8.7 

n 

Tadiran  Ltd/telecommunications  equipment;  defense 

Israel 

28 

13.3 

3.14 

3.36 

8.3 

n 

Unilever/food  processing  &  household  products 

UK 

92 

18.5 

5.42 

5.80 

15.9 

n 

Waste  Management  International/waste  collection  &  disposal  UK 

9 

15.0 

0.62 

0.70 

12.9 

These  large 
foreign 

companies  sell 
for  an  average 
of  12  times 
their  estimated 
1997  earnings. 


*Latest  fiscal-year  earnings,  a:  American  Stock  Exchange,  n:  New  York  Stock  Exchange.  0:  Nasdaq. 
Sources:  IBES  Express;  IBES,  Inc.  and  Market  Guide  via  OneSource  Information  Services. 
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Emerging  markets 


Emerging  markets,  so  hot  in  1993  and  1994  until 
the  collapse  of  the  Mexican  economy,  have  been  a 
disappointment  this  year.  Through  mid-November 
the  Morgan  Stanley  Capital  International  Emerging 
Markets  Index  has  returned  4.5%  to  a  U.S.  dollar 
investor,  compared  with  a  20.7%  gain  for  Morgan 
Stanley's  U.S.  index. 

The  cheapest  markets,  by  traditional  standards,  are 
Colombia,  Greece  and  Turkey.  With  their  prices 
held  in  check,  many  emerging  market  stocks  are 
still  selling  at  modest  valuations.  The  ones 
below  are  all  trading  at  no  more  than  12  times 
estimated  1997  earnings.  Mexican  glassmaker 
Vitro,  for  example,  sells  for  6  times  next  year's 
estimated  earnings. 


Company/business 

Country 

Recent 

P/E* 

Estimated  EPS 

1997 

Market 

stars?  Maybe. 

price 

1996 

1997 

est 

value 

For  now  these  20 

P/E 

($mil) 

emerging  market 

Bakrie  &  Brothers/steel  pipes;  construction;  telecomm 

Indonesia 

$1.47 

13.3 

$0.15 

$0.18 

7.9 

$710 

stocks  look  cheap 

Bank  Rozwoju  Eksportu/bank 

Poland 

27.92 

9.2 

3.37 

4.11 

6.8 

405 

relative  to  their 

Bharat  Heavy  Electricals/electrical  equipment 

India 

5.33 

13.4 

0.43 

0.55 

9.6 

1,304 

1997  forecasts. 

Bharat  Petroleum/oil  exploration  &  refining 

India 

7.97 

10.4 

0.87 

1.00 

8.0 

1,196 

Egis  Gyogyszergyar/health  &  personal  care 

Hungary 

57.18 

11.6 

4.88 

6.19 

9.2 

445 

Ergobank/bank 

Greece 

58.77 

9.9 

7.22 

8.17 

7.2 

1,065 

Grasim  Industries/chemicals,  textiles 

India 

12.01 

8.8 

1.52 

1.73 

6.9 

869 

Gujarat  Ambuja  Cements/building  materials 

India 

7.27 

12.4 

0.66 

0.82 

8.9 

535 

Hindustan  Petroleum/refines  crude  oil 

India 

8.92 

12.1 

0.81 

0.99 

9.0 

1,864 

Industrias  Penoles/metals  &  mining 

Mexico 

4.05 

10.6 

0.38 

0.44 

9.2 

1,675 

Jaya  Real  Property/real  estate 

Indonesia 

1.10 

10.6 

0.12 

0.13 

8.4 

259 

Jinro/alcoholic  beverages 

Korea 

23.07 

13.1 

1.94 

2.37 

9.7 

286 

Korea  Chemical/manufactures  specialty  paints 

Korea 

82.75 

11.0 

8.22 

12.58 

6.6 

331 

Larsen  &  Toubro/building  materials,  construction 

India 

6.42 

13.8 

0.55 

0.66 

9.7 

1,598 

Samsung  Display  Devices/manufactures  cathode-ray  tubes 

Korea 

60.16 

11.3 

7.68 

8.64 

7.0 

1,496 

Taiwan  Semiconductor  Manufacturing/semiconductors 

Taiwan 

1.89 

9.0 

0.27 

0.28 

6.9 

2,722 

■  Telefonica  de  Argentina/telecommunications 

Argentina 

24.88 

12.8 

1.67 

2.10 

H.8 

2,301 

■  Telefonos  de  Mexico/telecommunications 

Mexico 

31.25 

12.5 

3.69 

3.31 

9.4 

12,106 

Tempo  Scan  Pacific/cosmetics  &  pharmaceuticals 

Indonesia 

1.65 

13.7 

0.14 

0.16 

10.3 

247 

»  Vitro/manufactures  glass 

Mexico 

5.88 

6.9 

0.91 

0.93 

6.3 

707 

■  Available  as  an  ADR.  "Latest  fiscal-year  earnings. 

Sources:  IBES  Express;  IBES,  Inc.,  Market  Guide  and  Morgan  Stanley  Capital  International  via  OneSource  Information  Services. 
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A  CABLE  INTERNET  SYSTEM  THAT  BRINGS  HIGH-SPEED 
INTERNET  ACCESS  HOME, 


Telephony 


TOSHIBA  TECHNOLOGY  SETS  THE  STANDARD. 


Motivation.  The  need  to  lead.  That's 
what  keeps  Toshiba  in  the  forefront 
of  multimedia.  This  unique  drive  has 
enabled  us  to  breathe  life  into  a 
range  of  exciting  products  that  once 
existed  only  in  the  imagination.  We're 
proud  to  have  started  a  revolution 
that  will  help  to  define  the  future.  But 
it's  only  just  begun.  Get  ready  for 
the  ride  of  your  life. 


In  Touch  with  Tomorrow 

TOSHIBA 

http  ://www.  tosh  i  ba .  com 

►► 


Cable  PC.  The  flow  of  information  has 
taken  on  a  whole  new  dimension. 
Toshiba's  new  Cable  Internet  system 
is  an  industry-leading  end-to-end 
integrated  broadband  solution.  It  will 
bring  two-way  multimedia  communi- 
cations to  your  home  computer  over 
your  TV  cable  for  the  first  time.  At 
speeds  hundreds  of  times  faster  than 
a  phone  line.  It  will  put  you  in  touch 
with  the  whole  world  in  real  time.  In 
real  life.  Go  ahead.  Dive  in. 


Toshiba  Multimedia 


5.:  7 


ebsite  Directory 


Reat^l  these  FO 

ADVERTISER.  „„  .„ 

Internet  @  their 

addresses  listed  below. 


1  -= 

Acer  America  Corporation 

http://www.aac.com/aac/ 

MCI 

http://www.mciworld.com 

Anixter,  Inc. 

http://www.anixter.com 

Montgomery  Asset  Management 

http://www.xperts.montgomery.eom/1 

Arizona  Department  of  Commerce 

(  http://www.state.az.us/commerce 

PeopleSoft 

http://www.peoplesoft.com 

AST  Research,  Inc. 

1  http://www.ast.com 

PSINet 

http://www.psi.com 

Bavarian  Ministry  of  Economics 

http://www.bayern.de 

Qualcomm 

http://www.qualcomm.com/cdma/ 

•                                            Cadence  Design  Systems 

http://www.cadence.com 

SAP  America,  Inc. 

http://www.sap.com 

COMSAT  Mobile  Communications 

http://www.comsat.com 

Source,  Inc. 

http://www.source.com 

Daly  &  Wolcott 

http://www.dalywolcott.com 

TDK  Systems,  Inc. 

h  ttp :  //www.  td  ksystem  s  .com 

i                                       Dreyfus  Service  Corporation 

•  http://www.dreyfus.com/funds 

Tandy  Corporation 

http://www.tandy.com 

E*TRADE  Securities 

http://www.etrade.com 

Texas  Instruments  DSP  Solutions  (Semiconduc 

http://www.ti.com 

I  D.  Edwards  &  Company 

http://www.jdedwards.com 

Unisys  Corporation 

http://www.unisys.com 

Kingston  Technology 

http://www.kingston.com 

University  of  Phoenix  Online  Campus 

http://www.uophx.edu/online 

1  MCI 

t  http://www.mci.com 

1  IAU4JA 

UUNET  Technologies 

http://www.uu.net                             —  - 

mam.  *.V?.P' 

Forbes 


International  Travel  Advisor 

Sponsored  by  MCI 


[  Now,  24  hours  a  day,  seven  days  a  week,  you  can  get  key  information  about  the  top  twenty  international 
business  and  leisure  travel  destinations.  Access  Forbes  International  Travel  Advisor  via  the  Internet  to  find 
out  about  culture,  special  attractions,  business  hours,  holidays,  tipping,  travel  offices  and  gift  giving. 

i  Additionally,  you  can  email  the  travel  advisor  experts  with  your  business  travel  questions. 


A  special  service  sponsored  by 


hto;//www.  forbes.com 
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THE  FORBES /BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


The  Dow  industrials'  5.5%  gain 
between  election  day  and  Nov.  21 
exceeds  the  increase  in  the  S&P  500 
by  1.5  percentage  points.  Reason: 
The  Dow  is  more  sensitive  than  the 
s&P  to  changes  in  IBM — up  18%  over 
this  period. 

William  LeFevre,  market  analyst  at 
New  York-based  Ehrenkrantz  King 
Nussbaum,  concedes  that  the  burden 
of  proof  that  the  rally  can't  carry  into 
next  year  is  on  the  bears.  Nonetheless, 
his  instincts  warn  him  that  the  Dow 
could  easily  fall  to  6000.  Which  Dow 
stocks  will  do  worse  in  a  correction? 
LeFevre  thinks  those  stocks  that  have 
gone  up  the  most — IBM  and  Coca- 
Cola,  for  instance — are  vulnerable.  As 
for  the  Dow  stocks  that  are  likely  to 
decline  the  least,  LeFevre  mentions 
Bethlehem  Steel  and  Westinghouse 
Electric  (see  p.  358  for  profit  forecasts 
on  the  Dow  stocks). 


The  overall  market 


Special  focus 


A  sector  fund  in  a  hot  industry  is  vulner- 
able when  the  group  it  specializes  in  falls 
out  of  favor.  Over  the  last  12  months 
these  eight  sector  funds  lagged  the 
market.  Well-regarded  Seligman  Com- 
munications &  Information  Fund,  for 
example,  has  been  buffeted  by  volatility 
in  technology  stocks. 


Single  bet  funds 

1-year 

Fund 

total 

return 

United  Services-Gold  Shares 

-14.2% 

Fidelity  Select-Air  Transport 

-2.9 

Lexington  Strategic  Investments 

0.6 

Van  Eck-lnternational  Gold-A 

1.4 

Smith  Barney  Telecomm  Income 

4.0 

Fidelity  Select  Paper  &  Forest  Prods 

4.2 

Fidelity  Select  Multimedia 

4.6 

Seligman  Communications  &  Info-A 

5.4 

4400 
4000 
3600 
3200 
2800 

2400 
2000 

1600 
1200 


The  Barra  All-US  price  index  as  of  1 1/21/96 


Market  value:  $8,190.1  billion 

4300 

P/E:  20.0 

P/E  minus  negative  EPS:  18.4 

4 100 

Price/book:  2.9 

Yield:  1.8% 

3900 

3700 

3500 

3300 

Performance 

Price 

Total  return 

^T*      W               Last  4  weeks 

4.4% 

4.5% 

"              Since  12/31/95 

17.7 

19.4 

3100 

12-month  closeup 
•  Barra  index 


'86    '87    '88    '89    '90    '91    '92    '93    '94    '95  '96 


i  i  i  i  i  i  i  i  i  i  i 

DJ   FMAMJ  J  AS0N 

'95  '96 


Closeup  on  the  markets 


Index  or  investment 
Barra  All-US  index 
S&P/Barra  Growth  index1 
S&P/Barra  Value  index2 
Dow  Jones  industrials 
S&P  500 
NYSE 
Nasdaq 

PSE  Tech  100 3 
EAFE" 

CRB  futures  index5 6 
Gold6  (Comex  spot) 
Yen6  (per  $US) 
Oil6  (W  Texas  Intermediate) 


2-week  change 


%  change  from 
1  year  ago      5-year  high 


1.7% 

1.4 

2.8 

3.4 

2.1 

1.9 

0.3 

4.5 

2.6 

2.9 
-0.7 
-0.7 

5.5 


21.3% 
26.0 
22.3 
27.3 
24.1 
22.7 
23.2 
21.8 
10.9 
1.8 
-1.4 
10.3 
34.5 


-0.2% 
-0.1 
-0.2 
-0.2 
-0.2 
-0.1 
-1.0 
-0.2 
0.0 
-6.2 
-9.3 
-10.2 
-7.5 


The  best  and  worst  performing  stocks 


2-week 

1996 

2-week 

1996 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Tyco  Toys 

11  5/8 

66% 

$0.05 

Donnkenny 

35/8 

-59% 

$  1.36 

Integrated  Process  Equipment 

16  5/8 

56 

-0.09* 

AMRE 

25/8 

-58 

NA 

Medex 

23  Vs 

55 

0.75* 

ITI  Technologies 

ll7/8 

-58 

1.59 

PHH 

455/8 

51 

2.56 

Marvel  Entertainment  Group 

2Vz 

-50 

-0.04 

Microcom 

11  7/8 

44 

0.40 

Rockford  Industries 

11 'A 

-45 

0.87 

The  best  and  worst  performing  industry  factors8 


Best 

2-week 
change 

Change 
since 
12/31/95 

Worst 

2-week 
change 

Change 
since 
12/31/95 

Oilfield  services 

7.9% 

66.5% 

Pollution  control 

-2.5% 

19.1% 

Liquor 

7.3 

23.9 

Beverages 

-2.2 

25.0 

Business  equip 

6.0 

42.8 

Photographic,  optical 

-1.8 

14.3 

Oil  refining,  distributing 

6.0 

19.8 

Apparel,  textiles 

-1.7 

43.0 

Misc  metals  mining 

5.5 

8.3 

Health  care 

-1.4 

11.5 

Source:  Lipper  Analytical  Services  via  LANA. 
Pricing  date:  1 1/21/96. 

Note:  Data  for  period  ending  11/21/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  2Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  =  50  (adjusted),  12/31/82. 4A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  5lndex  of  21 
commodity  futures.  6Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express.  "Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  not  available.  *  1997  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Foreign  vs.  U.S.  markets 

lue  of  $100  invested  10/31/93 

S&P  500 


'93  '94 

'95 

'96 

As  of  10/31/96 

S&P  500 

EAFE 

P/E 

20.2 

25.4 

Yield 

2.1% 

2.2% 

Price/book 

4.0 

2.2 

Developed  markets 

Emerging  markets 

Market 

Total  return2 
3  months  12  months 

P/E 

Total  return2 
3  months  12  months 

P/E 

Canada 

17% 

30% 

22 

Morgan  Stanley  Capital  International  indexes 

Sweden 

16 

29 

13 

Emerging  (EM)3 

0% 

5% 

17 

Finland 

15 

-1 

16 

Emerging  (EMF)4 

1 

.  7 

16 

Hong  Kong 

15 

28 

16 

Market 

United  Kingdom 

13 

20 

15 

Venezuela 

39 

31 

25 

Japan 

-8 

-1 

104 

Hungary 

19 

86 

17 

Anctrio 
HUSM  Id 

-1 

-1 

1  7 
1  / 

Turkey 

13 

-1 

9 

Singapore 

-1 

-3 

17 

Thailand 

-18 

-30 

14 

Italy 

O 

8 

18 

India 

-12 

-10 

13 

Switzerland 

2 

9 

20 

Korea 

-12 

-36 

15 

BY  JOHN  H.  CHRISTY 


Helen  Young  Hayes,  manager  of  the  $4.8  billion  (assets) 
Janus  Worldwide  Fund,  has  two-thirds  of  her  portfolio 
invested  in  Europe.  She  thinks  the  region,  which  is  up 
11%  in  dollar  terms  this  year,  still  has  room  to  run. 

In  Britain,  Hayes  likes  Rentokil,  a  very  profitable 
provider  of  office  maintenance  services.  At  a  recent  price 
of  £4.23  ($7.11),  Rentokil  sells  for  19  times  1997  esti- 
mated earnings.  Hayes  thinks  profits  can  sustain  a  25% 
annual  pace  in  coming  years. 

Gucci,  the  Italian  fashion  house,  is  another  of  Hayes' 


favorites.  Selling  for  25  times  her  1997  earnings  estimate 
of  $3  per  American  Depositary  Receipt,  Gucci  isn't  cheap, 
but  Hayes  still  thinks  it  is  a  buy.  "In  the  past,  Gucci  was 
family  run,  and  its  brand  was  tarnished  by  overlicensing," 
she  explains.  "Professional  management  has  completely 
revitalized  the  company."  Hayes  thinks  Gucci's  earnings 
can  grow  by  as  much  as  30%  next  year. 

Hayes  also  likes  U.K.-based  Danka  Business  Systems 
and  Dassault  Systemes,  a  French  software  firm.  Both  are 
available  as  adrs. 


Who's  hot 

Who's  not 

Company/country 

Business 

Price 

3-month 
price 
change 

P/E 

Company/country 

Business 

Price 

3-month 
price 
change 

P/E 

Koc  Holding/Turkey 

auto  parts 

$0.20 

64% 

36 

Land  and  Houses/Thailand 

real  estate 

$6.62 

-42% 

13 

SGS-Thomson  Micro/France 

semiconductors 

52.92 

55 

11 

Korea  Mobile  Telecomm/Korea 

telecomm 

527.53 

-40 

10 

Hon  Hai  Precision/Taiwan 

electronics 

2.91 

51 

18 

Phatra  Thanakit/Thatland 

financial  services 

3.43 

-39 

15 

Canadian  Natl  Railway/Canada 

railroad 

27.55 

50 

8 

Century  Textiles  &  Inds/fndia 

textiles 

82.44 

-34 

7 

Autoliv/Sweden 

auto  parts 

42.40 

49 

21 

Modern  Photo  Film/Indonesia 

film 

2.76 

-31 

13 

Cheap  stocks  in  emerging  markets 

High-yielding  stocks  in  developed  markets 

Company/country 

Business 

Price 

Price/ 
book 

P/E 

Company/country 

Business 

Price 

Yield 

P/E 

Hylsamex/Mexico 

steel 

$3.79 

0.99 

5 

British  Gas/UK 

gas  utility 

$3.14 

9.5% 

10 

Hana  Bank/Korea 

bank 

15.16 

0.76 

6 

Union  Immobiliere/France 

real  estate 

77.33 

8.3 

14 

Thai  Petrochemical/Thailand 

chemicals 

0.99 

0.99 

6 

London  Electricity/UK 

electric  utility 

9.96 

8.3 

8 

Cemex/Mexico 

National  Bank  of  Greece/Greece 

cement 
bank 

3.64 
63.43 

1.46 
0.99 

6 

6  i 

Air  New  Zealand/New  Zealand 
Usinor  Sacilor/France 

airline 
steel 

1.77 
14.81 

8.0 

7.9 

5 
6 

Note:  Data  for  period  ending  10/31/96.  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  All  prices  are  in  U.S.  dollars.  'Shows  price  return  on  the  EAFE 
index  of  foreign  stocks  converted  into  U.S.  dollars.  Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  For  developed  markets,  dividends  are 
reinvested  after  subtracting  foreign  withholding  tax.  For  emerging  markets,  gross  dividends  are  reinvested.  3lndex  of  stocks  available  to  foreign  and  domestic  investors.  "Index  of 
stocks  available  to  foreign  investors.  Source:  Morgan  Stanley  Capital  international  via  OneSource  Information  Services. 
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As  you  read  this, 
senior  managers,  government  leaders, 
investors  and  portfolio  managers  in  Asia 

are  reading  Asia  Times 

Now  you  can,  too. 
Every  business  day 


If  you  have  investments  in  Asian  financial 
markets  or  business  interests  in  the  fast- 
growing  economies  of  the  region,  you  need 
Asia  Times. 


Now  also  printed  in  the 
U.S.,  Asia  Times  is  a 
new  business  daily 
covering  the 
economic  dynamics 
of  Hong  Kong,  Singapore, 
Malaysia,  Indonesia,  Thailand, 
China,  Taiwan,  the  Philippines,  Japan, 
Korea,  India,  Vietnam  and  Pakistan. 


You'll  find  up-to-the-minute,  accurate  business 
news  unavailable  from  any  other  publication, 
including: 

♦  Market    Reports,    Growth  Trends, 
Opportunities 

♦  Telecommunications  and  Power  Projects 

♦  Mergers,Acquisitions,  Significant  Launches 

♦  Fiscal, Trade,  Military  and  Social  Policies 

♦  Regional  Equity  and  Bond  Trends 

♦  Political,  Regulatory, Tax  and  Legal  Updates 

♦  Transportation,  Port  and  Airport  Projects 

♦  New  Government  Policies  and  Initiatives 


Try  Asia  Times  for  13  Weeks  at  our  Special 
Introductory  Rate  of  just  $49 — you  save  50% 
Get  the  publication  more  and  more  top  Asian 
decision-makers  are  relying  on  daily.  Mail  or 
fax  the  coupon  below  today  to  receive  your 
copy  of  Asia  Times  for  1 3  weeks,  Monday 
through  Friday* 


*Same  day  hand 
delivery  available 
in  Manhattan, 
Downtown  Los 
A  ngeles  and 
Downtown  San 
Francisco. 
All  other  areas 
served  by  U.S. 
mail. 


13-Week  Trial  Subscription:  Asia  Times 

YES,  I  want  to  stay  on  top  of  the  economic  and  business  news  in  Asia 
Send  me  my  13-Week  (Monday-Friday) Trial  Subscription  toAsiaTimes 
for  only  $49  -  a  50%  saving  off  the  regular  subscription  rate. 

Name:  


Title: 


Company  Name: 
Street:  


Suite: 
City. 


State: 


Zip 


ED  Enclosed  is  my  check  for  $49  payable  toAsiaTimes 
E]  Charge  my  credit  card: 

□  Visa  □  MasterCard  □  American  Express 


Card  No: 


Exp.: 


Signature:  

Fax  to:  (310)  434-2203  Telephone:  1-888-234-ASIA  (Toll  Free) 

Mail  to:  ASIA  TIMES,  918  Glenhaven  Drive,  Pacific  Palisades.  CA  90272 
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India  comes  back 

Buy  India.  That's  the  advice 
""  of  Julian  Robertson,  head  of 
isely  successful  $8  billion 
(assets)  Tiger  Management. 

Investors  have  run  away  scream- 
ing from  India  because  of  political 
instability — three  governments  in 
as  many  weeks  this  summer,  for 
example.  As  a  result,  says  Robert- 
son, it's  arguably  the  cheapest 
market  in  Asia. 

The  easiest  way  to  buy  India  is 
through  the  closed-end  Morgan 
Stanley  India  Investment  Fund 
($306  million,  assets).  Trading  on 
the  NYSE  at  around  $8.75,  slighdy 
above  its  $8.34  net  asset  value, 
Tiger  thinks  the  stock  can  hit  $20, 
almost  a  triple,  within  two  years. 

In  the  wi*inger 

The  global  market  has 
^    been  an  unforgiving  place  for 
Whirlpool  Corp.,  the  $8.8  billion 
(estimated  1996  sales)  home  appli- 
ance giant.  The  stock,  which  recent- 
ly traded  on  the  NYSE  at  $49.50,  is 
overpriced.  Sell  if  you  own  it,  con- 
sider shorting  it  if  you  do  not. 

Whirlpool  tried  to  keep 
growth  high  by  moving 
into  foreign  markets.  This 
worked  for  a  while:  From 
1990  to  1994  operating 
earnings  grew  an  average 
of  4.5%  per  year,  to  $397 
million. 

But  in  early  1995,  with  Europe  in 
recession,  Whirlpool's  sales  hit  a 
wall.  Consumers  put  off  big-ticket 
purchases;  when  they  did  buy,  it  was 
lower-margin  items  like  stripped- 
down  dishwashers.  Whirlpool — 
which  does  half  its  European  manu- 
facturing in  Italy — is  also  suffering 
from  a  strong  lira.  Currency  transla- 
tions may  cut  $50  million — 14% — 
off  operating  profits.  Delays  in  the 
construction  of  new  plants  in  China 
will  account  for  operating  losses  of 
$126  million  since  1994. 

The  result:  Earnings  per  share  fell 
from  $4.40  in  1994  to  $2.80  in 
1995.  In  January  management  pre- 
dicted an  earnings  rebound  this  year 
based  on  a  restructuring  that  cut 
3,200  jobs  and  will  save  $150  mil- 
lion annually,  pretax,  by  1997. 


Here's  why.  Average  price/earn- 
ings ratios  at  Indian  companies  are 
at  a  five-year  low  of  9  times  1997 
earnings;  that's  down  from  a  high  of 
40  times  in  1992.  Rock-bottom, 
says  Robertson. 

The  fund's  manager,  Vinod  Sethi, 
believes  the  six-month-old  govern- 
ment will  continue  to  bring  interest 
rates  down — they  are  now  around 
17%,  down  from  19.5%.  Further- 
more, India's  entrepreneurial  middle 
class — 250  million  and  counting — 
will  help  spark  the  economy. 

But  the  fund  is  highly  volatile. 
Last  year  it  lost  37%;  year-to-date 
it's  down  6.1%,  but  still  well  ahead 
of  the  three  other  India  funds.  Buy 
it  and  hold  on. 

-Caroline  Waxler 


No  way.  Merrill  Lynch  analyst 
Jonathan  Goldfarb  thinks  Whirlpool 
will  be  lucky  to  earn  $2.35  per  share 
in  1996  and  maybe  $3.10  in  1997. 
Only  two  Whirlpool  units  are  per- 
forming well:  the  Brazilian  opera- 
tion, which  will  con- 


tribute about  $1.25  per  share — over 
half  the  total — and  North  America, 
where  pretax  earnings  may  grow 
28%  this  year. 

Trading  at  21  times  1996  esti- 
mates, the  stock  is  dear.  Profitability 
is  below  average — Goldfarb  expects 
pretax  margins  of  only  2.4%  this  year 
and  3.1%  in  1997.  As  a  comparison, 
Maytag  should  do  9.3%  pretax  this 


year  and  10.4%  next,  yet  its  stock 
trades  at  just  12  times  earnings. 

-Stephen  S.  Johnson 

Blocked  call 

Investors  are  mad  about 
^^^r  cellular  communications 
companies  nowadays.  One  they 
should  be  chary  of  is  Cellular  Tech- 
nical Services  Co.,  whose  shares 
trade  at  around  $18  on  Nasdaq. 

Based  in  Seattle,  the  $12.6  mil- 
lion (1995  sales)  company  has  a 
market  capitalization  of  about  $430 
million.  Manuel  Asensio,  who  runs 
his  own  hedge  fund,  advises  short- 
ing the  stock.  At  1 8  times  expected 
1996  sales,  the  shares  look  mighty 
rich  for  a  company  that  has  eked  out 
profits  in  only  two  of  its  five  years  as 
a  public  company.  The  shares  are 
borrowable. 

Cellular  Technical  shifts  its  focus 
around  quite  a  bit.  A  year  ago  its 
business  was  cell  phone  rentals  and 
providing  billing  data  to  local  carri- 
ers. This  year  ctsc  has  high  hopes 
for  its  Blackbird  product,  which  it 
installs  on  cell  sites  around  the  coun- 
try to  block  cellular  phone  fraud. 

But  Blackbird's  future  is  limit- 
ed as  long  as  it  is  based  on 
analog  rather  than  digital 
technology.  The  company 
says  a  digital  version  is  in 
the  works,  but  digital 
phones  are  now  produced 
with  fraud  preventers  built  in. 
One  of  ctsc's  main  customers, 
AirTouch,  has  just  begun  to  add 
digital  technology  in  several  major 
markets.  This  could  be  a  blow  to 
CTSC — an  estimated  40%  of  this  year's 
revenues  should  come  from  Air- 
Touch,  ctsc  is  also  the  subject  of  a 
lawsuit  from  a  former  cell  hardware 
assembler,  Reon  International 
Corp.,  for  misappropriation  of  tech- 
nology. Reon  is  asking  for  $10  mil- 
lion and  half  of  future  revenues. 

CTSC's  IPO  was  underwritten  by 
Whale  Securities.  A  former  ctsc 
board  member,  Lawrence  Howard, 
was  previously  a  managing  director 
of  Whale  and  until  recently  was  vice 
chairman  of  Presstek,  a  printing 
company  whose  stock  trades  at  189 
times  earnings.  Five  ctsc  board 
members  and  management,  includ- 
ing the  chief  executive,  have  been 
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busy  exercising  options  and  selling 
shares.  One  is  the  chief  engineer 
who  left  in  September,  citing  differ- 
ences with  management.  A  sec- 
ondary offering  of  stock  in  July  was 
canceled. 

Bulls  on  ctsc  are  good  at  pump- 
ing its  stock  price.  One  tactic:  to 
release  the  same  news  twice — such  as 
when  CTSC  snared  a  chunk  of  the  San 
Francisco  market.  The  stock  has 
gone  from  $  1 1  in  January  to  around 
$21  in  early  November.  Sell  it.  -C.W. 

Preferred  buy 

Investors  looking  for  yield 
may  want  to  invest  in  con- 
vertible debt  issued  by  one  of  the 
nation's  real  estate  investment 
trusts.  REITs  are  publicly  traded 
vehicles  that  pool  capital  for  invest- 
ment in  real  estate. 

There  are  some  50  convertible 
REIT  issues  that  are  fairly  liquid,  with 
a  $2.6  billion  market  value.  REIT 
stocks  have  benefited  from  a  coun- 
trywide real  estate  boom — they've 
gone  up  22.9%,  year-to-date.  Con- 
vertible REITs  have  risen  15.6%;  the 
issues  are  convertible  into  the 
underlying  common  but  carry 
higher  yields.  They  are  senior  to  the 
stock  in  the  case  of  a  bankruptcy. 

Anand  Iyer,  head  of  Salomon's 
global  convertibles  group,  likes 
FelCor  Suite  Hotels'  $151  million 
preferred  issue.  Irving,  Tex. -based 
FelCor  is  the  largest  owner  of 
Embassy  Suite  hotels  in  the  U.S. 
Hotels  are  among  the  fastest-grow- 
ing assets  in  real  estate  today.  The 
issue  yields  7.1%,  can't  be  called  for 
4lA  years,  and  if  the  REIT's  common 
dividend  is  raised,  the  convertible 
holders  get  bumped,  too.  FelCor 
preferred,  which  trades  around 
$27.25,  is  convertible  when  the 
common  stock  hits  $32.25;  it 
recently  traded  at  $34.63. 

Iyer's  other  pick  is  Las  Vegas 
developer  Oasis  Residential.  The 
$104  million  convertible  preferred 
yields  9.5%  and  can't  be  called  until 
2001.  The  Las  Vegas  market  for 
both  single-  and  multifamily  homes 
is  booming.  The  convertible  recent- 
ly traded  at  $23.75,  while  the 
common  stock  was  at  $21.38;  the 
conversion  price  is  $24.63.  Both 
issues  trade  on  the  NYSE.    -S.S.J.  H 
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To  Piu 

This  Problem  Into 

Perspective, 

Imagine  Someone 

Breaking  Your  Arm 

Because  You 

Missed  A  Putt. 

This  December,  the  Lexus  Challenge  Hosted  by  Raymond  Floyd  will  provide  more  than  dramatic  competition. 
It  will  provide  solace  for  abused  and  neglected  children  by  raising  funds  for  Childhelp  USA,  a  national 
non-profit  organization  dedicated  to  the  prevention  of  child  abuse.  Please  join  us  in  .watching  this  prestigious 
tournament  on  NBC  December  21st  and  22nd.  For  the  love  of  the  game,  and  for  the  sake  of  the  children. 

Childhelp  usa 


LEXUS  CHALLENGE 

HOSTED  BY  RAYMOND  FLOYD 


©W96  Lam.  A  Duma,  Of  Toyota  Motor  Sain.  U.S.A..  Inc.  Law,  remmds  you  to  wear  seatbelt.s  and  obey  all  speed  laws.  For  more  informatma.  run  as  at  www.lexasgolf.com  or  call  800-USA-LEXUS  1800-872  5398). 
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FIXED  INCOME  STRATEGY 

The  prime  bank 
guarantee  scam 


BY  DAVID  P.  GOLDMAN 


You  must  have  read  a  dozen  press  reports 
about  a  Ponzi  scheme  known  as  "prime  bank 
guarantees."  The  Securities  &  Exchange 
Commission,  the  Bank  of  England  and  major 
accounting  firms  have  issued  warnings  to 
investors.  News  accounts  have  reported  the 
looting  of  the  Salvation  Army  Endowment 
and  the  Chicago  Housing  Authority  pension 
fund.  A  dozen  fast-talking  investment  advisers 
are  in  jail  or  awaiting  trial  for  peddling  such 
schemes. 

Despite  the  warnings,  the  scamsters  contin- 
ue to  sucker  folks  who  should  know  better 
with  promises  of  2%  weekly  returns,  nearly 
300%  a  year. 

Like  a  mutating  virus,  the  scam  evolves  new 
methods  of  deception.  The  sting  artists  claim 
to  have  access  to  a  secret  market  in  "prime 
bank  guarantees,"  "prime  bank  debentures" 
or  some  other  such  mythical  instrument.  Sup- 
posedly a  top  European  bank  guarantees  pay- 
ment. Insiders  are  said  to  buy  it  below  par, 
say,  at  77  cents  on  the  dollar,  and  sell  it 
instantly  for  79  cents.  The  phony  securities 
sometimes  are  called  letters  of  credit,  bankers' 
acceptances  and  a  half-dozen  other  things.  By 
"rolling"  these  instruments,  you  are  supposed 
to  get  2%  a  week. 

Some  pretty  smart  people  have  been  suck- 
ered.  A  friend  of  mine  wired  $100,000  to  an 
account  at  a  top  British  bank,  only  to  be  told 
that  he  had  missed  the  deadline  to  join  the 
"roll"  program.  He  never  saw  a  penny  of  his 
money  again.  "If  you  make  trouble,"  he  was 
warned,  "we  will  destroy  your  personal  credit 

Like  a  mutating  virus,  this  scam 
evolves  new  methods  of  deception. 

rating.  You'll  never  get  a  checking  account 
again." 

The  scamsters  are  smart.  Here's  a  sample  of 
how  they  operate  even  after  all  the  exposure: 

Investor:  "This  has  been  exposed  as  a 
scam!" 

Crook:  "Of  course  there  has  been  fraud, 
but  I  really  have  access  to  this  secret  market." 

Investor:  "How  do  I  know  these  instru- 
ments really  exist?" 

Crook:  "You  can  punch  them  up  on 


David  P.  Goldman  is 
president  of  SG 
Capital  Management 
Ltd.,  a  New  York 
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Bloomberg  by  cusip  number."  (The  investor 
doesn't  know  that,  for  a  small  fee,  you  can 
obtain  a  CUSIP  number  for  any  security.) 

Investor:  "Why  should  the  banks  offer 
paper  so  cheaply?" 

At  this  point  the  bad  guys  really  show  imag- 
ination. Like:  "The  banks  are  funding  credit 
card  receivables  paying  30%,  so  the  extra 
interest  is  no  big  deal."  Or:  "They  are  funding 
covert  development  aid  to  African  govern- 
ments." Or:  "Insiders  at  the  bank  are  taking 
part  of  the  skim  themselves." 

Investor:  "Why  are  you  bringing  this  deal 
to  me?" 

Crook:  "Pension  funds  can't  buy  this  kind 
of  bank  paper  newly  issued,  so  we  need  an 
intermediary." 

Investor:  "Who  are  your  references?" 

The  crooks  often  will  have  forged  refer- 
ences or  may  have  bribed  someone.  A  senior 
officer  of  Credit  Suisse  Fides  Trust,  an  invest- 
ment management  subsidiary  of  the  giant 
Swiss  bank,  worked  a  with  a  prime  note  gang 
for  two  years  before  management  flushed  him 
earlier  this  year. 

Why  has  this  scam  proved  so  durable?  One 
reason  might  be  that  a  Swiss  market  for  dis- 
count bank- guaranteed  paper  really  does  exist. 
It's  a  tax  scam,  rather  than  a  Ponzi  game,  and 
it  earns  some  banks  20%  a  year,  not  the  300% 
the  crooks  promise.  Europeans  used  to 
deposit  off- the -books  cash  at  a  Swiss  bank  and 
get  their  money  back  under  cover  of  a  "loan" 
from  the  same  bank.  The  tax  authorities  got 
wise,  and  Swiss  bank  loans  became  a  red  flag 
for  audits. 

So  the  banks  devised  another  trick  to  chan- 
nel "gray"  money  back  to  tax  evaders.  Instead 
of  a  loan  from  a  Swiss  bank,  the  tax  evader 
obtained  funds  through  a  private  placement. 
"How  did  I  get  the  money,  officer?  I  did  a 
private  placement.  I  don't  know  who  the 
investors  are." 

But  no  matter  what  anyone  tells  you,  no 
one  is  going  to  get  you  into  such  paper.  It 
isn't  even  paper.  It's  just  an  entry  on  the 
banks'  books. 

There's  one  simple  test  the  crooks  can't 
pass.  They  will  show  you  a  piece  of  bank  paper 
bearing  a  commercial  bank  guarantee.  Just  call 
the  bank's  switchboard  and  ask  to  speak  to 
someone  who  knows  about  that  type  of  paper. 
Then  report  the  scamster  to  the  sec  and  to 
your  state  regulators.  ■ 
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BY  DAVID  DREMAH 
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Anyone  remember  the  two-tier  market  of  the 
early  1970s,  when  the  Nifty  Fifty  rose  into 
never-never  land?  Large  institutional  investors 
lined  up  to  buy  the  fastest-growing  big-cap 
stocks — the  Avons,  Xeroxes,  Polaroids — 
whose  futures  were  guaranteed  by  the  experts 
of  the  day.  These  were  "one-decision  stocks," 
because  the  only  decision  anyone  ever  had  to 
make  was  to  buy  them. 

A  lot  of  these  stocks  proceeded  to  drop 
80%.  But  of  course  that  couldn't  happen 
again.  People  learned  their  lessons. 

Oh  yeah!  We  are  facing  a  strikingly  similar 
situation  today,  only  this  time  it's  with  the 
pint-size  sizzlers.  The  folly  will  end  the  same 
as  it  did  last  time. 

Why  am  I  so  sure?  Because  we  have  already 
had  a  foretaste  of  the  debacle  when,  on  earn- 
ings disappointments,  America  Online 
slumped  from  71  to  22;  Intuit,  from  87  to 
25;  and  Presstek,  from  200  to  40.  Stocks 
involved  with  the  Internet — considered  by 
many  to  be  the  most  important  invention 
since  the  wheel — have  also  been  slammed  this 
year,  even  though  the  s&P  500  has  climbed 
over  20%.  Netscape  is  also  down  more  than 
50%  from  its  12-month  high;  Yahoo!  Inc., 
55%;  and  Excite,  77%. 

With  the  wreckage  of  these  onetime 
favorites  scattered  all  over  the  landscape,  one 
would  expect  investors  to  be  wary.  But,  no, 
they  just  step  over  the  wreckage  and  grab  the 
next  make-a-million  concept.  The  IPO  houses 
obligingly  continue  to  churn  out  scads  of 
dubious  new  merchandise  to  reel  them  in. 

How  much  longer  this  joyride  will  last  is 
impossible  to  predict.  But  like  the  two-tier 
market  of  the  1970s,  today's  mania  for  con- 
cept stocks  will  end  in  a  stampede  for  the 
exits.  When  that  happens,  the  good  stuff  will 
be  trampled  along  with  the  bad  stuff. 

Cassandra  is  not  my  favorite  prophet,  but  I 
see  a  horrible  collapse  coming  in  the  aggres- 
sive-growth IPO  sector  that  has  dominated  the 
market  over  the  past  five  years.  As  a  bench- 
mark, when  the  previous  three  aggressive- 
growth  IPO  bubbles  popped,  these  groups 
plummeted  70%  to  80%,  or  more. 

If  you  are  in  this  kind  of  stock,  get  out 
while  you  can.  Here  are  a  few  examples  of  the 
type  of  stocks  for  which  the  clock  is  ticking 
down  fast:  PeopleSoft,  Inc.,  a  supplier  of  com- 


puter-network software,  p/e  387;  Total 
System  Services,  a  supplier  of  on-line  account- 
ing and  banking  services,  p/e  104;  Cascade 
Communications,  computer  networking,  p/e 
106;  Ascend  Communications,  a  manufactur- 
er of  switches  for  computer  networks,  p/e  88. 

Like  the  two-tier  market  of  the 
1970s,  today's  mania  for  concept 
stocks  will  end  in  a  stampede 
for  the  exits. 


Stay  with  quality — big  companies  selling  at 
reasonable  p/es.  When  the  crash  comes  and 
the  good  stuff  gets  hit,  that  will  be  a  splendid 
buying  opportunity.  But  even  now,  because  so 
many  momentum  players  are  concentrated  in 
the  hot  part  of  the  market,  there  are  good 
values  to  be  had  elsewhere.  Here  are  several  I 
would  recommend: 

Columbia  Gas  (66)  is  a  major  gas  transmis- 
sion holding  company  that  also  owns  eight 
gas  distribution  companies,  as  well  as  oil  and 
gas  reserves.  Earnings  should  approach  $4.25 
a  share  this  year  with  another  gain  in  1997. 
The  stock  is  trading  at  a  p/e  of  14  on  1996 
estimates,  and  yields  1%. 

Imperial  Tobacco  (12,  adr),  recently  spun 
off  from  Hanson  Industries,  is  the  largest 
tobacco  manufacturer  in  the  U.K.  The  adrs 
that  trade  over-the-counter  appear  cheap  at  a 
p/e  of  9  on  1996  estimates. 

King  World  Productions  (38)  distributes 
first-run  programs  such  as  Jeopardy!,  Wheel  of 
Fortune  and  The  Oprah  Winfrey  Show  to  TV 
stations.  The  stock  has  dropped  recently  due 
to  rumors  of  the  failure  of  a  proposed 
takeover.  Still,  earnings  should  continue  to 
increase  and  be  up  over  10%  this  year.  The 
stock  trades  at  a  p/e  of  10. 

Republic  New  York  (86)  is  the  21st-largest 
bank  in  the  country.  The  bank  has  been 
making  good  progress  in  cost  control  and  in 
increasing  its  fee-based  revenues.  The  stock 
appears  reasonable  at  a  p/e  of  13,  and  a  yield 
of  1.8%. 

SunTrust  Banks  (50)  is  the  third-largest 
bank  holding  company  in  the  growing  South- 
east market.  Earnings  should  continue  to 
increase  at  a  better  than  10%  clip  in  1996  and 
1997.  The  stock  trades  at  a  p/e  of  18  and 
yields  1.8%.  H 
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The  January  Effect,  for  those  few  investors 
who  haven't  already  heard  about  it,  is  the 
pronounced  tendency  for  all  stocks,  but  espe- 
cially those  of  small-cap  companies,  to  per- 
form well  during  the  first  few  weeks  of  the 
new  year.  January  being  almost  upon  us,  it's  a 
good  time  to  examine  its  likely  impact  on  the 
early  1997  stock  market. 

We  all  know  that  small-cap  stocks  have 
lagged  the  big  caps  lately.  It  turns  out  that 
the  January  Effect  is  especially  strong  follow- 
ing years  in  which  small-cap  stocks  have  sig- 
nificantly lagged  the  market. 

Consider:  For  1996  to  date,  the  30  Dow 
Industrials  have  produced  a  total  return  of 
nearly  30%,  and  the  large-cap-dominated  s&P 
500  has  gained  nearly  25%.  Small-cap 
stocks — as  represented  by  the  Russell  2000 
Index — have  barely  gained  10%. 

Thus  there  is  a  strong  argument  for  buying 
the  small  caps  now.  During  all  Januarys  over 
the  last  50  years,  for  example,  regardless  of 
whether  they  followed  years  in  which  small- 
cap  stocks  lagged,  small  stocks  returned  an 
average  of  5.8%.  This  contrasts  with  1.7%  for 
the  large-cap-dominated  s&P  500. 

Why  does  the  January  Effect  work?  Finance 
professors  can't  agree  on  just  one  explana- 
tion, but  most  recognize  that  tax-loss  selling 
is  a  primary  cause.  Such  selling  acts  as  an  arti- 
ficial depressant  during  the  last  few  weeks  of 
the  year,  leading  to  a  rebound  in  January 
once  this  depressant  is  removed. 

The  tax-loss-selling  hypothesis  also  explains 
why  the  January  Effect  should  be  strongest 
following  years  in  which  small-cap  stocks  lag 
the  market.  It  will  be  in  these  years  that  tax- 
loss  selling  will  be  especially  concentrated  in 
small  stocks,  creating  preconditions  for  an 
even  larger  rebound  among  small-cap  stocks 
in  the  first  weeks  of  the  new  year. 

The  one  worry  about  the  January  Effect  is 
that  too  many  investors  know  about  it,  and 
thus  that  it  will  stop  working.  In  fact,  several 
of  the  investment  letters  I  follow  suspect  that 
the  January  Effect  will  be  displaced  by  a 
December  Effect,  as  investors  jump  the  gun 
in  anticipation  of  a  strong  January. 

However,  a  number  of  finance  professors, 
who  normally  are  more  skeptical  than  invest- 
ment letter  editors,  believe  the  structural 
forces  that  create  the  January  Effect  are  pow- 


erful enough  to  outweigh  the  consequences 
of  its  popularity.  Take  tax-loss  selling,  for 
example.  The  typical  investor  procrastinates 
until  the  last  few  weeks  of  the  year  to  decide 
which  stocks  to  sell  to  create  tax  losses.  This 
is  unlikely  to  change. 

Furthermore,  the  way  Wall  Street's  largest 
institutional  investors  are  compensated  rein- 
forces the  January  Effect.  According  to 
Professors  Robert  Haugen  and  Philippe 
Jorion  of  the  University  of  California,  Irvine, 
these  compensation  packages  encourage  man- 
agers in  the  last  months  of  the  year  to  lock  in 
their  relative  gains  by  mimicking  the  s&P 
500.  Consequently,  their  incentives  to  pur- 
chase small-cap  stocks  outside  the  s&P  500 
will  be  lowest  in  December  and  highest  in 
January.  And  since  institutional  managers 
dominate  Wall  Street,  the  January  Effect  isn't 
likely  to  disappear,  no  matter  how  great  its 
popularity  among  individual  investors. 

My  advice:  Don't  wait  until  New  Year's  if 
you  want  to  profit  from  the  January  Effect 
next  year.  Tax-loss  selling  for  the  most  part 
will  be  over  by  Christmas,  since  sales  must 
occur  a  few  days  before  the  end  of  the  year 
to  insure  that  the  resultant  losses  count 
against  1996  taxes. 

Focus  on  good  small-cap  stocks  that  are 
trading  well  below  their  52-week  highs. 
These  stocks  are  those  most  susceptible  to 
tax-loss  selling,  and  thus  will  be  the  ones 
most  likely  to  rebound  in  the  first  days  of 
the  new  year. 

The  January  Effect  is  especially 
strong  following  years  in  which 
small-cap  stocks  have  significantly 
lagged  the  market. 


To  assist  you  in  preparing  your  buy  list, 
here  are  the  smallest-cap  stocks  among  those 
currently  recommended  by  investment  letters 
that  are  trading  more  than  25%  below  their 
52-week  highs:  Altron  (18);  Ampex  (9); 
Calgene  (5);  Compression  Labs  (4);  fpa 
Medical  Management  ( 19);  Greenwich  Air 
Services  (24);  Helix  Technology  (32);  Isis 
Pharmaceuticals  (17);  Ligand 
Pharmaceuticals  ( 12);  Michaels  Stores  (10); 
and  Zoltek  (35).  All  of  these  trade  o-t-c, 
except  Ampex  (which  trades  on  the  amex).  WM 
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Research  assistant: 
Deborah  H.  Tarasow. 


Despite  the  euphoria  associated  with  a  two- 
year,  65%  run  in  the  stock  market,  investors 
still  have  no  appetite  for  bad  news.  Earnings 
disappointments  are  greeted  with  delayed 
openings,  followed  by  gut-wrenching  price 
declines  as  momentum  players  rush  for  the 
door.  Missing  an  expected  number  by  as  litde 
as  a  few  cents  is  almost  certain  to  create  a  cas- 
cade of  sell  orders.  This  harsh  reaction  is  con- 
structive for  the  overall  market  since  it  is  an 
indication  that  speculative  excesses  are  not  yet 
getting  out  of  hand. 

For  the  patient  investor,  these  discontinu- 
ities create  opportunities  to  buy  good  stocks 
at  a  substantial  discount  to  either  the  market 
and/or  their  peer  group.  However,  it  is  criti- 
cally important  to  focus  only  on  companies 
that  are  well  managed,  with  strong  balance 
sheets  and  entrenched  positions.  In  this  way 
the  individual  investor  has  a  real  advantage 
over  the  institutional  investor,  who  quite 
often  feels  compelled  to  go  along  with  the 
crowd  for  fear  of  criticism  from  clients.  Here 
are  a  few  stocks  from  the  third-quarter  earn- 
ings wreckage  that  look  particularly  attractive 
at  present  price  levels. 

Xerox  (48)  has  suffered  a  double  blow, 
driving  the  stock  down  20%  from  its  peak  in 
early  September.  It  was  then  that  the  company 
announced  that  efforts  to  sell  its  insurance 
unit  had  failed,  with  no  explanation  as  to  why 
the  deal  fell  through.  This  was  followed  in  the 
middle  of  October  with  the  announcement  of 
an  unexpectedly  poor  third  quarter,  largely 
attributed  to  intense  competition  in  the  black- 
and-white  copier  business,  compounded  by 
turmoil  in  its  sales  force. 

Looking  ahead,  I  believe  Xerox  is  a  growth 
company  in  the  process  of  restructuring  to 
correct  the  mistakes  of  the  past — the  largest  of 
which  was  the  early  1980s  purchase  of  Crum 
&  Forster.  Eventually,  this  unit  will  be  sold, 
the  sales  force  will  stabilize  and  the  strength 
of  Xerox's  position  in  the  copier  business, 
both  black-and-white  and  color,  will  become 
apparent.  In  the  meantime  the  stock  is  at  a 
bargain  price  at  12.6  times  estimated  1997 
earnings  of  $3.80.  In  my  opinion,  the  stock 
deserves  at  least  a  market  multiple  that  would 
produce  a  price  of  62,  my  target  for  next  year. 

Pharmacia  &  Upjohn  (37),  created  last  year 
through  merger,  is  truly  global,  doing  busi- 


ness in  this  country  as  well  as  in  Europe  and 
Asia.  Much  of  the  early  enthusiasm  for  this 
new  enterprise  has  evaporated  as  a  result  of 
the  surprisingly  poor  earnings  the  company 
reported  for  its  third  quarter,  along  with 
warnings  that  consensus  estimates  for  1997 
might  be  a  dime  too  high.  Using  a  revised 
estimate  of  $2.25  for  next  year,  the  stock  is 
selling  at  a  p/e  of  16.4,  which  represents  a 
discount  to  both  the  overall  market  and  a  rep- 
resentative peer  group  that  is  currently  priced 
at  20  times  1997  estimated  earnings. 

This  is  the  second  time  I  am  recommending 
Pharmacia  &  Upjohn.  The  first  time  I  recom- 
mended this  stock  was  earlier  this  year  at  a 
price  of  40.  My  analysis  suggests  that  the  fun- 
damental story  of  new  products  and  merger 
savings  is  intact,  but  the  company's  currency 
hedging  has  not  gone  well.  This  should  be 

The  individual  investor  has 
an  advantage  over  the 
institutional  investor,  who 
often  feels  compelled  to  go 
along  with  the  crowd  for  fear 
of  criticism  from  clients. 


easy  to  fix.  The  stock  could  easily  reach  46  in 
the  next  year,  representing  a  30%  return  to 
today's  investor. 

Sunglass  Hut  International  (7)  is  a  "catego- 
ry killer"  because  of  its  30%  market  share. 
This  stock  has  collapsed  by  more  than  75% 
from  its  March  peak  because  of  a  slowdown  in 
sales  caused  by  an  abnormally  cool  and  wet 
summer.  This  was  compounded  by  an  aggres- 
sive expansion  program  resulting  in  a  substan- 
tial increase  in  inventories. 

The  stock  has  few  friends  on  Wall  Street, 
but  it  seems  to  be  doing  some  right  things.  It 
has  broadened  its  product  line  to  include 
watches,  and  is  focusing  attention  on  better 
inventory  control.  The  problems  appear  to  be 
rather  fully  discounted,  as  the  stock  is  selling 
for  only  8.2  times  projected  fiscal  1998  (year 
ends  in  January)  earnings  of  85  cents.  Sun- 
glass Hut  makes  most  of  its  money  in  the 
summer,  and  so  the  best  time  to  buy  the  stock 
is  in  the  winter  when  earnings  are  low.  This 
stock  could  easily  be  a  double  with  a  more 
normal  summer.  H 
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During  the  1980s  Japan's  regulated  econo- 
my was  held  forth  as  a  model  for  the  world. 
Growth  was  robust.  Unemployment  was  vir- 
tually nonexistent.  Inflation  was  tame.  And 
asset  prices  were  taking  a  one-way  trip  to  the 
moon.  All  this  made  a  wonderful  story,  partic- 
ularly for  those  who  were  attempting  to 
counter  the  Thatcher- Reagan  revolutions  in 
the  U.K.  and  the  U.S. 

Today  no  sensible  person  would  consider 
Japan  as  a  model  of  anything  except  of  what 
excessive  regulation  can  do  to  ruin  an  econo- 
my. With  the  Japanese  penchant  for  hiding 
problems,  the  unwinding  of  the  distortions 
created  by  decades  of  heavy  regulation  and 
governmental  meddling  has  proceeded  at  a 
snail's  pace. 

Corporations  have  only  recently  acknowl- 
edged the  need  to  correct  for  their  rather 
grandiose  and  ill-conceived  past  expansions  by 
downsizing. 

Japan's  financial  institutions  have  also  been 
slow  to  bite  the  bullet  by  liquidating  their 
mountains  of  bad  debt,  which  were  created 
during  the  speculative  frenzy  of  the  1980s. 
The  Japanese  banking  system  is  being  kept 
afloat  by  various  accounting  tricks.  A  favorite 
is  for  banks  to  flip  loans  back  and  forth 
between  paper  companies  every  six  months  to 
make  it  look  as  if  loans  had  been  paid  back 
and  replaced  by  new  ones.  If  the  Japanese 
banks  disclosed  the  true  state  of  their  finances, 
their  capital-to-asset  ratios  would  fall  to 
between  2%  and  3%,  well  below  the  minimum 
8%  required  by  the  Bank  for  International 
Settlements. 

It  finally  looks  as  though  the  Japanese  are 
going  to  tackle  the  problems.  Prime  Minister 
Ryutaro  Hashimoto  is  a  realist  who  knows 
that  the  old  way  of  doing  things  doesn't  work. 
That's  what  motivated  him  last  month  to  pro- 
pose Tokyo's  equivalent  of  London's  1986 
Big  Bang. 

Hashimoto's  sweeping  deregulation  pro- 
gram is  scheduled  to  be  completed  by  2001. 
The  program  comes  on  the  heels  of  initia- 
tives to  abolish  Japan's  pension  fund  cartel 
and  the  opening  of  the  country's  mutual 
fund  business  to  more  players.  Down  will 
come  barriers  between  banking  and  securities 
businesses.  Competition  will  be  enhanced 
by  the  deregulation  of  broking  commissions 


and  the  foreign  exchange  business.  The 
legal,  tax  and  accounting  systems  will  also  be 
reformed  to  come  into  line  with  international 
standards. 

You've  heard  all  this  before?  Most  people 
have  been — and  are — skeptical.  Don't  be.  The 
Japanese  are  in  dead  earnest  this  time. 

The  Japanese  banks  are  no  longer  perform- 
ing their  traditional  role  as  intermediaries 
between  savers  and  investors.  Japanese  savers 
are  no  longer  willing  to  accept  ridiculously 
low  rates  of  return.  Japan's  businessmen  and 
politicos  know  that  new  ways  of  channeling 
Japan's  huge  pool  of  net  household  savings  to 
productive  investments  must  be  found.  The 
public  is  demanding  performance  and  a  menu 
of  pension  and  mutual  fund  alternatives  simi- 
lar to  that  offered  in  the  U.S. 

The  implications  of  Prime  Minister 
Hashimoto's  Big  Bang  will  be  far-reaching.  As 
the  country's  financial  sector  is  opened  up  to 
performance-driven  international  managers, 
pension  and  mutual  fund  assets  will  move 
beyond  Japan  in  pursuit  of  better  investment 
returns. 

Asian  equity  markets  will  be  the  prime  ben- 
eficiaries of  the  new  Japanese  regime.  At  pre- 
sent, Japanese  pension  funds  only  hold  0.5% 
of  their  assets  in  Asian  stocks,  and  these  hold- 
ings are  concentrated  in  the  Hong  Kong, 

If  the  Japanese  banks 
disclosed  the  true  state  of 
their  finances,  their  capital- 
to-asset  ratios  would  fall  to 
between  2%  and  3%. 


Singapore  and  Malaysian  markets.  In  the 
future  many  more  Asian  markets  will  be 
tapped  by  Japanese  fund  managers. 

An  inevitable  result  of  all  this  will  be  a 
much  weaker  yen.  Capital  outflows  from 
Japan  will  increase  as  asset  managers  move 
money  into  more  attractive  investment  areas, 
and  this  means  that  the  yen  can  go  in  only 
one  direction:  down. 

So,  no  matter  how  much  good  news  you 
may  read  about  Japan,  avoid  Japanese  stocks 
and  other  yen-denominated  assets.  Look 
instead  to  stock  markets  in  the  rest  of  Asia. 
I'm  as  bullish  as  you  can  get  on  Hong  Kong, 
the  Philippines,  Korea  and  Taiwan.  ■ 
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ardonnay 
and  grizzlies 

For  some  of  the  world's  finest  fly-fishing, 
amid  a  glorious  setting,  try  British  Columbia. 


By  Lawrence  Minard 

About  50  miles  northwest  of  Van- 
couver, British  Columbia,  a  series  of 
fjords  creates  a  sawtooth  coastline 
that  rivals  in  grandeur  Norway's 
Nordland  coast.  The  principal  fjords 
are  Jervis  Inlet,  Toba  Inlet,  Bute  Inlet 
and  Knight  Inlet.  Rarely  more  than 
half  a  mile  wide,  these  fjords  extend 
from  the  waters  of  the  Inside  Passage 
through  85  miles  of  pristine  wilder- 
ness and  past  perpendicular  granite 
cliffs  that  drop  as  much  as  1 ,000  feet 
to  the  water.  They  end  at  the  base  of 
the  rugged  Coast  Mountains  range, 
whose  glaciers  feed  the  short  but 
powerful  rivers  that  empty  into  the 
headwaters  of  the  inlets. 

As  a  boy  in  the  1950s,  I  explored 
these  remarkable  inlets  by  boat  with 
my  grandparents.  Reaching  the  head- 
waters, we  would  train  binoculars  on 


the  mouths  of  those  cascading  feeder 
rivers  and  wonder  what  lay  upstream. 
I  now  know:  some  of  the  world's 
least  accessible  and  therefore  most 
spectacular  freshwater  fly-fishing. 

You  don't  have  to  be  an  experi- 
enced fly-fisher  to  enjoy  this  experi- 
ence. You  don't  even  need  a  great 
deal  of  time.  I  did  it  flying  in  from 
New  York  over  a  long  weekend.  It 
isn't  even  all  that  expensive. 

On  a  Friday  night  in  March, 
Michael  Malone,  a  Seatde- based  busi- 
nessman and  outdoors  enthusiast, 
and  I  flew  from  Seattle  north  to 
Campbell  River,  B.C.,  on  Vancouver 
Island,  where  we  stayed  at  the 
Cameron  family's  Dolphins  Resort 
lodge.  Campbell  River  is  the  center  of 
some  of  North  America's  finest  salt- 
water salmon  fishing,  and  the  local 


Framed  by  British 
Columbia's  Coast 
Mountains,  this  is 
the  south  fork  of 
Homathko  River, 
about  20  miles 
before  it  empties 
into  Bute  Inlet. 
Guide  Clint  Cameron 
(left),  the  author  and 
Michael  Malone 
refuel  between 
stops  along  the  river 
Timing  is  impor- 
tant. After  mid- 
May  the  spring 
thaw  muddies  the 
waters,  making  it 
hard  for  the  fish 
to  see  the  flies. 
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and  the  vast  Homathko  Icefield. 

Below  we  could  make  out  the 
twisting  shape  of  the  south  fork  of 
the  Homathko  River,  which  drops 
about  30  miles  from  the  middle 
slopes  of  Good  Hope  Mountain  to 
the  head  of  Bute  Inlet.  Descending 
through  the  downdrafts  that  make 
mountain  helicoptering  dangerous, 
our  pilot,  Jim  Vallance,  put  the  Astar 
down  on  the  sand -and -gravel 
moraine  through  which  the  Homath- 
ko winds  and  tumbles.  You  can  only 
get  there  via  helicopter  or  a  grueling 
hike  through  inhospitable  terrain. 

We  were  there  to  fish  for  rainbow 
trout,  sea-run  Dolly  Varden  and  cut- 
throat trout.  On  deplaning  we  saw  an 
encouraging  sign:  a  grizzly  bear's 
fresh  paw  print,  a  foot  in  diameter, 
etched  in  the  sand.  Where  there  are 
bears  there  probably  are  fish.  The 
guides  carry  pepper  spray,  which  is 
supposed  to  repel  grizzlies,  but  I'm 
glad  we  didn't  have  to  find  out. 

A  few  minutes  after  Mike  Malone 
waded  into  the  Homathko,  his  reel 
screamed  as  a  fish  took  the  fly  and 
shot  for  deeper  water.  After  ten  min- 
utes of  playing  the  fish,  Malone 
worked  it  into  shallow  water.  He  had 
hooked  a  plump  7-pound  cutthroat. 
Malone  released  the  fish  back  into  the 
river,  and  barely  five  minutes  later 
another  fish  was  on  the  line. 

I'm  a  novice  fly-fisher,  which 
makes  the  Homathko  my  style.  Set 
on  its  wide  gravel  moraine,  the 


rivers  are  rich  in  steelhead  and  other 
trout.  The  Camerons,  who  also  oper- 
ate a  fishing  camp  in  Alaska,  are  con- 
sidered by  many  people  to  be  the 
area's  best  guides  and  innkeepers 
(Forbes,  Oct.  24,  1988). 

Crack-of-eight  on  Saturday  morn- 
ing, Malone,  Clint  Cameron,  Forbes 
photographer  Chris  Schrameck  and  I 
clambered  aboard  our  transportation 
to  the  headwaters  of  Bute  Inlet:  an 
Aerospatiale  Astar  six-place  heli- 
copter. It  took  an  hour  to  fly  from 
the  Dolphins  lodge  to  the  end  of 
Bute,  and  even  if  you  never  cast  a  fly, 
that  ride  alone  is  worth  the  cost  of 
the  whole  trip.  After  thudding  above 
the  cliffs  that  contain  Bute's 
windswept  waters,  we  climbed  to 
7,000  feet  for  spectacular  views  of  the 
snowy  summits  of  Mount  Sir  Francis 
Drake  and  Good  Hope  Mountain 


Real  guides  catch  fish 

Clint  Cameron  with  a  soon-to-be-released  trout. 
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Mike  Malone  lands 
a  fish.  Below,  one 
of  the  Dolphins 
Resort's  luxurious 
cabins 

For  not  much 
more  than  what 
a  lot  of  fly-fishing 
schools  now  cost, 
you  can  get  great 
instruction,  food 
and  lodging — and 
unsurpassable 
scenery — in 
British  Columbia. 


Homathko  is  an  easy  river,  with  a 
riverbed  that  slopes  gently,  and  with 
few  dangerous  drop-offs  or  riverbank 
trees  to  snare  your  fly  mid -cast.  Clint 
Cameron  showed  me  how  to  build 
energy  into  my  casts. 

We  fished  the  first  spot  on  the 
Homathko  for  an  hour,  during  which 
we  caught  (and  released)  a  dozen  fish, 
including  a  fat  10-pound  Dolly 
Varden.  Then  we  reboarded  the  heli- 
copter and  flew  to  another  spot  a  mile 
or  so  downstream,  where  the  fish 
were  even  more  plentiful.  And  so  the 
day  went:  Work  a  stretch  of  river, 
copter  on  down  to  another  stretch, 
then  another.  Around  noon  we  broke 
for  a  picnic  lunch  sent  along  by  the 
Dolphins'  cooks:  smoked  salmon 
sandwiches  and  chardonnay  in  a  place 
unchanged  since  the  Ice  Age's  gla- 
ciers carved  out  Bute  Inlet  and  the 
neighboring  fjords. 

At  three  in  the  afternoon  we 
boarded  the  Astar  for  the  return  trip. 
At  one  point  pilot  Vallance  pointed 
out  a  narrow  path  along  the  face  of 
some  cliffs,  about  500  feet  above  the 
water  and  an  equal  distance  from  the 
top  of  the  cliff.  Along  this  isolated 
track  strolled  a  family  of  four  moun- 
tain goats.  Vallance  edged  us  in  for  a 
closer  look,  and  pretty  soon  we  were 
eye-to-eye  with  the  goats,  about  150 
feet  away.  As  I  said,  you  don't  have  to 


fish  to  get  your  money's  worth  from 
this  trip. 

A  day's  helifishing  with  Clint 
Cameron  will  set  you  back  $2,500 
for  a  party  of  four.  The  Camerons 
offer  fly-fishing  packages  that  com- 
bine helifishing  with  time  on  the  very 
productive  Vancouver  Island  rivers, 
an  easy  drive  from  Campbell  River.  A 
three-day/four-night  trip  features 
one  day  of  helifishing  and  two  days  of 
steelhead  fishing  on  local  rivers,  and 
costs  $1,500  per  person.  For  the  real 
enthusiast,  the  Camerons  offer  a 
deluxe  package:  three  days  of  steel- 
heading  and  two  of  helifishing,  at  a 
per-person  cost  of  $3,500.  All  pack- 


ages are  based  on  parties  of  four  or 
more  and  include  luxurious  lodging 
and  meals  at  Dolphins  Resort,  as  well 
as  equipment,  guiding  and  instruc- 
tion. The  ideal  time  of  year  for  Coast 
Mountains  helifishing  is  early  March 
to  mid-May,  before  the  spring  thaw 
muddies  the  mountain  rivers  and  the 
trout  have  trouble  seeing  the  flies. 
For  -information  contact  Clint 
Cameron,  Dolphins  Resort,  4125 
Discovery  Drive,  Campbell  River, 
B.C.,  V9W  4X6  Canada.  Tel.:  604- 
287-3066,  fax:  604-286-6610,  E- 
mail:  dolphins@vquest.com. 

The  resort's  Web  site  is 
www.vquest.com/dolphins/.  ■■ 
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A  MAN'S  GUIDE  to  buying  DIAMONDS 


8uy  the  wrong  STOCK,  you  lose  MONEY. 

fuy  the  wrong  DIAMOND,  you  SLEEP  on  the  couch. 

You  love  her  and  she  loves  you.  But  you  still 
want  to  impress  her.  With  your  gift,  your  good 
taste,  and  your  knowledge  of  diamonds.  But  don't 
forget  that  she  may  know  enough  about  diamonds 
to  recognize  a  great  one,  or  an  average  one,  when 
she  sees  it. 

To  know  diamonds  is  to  know  her.  Find  out  what 
she  has  her  heart  set  on.  Try  browsing  with  her, 
window  shopping,  watching  her  reactions  to  other 
women's  jewelry.  Go  by  body  language,  not  just 
by  what  she  says.  The  simplicity  of  a  diamond 
solitaire  is  irresistible  to  many  women.  This  can 
make  shopping  easier  for  you,  allowing  you  to  focus 
on  the  beauty  of  the  stone.  She  may  find  a  solitaire 
necklace  or  solitaire  ear  studs  beautifully  classic, 
yet  wearable  every  day.  On  the  other  hand,  if  it's 
an  anniversary  you're  celebrating,  there's  nothing 
quite  like  a  Diamond  Anniversary  Band  for  the 
10th  anniversary,  or  an  exceptional  25th 
Anniversary  Diamond. 

Like  people,  no  two  diamonds  are  alike.  Formed 
in  the  earth  millions  of  years  ago,  diamonds  are 
found  in  the  most  remote  corners  of  the  world. 
De  Beers,  the  world's  largest  diamond  company, 
has  over  100  years'  experience  in  mining  and 
aluing.  They  sort  rough  diamonds  into  over  5,000  grades  before  they  go  on  to  be  cut  and  polished.  So  be  sure  you 
:now  what  you're  buying.  Two  diamonds  of  the  same  size  may  vary  widely  in  quality.  And  if  a  price  looks  too  good 
o  be  true,  it  probably  is.  Maybe  a  jewekris  a  mans  best  friend.  You  want  a  diamond  you  can  be  proud  of.  So  don't  be 
ttracted  to  a  jeweler  just  because  of  "bargain  prices."  Find  someone  you  can  trust.  Ask  questions.  Ask  friends 
who've  gone  through  it.  Ask  the  jeweler  you  choose  why  two  diamonds  that  look  the  same  are  priced  differently.  You 
rant  someone  who  will  help  you  determine  quality  and  value  using  four  characteristics  called  The  4  C's.  They  are:  Cut 
lot  the  same  as  shape,  but  refers  to  the  way  the  facets,  or  flat  surfaces,  are  angled.  A  better  cut  offers  more  brilliance; 
hlor,  actually,  close  to  no  color  is  rarest;  Clarity,  the  fewer  natural  marks,  or  "inclusions,"  the  better;  Carat  weight,  the 
arger  the  diamond,  usually  the  more  rare.  Remember,  the  more  you  know,  the  more  confident  you  can  be  in  buying 
diamond  you'll  always  be  proud  of.  Learn  more.  For  the  booklet  "How  to  buy  diamonds  you  11  be  proud  to  give, "  call 
-800-FOREVER,  Dept.  23. 

Compromise  now?  Where's  your  heart?  Go  for  diamonds  beyond  her  wildest  dreams.  Go  for  something  that  reflects 
low  you  really  feel.  You  want  nothing  less  than  a  diamond  as  unique  as  your  love.  Not  to  mention  as  beautiful  as  that 
otally  perplexing  creature  who  will  wear  it. 

Sponsored  by  the  Diamond  Information  Center 

A  diamond  is  forever. 
De  Beers 


ejoice 

he  martini's  back 


BY  SUSAN  LEE 


Susan  Lee  is  a  senior 
editor  at  Forbes. 
E-mail  her  at 
slee@forbes.com 


They're  creeping  back — those  pleasures  of 
life  that  the  health  police  tried  so  hard  to 
obliterate. 

Once  again  you  can — without  much  guilt — 
savor  the  aroma  of  prime  ribs  roasting,  hear 
ice  cubes  tinkling  in  glasses  of  Scotch,  top  off 
a  meal  with  a  rich  dessert.  No  longer  is  the 
cigar  a  symbol  of  gangsters  and  greedy  busi- 
nessmen. New  steak  houses  are  opening,  and 
the  martini  is  back.  Even  Jane  Brody,  health 
matron  to  the  middle  class,  recently  confessed 
to  indulging  in  cookies,  cake,  ice  cream  and 
chocolate-covered  coffee  beans. 

You  doubt  me?  Look  at  the  numbers:  Per 
capita  meat  consumption  has  been  rising  over 
the  past  several  years;  ditto  the  ingestion  of 
hard  liquor  and  cigars.  Ask  Stephen  String- 
fellow,  bartender  at  New  York  City's  ultrachic 
Gotham  Bar  &  Grill.  "The  velocity  of  martini 
ordering  is  rising  steadily,"  he  says.  "They're 
even  inventing  new  varieties."  He  cites  some- 
thing called  the  chocolate  martini— a  blend  of 
vodka,  Cointreau  and  creme  de  cacao. 

Have  Americans  decided  they  would  rather 
live  well  than  forever?  Apparently. 

Of  course,  part  of  the  explanation  is  that 
the  health  swamis  undermined  their  credibility 
with  bogus  claims.  Remember  Alar,  the  sub- 
stance that  supposedly  made  apples  more  poi- 
sonous than  the  ones  Eve  proffered  Adam?  A 
false  alarm,  along  with  many  others. 

The  interesting  thing,  though,  is  not  that 
these  alarms  have  gone  away  but  that  the  baby 
boom  generation  isn't  paying  the  same  atten- 


tion to  them.  Guess  what.  When  you  turn 
50 — as  the  first  of  the  boomers  are  this  year — 
you  realize  you  aren't  going  to  live  forever,  no 
matter  how  abstemious  you  are. 

If  you  are  of  this  generation,  look  around  at 
your  contemporaries:  Reading  glasses  are 
whipped  out  to  study  the  stock  tables,  and 
graying  hair  is  suddenly  turning  bright 
blonde.  Partying  all  night?  No  way.  Careers 
are  capping  out.  There's  even  the  risk  of  being 
downsized  and  spending  retirement  in 
reduced  circumstances. 

Even  more  depressing  for  boomers  is 
accepting  the  fact  that  the  promise  implicit  in 
obeying  the  health  heads — forever  a  nubile 
youth — was  bogus.  Try  as  you  may  to  prevent 
it,  that  flat  stomach  is  rounding,  tennis  elbow 
and  runner's  knee  are  cutting  down  your 
exercise.  Sex?  Suddenly  once  a  week  seems 
strenuous  enough. 

In  short,  the  world's  no  longer  your 
oyster.  So  why  not  your  cigar?  Why  not  finish 
that  bottle  of  merlot  and  order  lamb  chops 
instead  of  a  glass  of  sparkling  water  and 
broiled  fish? 

With  the  big  pleasures  of  the  flesh  increas- 
ingly out  of  reach,  the  smaller  ones  become 
more  precious.  And,  hey! — recent  studies 
show  that  moderate  consumption  of  alcohol 
will  reduce  your  risk  of  coronary  heart  disease. 

Anthropologist  Lionel  Tiger  pointed  out 
in  his  1992  book  The  Pursuit  of  Pleasure  that 
enjoying  yourself  is  not  mere  indulgence.  It's 
a  biological  imperative.  Within  reason,  give 
in  to  it.  Macanudos,  anyone?  A  little  more 
champagne?  m 
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F  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


I  Vacation  in  your  own  private  paradise.  As  tropical, 
!s  quaint,  as  secluded  as  any  undiscovered  island, 
aucala,  a  Forbes  Magazine  South  Pacific  Property  - 
ie  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
neir  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

>eople  who  want  the  ultimate  vacation  experience  - 
hie  finest  amenities  without  the  formalities.  Go  deep 
ea  fishing  on  board  the  island's  private  fishing  boat.  If 
ou  wish,  our  master  chef  will  prepare  your  catch  for  i 
our  dining  pleasure.  Dive  in  azure  waters,  world 
enowned  for  the  beauty  and  abundance  of  their 
ropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 


w 


Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager, 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1  800-FORBES-5. 
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AFFAIRS 


Zihuatanejo  Bay  from  the  cliffside  Casa  que  Canta 
Some  guests  never  leave  the  premises. 


Mexico  without  the  glitz 

For  peaceful  relaxing  in  high  luxury— with  some  sportfishing 
thrown  in— head  for  Zihuatanejo 


The  town  begins  to  stir  around 
midday,  when  the  fishermen  lay  out 
their  night's  catch  of  red  snapper  on 
the  beachfront  Paseo  del  Pescador. 

That's  about  all  the  excitement  this 
still-quiet  Mexican  fishing  village 
manages  most  days.  And  that  suits 
the  locals  and  most  tourists  just  fine. 
The  sea  is  still  the  center  of  attrac- 
tion, and  after  11  p.m.  the  only 
sound  you'll  hear  is  the  soft  rush  of 
the  surf  lapping  the  shore. 

Zihuatanejo  Bay  is  a  1.6-mile-wide 
crescent  shielded  by  rocky  islands 
from  the  surge  of  the  Pacific.  Locals 
have  been  swimming  and  fishing  here 
for  centuries;  there  are  artifacts  going 
back  3,000  years  on  display  at  the 
Museo  Arqueologico  de  la  Costa 
Grande,  the  beachside  museum. 
Before  Columbus  was  born,  the 
native  Tarascans  chose  this  site  as  a 
royal  bathing  resort,  according  to 
local  legend. 

You  come  to  Zihuatanejo  to  fish  or 
to  relax,  perhaps  some  of  both.  Fish- 
ing trips  are  easily  arranged  through 
the  cooperative  on  the  pier  (52- 
7554-2056)  for  $120  to  $400  per 


Eight  suites  at  La  Casa  que  Canta  have  their  own  pools  on  the  terrace 
Up  to  $475  a  night,  but  worth  the  splurge. 


six-hour  day,  depending  on  the  size 
of  the  boat.  Sportsfishermen  go  to 
blue  water  for  marlin,  sailfish,  yel- 
lowfin  tuna  and  mahimahi.  But  you 
probably  will  get  more  action  char- 
tering one  of  the  smaller  and  cheaper 
pangas,  20-foot  boats  powered  by 


Yamaha  outboards  that  troll  the  coast 
for  grouper,  roosterfish  and  bonito. 
If  you're  lucky,  you'll  encounter  a 
school  or  two  of  dolphin  cutting 
across  the  bow. 

Scuba  diving  (visibility  is  best  from 
May  through  December)  is  also  avail- 
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ENTY! 


To  those  who  view  world  class  automobiles,  boats,  and  homes  with  discriminating  taste, 
the  words  "duPont  REGISTRY"  ring  as  poetry.  For  thirteen  years,  the  name  duPont 
REGISTRY  has  been  synonymous  with  buyers  and  sellers  in  an  elite  marketplace.  The 
REGISTRY  is  used  by  people  in  the  know,  Hollywood  actors,  pro  athletes  and  the 
world's  top  executives — many  of  whom  have  unlimited  resources  but  limited  time. 
The  duPont  REGISTRY  is  a  gallery  of  fine  automobiles,  a  gallery  of  fine  homes  and  a  gallery  of  fine  boats, 
liree  distinct  publications  targeting  qualified  buyers  in  a  rich,  full-color  format. 

Its  a  stage  set  for  buyers  and  sellers  in  an  exclusive  marketplace, 
lie  duPont  REGISTRY:  the  only  name  you  need  to  know. 


(800)  233-1731 


duPont 
REGISTRY 

What's  in  a  Name?  Plenty! 


i  Buyers  Gallery  of  Fine  Automobiles — Call  us  for  assistance  in  buying  or  selling  your  collectible  or  exotic  automobile. 
V  Buyers  Gallery  of  Fine  Boats — Call  us  for  a  referral  to  a  Broker  who  can  place  your  boat  in  our  next  issue. 
^  Buyers  Gallery  of  Fine  Homes — Call  us  for  a  referral  to  a  Realtor  who  can  place  your  home  in  our  next  issue. 
Subscribe  Today — Starting  at  $29.95  for  a  one-year  subscription.  Call  for  current  package  discounts  and  special  offers. 


Another  happy  angler  shows  off  his  sailfish  at  the  municipal  pier 
Depending  on  size,  charter  boats  run  $120  to  $400  per  day. 


able,  as  well  as  a  range  of  other  water 
sports.  Happily  missing  are  squadrons 
of  noisy  Jet  Skis. 

The  town  lies  a  few  miles  down  the 
coast  from  Ixtapa,  another  of  those 
splashy  coastal  resorts  built  by  the 
Mexican  government  in  the  1970s. 
But  the  high  rises  and  discos  and  fast- 
food  joints  stop  well  shy  of  Zihua- 
tanejo.  But  Ixtapa  is  close  enough  if 
you  want  to  get  a  game  of  golf; 
There  are  two  fine  18-hole  courses  at 
the  Campo  de  Golfe  Ixtapa  (52- 
7553-1062)  and  the  Marina  Ixtapa 
Golf  Course  (52-7553-1410). 

There  are  several  fine  beaches 
sprinkled  throughout  the  area,  and 
one  you  shouldn't  miss  is  the  Playa 
Las  Gatas,  a  small  coral  reef  just  off- 
shore and  reached  by  water  taxi  from 
the  municipal  pier.  After  a  10-minute 
ride  across  the  broad  bay  you  can 
swim  or  snorkel,  then  sit  in  the  shade 
at  one  of  the  beachfront  restaurants 


and  enjoy  a  fresh-grilled  lobster  lunch 
for  about  $10. 

There  are  plenty  of  inexpensive 
accommodations  in  and  around 
town;  two-bedroom  apartments  can 
be  had  for  as  little  as  $30  per  night  in 
season.  Contact  Job  Representatives, 
Villas  del  Pacifico  (telephone  and  fax: 
52-7554-2613/4374). 

But  if  you're  looking  for  some- 
where special  to  spend  that  long- 
overdue  extended  weekend,  Zihua- 
tanejo  offers  two  of  the  best  small 
hotels  in  Mexico.  In  season  they  run 
from  $210  to  $600  a  night.  Some  of 
these  suites  have  private  swimming 
pools.  Many  guests  never  stray  from 
these  hotels  until  their  flights  home — 
the  airport  is  only  20  minutes  away. 

For  a  suite  with  a  thatch-roofed 
terrace  overhanging  the  bay,  there  is 
La  Casa  que  Canta  (800-448-8355), 
a  member  of  the  "Small  Luxury 
Hotels  of  the  World"  group.  The  pri- 


vate pools  in  the  eight  suites  that 
have  them  are  large  enough  to  tempt 
you  to  spend  an  entire  weekend 
going  from  pool  to  hammock.  There 
are  also  two  hotel  pools:  one  fresh- 
water, one  saltwater. 

Filled  with  antiques  and  handmade 
fabrics,  La  Casa  que  Canta  is  more 
like  a  private  villa  than  a  hotel.  When 
you  check  in,  you'll  find  your  bed- 
spread decorated  with  a  peacock 
made  of  individual  floral  petals  laid  by 
hand.  You'll  feel  guilty  when  you 
spoil  it  turning  in  for  the  night. 

If  you  prefer  to  stay  smack  on  the 
Playa'  La  Ropa,  the  town's  best 
beach,  there's  the  36-suite  Villa  del 
Sol  (800-223-6510),  also  a  member 
of  the  Small  Luxury  Hotels  of  the 
World  group,  as  well  as  the  French 
Relais  &  Chateaux  group.  Each  split- 
level  suite  has  a  living  room  and  pri- 
vate patio.  Rates  start  at  $210  in 
high  season.  -W.G.F.  H 
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When  collections 
become  obsessions 

If  there  weren't  obsessive  collectors,  there  wouldn't  be  great  collections. 


By  Doris  Athineos 

What  drives  someone  to  amass  50 
Ferraris,  1,000  art  deco  bicycles, 
scores  of  William  and  Mary  chairs, 
200,000  railroad  nails,  or  almost  all 
of  the  important  paintings  of  Austri- 
an artist  Egon  Schiele?  What  causes 
some  collectors  to  lavish  so  much 
time,  money  and  energy  to  such  an 
extreme  end? 

In  his  book  Collecting:  An  Unruly 
Passion  (Princeton  University  Press, 
$39.50),  Werner  Muensterberger  has 
a  Freudian  explanation.  He  suggests 
that  objects  help  collectors  overcome 
old  feelings  of  abandonment,  anxiety 
and  loneliness. 

But  Freud  himself  would  never 
have  bought  that  explanation.  After 
all,  Freud  collected  2,000  ancient 


Rudolf  Leopold  and  one  of  his  many  Schieles 
A  $650  minion  cache  built  on  leverage. 


Egyptian,  Greek  and  Roman  stat- 
uettes and  never  thought  it  obsessive. 
He  claimed  it  was  important  to  his 
profession.  "The  psychoanalyst,  like 
the  archeologist  in  his  excavations, 
must  uncover  layer  after  layer  of  the 
patient's  psyche  before  coming  to  the 
deepest,  most  valuable  treasures,"  he 
wrote.  In  other  words,  he  just  could 
not  have  too  many  sculptures. 

French  furrier  Pierre  Bardinon, 
who  once  owned  50  Ferraris  and  still 
has  two  dozen,  has  a  simpler  rationale 
for  amassing  things:  "Why  not  if  you 
can  afford  it?"  As  Alastair  Martin,  81, 
a  lifelong  collecting  addict,  puts  it, 
"No  person  can  collect  without  a  cer- 
tain unsoundness  of  mind."  Adds 
Martin,  who  traveled  the  world  for 
five  decades  chasing  down  the  oddly 
beautiful:  "Collectors  are  on  the 
eccentric  side." 

But  let's  face  it:  If  there  weren't 
obsessive  collectors,  what  would  our 
museums  be  like? 

How  Vienna  got  a  new  museum 

Rudolf  Leopold  never  let  a  lack  of 
money  stop  him  from  amassing  one 
of  the  world's  outstanding  collections 
of  Austrian  art.  His  collection  is  now 
a  national  treasure. 

Now  71,  the  Viennese  ophthal- 
mologist began  collecting  works  by 
Austrian  artists  Egon  Schiele,  Gustav 
Klimt  and  others  about  45  years  ago. 
They  were  cheap  then,  and  to  afford 
them  Leopold  moonlighted  by 
tutoring  high  school  students  in 
math  and  Latin. 

As  their  value  began  rising, 
Leopold  started  borrowing  from 
Austrian  banks,  leveraging  works  he 
already  owned  so  he  could  buy  more. 
For  decades  he  was  a  fixture  at  Sothe- 
by's auctions  in  London,  quietly 
munching  homemade  cheese  sand- 


wiches and  sipping  tea  from  a  ther- 
mos between  making  bids  on  multi- 
million-dollar lots. 

By  1994  Sotheby's  estimated  that 
Leopold's  collection  was  worth  $650 
million.  Most  valuable  were  50  paint- 
ings and  265  drawings  by  Schiele  and 
Klimt.  "I  have  more  Schieles  in  my 
collection  than  all  the  museums  in 
the  world  combined,"  boasts 
Leopold.  But  he  also  wound  up 
owing  millions  to  Austrian  banks,  and 
he  had  neglected  to  pay  the  Austrian 
wealth  tax. 

The  government  and  the  Austria  l 
national  bank  couldn't  simply  force 
the  sale  of  Leopold's  collection;  that 
would  have  dispersed  the  works  of 
two  of  Austria's  best  20th-century 
artists.  They  worked  out  a  complicat- 
ed deal  which  awarded  Leopold  some 
cash,  established  a  Leopold  Museum 
for  the  collection,  and  paid  Leopold 
a  salary  to  run  the  museum.  The 
Leopold  Foundation  is  scheduled  to 
open  in  Vienna  in  1998.  Leopold  was 
paid  $75  million  down,  and  is  receiv- 
ing another  $145  million  in  11  yearly 
installments.  "It's  very  little  when 
compared  to  the  actual  value  of  the 
collection,"  grouses  Leopold,  "but  I 
agreed,  just  to  keep  the  Schieles  and 
Klimts  together." 

What's  he  doing  with  the  money? 
Acquiring  more  works.  Two  Schieles, 
one  drawing  worth  $310,000  and  a 
painting  for  $805,000,  now  hang  on 
the  walls  of  his  suburban  Vienna 
house.  "I  will  never  stop  buying 
Schieles,"  he  says. 

His  first  bike,  and  1,000  more 

Someone  ripped  off  Leon  Dixon's 
bike  when  he  was  a  kid  in  Detroit, 
and  by  the  time  he  recovered  it  the 
balloon-tired  J.C.  Higgins  was 
stripped.  Dixon  spent  the  next  17 
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Leon  Dixon's  entire  bike  collection  numbers  about  1,000 
"Now  they  say  I'm  a  genius  with  vision." 


years  hunting  down  original  parts. 
Now  it's  one  of  1,000  muscular  art 
deco  bikes  he  crams  into  warehouses 
in  southern  California.  An  automo- 
tive research  project  man- 
ager by  day,  Dixon,  in  his 
late  40s,  can't  wait  to  get 
home  to  his  bike  collec- 
tion. "People  called  me 
crazy  when  I  started  col- 
lecting junky  bikes,"  laughs 
Dixon.  "Now  they  say  I'm 
a  genius  with  vision." 

Resting  on  its  kickstand 
in  his  living  room  is  a  Sears 

1936  Elgin  Bluebird  (orig- 
inally sold  by  Sears  for 
$45.95,  now  worth  about 
$10,000);  in  the  dining 
room  there's  a  Firestone 

1937  Fleetwood  Super 
Streamline  (original  price 
$39.95,  now  worth 
$6,000).  "Only  rich  kids 
owned  them,"  says  Dixon. 
"You  could  buy  a  used 
Model  T  for  $50  back 
then." 

Dixon,  a  bachelor,  pores 
over  factory  catalogs, 
brochures,  posters,  adver- 
tisements and  old  bike 


photographs  deep  into  the  night.  He 
is  also  writing  a  book  on  bikes.  But 
he  never  rides  them.  "A  230-pound 
man  on  a  50-year-old  leather  seat 


K&4 

Charles  Sebesta  and  his  cache  of  200,000  railroad  nails, 
over  $100,000 

He  dug  up  many  of  them  himself. 


isn't  a  good  combination,"  he  says. 
Nailing  history 

Some  collectors  walk  into  a  gallery, 
point  and  spend.  Charles  Sebesta,  the 
district  attorney  in  Texas'  Burleson 
and  Washington  counties,  has  to  dig 
for  what  he's  after.  That's  how  he 
uncovered  some  200,000  railroad 
nails,  the  oldest  dating  back  to  1883. 
Dated  nails?  To  measure  the  longevi- 
ty of  wooden  ties,  railroads  stamped 
dates  on  the  heads  of  nails — this  was 
done  in  the  U.S.  between  1897  and 
1969. 

Sebesta's  collection  has  nails  from 
49  states,  240  different  railroads  and  8 
countries  (Germans  used  plastic  dated 
nails  during  WWII).  "Texas  alone  had 
30  different  railroads,"  he  says. 

Sebesta,  56,  digs  up  many  of  the 
nails  himself  and  spends  most  of  his 
free  time  on  the  hunt.  "I  would 
rather  drag  a  magnet  across  the 
desert  than  sit  in  a  smoky  bar,"  says 
Sebesta.  He  studies  old  maps  to  find 
abandoned  railroad  beds,  and  yanks 
the  nails  out  of  old  ties  with  a 
hammer  or  crowbar. 

There  are  about  500  "date-nailers" 
around  the  country  and  two  shows 
are  held  each  year  for  nail  trading. 
Sebesta  edits  a  bimonthly  newsletter, 
Nailer  News,  which  offers 
tips  on  where  to  dig  and 
how  to  handle  the  police  if 
they  try  to  stop  you.  "We 
try    to    get  permission 
before  we  start  hunting  on 
private  property,"  he  says. 

Some  of  his  nails,  sealed 
behind  glass,  hang  on  the 
walls  of  his  office  in  the 
Caldwell  courthouse  and  in 
a  Summerville  bank  in 
Burleson  County,  Tex. 
"These  nails  tell  the  story 
of  how  railroads  evolved," 
says  Sebesta.  His  top  nail, 
from  the  Santa  Fe  railroad, 
goes  for  about  $500.  He 
estimates  his  entire  collec- 
tion is  worth  over 
$100,000. 

Once  around  the  castle 

Ten  years  ago  French  furri- 
worth  er  Pierre  Bardinon  owned 

50  blazing-red  Ferraris. 
Now,  at  65,  he  thinks  a 
couple  of  dozen  is  enough. 
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Bill  if  the  right  one  came  along  we 
don't  think  he  could  resist.  It  would 
have  to  have  an  illustrious  racing  his- 
toj  y.  Ferraris  have  won  the  24-hour 
Le  Mans  race  nine  times,  and  Bardi- 
non  owns  four  of  the  winning  cars. 

He  buys  his  cars  directly  from 
Scuderia  Ferrari,  the  official  Ferrari 
racing  team.  And  to  take  them  on 
short  spins,  he  built  his  own  person- 
al track,  a  2 -mile  oval  around  his 
stone  castle,  Mas  du  Clos,  in  the 
Auvergne  region,  about  200  miles 
from  Paris. 

Famous  drivers  include  pals  Phil 
Hill,  a  Grand  Prix  winner,  and  Olivi- 
er Gendebien,  a  Le  Mans  winner, 
who  sometimes  drop  by  to  say  hello. 
They  might  take  a  spin  in  Bardinon's 
312  PB,  450hp  Ferrari  (valued  at  $1 
million)  that  can  hit  200  miles 
per  hour. 

As  a  young  man,  Bardinon  loved 
cars  but  couldn't  afford  even  an  old 
clunker.  When  he  became  wealthy,  he 
made  up  for  it.  "I  created  a  pelt  busi- 
ness and  made  a  fortune,"  says  Bardi- 
non. One  of  his  favorite  cars  today  is 
the  250  GT  driven  by  Willie  Mairesse 
in  1961  when  he  won  the  Tour  de 
France  (the  car  is  now  worth  about 
$1.5  million).  Bardinon  also  likes  to 
tear  around  the  castle  in  his  312  PB 
that  raced  in  Le  Mans  in  1973. 

What  does  it  feel  like  to  drive  a 
Ferrari? 

"Not  relaxing,"  he  says.  "You  have 
to  keep  your  eyes  on  the  oil  gauge 


and  speedometer  and  not  think  about 
girls." 

Mining  Manhattan's  flea  markets 

Over  a  period  of  30  years,  George 
Way  has  assembled  one  of  the- best 
private  collections  of  Elizabethan  and 
Jacobean  furniture  in  the  country, 
without  ever  paying  more  than 
$2,500  for  any  individual  piece. 

The  46-year-old  deli-man  from 
New  York's  Staten  Island  owns  about 
50  Old  Master  portraits,  90  17th- 
century  English  chairs  and  15 
Jacobean  chests  and  cupboards.  After 
a  hard  day  behind  the  deli  counter  at 
Pathmark,  Way  crashes  on  a  10-foot- 
high  Elizabethan  oak  canopy  bed.  He 
thinks  it  was  built  for  Elizabeth  I  (it 
has  her  initials  and  coat  of  arms)  and 
is  worth  about  $400,000. 

When  he's  not  slicing  salami,  Way 
cruises  flea  markets  and  antique 
stores  around  New  York.  He  crams 
his  best  finds  into  his  two-room 
apartment:  a  Charles  II  stool  in  the 
bathroom,  350-year-old  chairs 
stacked  in  the  closet,  and  a  portrait  of 
Oliver  Cromwell  under  the  bed. 
What  he  cannot  fit  goes  to  Penns- 
bury  Manor  Museum  in  Morrisville, 
Pa.  "It's  insane,"  admits  Way.  "You 
have  to  put  me  on  a  leash  at  a  flea 
market." 

But  he  does  have  an  eye.  Way  used 
to  eat  his  morning  cereal  with  a  $20 
silver  spoon  picked  up  at  a  local  flea 
market.  Then  he  spotted  a  similar 


George  Way 
crowded 
by  antiques  in 
his  two-room  flat 
"It's  insane. 
You  have  to 
put  me  on 
a  leash 

at  a  flea  market." 


At  his  French 
castle,  Pierre 
Bardinon 
and  some 
of  his  two 
dozen  red 
Ferrari  racers 
"Why  not  do  it 
if  you  can 
afford  it?" 
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spoon  on  display  at  die  Metropolitan 
Museum  of  Art  in  New  York.  It  was 
made  by  New  York  17th-century  sil- 
versmith Jesse  Kip,  and  is  worth 
about  $20,000. 

Way  snagged  a  Dutch  landscape 
painting  in  a  smelly  secondhand 
clothing  store  last  summer.  It's 
signed  by  Meindert  Hobbema,  a 
student  of  the  great  Dutch  land- 
scapist  Jacob  van  Ruisdael.  He 
found  a  portrait  by  Dutch  painter 
Frans  Hals  at  a  friend's  house  on 
Staten  Island.  A  letter  from  the 
Metropolitan  Museum  of  Art  con- 
firms that  it's  17th-century,  but 
doesn't  name  the  artist.  "I  trust  my 
own  research,  and  curators  never 
put  their  money  on  the  line 
anyway,"  says  Way,  who,  although 
self-taught,  moonlighted  as  a  con- 
sultant to  Christie's  for  four  years. 


Lures  that  turn  fish  off 

Letemjjo  is  the  name  of  Rick  Edmis- 
ten's  fishing  boat,  so  named  because 
he  always  releases  what  he  catches. 
But  he  never  lets  an  exotic  fishing 
lure  get  away. 

Over  the  past  1 8  years  the  proper- 
ty manager  from  North  Hollywood, 
Calif,  has  collected  2,500  lures  plus 
60  rods  and  100  reels.  Edmisten  esti- 
mates that  it's  all  worth  about 
$500,000. 

"I  look  for  old  lures  that  didn't 
catch  fish,"  says  Edmisten,  50,  coau- 
thor of  Fishinjj  Lure  Collectibles 
(Collector  Books,  $24.95).  His 
trophy  catch  is  a  6-inch  copper 
minnow  made  by  Riley  Haskell  of 


Ohio  in  1859.  It  goes  for  about 
$2,500  today. 

Edmisten  trolls  for  tackle  two 
hours  each  day  but  says  he  has  time 
to  go  fishing  only  three  times  a 
month.  "Fishing  can  be  frustrating," 
he  grouses.  Fie  snagged  Clark 
Gable's  leather-covered  tackle  box 
and  fishing  license  from  a  collector  he 
met  at  a  tackle  show  in  Los  Angeles. 
Cost:  $750  in  1993. 

Lures  dangle  off  the  walls  of  a 
spare  room  at  home.  Shelves  are  filled 
with  rods  and  reels  and  wooden 
spools  of  fishing  line  made  of  linen. 
His  goal  is  to  house  it  all  in  a  tackle 
museum  one  day,  an  idea  his  wife, 
Diane,  encourages.  Hi 


Rick  Edmisten  never  lets  an  old  fishing  lure  get  away 

His  2,500  lures,  plus  his  rods  and  reels,  are  worth  about  $500,000. 
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Managed 

Fidelity 

Accounts 


Why  go  it  alone? 
Weber  Asset  Management 
is  the  largest  independent 
investment  advisor 
focusing  exclusively  on 
Fidelity  mutual  funds. 
Custom-designed 
portfolio  management  for 
individual  investors  and 
corporations. 

$100,000  MINIMUM. 

Call  for  free  information  kit: 

(800)  438-3863 


DIVERSIFY  YOUR  PORTFOLIO 
Trade  Commodity  Futures 
and  Options  with  the  Pros! 

Call  JACK  CASE  1-800-382-0882 
Fax  1-419-385-6897 

Alaron  Trading  Corp 

There  is  risk  of  loss  in  futures  trading 


SWISS  FRANC  ANNUITIES 

•  Guaranteed  earnings  •  Tax-deferred  growth 

•  No-Load  •  Liquid  •  Judgement-proof 

•  Issued  by  138-year-old  Swiss  life  insur- 
ance co.  •  Currency  choice  &  switch  option 

First  Financial  Resources 
Michael  P.  Hanley 

(800)-543-3392 
(510)-937-8589  Fax 


rFOR  SALE  BY  OWNER 

CONVENIENCE  STORES  •  RESIAURANTS  « 
NURSERIES  •  NURSING  HOMES  •  PERSONAL  SEfl\ 
AUTO  SERV.  ■  MFG.  •  WHSLE  DI5TR.  •  FLORISTS 
MISC.  RETAIL  •  TRANSPORTATION 
FROM  «60M«  SOME  WITH  TERMS  • 
NO  FEES  TO  BUYERS 

WORLDWIDE 
^  1-800-240-7355 


EXECUTIVE 
CONSULTING 

$150,000  PER  YEAR 

from  only  3-5  small  projects 
per  month.  Very  lucrative 
home-based  business  for  ex- 
perienced business  people 
with  good  communication 
skills  and  a  strong  desire  for 
personal  and  financial  inde- 
pendence. Work  with  an 
affiliated  corporation  of  a  30- 
year-old  CPA  firm  providing 
two  unique,  "bottom-line"  con- 
sulting services  to  a  broad 
spectrum  of  companies.  Mod- 
erate investment  required. 
May  be  operated  full  or  part- 
time.  Call  today  for  NO 
OBLIGATION  information 
and  video. 

800-660-0330 

Mon-Fri,  9am-5:30pm,CDT 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
Veiuwim  Call/Write  for  FREE  KIT: 

a*Vjr    *  Wilmington,  DE  19899 
m  htd  800-321-CORP-  302-652-6532 


Franchise  Concepts  Needed! 


Wc  offer  you: 
•Confidentiality  •Management 
•Source  of  Capital  Expertise 
•20+  Years  of  'Grow  Current 

Experience  Franchises 
•  The  Complete  Package 
H.  Katz  Capital  Group 

PA  Fax  215-364-5025    PL  Fax  954-771-6121 


CAPITAL  AVAILABLE 


FA$T  EA$Y  FINANCING 


or  equity  capital  for  your  business  New 
database  profiles  10,000  active  lenders 
willing  to  take  risks  your  bank  won't 
75  financing  types  give  you  countless 
options  for  every  deal 

FREE  INFO  800-580-1188 
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BUSINESS  OPPORTUNITIES 


A  new  "Deep  Green"  patent  heralds 
major  changes  m  the  multi-billion  $ 
use  of  soluble  salts  and  cleanup  of  salty 
wastes.  Investors,  users,  and  producers 
can  get  inside  info  on  3  new 
cutting-edge  plants.  Design  and  opera- 
tion led  by  owner  of  basic  pat.  In  US 
and  Can.  Plus  much  proprietary  and/or 
patentable  knowhow.  As  CEO  of  pro- 
ducing mine  (first  licensee),  will  build 
first  plant  to  produce  99.99%  NACL  at 
1/5  the  plant  cost  of  current  designs  and 
1/2  the  operating  costs,  second  sodium 
sulfate,  third  reclaiming  salts  from 
wastes  like  brines,  potash  tailings, 
aluminum  saltcake,  etc.  —  Offering 
max  of  40  'Info  Only'  subscriptions  for 
all  design,  startup,  oper.  data,  and  new 
dev.  for  5  years,  all  3  plants  incl.  You 
share  costs —  get  same  data  as  CEO  — 
your  share,  $995,000/Subs,  $275,000 
down,  bal  over  4  years.  Early  signups 
get  option  for  exclusive  license  for  one 
viable  territory.  National  monopolies 
welcomed.  Principals  request  info  on 
letterhead  to  fax  (602)  957-8555. 


Franchise 

your  business! 

For  the  expert  help  you  need  call: 
1-800-FRANCHISE 
(1-800-372-6244) 

Frcmcorp' 

Specialists  In  Franchise  Development  ^ ' 


[Franchising. 

I  Franchise  your  business  for  growth 
I  and  success  Call  Franchise 
|  Developments.  Inc  .  the  nation's  most  | 
■  experienced  franchise  consulting  firm.  t 

FDI 


jj412)  687-8484  or  800-576-5115 


BUSINESS  OPPORTUNITIES 


Offshore  Banking 


We  Provide: 
•Protection  from  Lawsuits 
•Banking  Privacy  &  Brokerage  Services 
•Reduce  or  eliminate  "INCOME  TAXES'" 
•Asset  Protection  &  Privacy  'Estate  Planning 
Call  today  1-800-266-8211 
Merrill,  Scott  &  Associates 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  Corporations  l  U.Cs, 


$25 


CoipCo 


plus 

state  fees 


1 800-318-7407 

FAX  $02-652-6780 

http://www.corpco.com 


EDUCATIONAL  SERVICES 


FREE  VIDEO  B0Swwt 


I  BACHELOR  .  MASTER  •  DOCTORATE 

I  •'--.!....     •Education  •MwJiabor. 
I  •    •    .  •Computer  Science        •Holistic  Care 

|  •Theology       •Chemical  CVpendency  •Paralegal 


La  Salle 


(800)955-8879. 


Univ6rsityMandevine  la  70470  < 


Universitv  Deqrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin,  Public  Admin, 

Health  Care  Admin,  Human  Resources, 
Finance.  International  Business,  Tech  Mgml, 
Law,  Paralegal,  Psychology  Call  tor  brochurel 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1 840  E,  1 7  St  -  F.  Santa  Ana.  CA  92705 
http://www.scups.edu 
Email:  enroll@scups.edu 


Major  British  university  offers 

International  MBA 

entirely  by  home  study. 
No  Bachelor's  degree  required. 


kr<ifl8|lilif|  Three  weeks  from  now  you 
IHBisStfo cfh I  CAn  DeSin  work  in  a  presti- 
V*V|P  J  gious  and  rigorous  MBA 
/ program,  which  T7ir  Economist 
Intelligent  I  'nit  has  included  in 
its  report,  Which  MBA?  A  Critical  Guide 
to  the  World's  Bal  Programmes. 

(onpiulK  established  in  1X21) 

Heriot-Watt  University 

North  American  Distributor 
6921  Stockton  Ave.,  Suite  5 
El  Ccrrito,  CA  9453(1  •  Fax  (51(1)  52K-3555 
Tnll-fec  (800)  THE  WATT  ext.  5 


MS 

Health  Care  Management 
Engineering  Management 

MBA 


0 


ther  External  Programs  available 


tomifl 


CalilorniL 
Coa^t^ T- 

Unwersity 

700  N  Main  St.  •  Santa  Ana.  CA  92701 
(714)  547-9625  •  (800)  854-8768 

via  internet:  www.calcoastuniv.edu/ccu 
E-Mail:  ccu@deltanet.com 


[BACHELOR,  MASTER,  DOCTORATI 

I  EARN  A  DEGREE  Use  your  past  experience  a1 
I  credit  toward  your  degree  No  classes,  semi 
I  nars  or  on-campus  attendance.  Studies  buili 

upon  your  experience.  Self-paced. 

For  No  Cost  Evaluation.  „„.  id  resume  or  call 

(800)  240-6757. 

I  Name   

I  Address   

City  

Zip  _ 


State 


Tel.  (H)  . 
Tel.  (W)  . 


6400  Uptown  Blvd  Nl 
Suite  398-W  Dept.  21 
'/Albuquerque,  Mew  MexiC 
87110  U.SH 

C<7 


INDUSTRIAL/HOME  PRODUCTS 


Protective 
CoatinS 

TREMELY  DURABLE 
SISTS  ACIDS  RUST  ROT 
>R  HOME  AND  INDUSTRIAL  USES 
UERPROOFS  AND  SEALS 
)R  BROCHURE  AND  FREE  SAMPLES 
10-631-2164  FAX:  908-364-4109 


BORROW  AGAINST 
j)LD-SILVER-PLATINUM 

Coins  or  Bullion 
,  Loans  up  to  80%  of  value 

No  Application 
No  Credit  Check 
No  Income  Requirements 
Loans  from  $10,000 

1-800-949-4653  ask  for  Ann  Saindon 


ETED  FAX  BROADCASTING 


Broadcast  Your  Ad  Message 
rhe  Right  Person  Overnight 

Huge  Database  of  Fax  Contacts 
•Very  Cost-Effective  Rates 


0-859-0901 


BUSINESSES  FOR  SALE 


CENTRAL  FLORIDA 
MARINA 
&  BOATYARD 

d  residences  and  profitable 
iness.  $2.5M.  Owner  retiring, 
ne/fax:  407-633-5470 


BHMW1IWI 


VESTMENT  GEMSTONES 
JARANTEED  LIQUIDITY!! 
We  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 
ree  wholesale  catalog  since  1967! 
Member:  Jewelers  Board  of 
Trade  &  Ciiamher  of  Commerce. 

HOUSE  OE  ONYX 
Main  St.,  Greenville,  KY  42345 
00-844-3100  or  FAX  502-338-9605 


Tax  Free 
Permanent 
Residency 


The  tax  tree  Turks  and  Caicos  Islands,  the  British 
dependency  only  575  miles  /  90  minutes  (lying 
from  Miami,  now  ofter  permanent  residency  for  an 
individual  or  family  for  a  commitment  of  as  little  as 
US$  40,000  plus  fees. 

Many  high  net  worth  individuals  and  business 
people  have  already  expatriated  to  these  idyllic 
islands;  they  have  an  excellent  climate  and  are  free 
of  income  corporation  and  capital  taxes  such  as 
death  duties. 

If  your  strategy  requires  adoption  of  alternative 
citizenship  and  passport  as  such  we  can  arrange 
this  in  a  suitable  low  cos:  |urisdiction. 

For  information  please  contact: 
Paul  Winder,  Director, 
INTERNATIONAL  COMPANY 
SERVICES  (TCI)  LIMITED 
PO  Box  107,  Oceanic  House, 
Duke  Street,  Grand  Turk, 
Turks  &  Caicos  Islands, 
British  West  Indies. 
Tel:  809  94  62828 
Fax:  809  94  62825 
E-Mail:  tcires(S;icsl.com 


http:  //www.icsl.com 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE  FOR  THE 
BEST  ASSET  PROTECTION  AND  PRIVACY 
Companies  -  Bahamas,  BVI,  Cayman 

Trusts.  Bank  &  Securities  AccB,  (t,"*'"'^* 
Credit  Cards  **75 
Visa/MC/Amex  C°mPktc 

(800)  551-9105     { JnivFTsalfH 

http/A^wslcysutfcom/ug  cSriW.Yfrf.3£ftiS 


The  Mem 


tM>  Cigar  Club 

Impressive  as  a  gift  and  great  to  |Oin 
for  yourself.  Wirh  your  Membership 
en|oy: 

•Differcni  Cigars  each  month 
'Exclusive  discounts  on  future 
orders  (well  below  retail  pnees) 
Cigar  Gift  Sampifrs  aYaIUIU* 

Join  us  Today! 
Call  (800)  8S-TASTE 
AMEX.  VISA.  MC 


Aircraft  Charter 
Aircraft  Management 
Aircraft  Sales 


FLIGHT  SERVICES  GROUP,  INC. 

Stratford,  Connecticut  06497 
800.380.4009  •  203.380.4009 

Teterboro,  Neiv  jersey  07608 
800.468.1110  •  201.288.2882 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet 


M-inclusive  fractional  ownership  of 
Learjet'  and  Challenger1  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
Call:  1-800-590-JETS 


1 


BUSINESS 

JetSoliitions 

The  Executive  Aviation  Affiliate  of 

AmericanAirlines 


EXECUTIVE  GIFTS 


PACIFIC  AIRCRAFT 

JUm  (QjMjmraffis  (Emma 


x 


Makers  of  Vine 
"  AerowulpUires 

-         {ItP*^  Hand  carved 

from  solid  mahogany.  Exquisflety 
hand  painted  markings  and 
details.  •  Museum  qualify 
<"  •  Sizes  16"  to  22" 

-  *  Stand  included 


•  From  S99.50 

•  Over  250  Models 

Satisfaction  UiaranltTd 


I'll.l.  (Mill)  !I.1(MI!1 1 1  h>k  CxnuMi'a*  Owikhs 
14255  N  79th  Street,  Scottsdale.  AZ  85260 
Phone  (602)  991-1841  •  http://www.warplanes.com 


SALVADOR  DALI 


"Cosmic  Rays" 
1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare  Authentic  Prints 
from  the  #1  Source  for  Salvador  Dali 
SILVERSTATE  FINE  ART 

FREE  CATALOG 
800-999-DALI  (3254) 

outside  U.S.  call  310-798-1360 


HOME  FITNESS 


"Your  legs  need  work." 


CUC  Concept  II 


Indoor  Rower 

The  complete  oterzise 

•  Time  efficient  workout 

•  Strength  and  endurance 
building  exercise 

•  Excellent  cross-trainer 

•  High  calorie  burner 

For  FREE  brochure  &  video 

1-800-769-5346 


-a 


Factory  Direct 
From  Vermont 


©1995  Concept  II.  Inc. 
Concept  II,  RR1  Box  1100-G02, 
Morrisville,  VT  05661-9727  FAX:  802-888-4791 
e-Mail:  rowing@concept2.com 
Web  site:  http://www.concept2.com 


flACECAR  DRIVING  SCHOOL 


flffcflHrH  f c 


Driving  Experience 


You  can  drive  a  Winston  Cup  stock  car! 
Available  year  round  at  Atlanta,  Charlotte,  and 
Las  Vegas  Motor  Speedways  5  Courses  to  choose 
from  with  prices  starting  at  $5L3  99. 
Call  l-flOO-Bf-PfTTY  for  details! 


For  details  on 

FORBES  MARKET 
OSSIFIED  CALL  OR  FAX  LINDA 
l REN  (212)  260-0620  or  FAX 

(212)260-8183, 
i-mail:  lloren@forbes.com 


J$ta££3£!  THF  CORPORATE  STRATEGIES 

Series  from  the  Forbes 

technology  Symposium  {MV£  |(AND  TOOLS  FOR  THE 


WEB  INFORMATION  AGE 


On  your  public  television  station  v4 

DECEMBER  10,  11  &12 

Check  local  listings. 


NIGHTLY 
BUSINESS 


TELEVISION'S  #1 

DAILY  BUSINESS  NEWS  PROGRAM 


Nightly  Business  Report  is  produced  by  WPBT2/Miami  in  association  with  Reuters.  Nationally  underwritten  by 
Digital  Equipment  Corporation;  A.  G.  Edwards.  Inc.;  The  Franklin  Templeton  Group  and  public  television  stations  nationwide 


FLASHBACKS 

EDITED  BY  DERO  A.  SAUNDERS 

"The  more  things  change. .." 
70  years  ago  in  Forbes 

(From  the  issue  of  Dec.  15,  1926) 
"In  the  past  month  in  the  court 
room  at  Butte,  Mont.,  the  greatest 
foreclosure  proceedings  in  history 
were  carried  through  and  one  of  the 
most  important  railroads  of  the 
nation,  die  Chicago,  Milwaukee  &  St. 
Paul,  was  put  on  the  block  and  offered 
to  the  highest  bidder.  Sale  was  finally 
made  to  the  National  City  Bank  and 
Kuhn  Loeb  &  Co.,  representing  the 
reorganization  committee,  for  an 
overall  price  of  $140  million." 

"The  right  sort  of  men  don't  work 
for  money.  They  work  for  what 
money  will  bring,  and  that's  what  I 
try  to  help  them  earn — not  money 
but  the  real  satisfactions  of  life,  the 
things  worth  while.  One  man  came 
to  me  for  half  his  former  salary.  All  his 
life  he  had  wanted  a  home  of  his  own. 
I  helped  him  get  that  home.  When  he 
moved  in,  neither  of  us  knew  how  he 
would  complete  the  payments  on  it, 
but  we  found  a  way."     -E.L.  Cord 


Auburn  Automobile  prexy  E.L.  Cord. 


60  years  ago 

(From  the  issue  of  Dec.  15,  1936) 
"'Given  the  same  subsidies  as  TVA 
has  received,  we  can  immediately  put 
into  effect  rates  below  die  TVA  rates.' 
That  defy  was  hurled  at  President 
Roosevelt  by  Wendell  L.  Willkie,  pres- 
ident of  the   Commonwealth  & 


Commonwealth  &  Southern  President 
(and  future  candidate-to-be  for  the 
White  House)  Wendell  L.  Willkie. 


Southern  Corp.,  when  the  President 
visited  the  Tennessee  Valley  Authority 
territory  two  years  ago.  Mr.  Willkie  is 
recognized  as  Defender  Number  One 
of  the  public  utility  industry." 

"Since  the  election  not  even  a  hand- 
ful of  the  16.4  million  citizens  whose 
candidate  was  defeated  have  uttered  a 
single  squawk.  The  sportsmanship 
exhibited  by  Governor  Landon  and 
his  supporters  has  been  matched  by 
President  Roosevelt's  and  Jim 
Farley's." 

50  years  ago 

(From  the  issue  of  Dec.  15,  1946) 
"Unions  are  moving  fast  to  capitalize 
on  die  Supreme  Court's  Mt.  Clemens 
Pottery  decision  that  'walking  time  is 
working  time.'  One  union  urged  its 
locals  to  demand  pay  for  nine  exten- 
sions of  the  'work'  definition  ranging 
from  changing  clothes  to  travel  time." 

25  years  ago 

(From  the  issue  of  Dec.  15,  1971) 
"Sears  has  for  decades  had  a  spread 
of  house  brands — for  example, 
Kenmore,  Coldspot,  Allstate  and 
Craftsman — in  addition  to  the 
national  brands  it  carried.  What  is 
new  is  this:  Sears  is  starting  to  turn  its 
bouse  brands  into  name  brands,  its 
household  items  into  household 
words.  Instead  of,  in  effect,  spending 
its  advertising  dollars  to  promote 


Scars  stores,  it  is  now  using  the 
money  to  promote  specific  Sears 
products." 

"Even  backhanded  praise  for 
Consumer  Reports  car  tests  from 
Ward's  Auto  World  is  not  to  be 
ignored.  Although  Wards  criticizes 
Cii's  suspicious  view  of  the  auto 
industry  in  a  recent  cover  story,  it 
admits  that  the  crusading  consumers' 
guide  'operates  perhaps  the  best 
independent  automotive  test  pro- 
gram in  the  U.S.' " 

10  years  ago 

(From  the  issue  of  Dec.  15,  1986) 
"Ivan  Boesky,  the  Emperor  of 
Arbitrage — a  legend  in  his  own  time. 
But  it  turns  out  the  legend  was  80% 
hype.  Boesky 's  actual  performance  in 
recent  years  has  been  so  far  from 
what  was  expected  of  him  that  only 
by  cheating  did  he  produce  a  decent 
return  for  his  investors." 

"Mrs.  Stephen  Franklin,  wife  of  the 
wealthy  Los  Angeles  businessman, 
drives  a  450  Mercedes  SEL,  owns  six 
fur  coats  and  sends  her  children  to 
top-drawer  private  colleges.  Yet  when 
she  attends  formal  functions,  she 
wears  fake  jewels.  'The  stuff  looks 
beautiful,'  says  her  husband.  'We 
don't  have  to  pay  huge  amounts  for 
insurance,  and  we  don't  have  to  be 
paranoid  about  being  robbed.'"  H 


A  genuine  countess  models  a  $16,000 
copy  of  sr>  $8  million  necklace. 
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THOUGHTS  ON  THE  BUSINESS  OF  LIFE 


thoughts@forbes.com 


In  the  fierce  and  ever 
more  vehement  flap  with 
Japan  over  its  ever  more 
successful  invasion  of 
ever  more  U.S.  marketplaces, 
one  U.S.  complaint  strikes 
me  as  direly  dangerous — the 
argument  that  one  important 
Japanese  cost  advantage  is 
that  Japan  spends  a  negli- 
gible part  of  its  budget  for 
military  might,  that  it  gets 
a  free  shelter  under  our 
nuclear  umbrella. 

The  cost  of  our  nuclear 
retaliatory  capability 
would  certainly  be  what 
it  is  whether  Japan  redevel- 
oped its  military  might  or 
not.  We  wrote  into  their 
constitution  every  possible 
clause  to  prevent  Japan 
from  again  becoming  a  mili- 
tary superpower.  We  should 
be  glad  they're  still 
happy  not  to  be. 

-Malcolm  Forbes  (1971) 


A  Text .  .  . 

Ye  are  the  salt  of 
the  earth:  but  if 
the  salt  have  lost 
its  savour,  wherewith 
shall  it  be  salted? 
It  is  thenceforth 
good  for  nothing, 
but  to  be  cast  out, 
and  to  be  trodden 
under  the  feet  of  men. 
-Matthew  5:13 


Sent  in  by  Dr.  Paulette  Gladis, 

St.  Louis,  Mo. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


Your  enemy  tells  you  rotten 
things  about  yourself  and 
makes  you  cry.  And  your 
friend  tells  you  rotten 
tilings  about  yourself  and 
makes  you  cry.  The  differ- 
ence, of  course,  is  that 
your  friend  is  sincere  about 
the  rotten  things. 
-Peanuts 

Faithful  are  the  wounds  of  a 
friend,  but  the  kisses  of  an 
enemy  are  deceitful. 
-Proverbs  27:6 

He  makes  no  friend  who 
never  made  a  foe. 
-Tennyson 

What  a  delight  it  is  to  make 
friends  with  someone  you 
have  despised! 
-Colette 


So  long  as  we  are  loved 
by  others  I  should  say 
that  we  are  almost  indis- 
pensable; and  no  man 
is  useless  while  he  has 
a  friend. 

-Robert  Louis  Stevenson 

It  is  your  enemies  who  keep 
you  straight.  For  real  use 
one  active,  sneering  enemy  is 
worth  two  ordinary  friends. 

-Ed  Howe 


More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Individual  volumes  are  available  for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  37:  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-234-4553  and  charge  to  your  credit  card. 


We  often  choose  a  friend  as 
we  do  a  mistress — for  no 
particular  excellence  in 
themselves,  but  merely  from 
some  circumstance  that  flat- 
ters our  self-love. 
-William  Hazlitt 

Our  greatest  foes,  whom  we 
must  chiefly  combat,  are 
within. 

-Cervantes 

The  real  enemy  can  always  be 
met  and  conquered,  or  won 
over.  Real  antagonism  is 
based  on  love,  a  love  that 
has  not  recognized  itself. 
-Henry  Miller 

Friendship  is  almost  always 
the  union  of  a  part  of  one 
mind  with  a  part  of  another; 
people  are  friends  in  spots. 

-George  Santayana 

A  friend  should  be  a  master 
at  guessing  and  keeping  still. 

-Nietzsche 

I  have  only  ever  made 
one  prayer  to  God,  a 
very  short  one:  "O  Lord, 
make  my  enemies  ridiculous." 
And  God  granted  it. 
-Voltaire 

It  is  in  our  thirties  that  we 
want  friends.  In  our  forties 
we  know  that  they  won't  save 
us  any  more  than  love  did. 

-F.  Scott  Fitzgerald 

Friends  provoked  become  the 
bitterest  of  enemies. 

-Baltasar  Gracian 

I  hate  admitting  that  my 
enemies  have  a  point. 
-Salman  Rushdie 

I  learned  early  in  life  that 
you  get  places  by  having  the 
right  enemies. 
-Bishop  John  Spong 
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The  most  powerful  man  in  Russia 


:s 


(No,  not  Boris  Yeltsin) 


BURLINGAME  PUBLIC  LIBRARY 


December  30,  1996  ^^^0  $4.95  (Canada  $5.95) 


606  8 


Educated,  Experienced, 
Well  Capitalized. 


Look  who's 
making  it  big 
in  Silicon  Valley 


Buying  a  car 
is  like  getting 
married. 

It's  a  good  idea 
to  get  to  know 
the  family  first. 


Formerly  known  as  the  services  group  of 
The  Dial  Corp,  Viad  is  the  dynamic  new  $2.3 
billion  corporation  that  owns  leading  com- 
panies in  four  growing  industries  -  Airline 
Catering  and  Services,  Convention  Services, 
Payment  Services,  and  Travel  and  Leisure. 

Power  and  the  Competitive  Advantage 

Each  of  the  Viad  companies  cultivates  a  compet- 
itive advantage  through  the  use  of  the  most 
advanced  technology  and  a  proven  commitment 
to  a  superior  level  of  service  in  its  industry 
niche. 

Travelers  Express,  America's  number-one  issuer 
of  money  orders,  owns  patented  technology 
which  allows  it  to  offer  efficient  money-order 
sales  to  more  than  45,000  retailers  nationwide. 
The  company  has  leveraged  its  technological 
edge  to  expand  into  walk-in  utility  payments, 
payroll  processing  and  the  expanding  home- 
banking  market.  As  a  result,  the  company  has 
seen  operating  income  grow  80  percent  in 
the  last  three  years. 
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:hibit<?ronpl Giltspur,  the  world's  number-one 
hibition  agency,  has  aggressively  developed 
[w  income  sources  through  expansion  in  areas 
jch  as  multimedia  and  patented  display  tech- 
>logies. 

'ower  and  the  Discernible  Difference 

]obbs  International  focuses  on  a  critical  indus- 
v  which  has  been  increasing  its  trend  toward 
ttsourcing.  Dobbs,  the  nation's  leading  full- 
rvice  in-flight  caterer  and  aircraft  services 
impany,  is  consistently  the  industry's  top- 
tality  provider  and  is  poised  to  continue  the 
huble-digit  growth  it  has  experienced  in  recent 
ars. 

'ower  and  Market  Strength 

ES  Exposition  Services  is  the  leading  general 
intractor  for  tradeshows  in  North  America.  It 
iovides  services  for  more  than  3,000  of  the 
ntinent's  largest  tradeshows  as  well  as  for 
snts  such  as  the  NFL  Super  Bowl,  the 
ilanta  Centennial  Olympic  Games  and  World 
tp  Soccer. 


Powerful  Heritage,  New  Company 

The  Viad  name  and  New  York  Stock  Exchange 
symbol  (WI)  might  be  new,  yet  the  tradition 
of  growth  and  enhanced  stockholder  wealth 
remains.  While  I  will  be  retiring  in  January 
1997,  be  assured  that  Viad's  experienced  man- 
agement team  will  continue  to  grow  the  com- 
pany to  new  heights  of  accomplishment. 

What  started  as  The  Greyhound 
Corporation,  changed  into  The  Dial  Corp,  and 
now  has  emerged  as  Viad,  is  a  significant  com- 
pany which  has  a  solid,  powerful  history.  In 
fact,  in  the  past  1 5  years,  our  stock  has  beaten 
the  S&P  500  index  significantly.  If  you  owned 
$100  worth  of  Viad  stock  in  1981,  it  would  be 
worth  over  $1,065  today  -  an  increase  of  965 
percent. 

John  W.  Teets 
Chairman  &  Chief  Executive  Officer 
Viad  Corp 


VIAD 


To  see  what  the  power  of  being  number  one  can  do  for  you,  the  investor,  call  us  at  1-800-959-VIAD  or  visit  our  web  site  at  www.viad.com. 

I 


VOLUME  1S8  NUMBER  IS 


On  the  Cover 

102  The  new  Valley  Girls 

High-tech  women  don't 
wear  chips  on  their  shoul- 
ders. They're  too  busy 
starting  hot  companies. 

By  Nina  Munk 
and  Suzanne  Oliver 

90  Is  he  the  Godfather  of 
the  Kremlin? 

Power.  Politics.  Murder. 
Boris  Berezovsky  could 
teach  the  guys  in  Sicily  a 
thing  or  two. 

Management, 

Strategies, 

Trends 

42  Holiday  cheer  for 
stock  market  angst 

The  Dow's  at  6500,  but 
you  dread  capital  gains 
taxes.  Try  philanthropy. 

By  Robert  Lenzner 

60  Throttle  up 

Two  airlines.  Two  losers. 
John  Tague  tries  to  save 
Vanguard  and  Air  South. 

By  Daniel  Roth 


62  Darling  annuities 

Wall  Street  loves  insurers 
that  sell  them.  Beware 
what  lurks  at  Western 
National. 

By  Carolyn  T.  Geer 

68  The  legend  of 
Kushner  Locke 

Five  secondary  offerings 
in  five  years.  Only  suckers 
keep  buying  this  stock. 

By  Robert  La  Franco 

72  Souring  on  Oscar 

First  Qaddafi.  Now 
Saddam.  Is  Coastal's 
Wyatt  a  liability? 

By  Toni  Mack 

98  Throw  some  gas 
on  the  fireplace,  honey 

Heat-N-Glo's  hot  new 
product  does  away  with 
glowing  logs. 

By  Christopher  Palmeri 

1 14  A  great  cigar 
deserves  a  humidor 

Before  you  smoke  'em, 
you  gotta  store  'em. 

By  Suzanne  Oliver 


52  Reuters 


"The  job  of  all  good 
chief  executives  is  to 
destroy  good  ideas." 


120  Spare  an  EMU? 

Once-hot  forex  traders 
find  themselves  out  on 
the  street.  And  it's  cold. 

By  Rita  Koselka 
and  Matthew  Schifrin 

129  Up  &  Comers 
Yuengling  &  Son 
Brewery 

Dick  Yuengling  won't  sell 
out.  He  won't  go  public. 
Can  he  survive  alone? 

By  Julie  Androshick 

132  Starting  Your  Own 
Business 

Spence  Center  for 
Women's  Health 

Taking  the  pain  out 
of  visiting  the  doctor. 

By  Michelle  Conlin 


74  Intergeneration 

"If  it  weren't  for  the  ki 
couldn't  get  her  to  coi 


134  Marketing 
May  the  force 
be  with  you — 
again  and  again... 

Star  Wars  Trilogy 
is  a  merchandiser's 
dream  come  true. 

By  Joshua  Levine 

136  Faces  Behind 
The  Figures 

Olaf  Olafsson,  Advanta; 
Geoffrey  Reiss,  Star  wave. 

International 

43  Korean  Air  Lines 

Market  share  is  down. 
The  won  is  down.  Fuel 
prices  are  up.  So,  why  is 
it  expanding  so  quickly? 

By  Neil  Weinberg 


90  Boris 
Berezovsky 

Russia,  these  days, 
is  a  bubbling 
cauldron  of  crimi- 
nal organizations- 
Sicily  on 
a  giant  scale. 


114  Humidors 

Americans  can't  just  do  something. 
They  have  to  buy  gadgets  to  go  with  it. 
"My  humidor  sales  are  up  80%." 


52  The  Reuters  way 

Create,  don't  buy.  With 
that  formula,  it's  looking 
for  new  markets.  Some 
may  surprise  you. 
By  John  R.  Hayes 

112  TDK  inside 

Products  get  smaller, 
and  smarter.  TDK  gets 
bigger  and  bigger. 
By  Neil  Weinberg 

Law  &  Issues 

45  The  view  from 
the  Treasury 

Robert  Rubin  on  taxes, 
inflation,  the  business 
cycle  and  Social  Security. 

By  Randall  Lane 
and  Lawrence  Minard 

46  Taxing  the  rich 

Congress  sharply  boosted 
marginal  income  tax  rates 
for  1993.  So  what  did  it 
do  for  revenues? 
By  Peter  Brimelow 

74  Granny  care 
and  kiddie  care 

A  symbiotic  solution 
for  all  concerned. 

By  Lisa  Gubernick 


Technology 

138  Safety  on-line 

Three  Israeli  Defense  guys 
take  to  the  Internet. 

By  Josh  McHugh 

142  A  mammal, 
not  a  dinosaur 

Cadence  Design  adapts 
to  meet  customer  needs. 

By  Rita  Koselka 

146  A  play  on 
catheterization 

By  Michael  Gianturco 

148  The  ultimate 
games 

By  Joseph  R.  Garber 

150  The  wait  state 

By  Peter  Huber 

Departments 

10  Side  Lines 

14  Follow-Through 

18  On  My  Mind 

22  Readers  Say 

25  Fact  and  Comment 

30  Other  Comments 

35  Commentary 

37  Transparent  Eyeball 

38  Forbes  Index 

179  Flashbacks 

180  Thoughts 

6  Editorial  Index 


Money  & 
Investments 

152  The  Funds 
Ben  Graham  lives 

To  William  Lippman, 
book  value  isn't  quaint. 

By  Thomas  Easton 

153  The  Funds 
Betting  the  house 

United  Asset  Management. 

By  James  M.  Clash 

156  The  Money  Men 
Stephen  Farley 

Slim  Jims  and  Nascar. 
By  Mary  Beth  Graver 

159  The  Forbes  /Barra 
Wall  Street  Review 

160  Fixed  Income  Review 

162  Streetwalker 

Pittston  Brink's  Group; 
Fila  Holding  SpA; 
Canadian  government 
bonds;  Northeast  Utilities. 


134  Star  Wars  g 

A  kind  of 

American  myth  | 
about  the 
triumph 
of  good 
over  evil? 


Personal  Affairs 


164  Statistical  Spotlight 
No  rust  here 

Buying  decent  metal- ben- 
ders at  ten  times  earnings. 

By  Eric  S.  Hardy 

165  Statistical  Spotlight 
Tornado  insurance 

Stocks  that  mutual  funds 
love  and  Wall  Street  shuns. 

By  Peter  Brimelow  and  Mark  Hulbert 

Columnists 

48  As  I  See  It 

Dinesh  D'Souza 

78  Business  Strategy 

John  Rutledge 

169  Portfolio  Strategy 

Kenneth  L.  Fisher 

170  Stock  Trends 
Laszlo  Birinyi  Jr. 

172  Fixed  Income 

Strategy 

David  P.  Goldman 

174  Market  Trends 

Martin  Sosnoff 


176  Stars  and  Bars — they're  more  than  grand 

Good  old  American  flags  are  hot.  But  watch  out  for  the 
war- wounded.  That  priceless  stain  may  be  cappuccino. 

By  Carrie  Shook 

COVER  PHOTOGRAPH  BY  ERIC  MILLETTE;  DIGITAL  IMAGING  BY  SLIM  FILMS 

FORBES  ONLINE  is  an  electronic  edition  of  Forbes  available 

on  CompuServe.  To  access:  GO  FORBES 

To  access  Forbes  on  the  Internet,  set  your  browser  to: 

http://www.forbes.com 

Our  postal  address  is: 

Forbes,  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  10011 


Forbes  ■  December  30,  1996 


5 


COMPANIES  MNP  NAMcS  IN  THIS  ISSUt 


Forbes 


EACH  REFERENCE 
IS  TO  THE  FIRST 
PAGE  OF  THE 
STORY  IN  WHICH 
THE  COMPANY  OR 
NAME  APPEARS. 


Aames  Financial,  22 
Adamson,  Colin,  98 

Advanta,  136 

Advent  Software,  102,  104 
Aeroflot,  90 
AIG,  174 
Air  South,  60 
Alexy,  Matthew,  160 
All- Russian  Automobile 

Alliance,  90 
Allen,  Paul,  136 
Allou  Health  &  Beauty,  152 
Allstate,  174 
Allstate  Financial,  152 
Altman,  Robert,  68 
American  Home  Products,  146 
American  National 

Insurance,  152 
AMR,  18,  52 
Anderson,  Howard,  142 
Anderson,  Seth,  160 
Anheuser-Busch,  129 
Annin,  176 
Antonov,  Sergei,  90 
Apple  Computer,  104 
Asiana  Airlines,  43 
AT&T,  174 

Audio  Digital  Imaging,  142 
Auguste,  Donna,  108 
Aurum  Software,  102,  104,  108 
Automatic  Data  Processing,  52 
Averin,  Alexander,  90 
Averin,  Viktor,  90 
Avon  Products,  174 
Avtovaz,  90 
Ay  din,  152 


Babylon,  Henry,  98 

BankAmerica,  37,  107 
Bankers  Trust  NY,  170 
Baughman,  Bruce,  152 
Bay  Networks,  138 
BellSouth,  107 
Berezovsky,  Boris,  10,  90 
Berger,  Peter,  48 
Sanford  C.  Bernstein,  62 
BHF  Bank,  120 
Bingham,  Ray,  142 
Bitticks,  Debby,  74 


Elie  Bleu,  114 
Bloomberg  Financial,  52 
BMW,  25 

Bogenschutz,  Rockie,  98 
Bonsai,  Frank,  102 
Boston  Beer,  129 
Brain,  Christopher,  74 

Braun,  38 

Bristol-Myers  Squibb,  174 
BRM  Technologies,  138 
Broderbund,  107 
Brown,  Indigo,  74 
Buchanan,  David,  108 
Buchanan,  Susan,  102, 

104, 108 
Budget  Rent  a  Car,  18 
Bush,  George,  72 
Butler,  John  J.,  22 
Byrnes,  Mary  Ann,  102,  104 

maaaoR  c 

Cabot  Oil  &Gas,  159 
Cadence  Design  Systems,  142 
California  Center  Bank,  156 
Canyon  Ranch,  132 
Caps  Productions,  104 
Carrico,  William,  105 
Caterpillar,  170 
Cerulli  Associates,  62 
CFM  Majestic,  98 
Check  Point 

Software  Technologies,  138 
Checkpoint  Systems,  138 
Children's  Wonderland,  74 
Cho  Choong  Hoon,  43 
Cho  Yang  Ho,  43 
Cisco  Systems,  42,  105,  152 
Citicorp,  120,  174 
Cleveland- Cliffs,  164 
Clinton,  Bill,  22,  25, 

45,46,  169,  170 
Cloherty,  Patricia,  102 
Coastal,  72 
Coca-Cola,  174 
Cogit,  104,  107 
Coleman,  Deborah,  102 
Coleman,  Mary,  104,  108 
Commercial  Intcrtech,  164 
Comnet  Cellular,  156 
Connelly  Containers,  176 
Connelly,  Thomas,  176 
Continental  Airlines,  142 
Cooper,  Ryan  M.,  176 
Coors  Brewing,  129 
Corsair  Communications,  104 
Costello,  Joseph,  142 
C.  Wesley  Cowan 

Flistoric  Americana,  176 
J.  Crew,  162 

CrossRoads  Software,  102, 

104, 106 
CS  First  Boston,  160 
CUC  International,  107 


Curie,  Robin,  104 

Cyrix,  142 


Daisy  Systems,  142 
Datascope,  146 
Davenport  Securities,  164 
Davidoff,  114 
Davidson,  Hal;  120 
Davidson,  Jan,  107 
Day,  Shelley,  107 
DEC,  18 
Deere,  142 

DiMarco,  Stephanie,  102,  104 
Walt  Disney,  16 
Dow  Jones,  52 
Drury,  Gerald,  38 
Du  Pont,  174 

Dubinsky,  Donna,  102,  104 
Dunhill,  114 
Durocher,  Joseph,  18 
Dyer,  Lounette,  102,  104,  107 


Eastman  Kodak,  18,  174 
EDS,  142 
A.G.  Edwards,  160 
Ellison,  Larry,  105 
Elmore,  William,  105 
Enron, 163 
Equitable  of  Iowa,  62 
Espev  Manufacturing,  152 
ESPN,  136 
Estrin,  Judith,  105 
Evolutionary  Technologies 

International,  104 
Exxon,  174 


Fader,  William,  114 

Fahnestock  Viner,  159 
Farley  Capital  Management,  156 
Farley,  Stephen,  156 
Federal  Express,  105 
Federated  Department 

Stores,  18 
Feldstein,  Martin,  45 
Feodorov,  Boris,  90 
Fidelity  Investments  (FMR), 

37, 153 
Fila,  162 

Flynn,  Robert,  107 

FNMA,  174 

Forus  Financial  Services,  90 
Foundation  Capital,  105 
Franklin  Resources,  152,  153 
Freshwater  Software,  108 
Fuji  Photo  Film  169 
Fulca,  Michael  J.,  22 


Gannett,  14 
Gap,  37,  162 


Garnett,  Katrina,  102, 

104, 106 
Garnett,  Terry,  106 

Gartner,  138 

Gates,  Bill,  104,  105,  107 
Gatorade  (Quaker  Oats),  136 
GE,  174 
Gemma,  162 
General  American  Life 

Insurance,  18 
Generations  United,  74 
Gettinger,  Kenneth,  120 
Global  Financial  Information,  52 
Glushkov,  Nikolai,  90 
GM,  136 

Goldberg,  Adele,  104 
Gomez,  Ruth,  74 

Goodmark  Foods,  156 
Green  Bay  News-Chronicle,  14 
Greenspan,  Alan,  25,  150, 

160,  165,  172 
Grey  Advertising,  156 
Griff,  Merle,  74 
Grupo  Televisa,  156 
GT  Interactive,  107 
GTE,  174 


Haddad  Apparel,  134 
Haddad,  Sam,  134 
Hambrecht  &  Quist,  60 
Hambrecht,  William,  60 
Hammer,  Katherine,  104 
Hanjin,  43 

Harding  Lawson  Associates,  152 
Hathwell,  Ernest,  74 
Hathwell,  Matilde,  74 
Haythe  &  Curley,  22 
Headbone  Interactive,  102, 

104,  107 
Healthsource',  156 
Heartland  funds,  159 
Helmke,  James,  129 
Herscher,  Penny,  102 
Hesser,  James  Craig,  72 
Hewlett-Packard,  105,  138 
Higgerson,  Thomas,  18 
Tommy  Hilfiger,  162 
Hilton' Hotels,  18,  174 
Holobetz,  Michael,  129 
Hon  Industries,  98 
HPR,  102 
HSBC,  120 
Hussein,  Saddam,  72 
Hygrade  Distribution  and 

Delivery,  18 
HyperParallel,  107 


IBM,  102,  112,  170,  174 
Infoseek,  52 
Inouye,  Daniel,  43 


Subscriptions:  U.S.A.  one  year  (26  issues)  $57.  Canada,  one  year,  $98  Canadian  funds  (includes  GST).  All  others  $128,  U.S.  funds.  Air  Mail  rates  available 
upon  request.  Forbes  Subscriber  Service:  To  order,  change  address  or  other  customer  service,  call  1-800-888-9896  or  write  Forbes  Subscriber  Service, 
P.O.  Box  37162,  Boone,  IA  50037-0162. 

Forbes  is  indexed  in  major  periodical  indexes  and  can  be  located  in  bound  copy  or  microform  in  major  libraries.  The  full  text  is  available  electronically  on 
major  database  systems. 

I    Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance  Center  (CCC),  27  Congress  St.  Salem,  MA 
01970  to  photocopy  articles  owned  by  Forbes  for  a  flat  fee  of  $1 .50  per  copy  per  article.  Send  payment  to  the  CCC  stating  the  ISSN  (0015  6914),  volume 
and  first  and  last  page  number  of  each  article  copied.  Copying  for  other  than  personal  use  or  internal  reference,  or  of  articles  or  columns  not  owned  by  Forbes 
without  express  permission  of  Forbes  or  the  copyright  owner  is  expressly  prohibited. 

Foebes  does  not  supply  back  issues,  lb  order  reprints:  call  (212)  620-2220  or  fax  (212)  206-5118  (minimum  order  500); 
to  request  permission  to  republish  an  article  call  (212)  620-2421  or  fax  (212)  206-5118.  Reprints  reproduced  by  others  are  not  authorized. 


6 


Forbes  ■  December  30,  1996 


A  promise  you'll  never  near  me  say,  "Ckris,  I  mean  BoLLy,  I  mean  Tim." 


A  promise  matching  sailor  suits  will  never  come  near  your  closet. 


A  promise  to  be  tkere  for  you.  AnJ  you.  And  you. 


othing:  binds  us  one  to  tke  other  like  a  promise  kept.  For  more  than  140  years,  we've  been  helping;  people 
jep  their  promises  by  ensuring?  we  have  the  financial  strength  to  keep  ours.  That's  why  families  and 
isinesses  rely  on  us  to  insure  their  lives  and  their  financial  future.  We  help  you  keep  your  promises.8 
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Keeping  the  old  KGB  busy 

The  authors  of  "Godfather  of  the  Kremlin"  are,  of  course,  well 
known  to  the  editors  of  Forbes  and  highly  regarded  here — but 
after  you've  read  the  article  that  starts  on  page  90,  you  will  under- 
stand why  we  have  omitted  their  names. 

It  reads  like  fiction,  but  this  is  the  true  story  of  the  brilliant, 
unscrupulous  Boris  Berezovsky,  a  close  associate  of  President  Boris 
Yeltsin  and  a  man  who  parlayed  an  auto  dealership  into  Russia's 
most  formidable  business 
empire.  Berezovsky 
stands  tall  as  one  of  the 
most  powerful  men  in 
Russia.  Behind  him  lies  a 
trail  of  corpses,  uncol- 
lectible debts  and  com- 
petitors terrified  for  their 
lives. 

A  number  of  Forbes 
editorial  staffers  were 
involved  in  the  reporting 
and  picture-gathering 
over  a  period  of  many 
months.  As  one  of  them 
puts  it:  "In  Moscow, 
asking  questions  about  Boris  Berezovsky 
Berezovsky  was  like 
being  back  there  in  pre- 

Gorbachev  days.  At  the  very  mention  of  Berezovsky's  name, 
people  would  look  around  furtively,  lower  their  voices  and  try  to 
change  the  subject." 

Russians  have  good  reason  to  be  afraid  of  Berezovsky  and 
people  like  him:  Emulating  the  old  communist  bosses,  the  new 
crime  bosses  use  KGB-trained  assassins  and  enforcers.  In  the  preva- 
lence of  brutality  and  extralegal  power  grabs,  Russia  hasn't  fin- 
ished paying  the  price  for  those  70  years  of  communism. 

This  is  one  of  the  finest  pieces  of  reporting  I  have  seen  in  my 
half-century  in  journalism. 

Silicon  sorority 

They  don't  do  things  in  Silicon  Valley  the  way  they  do  things 
elsewhere.  It's  a  lot  less  formal:  No  one  looks  surprised  if  an  exec- 
utive comes  to  work  dragging  a  couple  of  kids  on  a  day  when 
school  is  closed.  The  high-tech  business  is  young,  and  there  are 
lots  of  opportunities  and  money  available  for  startups.  Does  this 
explain  why  so  many  women  are  popping  up  as  founders  of  high- 
tech companies?  Nina  Munk  and  Suzanne  Oliver  decided  the  phe- 
nomenon deserved  a  story.  On  Nov.  8,  20  of  the  female  techno- 
preneurs  arrived  at  a  San  Francisco  photographer's  studio  where, 
over  mineral  water  and  roast  beef  sandwiches,  they  spent  2lA  hours 
posing  for  photographer  Eric  Millette.  Between  shots  and  having 
their  noses  powdered  by  Millette's  five  assistants,  these  technol- 
ogy leaders  swapped  industry  gossip  and  business  cards.  "Women 
of  the  Valley"  begins  on  page  1 02 . 
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The  future  is  everything  you  can  imagine  in  the  Here  &  Now.  At  Bell 
Atlantic,  we'll  help  make  it  real. 

It'll  be  a  future  where  Fiber  Networks,  Digital  TV  and  ISDN  are  house- 
hold words.  Where  Internet  Solutions,  Entertainment  on  Demand  and 
(Customized  Network  Solutions  help  you  perform  every  day. 

All  of  these  tools  will  be  brought  to  you  by  a  company  you  probably  think 
you  already  know  -  Bell  Atlantic.  Say  the  word,  and  we'll  be  there  to  help  make 
fhe  future  everything  you  could  ever  dream  of. 


Your  vision.  Our  tools. 
Presto:  The  Future. 


*  < 


UpE .  FINE  ART 
MESSING 
✓ITH  SUCCESS 


February  26,  1992: 
Chrysler  minivans  are 
named  top  safety  choice 

in  the  passenger  van 
category  in  Prevention 
magazine's  Safe  Car 

of  the  Year  Awards. 


August  1,  1996: 
Chrysler  Town  &  Country 

minivan  named  lop 
safety  choice  in  the  1995 
passenger  van  category 
by  Prevention  magazine. 
(Anyone  see  a  pattern 
developing  here?) 


November  1,  1995: 
New  Dodge  Caravan  is 
named  Motor  Trend's 
Car  of  the  Year- first  time 
a  minivan  wins  the  award. 
Second  straight  year  that 
a  Chrysler  Corporation 
vehicle  has  won. 


October  11,  1995: 
Accompanied  by  the 
Whetstone  HS  Marching 
Band,  Chrysler  CEO  Bob 
Eaton  delivers  the 
five-millionth  Chrysler 
Corporation  minivan  to 
the  Lombard  family  of 
Columbus,  Ohio. 


'  . ~  "  ^    '  ' 

Having  invented  the  category,  we  at  Chrysler  course,  introducing  it  in  the  first  place  was  a  bit  ch 
Corporation  knew  that  tampering  with  something  as  too.)  But  what  we  finally  decided  was  that  the  gr 
popular  as  our  minivan  would  be  a  delicate  operation.  (Of    risk  was  resting  on  our  laurels.  When  making  great 

Visit  oiirWorld  Wide  Web  site  at  http://www.chryslercorp.com,  or  call  toll-free  1-888-GREATCARS.  *Chrysler  minivan  owner  loyalty  at  63%  in  compilation  of  62,583  new 
light  truck  buyers^  conducted  during  the  '92  second-quarter  (January,  February,  March)  sales  period.  ^Always  wear  your  seat  belt. 


May  15,  1992: 
isciplinary  platform  team  convenes  to  begin 
k  on  the  next  generation  of  the  minivan. 


August  1,  1992: 
Dodge  and  Plymouth  minivans 
get  optional  sport  handling 
suspension.  Car  pools  across 
America  become  approximately 
37%  less  boring. 


September  18,  1992: 
Consumer  A  ttitude 
Research  announces 
that  Chrysler  minivans 
have  the  highest  repeat 
purchase  rate  of  any 
platform  sold  in 
the  United  States* 


July  15,  1992: 
Platform  team  reads 
letters  from  minivan 
owners  asking,  "Why 
not  put  a  sliding  door  on 
the  driver's  side  too?" 


May  9,  1993:  ^ 
Sales  of  Chrysler  minivans 
in  Asia  pass  2, 000.  Reports  that 
minivan  interior  is  more 
spacious  than  average  Beijing  ->» 
apartment  are  unconfirmed.  a^?J| 


March  10,  1995: 
signed  Chrysler,  Plymouth,  and  Dodge  minivans  reach 
alerships  with  features  including  dual  front  air  bags} 
tional  dual  sliding  doors,  Easy  Out  Roller  Seats,™  and 
lough  storage  space  for  the  most  acquisitive  of  families. 


April  18,  1994: 
Fuel-door  problem 
solved.  (Sorry,  but 
if  we  told  you  how, 
we  d  have  to  kill  you.) 


September  15,  1993: 
Problem:  How  to 
keep  driver's-side 
sliding  door  from 
banging  into  fuel  door. 


rucks  is  your  goal,  the  right  decision  is  usually 
obvious.  Kind  of  like  the  idea  of  putting  a  sliding 
>n  both  sides  of  your  minivan,  come  to  think  of  it. 


GREAT  CARS. 
GREAT  TRUCKS. 
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EDITED  BY  DAVID  S.  FONDILLER 

Tough  transition 

If  home  health  care  had  a  rosy 
future,  Olsten  Corp.  was  making  a 
smart  acquisition.  That's  what  we 
thought  three  years  ago  when  Olsten, 
one  of  the  nation's  largest  providers 


Olsten  Corp.'s  Frank  Liguori 

Has  top  management  lost  focus? 


of  temporary  staffing  services  (1995 
revenues,  $2.8  billion),  planned  to 
buy  Lifetime  Corp.,  a  large  supplier 
of  home  health  care  personnel  (July 
19,  1993). 

Alas,  home  health  hasn't  been 
the  earnings  engine  we  and  Olsten 
hoped  for.  On  Nov.  21,  the  Melville, 
N.Y.-based  company  announced 
that  fourth-quarter  earnings  would 
fall  far  below  Street  estimates.  The 
announcement  sent  Olsten's  stock 
plummeting  27%  to  14%.  In  early 
December  shares  slid  to  13%,  their 
lowest  level  since  1992  (split  adjust- 
ed), down  49%  for  the  year. 

Chairman  Frank  Liguori  acknowl- 
edges that  most  of  the  trouble  is 
on  the  home  health  side.  As  more 
people  move  to  managed  care,  Olsten 
is  losing  business  to  hospitals  and 
HMOs  and  getting  less  for  each  patient 
it  treats.  But  a  deeper  problem 
may  be  that  home  health  is  a  far 
more  complicated  and  regulated 
industry  than  temp  staffing.  While 
struggling  to  master  the  new  business, 
Olsten's  senior  management  may  have 
neglected  its  traditional  business.  "We 
have  not  taken  our  eye  off  the  ball," 
Liguori  insists.  But,  he  concedes,  "it's 
been  a  tough  transition." 

The  little  paper  that  could 

When  we  first  wrote  about  Frank 
Wood's  newspaper,  the  Green  Bay 
News-Chronicle,  we  didn't  think  the 


tiny  tabloid  could  chug  on.  The 
scrappy,  moneylosing  paper  was  get- 
ting whipped  by  the  flashy,  Gannett- 
owned  Green  Bay  Press-Gazette  in 
what  appeared  to  be  one  of  America's 
last  great  newspaper  wars.  Wood's 
11,000  daily  circulation  was  less  than 
one-fifth  that  of  the  Press-Gazette 
(Sept.  18,  1989). 

We  were  wrong.  The  News-Chron- 
icle has  in  fact  done  well  against  stag- 
gering odds.  How? 

Shortly  after  our  story,  Wood  hired 
a  journalist  to  unearth  dirt  on  his 
rival.  What  ensued  was  a  relentless, 
ten-day  series  that  ran  in  the  News- 
Chronicle  outlining  how  Gannett  had 
used  backhanded  tactics  to  monopo- 
lize markets  across  America  and  in 
Green  Bay. 

The  series  caused  quite  a  stir  in  the 
working-class  football  town.  Adver- 
tisers rallied.  Within  a  year,  the  News- 
Chronicle's  ad  base  jumped  40%  and 


Newspaper  publisher  Frank  Wood 
Stayin'  alive. 


has  held  steady  ever  since.  Gannett's 
ad  sales  people  have  stopped  bad- 
mouthing  the  News-Chronicle. 

Gannett's  local  Green  Bay  publish- 
er, Press-Gazette  boss  William  Nus- 
baum,  declines  to  comment  on  the 
newspaper  war.  He  probably  hopes 
the  whole  thing  will  blow  over.  Fat 
chance  as  long  as  the  68 -year-old 
Wood  is  still  alive  and  kicking.  "I'm 
going  to  devote  the  rest  of  my  life  to 
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On  January  1, 1997 
The  Next  Century  Begins. 


We  seem  to  be  a  little  ahead.  But  then  we  always 
have  been. 

Twentieth  Century  Mutual  Funds  and  The  Benham 
Group  are  well-known  as  forward  thinkers. 

Now  we  have  combined  our  investment  strengths 
into  something  new  and  more. 

Starting  January  1,  there  will  be  something  bigger 
and  better  than  the  both  of  us.  We  believe  it  will  put 
you  even  farther  ahead. 

American  Century.  Investing  in  your  future. 


American 
Century 


.americancentury.com 


The  Olympus  of 
Reminders 


Richie's  car  phone  „ 
201-555-1234' 


Movie 


at  8:15 


OLYMPUS 

Note  Corder  100 


tickets  loi  Miss  Sai9»" 


ttrrL'  *»  o„  If  Ua00.6o* 
§  Sc<>«,, 


fighting  the  devils,"  he  vows. 

-Michelle  Conlin 


Resilient  reptile 

Speaking  of  averting  death,  back 
in  1994  we  told  you  that  Barney,  that 
purple  dinosaur  of  TV  and  toyland 
fame,  appeared  headed  for  the  tar 
pits.  Though  Barney  merchandising 
had  pulled  in  an  estimated  $84  mil- 
lion in  gross  earnings — enough  to 
make  him  number  three  on  our  1994 
highest-paid  entertainers  list — over- 
exposure seemed  to  be  hastening  his 
extinction  (Oct.  10,  1994). 

Turns  out  Barney  is  tougher  than 
he  looks.  After  plunging  to  $15  mil- 
lion in  1995,  Barney's  gross  earnings 


TV  icon  Barney 
He's  baaack. 


are  up  over  40%  this  year.  He's  still 
the  top  show  on  TV  for  toddlers,  and 
10  of  the  top  25  bestselling  children's 
nontheatrical  videos  of  1996  are 
Barney-related.  Retailers  such  as  Toys 
"R"  Us,  who  once  tore  down  tem- 
porary Barney  displays,  are  putting  up 
permanent  ones. 

Part  of  Barney's  revival  is  interna- 
tional. He's  now  the  number  one 
show  for  preschoolers  in  both  En- 
gland and  New  Zealand.  An  outfit 
called  Three  Dimensional,  which 
handles  the  theropod's  international 
licensing,  says  that  last  year,  Barney 
apparel,  accessories,  books  and  videos 
were  second  only  to  Disney  in  the 
U .  K.  -Rana  Dogar  ■§ 
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;e.  Snake.  Chicken's  feet.  Octopus.  In  Asia,  all  kinds 
things  go  into  a  rice  bowl.  But  one  item  is  really 
■prising:  nickel.   Let  us  explain.  For  years,  stainless 
el  has  been  an  ingredient  of  cutlery 
I  cookery  in  North  America, 
:ause  it  doesn't  trans 

food's  taste  or 
jr.  Now,  for  the 
ae  reason, 
being  used 
make  rice 
Iris  and  chop- 

<s  in  Asia 

ch  is  appetizing 

rS  for  the  investor, 

ause  Inco  makes  the  nickel 
makes  the  stainless 

I.  And  rice  bowls  aren't 


only  thing  we  bring  to 


the  table.  Inco  nickel 


and  cars  than  any  other  nickel  producer.  (China  alone 
manufactures  40  million  bikes  a  year.]  We're  also 
a  popular  item  on  the  menu  of  Asia's  architects, 
construction  engineers  and  railway 
manufacturers.  As  well,  our 
nickel  alloys  are  in 
increasing  demand 
for  a  number 
of  high-tech 
applications, 
from  personal 
computers  and 
televisions  to 
chip  boards.  And 
our  presence  in  Asia  is 
no  recent  development.  In  fact, 
we've  been  there  for  years,  nurturing  the 
local  relationships  so  crucial  to  stable,  long  term  growth 
in  Asia.  So,  what's  in  the  rice  bowl  for  you?  If 
you're  an  investor,  plenty.  For  your  copy  of  Inco's 
1995  Annual  Report,  or  for  a  free  video  further 
detailing  our  current  activities  throughout  Asia, 


is  playing  a  key  role  in  many  of  Asia's       please  call  us  today  toll-free  at  1-800 -3 61- INCO. 


ning  industries.  For  instance,  we  make  more 
lis  of  nickel  for  the  plating  of  bicycles,  motorcycles 


inco 

STRONGER  FOR  OUR  EXPERIENCE 


ON  MY  MIND 


WHAT'S  WORRYING  TOP  EXECUTIVES/EDITED  BY  KATAR2YNA  WANDYCZ 


Tech  goofs 


By  Shailaja  Neelakantan 


"Don't  be 
taken  in  by 
glamorous 
looks." 

Kurt  Lieberman, 
vice  president, 
support  services, 
Reynolds 
&  Reynolds 


American  corporations  spent  an  estimated 
$275  billion  this  year  to  improve  information 
technology.  Money  well  spent?  Not  all  of  it. 

According  to  The  Standish  Group  Interna- 
tional, a  market  research  firm,  a  full  one-third 
of  the  money  was  essentially  wasted.  It  yielded 
no  real— or  even  a  negative— return. 

Here,  seven  corporate  executives  talk  about 
their  technology  disasters  and  draw  some 
lessons  from  them. 


Douglas  Schwinn 

Senior  Vice  President 
Information  Systems 
FoxMeyer  Drug  Co. 
(now  McKesson  Corp.) 

We  spent  $18  million  to 
open  a  new  warehouse  with 
automated  pricing  and  picking 
devices  which  move  products 
around  like  a  conveyor  belt.  The  system  was 
developed  by  an  outside  consultant.  We  take 
orders  late  at  night  and  deliver  in  the  early 
morning.  There  are  thousands  of  these 
orders. 

The  system  blew  up  on  us.  It  couldn't 
handle  the  volume  of  data  and  kept  shutting 
down.  Once  we  started  it  up  again,  it  lost 
chunks  of  data  about  the  orders.  People  were 
running  frantically  all  night  from  shelf  to 
shelf  trying  to  get  orders  in.  We  lost  millions 
compensating  customers  for  late  arrivals.  We 
lost  even  more  money  air  shipping  orders 
that  would  normally  have  been  trucked. 

We  knew  on  the  launch  date  the  system 
was  flawed,  but  we  had  already  shut  down 
our  only  two  other  warehouses.  We  went  into 
a  product  that  wasn't  ready  for  us  and  that 
we  weren't  ready  for.  In  fact,  it  helped  send 
us  into  bankruptcy.  What  did  we  learn?  Not 
to  be  overimpressed  by  technology. 

Richard  Liddy 

Chief  Executive 

General  American  Life  Insurance 

Our  in-house  technologists  devoted  six  years 
and  $1.6  million  to  building  a  system  for  our 
reinsurance  business,  but  it  was  too  slow  and 
cumbersome.  Every  time  we  wanted  to 
change  how  we  calculate  premiums,  we  had 
to  redo  the  software. 

Lloyd  Sloan,  one  of  our  actuaries,  used  to 
be  a  mathematics  teacher  at  a  local  college. 


He  kept  saying  that  we  should  move  away 
from  the  mainframe  to  a  more  decentralized 
system  where  software  development  would 
be  in  the  hands  of  the  users.  But  we  listened 
to  the  technology  whizzes. 

Finally  we  decided  to  let  Sloan  take  a  shot 
at  it  even  though  he  had  no  technical 
degree.  When  we  told  our  systems  people 
that  Sloan  was  taking  over  the  project,  they 
were  shocked — but  glad  to  get  rid  of  it. 
"The  new  system  is  going  to  fall  flat  on  its 
face,  but  don't  call  us  to  come  back  and  pick 
up  the  pieces,"  they  said.  Well,  it  did  work. 

The  lesson  we  learned  is  that  it's  some- 
times better  to  have  someone  who  knows  the 
business  working  on  the  technology  than 
someone  who  knows  the  technology  but  not 
the  business. 

Dan  Potter 

Founder  and  President 
1-800-CONTRACTOR 
(a  referral  service  covering 
southern  California) 

My  partner  and  I  started  this  company  two 
years  ago,  and  it  has  been  growing  so  quickly 
that  we  are  constantly  buying  computers.  As 
a  penny-pinching  startup,  we  made  a  mistake 
by  buying  the  cheapest  computers.  They  kept 
quitting  and  freezing  on  us.  It  took  us  four 
trips  to  the  store  to  return  the  monitor. 
When  we  got  totally  fed  up,  we  sold  them  off 
at  a  worse  discount  than  we  bought  them. 

Then  we  went  to  the  other  extreme.  We 
bought  top-of-the-line  computers  and  ended 
up  spending  a'  lot  more  than  necessary.  Now 
we  are  sticking  with  mid-level  stuff  assembled 
locally  by  PC  Club,  a  bare- bones  wholesaler 
nearby.  Their  quality  is  comparable  to  the 
best — and  we  get  better  service,  because  they 
are  local.  My  motto,  which  I  learned  the  hard 
way,  is  that  $2,000  is  the  right  amount  to  pay 
for  a  computer. 
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1997  Lincoln  Mark  VHI  $36,950 


Lincoln  Mark  VIII 

Cadillac  Eldorado 

Engine 

4.6L  DOHC  InTech™  V-8 

4.6L  DOHC  Nonhsur  V-8 

Horsepower  @  RPM 

280  8  5500 

275  9  4250 

Torque  <$  RPM 

285  m  4500 

300  <?  4400 

100,000-mile  Scheduled  Tune-up  Interval" 

STANDARD 

STANDARD 

Anti-lock  Brakes  (ABS) 

STANDARD 

STANDARD 

All-Speed  Traction  Control 

STANDARD 

STANDARD 

Auto  Load-leveling  Suspension 

STANDARD 

STANDARD 

Theft -deterrent  Coded  Ignition  Key 

STANDARD 

STANDARD 

Power  Driver/Front  Passenger  Seats 

STANDARD 

STANDARD 

Remote  Keyless  Entry  System 

STANDARD 

STANDARD 

Solar  Tint  Glass 

STANDARD 

STANDARD 

Automatic  On/Off  Headlamps 

STANDARD 

STANDARD 

Dual  Power  Heated  Outside  Mirrors 

STANDARD 

STANDARD 

Auto-dimming  Inside  Minor 

STANDARD 

STANDARD 

Dual  Power  Front  Seat  Recliners 

STANDARD 

STANDARD 

Dual  Illuminated  Visor  Mirrors 

STANDARD 

STANDARD 

Wiper-activated  Headlamps 

STANDARD 

STANDARD 

Automatic  Parking  Brake  Release 

STANDARD 

STANDARD 

Center  Console 

STANDARD 

STANDARD 

Power  Tilt -telescoping  Steering  Wheel 

STANDARD 

Leather  Seating  Surfaces 

STANDARD 

Anti-theft  Alarm  System 

STANDARD 

Auto-dimming  Dnver-side  Mirror 

STANDARD 

Dnver'Passenger  Power  Lumbar  Support 

STANDARD 

Dnver/Passenger  Autoghde  Seals 

STANDARD 

Memory  Driver  Seat 

STANDARD 

Memory  Sideview  Mirrors 

STANDARD 

Computer-managed  Air  Suspension 

STANDARD 

Premium  Audio  System 

STANDARD 

In-dash  CD  Player 

STANDARD 

10-function  Memorv  Profile  System 

STANDARD 

Lmninirc™  High  Intensity  Discharge  Headlamps 

STANDARD 

Full-width  Neon-lighted  Rear  Taillamp  Applique 

STANDARD 

Electronic  Compass 

STANDARD 

Outside  Mirrors  w'Secuniv  Lamps  and  Turn  Signal  Ind 

calon  STANDARD 

Reverse  Tilt -down  Outside  Mirrors 

STANDARD 

Speed-dependent  Ride  Height  Adjuster 

STANDARD 

Concealed  Radio  Antenna 

STANDARD 

Overdrive  Lockout 

STANDARD 

Illuminated  Interior  Door  Handles 

STANDARD 

Manufacturer's  Suggested  Retail  Price 

$36,950 

$38,830 

Equipment  Standard  on  Lincoln  Mark  VIII  and 

Leather  Seating  Surfaces 

Optional  on  Cadillac  Eldorado 

Auto-dimming  Dnver-side  Minor 

Dnver/Passenger  Power  Lumbar 
Memory  Features 
Electrochromic  Mirrors 

Options  Price 

SI. 660 

Manufacturers  Suggested  Retail  Pnce, 
Comparably  Equipped 

$36,950 

$40,490 

Buv  a  Lincoln  Mark  Vlll  and  Save 

$3,540 

'LWn  normil  Jnung  londmorn  wuh  routine  fluid  lillei  change* 
Batfd  on  MSRP  ..impinu-n  of  mmpmbK  tripped  vehicles. 
Lumiiun  »  t  indcourL  at  OSRAM  SYLVAN  [A  INC 

1  j  1 1 1 '  ■  r  i  u  i  i«ideo(i  only 

Competitive  diu  bjmJ  »n  ninorul  inlurmadon 


LINCOLN 


What    A    Luxury    Car    Should  Be 

To  receive  a  free  brochure  call  1  800  446- 


UN  MY  MINU 


Two-thirds  of 
technology  proj- 
ects run  into  trou- 
ble. On  average, 
they  take  three 
times  longer  than 
estimated.  They 
also  cost  three 
times  as  much. 
Worst  of  all,  the 
systems  deliver 
only  40%  of  fea- 
tures techies 
promised. 


''Developing 
the  whole 
computer 
system  from 
scratch  is  the 
last  resort." 


Joseph  Durocher, 
chief  information 
officer, 

Hilton  Hotels  Corp. 


Joseph  Durocher 

Chief  Information  Officer 
Hilton  Hotels  Corp. 

In  1988  Hilton,  Marriott,  Budget  Rent  a  Car 
and  AMR  Information  Services  spent  $125 
million  on  a  reservation  system  called  Con- 
firm. The  technology  people  at  our  compa- 
nies started  with  a  blank  piece  of  paper. 

It  was  just  too  big  and  complicated  a  proj- 
ect with  too  many  experts  involved.  In  1992 
we  pulled  the  plug  on  Confirm.  We  have 
gone  back  to  hiltron,  our  worldwide  reser- 
vation system,  which  we've  built  upon  over 
decades.  We  learned  that  one  needs  to  devel- 
op systems  and  implement  them  in  little  bits. 
Developing  from  scratch  is  the  last  resort. 

Thomas  Higgerson 

Senior  Vice  President 

Hygrade  Distribution  &  Delivery 

We  try  to  be  bleeding-edge  in  the  technology 
we  use — but  being  a  leader  means  that  some- 
times we  pay  the  price.  We  developed  a  $1.5 
million  warehouse-management  system  for 
Federated  Department  Stores  to  link  them  to 
manufacturers. 

We  hoped  to  use  the  system  to  speed  up 
delivery  of  big-ticket  items.  Customers  don't 
like  to  wait  for  delivery,  and  stores  don't  like 
to  carry  big  inventories  of  this  stuff.  Using 
our  system,  the  store  would  be  hooked  up  via 
computer  with  the  manufacturer  and  elec- 
tronically transmit  the  customer's  order  to  us. 
Our  system  would  then  generate  the  delivery 
schedules  immediately. 

The  six-month  pilot  test  worked  beautiful- 
ly. But  when  we  tried  to  integrate  all  of  Fed- 
erated's  stores,  we  realized  that  the  concept 
was  bankrupt  from  the  start.  Every  Federat- 
ed store — be  it  Macy's,  Sterns  or  Blooming- 
dale's — does  its  buying  individually,  from 
different  manufacturers.  The  system  we 
designed  required  centralized  buying. 

We  learned  we  need  to  know  our  clients  a 
lot  better.  We  can't  be  cutting-edge  with 


every  account.  Next  time  we  will  work  with 
clients  who  have  centralized  purchasing,  like 
Kmart  and  Wal-Mart. 

Kurt  Lieberman 

Vice  President,  Support  Services 
Reynolds  &  Reynolds 
(supplier  of  information  systems  to  the 
automotive  and  health  care  industries) 

When  we  needed  a  new  software  program  for 
distribution,  we  bought  it  from  a  vendor  with 
a  much-touted  hot  technology.  After  we  got 
it,  we  realized  the  program  couldn't  handle 
our  complex  scheduling.  It's  ironic:  Technol- 
ogy is  our  business — yet  we  got  taken.  How 
could  it  happen?  The  software  simply  looked 
very  snazzy — it  had  lots  of  colorful  graph- 
ics— and  seemed  easy  to  use.  We  went  back  to 
our  old  program  and  upgraded.  The  biggest 
lesson  we  learned  was:  Don't  be  taken  in  by 
glamorous  looks  and  buzzwords. 

Dr.  Edith  W.  Martin 

Chief  Information  Officer 
Eastman  Kodak 

In  1990  we  outsourced  our  telephone  and 
computer  networks  to  Digital  Equipment  in  a 
five-year  contract.  We  didn't  think  the  tele- 
phone system  was  good  enough,  or  that 
Digital  could  improve  it.  We  moved  that 
service  to  Nortel  in  1993. 

What  did  we  learn?  Not  to  outsource  an 
activity  to  an  organization,  no  matter  how 
capable  it  is,  unless  it's  their  core  competence. 


What's  on  your  mind? 

If  you  are  a  business  executive,  whether 
with  a  big  company  or  a  small  one,  we'd 
like  to  know  what's  bothering  you  these 
days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 
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Fhink  of  it  as  the  most  important 
part  of  your  PC,  top 


to  its  cradle  and 
keep  your  Pilot 


Presenting  Pilot,  the  easy  way  to  take  the 
important  personal  info  that's  on  your  PC 
with  you  wherever  you  go. 

Enter  addresses,  phone  numbers,  and 
appointments  just  once — on  your 
Pilot  or  your  PC.  Then  drop  Pilot 
press  the  HotSync"  button.  That's  all  it  takes 
and  PC  in  sync. 


Pilot  comes  complete  with  its  own  desktop  personal  information 
manager,  plus  everything  you  need  to  be  up  and  running  in  minutes. 
It's  also  compatible  with  the  Windows  software  you're  currently  using 
for  personal  information  management,  including  Lotus  Organizer, 

Scheduled  Now  Up-to-Date,  and  Sidekick*  And  at  only  4.5" 
tall,  5.5  oz,  and  $299,  it  fits  any  pocket  and  pocketbook. 
To  learn  where  to  get  one,  call  1-800-881-7256.  To  arrange 
riie  connected  organizer,    a  demo,  go  to  our  web  site,  http://www.usr.com/palm. 


pilot 


Now  available  at  Circuit  City,  CompUSA,  Computer  City,  Egghead,  Office  Depot,  OfficeMax  and  Staples 


ional  links  lor  third  party  desktop  PIM  software  must  be  purchased  separately  The  average  U  S  street  price  lor  Pilot  1000.  complete  with  all  desktop  and  organizer  software,  docking  cradle  and  accessories  ©  1996  U  S  Robotics 
Robotics  and  the  U  S  Robotics  logo  ate  registeied  trademarks  and  Pilot  the  Pilot  logo  and  HotSync  are  trademarks  ol  US  Robotics  and  its  subsidiaries  All  other  producl  names  are  registered  trademarks  of  their  respective  owners 


flobotics 


READERS  SAY 

readers@forbes.com 

Cyber  power  in  action 

Sir:  Re  "Cyber  power"  (Dec.  2). 
Living  and  working  in  Portugal,  I 
could  just  as  well  be  in  New  York. 
Six  months  ago  I  included  in  our 
company's  homepage  a  file  so  long  it 
needed  to  be  compressed  with  soft- 
ware I  had  obtained  on  the  Internet. 
When  I  tested  the  download,  a  copy- 
right notice  came  up  saying  the  file 
had  been  compressed  using  an  unli- 
censed version  of  the  software. 

I  immediately  went  into  the  soft- 
ware company's  Web  site  and  paid 
$49  by  credit  card  to  register  my 
copy  of  their  compression  program. 
Within  one  hour  I  had  received  by 
E-mail  a  registration  code  to  make 
my  copy  legal.  I  recompressed  the 
file,  uploaded  it  to  our  Web  server 
(in  London!)  and  was  in  business. 
-Peter  Villax 
Loures,  Portugal 

Woltz  has  his  say 

Sir:  I  strongly  disagree  with  your 
criticism  of  Alan  E.  Woltz's  leader- 
ship of  London  International  (July 
17,  1995),  and  also  want  to  set  the 
record  straight  re  your  report  that  in 
the  spring  of  1993  Mr.  Woltz  "mis- 
led the  London  financial  community 
into  believing  everything  was  fine," 
and  that  "for  this  the  company  was 
formally  censured  by  the  London 
Stock  Exchange." 

To  the  contrary,  the  disclosure 
leading  to  the  censure  was  made  to 
lower    analysts'    estimates.  The 
Exchange  found  that  the  manner, 
not  the  substance,  of  the  company's 
disclosure  violated  certain  rules  of 
the  Exchange.  Moreover,  the  cen- 
sure had  nothing  to  do  with  Mr. 
Woltz,  who,  at  the  time,  was  the 
non-executive  chairman  of  the  com- 
pany, having  retired  as  chief  execu- 
tive officer  in  March  1991. 
-John  J.  Butler 
Hay  the  &  Cur  ley 
New  York,  N.  Y. 

We  acknowledge  and  regret  the  inac- 
curacies.-^. 

Extravagant  cheapies? 

Sir:  "Accounting  magic  101"  (Nov. 
18)  was  right  on  target.  What  you  for- 
got   to    mention    is    that  Aames 


Financial  touts  itself  as  cost  conscious. 
They  claim  in  their  advertising  that 
they  are  "not  able  to  afford  a  famous 
athlete/celebrity  for  their  radio  ads." 
But  they  can  afford  a  Gulfstream  jet, 
expensive  new  headquarters,  and  now 
expansion  into  already  saturated  mar- 
kets like  England. 
-Jack  Thornton 
Beverly  Hills,  Calif. 

Sometime  unifier 

Sir:  In  "Underrated  unifier"  (Fact 
and  Comment,  Dec.  16)  you  say  the 
electoral  college  forces  candidates  to 
wage  national  campaigns  and 
strengthens  the  force  of  the  popular 
vote  by  magnifying  the  winning 
margin  in  close  races.  Instead,  after 
analyzing  their  strengths  and  weak- 
nesses in  the  various  states,  candi- 
dates all  but  ignore  those  states  with 
few  electoral  votes  or  those  in  which 
they  have  clearly  wide  winning  or 
losing  margins,  and  campaign 
strongly  in  the  "swing  states." 

Clinton  did  make  one  campaign 
appearance  in  Virginia  this  year,  but 
it  was  at  the  urging  of  fellow  Demo- 
crat legislators  who  thought  he 
might  actually  win  the  Virginia 
votes.  The  electoral  college  should 
be  abolished  and  the  popular  vote  be 
used  to  elect  the  President. 
-Michael  J.  Fulca 
Arlington,  Va. 

The  right  figures 

Sir:  Your  listing  of  the  500  largest 
private  companies  (Dec.  2)  under- 
stated the  results  of  Watson  Wyatt 
Worldwide;  it  did  not  account  for 
our  European  operations.  In  1996 
Watson  Wyatt  had  $631  million  in 


global  revenue,  $103  million  in 
operating  income  and  $34  million  in 
net  income.  A  final  note:  Our  ceo's 
name  is  A.W.  (Pete)  Smith  Jr. 
Robert  McKee 
Director  of  Public  Relations 
Watson  Wyatt  Worldwide 
Bcthcsda,  Md. 

Our  mistake.  Our  table  listed  only 
U.S.  revenues.-ED. 

Antitrust  for  lawyers 

Sir:  Re  "The  guild  fights  back" 
(Nov.  18).  The  key  players  intent  on 
reducing  and  setting  fees  charged  by 
independent  paralegals  are  attorneys. 
Complaints  are  rarely  filed  on  behalf 
of  a  person  who  received  inadequate 
service;  instead  they  are  filed  to 
extort  what  is  deemed  as  "excessive 
fees"  and  under  the  vague  guise  of 
protecting  consumers.  It's  time  for 
antitrust  laws  to  be  applied  to  the 
lawyer  monopoly. 
-Renee  C.  Nesbit 
Pasadena,  Md. 

Forging  backward 

Sir:  Re  "And  don't  come  back" 
(Nov.  18).  The  U.S.  confiscatory 
income  tax,  exit  tax  and  the  loss  of 
freedom  to  travel  described  in  your 
article  run  a  close  parallel  to  old 
communist  policies.  When  the 
Communist  Party  came  to  power  in 
China  almost  50  years  ago,  they  pro- 
ceeded to  confiscate  the  wealth  of 
the  few  "rich,"  which  later  expanded 
to  cover  a  broad  population.  Old 
communism  is  withering  in  the  rest 
of  the  world,  but  is  still  budding  in 
Washington. 
-Gary  Wong 
Hong  Kong 
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TAIWAN 


WHERE  ASIAN  INDUSTRY  IS 

OPENED 


When  it  comes  to  the  basic  industries 
of  Asia,  Taiwan  is  opening  a  world 
of  opportunities. 

With  a  global  nexus  of  manufactur- 
ing partners,  and  world-class  design- 
ers and  engineers,  Taiwan  has  led 
Asia  in  its  miraculous  development. 
Take  the  packaging  industry,  for 
example.  Taiwan  is  one  of  the 
leading  exporters  of  complete 
turn-key  systems  to  countries  across 
the  developing  world. 

But  the  best  part  is,  for  all  this 
cutting  edge  technology  and  quality, 
you  still  get  great  pricing. 
It's  called  VALUE.  And  it's  what 
every  buyer  looks  for.  At  the 
Taipei  World  Trade  Center,  you  can 
see  the  dynamos  of  Taiwan  under  one 
roof,  especially  at  world-class  Taipei 
Trade  Shows.  And  at  TWTC's 
International  Trade  Mart,  you  can 
see  300,000  product  samples  from 
manufacturing  networks  spread  from 
Japan  to  Java. 

So  get  opened  to  the  world. 
Get  to  TWTC. 


Taipei  World  Trade  Center 


Operated  by: 

China  External  Trade  Development  Council 

5  Hsinyi  Rd ,  Sec.  5,  Taipei,  Taiwan,  R  O  C. 
Tel.  886-2-725-1111,  Fax  886-2-725-1314 
htlp//www  cetra  org  tw 
hllp  //www.laipeitradeshows  org 


Branch  offices  In  U.S.A. 

Tel:1  212  730  4466,1  415  788  4304 

1  312  803  8888,1  305-477-9696 


INTRODUCING  GOLF  VACATIONS  SO  COMPLETE, 
YOU'LL  HAVE  TO  ACTUALLY  MAKE  STUFF  UP  TO  WORRY  ABOUT. 


With  the  Card,  you  can  enjoy 
the  security  which  comes  from 
more  than  I.  700  Travel  Service 
locations'  in  over  120  countries 
Whether  it  's  quick  access  to  cash 
or  replacement  of  a  lost  Card, 
American  Express  is  ready  to 
assist  you  when  you  need  it  most. 


31 1J  3M6V1B  1500b  ' 

-  T.  1 


Cards 


Looking  for  the  ultimate  in  worry-free  travel?  Consider  America  West  Golf  Vacations, 
offering  guaranteed  tee  times  up  to  90  days  in  advance  at  exclusive  courses  through- 
out the  Phoenix/Scottsdale  area.  Round-trip  air.  Hotel  accommodations.  Even  a 
rental  car.  All  in  one  affordable  package,  courtesy  of  America  West  and  The  American 
Express*'  Card.  If  you're  a  member  of  the  America  West  worldwide  frequent  flyer 
program,  FlightFund,®  you  can  earn  an  exclusive  5,000  bonus  miles**  just  by 
charging  the  trip  to  your  American  Express®  Card.  Which  should  free  your  mind 
considerably.  Not  that  that's  always  a  good  thing,  of  course.  For  infonnation  or  reser- 


©1996  Amenco  West  Airlines.  *  Not  all  services  available  al  all  locations.  **5,000  FlightFund  bonus  miles  will  be  awarded  for  America  West  Golf  Vacation  packages  completed  1  2/1/96 
through  1/31  /97,  and  charged  to  the  American  Express  Card  FlightFund  bonus  miles  will  only  be  awarded  to  one  purchaser  per  package.  Bonus  mileage  coupon  received  with  golf  pack- 
age must  be  completed  and  returned  to  AWA  to  be  eligible  Application  of  FlightFund  bonus  miles  is  in  lieu  of  the  standard  500-mile  bonus  issued  with  all  America  West  Vacation  packages. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in- 


ALAN  GREENSPAN  CAN  RAISE  QUESTIONS 

about  lofty  stock  market  levels.  The  Fed,  however,  should  high,  diey  will  be  "corrected"  soon  enough  by  die  collective 

not  try  to  deflate  equities,  as  its  Japanese  counterpart  did  in  actions  of  buyers  and  sellers.  There  is  no  way  a  Washington- 

the  late  1980s,  by  squeezing  credit.  Japan  has  suffered  un-  based  institution  can  fine-tune  financial  markets  to 

necessarily  with  a  prolonged  stagnation.  If  stocks  are  too  reflect  the  price  levels  self-styled  elites  deem  appropriate. 

PERMIT  PENNY-PINCHING 


The  nation's  stock  exchanges  should  start  pricing 
equities  in  decimals  rather  than  in  fractions.  Canada's 
Toronto  Stock  Exchange  did  this  in  April.  Instead  of 
using  fractions  such  as  %  and  stocks  trading  above  $5 
are  now  priced  in  five-cent  ticks;  stocks  below  $5  are 
priced  to  the  nearest  penny.  The  use  of  the  fraction  % 
likely  goes  back  to  the  days  of  Spanish  dollar  coins,  which 
were  sliced  into  eight  pieces.  Each  slice  was  called  a  bit; 


hence  that  old  ditty,  "Shave  and  a  haircut — two  bits." 

Many  Wall  Streeters  fear  this  change  would  cost  them 
revenues  and  would  hurt  or  halt  trading  of  certain  small 
stocks.  In  Canada,  while  spreads  did  shrink,  revenues  re- 
mained constant  and  commission  profits  appear  to  have 
increased,  in  no  small  part  because  the  public  increased  its 
trading.  Based  on  Canada's  experience,  investors  in  the 
U.S.  could  save  at  least  $1.5  billion  a  year  in  trading  costs. 


OH  SAY,  CAN  THEY  SEE! 

The  tables  are  finally  being  turned  on  the  destructive  trial-  handmaiden  of  the  state's  ambulance  chasers.  Contingency- 
lawyer  lobby.  States  such  as  Texas  and  Alabama  had  long  fee  litigators  ponied  up  immense  amounts  of  their  ill-gotten 
been  havens  for  these  vultures,  who  would  make  immense     gains  to  beat  back  See's  challenge.  Outrageously  false  accu- 


campaign  contributions  to  judicial  can- 
didates who,  being  pliable,  would  in 
turn  open  die  floodgates  for  frivolous 
lawsuits  and  oudandish  awards.  Now 
aroused  voters — and  lawyers  who 
believe  in  the  rule  of  law — are  joining 
forces  to  curb  this  corrupting  process. 

This  year  Alabama — a  state  where  a 
jury  hit  BMW  with  $4  million  in  puni- 
tive damages  for  not  revealing  to  a 
buyer  that  it  had  applied  a  post-factory 
coat  of  paint  to  his  new  car — had  a  crit- 
ical race  for  a  position  on  its  Supreme 
Court.  Voters  threw  out  a  pro-trial- 
lawyer  Supreme  Court  justice  and  elected  a  distinguished 
law  professor,  Harold  See.  The  incumbent  was  a  shameless 


Harold  See:  Voters'  favorable  decision 
upsets  powerful  plaintiffs'  bar. 


sations  and  whispering  campaigns  were 
leveled  at  the  professor.  All  for  naught. 
See  stuck  to  his  message  of  returning 
sanity  to  the  state's  judicial  system  and 
won  a  convincing  electoral  victory.  As 
a  result,  two  other  litigator-loving 
Supreme  Court  justices  may  not  even 
bother  to  run  for  reelection  next  year. 

A  similar  turnaround  has  taken 
place  on  the  Texas  Supreme  Court, 
where  eight  of  the  nine  Justices  were 
not  previously  trial  lawyers.  Califor- 
nia's overwhelming  defeat  of  the  trial 
bar's  pet  proposal,  Proposition  211, 
and  Professor  See's  stunning  win  in  Alabama  demonstrate 
that  voters  are  seeing  through  litigators'  self-serving  claims. 


IMPERMISSIBLE  PRACTICE 


The  heart-wrenching  news  about  the  teenage  parents 
murdering  their  newborn  son  in  a  Delaware  motel  will 
hopefully  lead  to  the  banning  of  partial-birth  abortions. 

Defense  lawyers  will  probably  employ  this  argument:  A 
baby  can  be  legally  aborted  moments  before  its  birth. 
What,  morally,  is  die  difference  between  ending  a  baby's 
life  just  before  it  leaves  the  womb  or  just  after?  Does  the 
matter  of  a  few  minutes  really  justify  one  act's  being  per- 


fectly legal  and  the  other's  commanding  the  death  penalty? 

Most  civilized  nations  ban  or  restrict  abortions  after  the 
first  trimester.  Most  Americans  would  support  such  restric- 
tions, except  in  cases  where  the  mother's  life  is  in  danger. 
Tragically,  it  took  this  baby's  death  to  create  the  pressure 
that  may  finally  force  Bill  Clinton  to  sign  into  law  what  he 
cynically  vetoed  only  a  few  months  ago — prohibition  of  a 
form  of  infanticide  called  the  partial-birth  abortion. 
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This  year's  winners  once  again  come  from  the  digested  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  Wo  other 

Forbes  colleagues,  Jeff  Cunningham  and  Tom  Jones. 


Aureole 
Chanterelle 
The  Four  Seasons 
La  Grenouille 


Le  Bernardin 
Le  Regence 

Les  Celebrites 
Lespinasse 
March 


Oceana 
Parioli  Romanissimo 
Restaurant  Daniel 
"21"  Club 


New  to  superstardom:  Le  Bernardin  and  Oceana — both 
fantastic  fish  fooderies;  Les  Celebrites — beautiful,  dis- 
creet, opulent,  with  superb  main  courses  and  dazzling 
desserts;  Restaurant  Daniel — contemporary  French  at  its 
best,  but  service  is  reminiscent  of  Paris  at  its  most  ar- 


rogant. Le  Cirque  closed  and  will  reopen  at  the  Villard 
House  in  the  New  York  Palace  Hotel  early  next  year. 
Lespinasse  is  to  eating  what  the  St.  Regis  Hotel  (where 
this  Star  is  located)  is  to  sleeping.  "21"  Club,  legendary 
power  place,  should  stick  with  that  old-time  chicken  hash. 


Arcadia 
Cafe  de  Bruxelles 
Etats-Unis 
Fifty- Seven,  Fifty- Seven 
Gotham  Bar  &  Grill 

Gramercy  Tavern 
Hudson  River  Club 
I  Trulli 
II  Cantinori 


II  Mulino 
La  Caravelle 
La  Cote  Basque 
La  Reserve 
Montrachet 
Nippon 
Nobu 


Osteria  del  Circo 
Park  Avenue  Cafe 
Peter  Luger  Steak  House 
Seryna 
Shun  Lee  Palace 
The  Sign  of  the  Dove 
Sparks  Steak  House 
Union  Square  Cafe 
West  63  rd  Street  Steakhouse 


Some  new,  bright  eateries,  several  never  Three  Stars  be- 
fore, including  Cafe  de  Bruxelles  (perfect  pommes  frites), 
I  Trulli  (one  of  NYCs  prettiest  courtyard-garden  spots), 
Osteria  del  Circo  (a  younger-crowd  Le  Cirque)  and  Park 
Avenue  Cafe  (some  of  the  most  imaginative  cooking  in 
town).  Etats-Unis  and  Hudson  River  Club  are  knocking 


on  the  Four  Star  door.  La  Caravelle,  after  a  disastrous  spring, 
hired  a  new  chef  who  has  returned  it  to  Three  Stars  and  may 
retire  it  to  its  former  glory.  Red-meat  eaters  will  feast  at 
Japanese  steakery  Seryna,  as  well  as  at  our  other  Three  Star 
steak  houses.  The  Sign  of  the  Dove  combines  flash  with 
first-rate  food.  Union  Square  Cafe  is  back,  better  than  ever. 


Aquavit — new  chef,  improved  Scandinavian  menu;  Cafe 
des  Artistes — Clintonesque  decor  whets  appetite  for  love- 
ly meal;  Cafe  Nicholson — deliciously  old-worldly;  The 
Carlyle  Restaurant — best  Big  Apple  breakfastery;  Chez 
Josephine — no  place  for  party  poopers;  City  Crab  and 
Seafood  Co. — seafare  will  hook  you;  Dial-a-Dinner — bril- 
liant no-brainer:  call,  pick  a  restaurant  and  get  a  meal  de- 
livered to  your  home;  Downtown — hot  new  spot  from 
Giuseppe,  son  of  Harry,  the  creator  of  Harry  Cipriani 
uptown;  Fiorello's  Roman  Cafe — Lincoln  Center-area 
oasis;  Gabriela's — best  traditional  Mexican  food  in  Big 
Apple;  Harry  Cipriani — crazy,  but  fun;  Jekyll  and 
Hyde — -kids  will  love  theme  if  diey  survive  long  wait; 


Kings'  Carriage  House — heavenly  home-style  fare; 
Layla — find  for  lovers  of  Middle  Eastern  food;  Mesa 
Grill — still  happening;  Mi  Cocina — superb  south-of-the- 
border  cuisine;  Patria — spicy,  yet  wonderfully  fresh  food; 
Periyali — Greek  food  fit  for  Alexander  the  Great; 
Petrossian — perfect  for  caviar-and-champagne  occasions; 
Rosa  Mexicano — grande"  dame  of  Mexican  restaurants; 
The  Royal  Canadian  Pancake  House — heaping  helpings 
of  artery-clogging  breakfast  foods;  Second  Avenue  Kosher 
Deli — not  a  tourist  trap,  but  the  real  thing;  Sylvia's  Res- 
taurant— superior  soul  food;  The  Terrace — old-fashioned- 
ly  elegant  and  romantic,  with  one  of  best  NYC  views; 
Turkish  Kitchen — Suleiman  would  have  been  impressed. 
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You're  going  to  hear  a  lot  about  competition  between  wireless  technologies.  The  battle  will  be 
onfusing.  but  the  winner  will  be  clear.  Only  CDMA  technology  (Code  Division  Multiple  Access)  will  truly 
hange  how  you  communicate  by  providing  a  new  generation  of  digital  wireless  services,  from  cellular 
d  PCS.  The  spoils  of  victory:  clearer  calls,  no  static,  less  background  noise,  fewer  dropped  calls  and 
o  cloning.  We  don't  just  offer  CDMA--we  developed  the  technology  and  the  phones.  Now  you  can 
et  both  at  your  local  wireless  provider.  It's  your  call.  Technology  for  ^^UALCO/WV\ 


ie  future.  Or  technology  for  musty  archives.  For  details,  contact  us  at 
ttp://www. qualcomm.com/cdma/  or  1  -800-349-41 88. 


CDMA 


where  digital  comes  from. 


WE  PROUDLY  SUPPORT  SPi'MECO  CDMA  LAUNCHES  IN  THESE  MARKETS: 

Chicago,  Dallas,  Honolulu,  Houston,  Jacksonville,  Miami,  Milwaukee,  New  Orleans,  Richmond,  San  Antonio,  and  Tampa. 


Schwabs  advice  to  investors 


Know  As  Much 

As  You  Can, 
Pay  As  Little  As 
You  Can. 


What  does  it  take  to  become 
a  successful  investor? 

While  many  would  have  you 
believe  that  its  a  mystifying 
process,  we  at  Schwab  have  a 
different  point  of  view. 

For  best  results, 
the  tried  and  true. 

At   Charles   Schwab,  we 
believe  investing  is  best  done 
when  you're  guided  by  a 
few  basic  principles: 
•  Invest  for  the  long  term 

rather  than  the  quick  gain. 


Look  for  value  whe 
you  can  find  it. 
Seek  out  balanced,  obji 
information. 
Evaluate  carefully  the  a 
of  organizations  that  h 
vested  interest  in  the  fi 
cial  products  they  sell  y 

The  term  "a  wealth 
information"  may  B 

ESPECIALLY  APPROPRIA 


At  Schwab,  we  believe 
the  investor  should  think  intently 
and  spend  wisely. 


Schwab  offers  litei 
dozens  of  tools  that  can 
you  pick  up  valuable  inves 


©1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (12/96)  Prospectuses  containing  more  complete  information,  Q 
management  fees,  charges  and  expenses,  are  available  from  Schwab.  Schwab  receives  remuneration  from  Mutual  Fund  OneSource  cot 


rmation- even  if  you've       one  of  them  is  free  of  loads 
m-    purchased    a    stock,       and  transaction  fees.  (While 
1  or  mutual  —   funds  with 


before. 
Vith  these 
you  will 
ve  the  guid- 
you  need  to 
it  with  more 


loads  can 
offer  attrac- 
tive returns 
and  other 
b  e  n  e  f  i  t  s  , 


Charles  R.  Schwab.  Committed  to  giving 
you  control  over  your  financial  goals.         you  COU 


Id 


idence  and  authority. 

VESTORS  WHO  PAY  LESS 
AVE  MORE  TO  INVEST. 

arles  Schwab  introduced 

concept  of  discount 
cerage    over   20  years 

and  we're  more  deter- 
ed  than  ever  to  make 

that  investors  enjoy  a 

advantage. 

for  example,  a  product 
Schwab's  Mutual  Fund 
Source*  service  offers  over 

funds  from  many  of 
rica's  best-known  mutual 
families.  And  every  single 


start  off  by  giving  up  as 
much  as  6%  of  your 
investment  principal.  Even 
on  bad  days,  the  Market  is 
rarely  off  that  much.) 

Why  not  become  a 
Schwab  customer  yourself? 

Every  day,  thousands  of 
new  investors  turn  to 
Charles  Schwab. 

So  why  not  join  them? 
Something  tells  us  you'll 
find  it  an  altogether  demysti- 
fying experience. 


Charles  Schwab 
Oiters  Numerous  Investing 
Tooes,  Including- 


select » -i"*1 


Mutual  Funds 
Plri  ormance  Guides 

Quarterly  publications  providing  historical 
data  on  funds  available  through  Schwab. 


StreetSmart' 

Award-winning  investment  software  that 
lets  you  track  portfolio  performance 


Investment  Specialists 

Specialists  are  available  at  most  Schwab  offices 
to  help  you  with  a  score  of  investment  issues. 


An  Invaluable 
Investing  Sourcebook: 
Yours  Free. 

To  receive  vour  tree  copv  oi 
The  Essential  Investor™  visit  one  of  our  more  B 
than  235  offices  nationwide  or  phone: 

1-800-833-8633 


standard  transaction  foe  will  In-  charged  on  each  redemption  of  fund  shares  bought  with  no  transaction  fee  and  held  for  90  days 
ichwab  reserves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the  future  should  short-term  trading  become  excessive. 


Other  Comments 


Listen  Up,  D.C.! 

Real  listening  in  a  committee  meet- 
ing has  always  been  a  near  impossibili- 
ty. Each  member's  function  was  to 
talk,  and  while  other  people  were  talk- 
ing the  individual  member  was  busy 
figuring  out  what  he  ought  to  say  next 
in  order  to  shore  up  his  own  position. 
Debating  is  what  committees  really 
do,  not  thinking.  Take  away  the  need 
for  winning  points,  leading  the  discus- 
sion, protecting  one's  face,  gaining 
applause,  shouting  down  opposition, 
scaring  opponents,  all  that  kind  of 
noisy  activity,  and  a  group  of  bright 
people  can  get  down  to  quiet  thought. 
-Lewis  Thomas, 
The  Medusa  and  the  Snail 

Time  for  Another  Tea  Party 

Originally,  [our  income  tax]  applied 
to  a  small  portion  of  the  population 
and  the  usual  rate  was  1%.  In  the  last 
50  years,  the  income  tax  has  become  a 
mass  tax,  and  the  Internal  Revenue 
Code  has  become  riddled  with  deduc- 
tions, exemptions  and  credits. 

Our  tax  law  discourages  savings. 
Individuals  are  taxed  on  their  earnings 
and  again  on  income  from  savings. 
Corporate  profits  are  taxed  twice, 
once  at  the  corporate  level  and  again 
at  the  shareholder  level.  Capital  gains, 
including  gains  from  inflation,  are 
taxed  at  28%,  and  the  law  still  favors 


debt  over  equity.  Businesses  can  de- 
duct interest  on  borrowing  but  cannot 
deduct  shareholder  dividends.  A  low 
savings  level  results  in  lower  produc- 
tivity and  fewer  jobs. 
-Shirley  D.  Peterson,  Commis- 
sioner of  Internal  Revenue 
in  the  Bush  Administration, 
New  York  Times 


Fondly  Noted 


Berry's  World 


A6O0T 

fruitcakes 

very 


1993  by  NEA,  Inc. 


Most  people  remember  their  first  kiss, 
their  wedding  night,  die  birth  of  a 
child.  I  also  remember  the  day  I  first 
became  a  footnote.  There,  at  die  bot- 
tom of  a  page,  was  my  name,  preceded 
by  a  tiny  number  and  followed  by  the 
tide  of  my  book  and  the  page  cited. 

Once  a  footnote,  a  writer  is  no 
longer  just  an  author,  but  an  authority. 
To  be  a  footnote  is  to  achieve  a  kind  of 
immortality,  a  posthumous  existence 
in  the  pages  of  someone  else's  book. 
-Kenneth  L.  Woodward,  Newsweek 

Liberal  Arts 

Suppose  you  want  to  "get  along"  with 
Liberals.  It  is  probably  best  to  begin  by 
memorizing  a  few  phrases  for  when 
you  talk  to  [them].  Liberals  love  in- 
volved words.  The  less  meaning  there  is 
in  words  the  more  Liberals  love  them. 

Use  psychiatric  words,  the  more 
esoteric  the  more  approved.  Try 
involution,  delivered  with  a  grave 
expression.  Or  inter-personal,  other- 
directed,  Id,  supra-conscious,  invert- 
ed, ruminative.  For  a  more  earthy 
touch  casually  speak  of  the  "traumat- 
ic results  of  too-early  toilet  training." 
That  gets  the  Liberal  where  he  lives. 
-Taylor  Caldwell, 
On  Growing  Up  Tough 

Broadcast  Muse 

For  societies  still  under  die  weight 
of  dictatorship,  probably  die  most 
valuable  thing  we  can  do  to  spur  them 
toward  democracy  is  broadcasting. 

In  countries  like  China,  Burma, 
Vietnam,  Laos,  North  Korea,  Iran, 
Iraq,  Libya  and  Syria,  a  Radio  Free 
Asia  or  a  Radio  Free  Middle  East  could 
play  a  constructively  subversive  role  by 
broadcasting  uncensored  domestic 
news  and  providing  a  platform  for  a 


range  of  suppressed  opinions. 

In  time,  as  satellite  dishes  grow 
smaller  and  cheaper,  direct- broadcast 
television  may  supplant  the  role  of 
short-wave  radio  in  evading  the  censors 
of  closed  societies.  Already  the  regimes 
of  Iran  and  China  have  imposed  crimi- 
nal penalties  against  private  ownership 
of  dishes.  But  for  at  least  another  de- 
cade or  two,  radio  will  remain  crucial. 
-Joshua  Muravchik,  The  Impera- 
tive of  American  Leadership 


Prosperity  is  something  created 
by  people  and  their  industries 
and  business  for  which  govern- 
ment takes  credit. 

-Ronald  Reagan,  in  Ronald 
Reagan:  The  Wisdom  and  Humor 
of  The  Great  Communicator 

Hard  to  Swallow 

The  late  [author  and  anthropologist] 
Carleton  Coon  [said]  that  cooking 
was  "the  decisive  factor  in  leading  man 
from  a  primarily  animal  existence  into 
one  that  was  more  fully  human." 
While  this  is  a  tempting  proposition 
for  die  food  historian,  it  is  based  on 
the  premise  that  humans  could  not  get 
down  to  developing  a  culture  until 
they  were  released  from  the  need  to 
spend  hours  every  day  chewing  tough 
meat — whereas  any  deskbound  sand- 
wich-eater today  knows  that  working 
and  chewing  tough  meat  are  by  no 
means  mutually  exclusive  occupations. 
-Reay  Tannahill,  Food  in  History 

Toast  of  the  Town 

On  his  arrival  in  1647  Peter  Stuy- 
vesant,  director  general  of  the  New 
Holland  colony  [and]  a  strict  Calvin  - 
ist,  observed  the  often  drunken  holi- 
day celebrations  and  proclaimed:  "We 
expressly  forbid  on  New  Year  any 
beating  of  die  drum;  nor  shall  there 
be  at  those  times  any  wines,  brandy- 
wines  or  beers  dealt  out." 

So  this  New  Year's  in  the  Big  Apple, 
revelers  should  bring  out  their  drums 
and  brandy-wines,  and  raise  one  to 
die  English  who  got  rid  of  Stuyvesant. 
-Civilization  n 
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THAN  MOST 


CARMAKERS 


Pity  the  PARKER  SONNET  Vision  Fonce  that 
s  randomly  selected  as  one  of  our  test  subjects. 

We  tumble  it  with  keys,  coins  and  other  abrasive 
bjects  to  simulate  daily  "pocket  wear."  We  heat  it  to 
40°F.  and  freeze  it  to  20°F.  to  ensure  it  will  perform 


flawlessly  under  the  most  extreme  conditions.  Even  the 
clip  is  tested  25,000  times  for  strength  and  spring.  Are 
we  being  obsessive?  Given  that,  like  all  of  our  writing 
instruments,  the  PARKER  SONNET  Vision  Fonce  has 
a  lifetime  guarantee,  there  is  no  other  way  to  be. 


A  PARKER  IS  IN  THE  DETAILS  ^  PARKER 


Fahrney's  1-800-624-PENS 


Hoechst  is  a  world  leade 
and  chemicals.  But  how 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  and  chen 


pharmaceuticals 
earth  is  it  pronounced: 


You  probably  come  across  us 
every  day,  perhaps  without  even 
knowing  it. 

Maybe  in  our  medicines  that 
help  doctors  keep  you  healthy  or 
treat  serious  illnesses. 

Or  in  the  food  on  your  table, 
grown  with  the  help  of  our  agri- 
cultural products. 

Or  maybe  in  your  home  or  car 
where  our  fibers,  plastics  and 
paints  make  your  life  easier,  safer 
and  brighter. 

But  with  our  name  some  people 
still  get  a  little  tongue-tied! 

It's  actually  very  easy. 

We're  called  Hoechst,  pro- 
nounced "Herkst". 

You  can  say  that  again! 

Hoechst  Marion  Roussel,  Inc. 
P.O.  Box  9627 

Kansas  City,  MO  64134-0627 
Hoechst  Celanese  Corp. 

P.O.  Box  2500 

Somerville,  NJ  08876-1258 
Internet: 

http://www.hoechst.com/ 


taff  of  145,000  people  worldwide,  annual  sales  total  $36  billion. 


Hoechst 


Sun  designed  the  first  intranet 
back  when  people  thought 

intranet  was  a  typo* 


The  intranet.  Everyone's  talking  about  it,  but  few  are  taking  advantage  of  it.  Whether  you're  talking  business-to-business,  or  busine 
to-consumer,  Sun  can  show  you  the  opportunities  associated  with  the  intranet,  and  then  provide  you  with  the  products,  senl 
and  support  to  help  you  implement  those  solutions.  Everything  from  industry-leading,  easy-to-use  Netra'"  servers  and 


industry  partnerships,  to  the  revolutionary  Java' 1  technology,  and  Solstice"  SunScreen"  and  Solstice  Fire  Walk  1 
security  products.  So  don't  waste  time  and  resources  trying  to  re-create  the  wheel,  call  Sun.  After  all  ^^jfc*^        ^l^fff  i 

intranet  experts-we  helped  invent  it.  To  learn  more,  contact  http://www.sun.com  or  1-800-786-0785,  Ext.  370.    the  network  is  the  comput! 


C1°96  Sun  M.c/oiyit*w.i  Inc  U\  -.^Ku  '♦tec»<J  $un  Sun  M«roiril*mt  1h*  Sun  Logo.  SoUne*.  J*>*  SunSe/een  Nen»,  *"d  The  NerworV  It  Th«  Compute'  i 


.  Inc  m  the  United  Sure)  and  i 


Irtdem**  ol  Checkpoint  Software  Technologies.  Ltd .  uied  unde'  license  by  Sunfl 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


MEXICO  IS  HAVING  A  SUBSTANTIAL  RECOVERY 


only  two  years  after  President  Ernesto  Zedillo's  govern- 
ment improvidently  and  drastically  devalued  the  peso — 
effectively,  as  one  industrialist  put  it,  "stopping  the  coun- 
try in  an  afternoon."  The  U.S.  and  the  International 
Monetary  Fund  quicldy,  and  correctly,  helped  with  heavy 
infusions  of  cash  and  credit.  Opponents  of  our  doing  any- 
thing outside  our  borders  predicted  heavy  losses,  but 
Mexico  has  swiftly  met  its  obligations  and  is  steadily  mov- 
ing forward.  During  this  economic  crisis  some  500,000 
jobs  were  lost.  Those  jobs  have  since  been  recovered,  and, 
as  of  Oct.  15th,  125,000  new  ones  have  been  created. 

The  principal  engine  driving 
Mexico's  recovery  is  exports.  Mex- 
ico exports  telephones,  televisions, 
household  appliances,  steel,  textiles, 
flour  and  many  other  items  in  enor- 
mous annual  totals.  These  sales  have 
increased  from  about  15%  of  GDP  in 
1994  to  over  30%  this  year. 

Exports  surged  because  Mexican 
products  are  of  good  quality  and  are 
competitively  priced  because  wages 
have  not  kept  up  with  inflation.  Also 
the  government  and  banks  have  effec- 
tive policies  for  helping  companies 
with  technical  advice  and  credit,  and  for  helping  them  find 
foreign  markets  for  their  products.  Mexico  also  has  the  in- 
frastructure and  the  schools  to  provide  trained  and  skilled 
workers.  Finally,  all  of  North  America  has  greatly  benefit- 
ed from  Nafta's  free-trade  policies.  In  electronics  alone, 
trade  between  Canada,  the  U.S.  and  Mexico  has  increased 
nearly  25%  since  1993.  In  fact,  electronics  exports  to  the 
U.S.  are  almost  equal  to  U.S.  electronics  exports  to 
Mexico.  Tariffs  have  been  cut.  Mexico- based  plants  have 
prospered,  which  has  been  profitable  for  the  U.S.  as  most 
of  the  components  used  in  Mexico  are  made  here.  Indeed, 
total  trade  between  the  U.S.  and  Mexico  has  grown  62%, 
from  $9.4  billion  in  1993  to  $15.2  billion  in  1995. 

But  all  is  not  totally  bright.  Mexico's  domestic  economy 
is  recovering  more  slowly.  Domestic  consumption  is  down 
because  of  moderate  unemployment,  and  accumulated 
inflation  through  September  was  20.4%  and  is  expected  to 
reach  27%  for  the  year.  Interest  rates  have  reached  nearly 
30% — too  high  to  encourage  the  borrowing  of  needed  seed 
money  for  small  and  medium-size  businesses.  Adding  to 


CWW  and  Enrique  Vilatela  Riba,  director 
general  of  Bancomext  in  Mexico  City. 


problems  is  the  extreme  level  of  air  pollution  in  Mexico  City. 

Economic  policy  seems  on  the  right  track,  however. 
The  budget,  which  will  be  balanced  for  1996,  will  show 
a  small  deficit  in  1997  for  two  reasons:  First,  the  banks, 
sorely  hurt  in  1994-95,  need  a  subsidy  somewhat  com- 
parable with  our  bailout  of  the  S&Ls,  and,  second,  major 
and  expensive  revisions  in  the  social  security  system  are 
under  way.  The  government  has  no  plans  to  make  up  this 
deficit  by  increasing  already-too-high  taxes;  instead  it 
intends  vigorously  to  improve  tax  collection.  It  is  also 
counting  on  projected  economic  growth.  Through  this 
year's  second  quarter,  real  GDP  grew 
by  7.2%,  ahead  of  predictions. 

Privatization,  to  which  the  govern- 
ment is  committed,  is  going  slowly  be- 
cause of  delaying  tactics  used  by  some 
party  officials  and  bureaucrats  anxious 
to  keep  their  old  fiefs.  Also,  there  is  an 
absence  of  buyers  for  some  of  Mexico's 
older  assets.  Many  people  believe  the 
government  will  not  meet  its  goal  of 
selling  approximately  $12  billion  of 
state-owned  assets  by  the  year  2000. 
The  ruling  party  has  blocked  privatiza- 
tion of  the  vast  petrochemical  industry. 
Even  so,  Mexico  is  moving  toward  a  more  democratic  cli- 
mate, a  difficult  transition  for  a  country  that  throughout 
modern  times  has  had  a  history  of  either  foreign  domination 
or  one-party  rule.  The  long-ruling  PRI  (Institutional  Revo- 
lutionary Party)  is  losing  elections,  with  many  cities  and 
states  having  opposition  PAN  (National  Action  Party)  ma- 
jorities, mayors  and  governors.  There  is  increasing  pressure 
to  fill  major  posts  by  election  rather  than  by  appointment.  At 
the  same  time,  Mexico's  press  is  becoming  increasingly  free. 

Everyone  we  talked  to — government  officials,  bankers, 
industrialists,  economists — feels  that  present  economic 
policies  will  remain  whether  the  PRI  or  PAN  wins  the 
1997  congressional  elections  or  the  Presidential  election  in 
2000.  The  strongly  left  Democratic  Revolutionary  Party  is 
given  little  chance  of  winning.  All  of  this  is  good  news  for 
Mexicans,  as  well  as  for  Americans  investing  in  Mexico. 

Mexico  is  our  biggest  trading  partner.  It  is  vital  that 
the  U.S.  remain  knowledgeable  about  and  sensitive  to 
Mexico's  needs,  and  it  is  more  important  than  ever  that 
our  countries  work  together  in  friendship.  iSSl 
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In  business,  it's  critical  to  stay  ahead  of 
the  curve.  And  now,  more  than  ever,  a  CPA 
can  help.  As  business  advisors,  many  CPAs  have 
a  wide  exposure  to  all  the  operational  aspects 
of  many  different  businesses.  Plus  wide-ranging 


consulting,  risk  management  and  more. 
This  not  only  lets  them  look  at  your 
business  objectively,  but  also  gives  them  the  vision 
to  help  your  business  make  the  right  moves 
at  the  right  time.  And  stay  right  on  target. 


experience  in  strategic  planning,  turn-around    (^^^  P/^V  j     You  see  numbers.  We  see  opportunities. 


THE    CPA.    NEVER    UNDERESTIMATE    THE  VALUE' 

American  Institute  of  Certified  Public  Accountants.  AlCPA  Online  (http: / /www. aicpa.org) 
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The  age  of  misanthropy 


BY  DAMON  DARLIN 


Is  technology 
turning  us 
into  isolated 
souls?  No, 
it's  giving  us 
more  time  to 
do  the  things 
that  count. 


My  idea  of  a  perfect  day  is 
when  I  don't  have  to  talk  to 
anybody  to  get  things  done. 

I  love  those  automated 
teller  machines.  No  need  for 
annoying  waits  while  the  old 
lady  in  front  of  me  chats  with 
the  bank  teller  about  the 
weather.  No  need  to  compli- 
ment the  manager  on  her 
new  outfit. 

At  the  gas  station  I  no 
longer  have  to  watch  an 
incompetent  attendant 
fumble  with  the  credit  card 
imprinter  from  behind  4 
inches  of  bulletproof  Plexi- 
glas.  I  simply  stick  my  credit 
card  into  a  "crind"  ("card 
reader  in  dispenser").  On 
new  models  I  may  soon  be 
able  to  order  chili  dogs  right 
from  the  pump,  eliminating 
the  need  to  yell  into  a 
microphone  or  fumble  with 
change  at  Jack  In  The  Box. 

I  drive  out  of  my  way  to 
find  a  station  with  crinds.  If 
that's  misanthropic,  I  am  not 
alone.  The  marketing  folks  at  Unocal  assure  me 
that's  majority  behavior. 

I  can  now  rent  a  car,  buy  an  airline  ticket, 
even  check  in  and  out  of  a  hotel  with  no 
human  contact.  It's  been  years  since  I  had  to 
establish  a  "relationship"  with  a  stockbroker. 
No  Christmas  cards  to  send  out;  no  need  to 
ask  how  his  children  are  doing.  Fidelity  lets 
me  punch  in  numerical  codes  on  the  tele- 
phone for  the  stock  name  and  for  the  number 
of  shares  I  want. 

At  Bank  of  America  I  bank  by  computer, 
moving  money  from  one  account  to  another 


with  no  human  contact.  In  the  office  E-mail 
eliminates  a  lot  of  superfluous  telephone 
chitchat. 

Is  technology  turning  us  into  a  nation  of 
isolated  souls,  shunning  human  contact?  I 
don't  see  it  that  way.  I  see  it  as  giving  me 
more  time  to  have  the  contact  I  really  want 
while  eliminating  merely  frictional  encoun- 
ters. Which  has  me  wondering:  Why  am  I 
standing  here  in  a  long  line,  waiting  to 
renew  my  driver's  license?  I  could  instead  be 
having  some  good  old-fashioned  conversa- 
tion with  friends. 


Baby  may  burn,  but  her  pj's  won't 


BY  SUSAN  ADAMS 


Last  month  I  headed  out  on  my 
first  shopping  foray  as  a  mom-to-be. 
I  wanted  a  one-piece,  soft  and  cuddly 
100%  cotton  outfit  with  feet.  No 
luck.  The  Consumer  Product  Safety 
Commission  has  decreed  otherwise. 

In  their  wisdom  the  unelected 
bureaucrats  have  ruled  that  kids' 
pajamas  must  be  made  out  of  "flame  retardant" 
fabric:  often  coarse,  usually  nasty  100%  poly- 
ester. Stores  do  sell  all-cotton,  one-piece  new- 


born outfits,  but  not  with  feet.  Feet 
would  make  them  "sleepwear," 
which  must  be  made  of  itchy  stuff. 

At  babyGap  I  discovered  a  pure 
cotton  gown  with  ties  at  the  bottom 
to  cover  tiny  feet.  Looked  like  sleep- 
wear  to  me.  How  do  you  get  away 
with  it?  I  asked  the  salesclerk.  Reply: 
"We  don't  call  it  pajamas."  The  label  reads, 
"Not  intended  for  sleepwear." 
Annoyed,  I  called  the  Consumer  Product 
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Safety  Commission.  As  of  January  1997  cotton 
pajamas  with  feet  will  be  legal  for  babies  up  to 
9  months  of  age.  But  for  older  kids,  cotton  is 
okay  only  if  the  pj's  are  "tight-fitting." 


Robin  Rice,  a  babyGap  vice  president,  says  die 
government  rules  have  gone  from  "nutty"  to 
"murky."  I'd  say  they're  just  another  stupid  pre- 
scription that  restricts  my  choice. 


When  technology  becomes  gadgetry 


BY  GLORIA  LAU 


It  takes 
two  minutes 
to  brush 
properly— 
whether  you 
spend  $130 
or  $2.19. 


My  Interplak  toothbrush  has  jammed  again. 
The  six  rotating  tufts  of  bristles  that  spin  70 
times  a  second  are  clogged  with  toothpaste.  It's 
my  third  Interplak  in  less  than  five  years.  So 
I've  decided  to  unplug  myself  from  these  $50 
instruments  and  dig  out  my  old  $2.19  manual 
Reach  toothbrush. 

Old-time  manual  brushes,  used  properly 
for  at  least  two  minutes,  do  just  as  well  as 
their  high-tech  counterparts.  How  do  I 
know?  From  reading  the  American  Journal 
of  Dentistry  and  other  dental  publications. 
Gerald  Drury,  clinical  professor  at  the  Uni- 
versity of  Southern  California's  dental  school, 
says  of  the  mechanical  tooth-cleaners:  "A  lot 


of  people  are  wasting  their  money." 

Yet  electric  brush  companies  say  they  sold 
some  4  million  brushes  in  the  U.S.  last  year. 
The  newest  gadget  is  Optiva  Corp.'s  $130 
Sonicare  Plus  brush  that  uses  sonic  waves  to 
break  down  plaque.  Replacement  heads, 
required  every  six  months,  cost  $15.  Heads  for 
the  market  leader,  Braun's  $79.99  Oral-B  Ultra 
Plaque  Remover,  cost  $13.  You  can  buy  six 
perfectly  good  manual  brushes  for  that. 

"They're  designed  for  lazy  people,"  an  Inter- 
plak spokesman  says. 

Oh,  come  on!  It  takes  two  minutes  to  brush 
properly  whether  you  employ  a  $130  gadget  or 
a  $2.19  one.  wm 
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During  the  64  quarters  from 
1980  through  1995  the  trail- 
ing 12-month  increase  in 
U.S.  consumers'  disposable 
income  averaged  2.5%.  But 
recently  it  has  been  rising: 
In  1996,  third-quarter  dispos- 
able income  rose  3.1%  over 
1995  s  third  quarter.  Watch 
out,  warns  Stephen  Roach, 
chief  economist  at  Morgan 
Stanley.  He  thinks  the  Fed 
will  view  this  as  inflationary. 
By  the  end  of  1997  Roach 
believes  the  federal  funds 
rate  could  reach  7%  (the 
present  rate:  5.25%). 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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The  Newest  Name  In 


Transportatio 


sn't  Born 


Emery  Worldwide 
Global  air  freight, 
ocean  transport, 
air  charter,  customs 
brokerage  and 
logistics  services. 


Yesterday, 

■  Meet  CNF  Transportation:  a  $4  billion  diversified  transportation  and  logistics  company, 

formerly  known  as  Consolidated  Freightways,  Inc.  We're  a  new  company  with  67  years  of 

experience.  ■  And  while  we're  proud  of  our  past,  the  challenges  of  the  future 

demand  a  new  view  of  transportation.  One  in  which  ideas  carry  as  much  weight  as 

trucks,  trains,  ships  or  planes.  ■  That's  why  we've  streamlined  our  operations  to 

focus  on  the  true  growth  opportunities  in  transportation  and  logistics:  providing  flexible 

solutions  that  respond  to  the  realities  of  a  more  demanding 

world  marketplace.  Matching  ideas,  technology  and  global 

resources  to  maximize  supply  chain  efficiency.  ■  Our  growth 

engines  are  three  quality  businesses:  Emery  Worldwide,  Con-Way 

Transportation  Services  and  Menlo  Logistics,  each  a  proven  market  leader.  Along  with  Road 

Systems  and  VantageParts,  they  employ  more  than  22,000  people  in  95  countries,  and  operate 

25,000  pieces  of  equipment  -  including  a  fleet  of  over  100  jet  freighters.  Together,  they've 

enjoyed  a  record  of  growth  and  profits  rarely  seen  in  our       Con-Way  Transportation 

Services:  Time-definite 

industry.  The  reason  is  simple:  service  that  goes  far  less-than-truckload 

full-truckload 

beyond  what  customers  have  come  to  expect  of  tradi-       and  expedited 

services. 

tional  "freight"  companies.  ■  It's  fitting  that  our  new 
name,  CNF,  is  the  symbol  by  which  we've  always  been  known  on  the  New  York  Stock  Exchange. 
It  signifies  our  commitment  to  service  excellence  and  superior  financial  performance.  After 
all,  meeting  the  transportation  needs  of  tomorrow  takes  a  company  that  wasn't  born  yesterday. 


Menlo  Logistics: 
Strategy  design, 
warehousing  and 
transportation 
management 
services. 


TRANSPORTATION 


Where  ideas  carry  weight 

Emery  Worldwide  ♦  Con-Way  Transportation  Services  ♦  Menlo  Logistics  ♦  Road  Systems  ♦  VantageParts  ♦  Corporate  Headquarters:  Palo  Alto,  California  http://www.cnf.com 
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HH  President  Sheikh  Zayed  bin  Sultan  Al  Nahyan 

]  Architect  of 
the  UAE 

25  years  of  service  built  upon 
honor,  integrity  and  respect. 


On  December  2,  1971,  the  United  Arab 
Emirates  was  established  as  a  newly- 
formed  federation  of  states  under 
the  prudent  and  benevolent  guidance 
of  His  Highness  the  President  Sheikh  Zayed  bin 
Sultan  Al-Nahyan.  It  was  the  start  of  a  challenging  and 
exhilarating  voyage  of  self-discovery  and  development 
for  this  fledgling  nation. 

During  the  last  twenty-five  years,  fired  by  the 
imagination  and  vision  of  the  Ruler,  HH  Sheikh 
Zayed,  the  UAE  has  become  a  key  participant  in  the 
affairs  of  the  GCC  region  and  beyond.  At  the  same 
time,  the  UAE's  importance  as  a  trading  partner  with 
both  the  industrialized  and  developing  countries  of  the 
globe  cannot  be  over-emphasized. 
For  each  and  every  citizen  it  has  been  a  momentous 


journey  toward  the  creation  of  one  of  the  most 
modern  and  progressive  states  in  the  region.  It  is 
difficult  to  believe  that  so  much  has  been  achieved  ini 
such  a  comparatively  short  time  -  and  in  the  face  of 
challenging  conditions,  both  economic  and  political 
HH  Sheikh  Zayed's  firm  but  forgiving  touch  is 
evident  in  every  aspect  of  the  Emirates'  development 
-  from  the  soaring  skyline  and  bustling  commercial 
activity,  the  state-of-the-art  communications  systems 
and  social  welfare  programs,  to  the  advanced 
industrial  infrastructure  and  an  education  system  fully 
attuned  to  the  needs  of  future  generations. 

Furthermore,  it  is  a  testimony  to  the  prudence  anc 
imagination  of  the  Ruler  that  prosperity  and  stability 
have  been  achieved  without  sacrificing  traditiona 
values  and  a  rich  cultural  heritage. 


Firm  Foundations  for 
Nationhood 

Born  in  the  oasis  settlement  of 
Buraimi,  HH  Sheikh  Zayed  has 
witnessed  a  series  of  far-reaching  changes 
in  the  world  order  as  well  as  that  of 
the  Gulf.  His  early  travels  to  Europe 
gave  him  an  insight  and  breadth  of 
vision  which  have  served  him  well. 
He  has  frequently  been  quoted  as  saying 
that  the  economic  and  political  systems 
of  the  world  are  inextricably  linked  and 
that  no  country,  or  group  of  countries, 
can  live  and  develop  in  isolation.  Indeed, 
his  partnership  with  the  people  of  the 
UAE  has  been  significantly  enhanced 
by  the  many  and  varied  contributions 


by  people  of  other  nationalities  from 
around  the  world. 

In  1946  HH  Sheikh  Zayed  was 
appointed  Governor  of  Al-Ain,  a  historic 
settlement  where  evidence  of  settled 
civilization  has  been  traced  back  to  the 
fourth  millennium  BG.  During  the 
twenty  years  of  his  governorship,  the 
transformation  of  Al-Ain  was  spectacular. 
The  ancient  irrigation  systems  were 
revitalized  to  create  a  flourishing  agri- 
cultural and  horticultural  industry  which 
now  meets  over  40%  of  local  demand 
for  fresh  fruit  and  vegetables.  Such 
achievements  and  initiatives  have  served 
as  an  effective  blueprint  for  the 
subsequent  development  of  Abu  Dhabi 
and  the  UAE  as  a  whole. 


"The  People  Are  Our  Greatest 
Resource" 

Unquestionably  oil  and  gas  have 
played  a  pivotal  role  in  the 
development  of  the  country,  but  it 
is  the  determination  of  the  people 
and  substantial  investment  in  devel- 
oping their  potential  that  have  shaped 
the  UAE's  formidable  record  of 
achievements  thus  far.  In  1982,  just 
eleven  years  after  HH  Sheikh  Zayed'sl 
accession,  the  first  students  graduated! 
from  the  Emirates  University  at  Al-Ain. 
And  it  is  on  the  shoulders  of  these  andl 
subsequent  graduates,  both  men  and) 
women,  that  the  hopes  and  expectations 
of  the  country  rest. 
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Right:  In  just  25  years  Abu  Dhabi  has  been 
transformed  from  a  tiny  desert  settlement 
into  a  thriving,  modern  garden  city. 


The  responses  to  this  challenge  are 
clear  for  all  to  see.  On  the  one  hand,  the 
nation  has  broadened  its  industrial  base 
to  complement  and,  in  time,  reduce  its 
dependence  on  die  oil  industry  alone.  On 
the  other,  the  social  cohesion  and 
confidence  of  the  people  is  manifest  in, 
for  example,  the  network  of  trade  links 
forged,  the  warm  welcome  extended  to 
visitors  from  across  the  world  and  the 
enthusiastic  participation  in  sporting 
events  such  as  the  1990  World  Cup. 

"Building  Bridges  of 
Understanding" 

In  May  1981,  HH  Sheikh  Zayed 
inaugurated  the  first  summit  con- 
ference of  the  six-member  Gulf 
Co-operation  Council  in  Abu  Dhabi.  The 
participating  nations  comprised  the  UAE, 
Saudi  Arabia,  Kuwait,  Bahrain,  Oman 
and  Qatar.  The  significance  of  this  event 
was  soon  apparent,  as  each  member  state 
sought  to  establish  a  firm  base  for 
ensuring  the  security  and  prosperity 
of  the  region,  based  on  trust  and  a  firm 
commitment  to  the  guiding  principles 
of  Islam. 

The  GCC  has  provided  a  vital  forum 
for  promoting  pan-Arab  unity  and  a 
conduit  through  which  differences  within 
the  Arab  world  can  be  resolved  through 
dialogue  and  mediation.  It  is 
a  measure  of  HH  Sheikh  Zayed's 
commitment  that  he,  personally,  has 
played  a  prominent  role  through  personal 
contact  in  building  lasting  relationships 
across  the  globe. 

"God  Will  Direct  Our  Steps" 

Speaking  at  the  inaugural  meeting 
of  the  GCC,  His  Highness  told  his 
Ifellow  heads  of  state  "I  pray  to  God  we 
shall  succeed  in  our  work  and  that  God  will 
direct  our  steps  in  achieving  the  aspirations 
of  the  people."  These  words  indicate  both 
the  humility  and  statesmanship  with  which 
the  Ruler  inspires  his  people  to  work  as  one 
for  the  common  good. 

Seven  years  after  the  establishment  of 
the  GCC,  the  Paris- based  Man  of  the  Year 
Organization  voted  the  President  the 
Most  Prominent  Personality  of  1988, 
citing  the  part  he  had  played  in  ending  the 


eight-year  conflict  between  Iran  and  Iraq 
and  the  restoration  of  ties  with  Egypt. 


Integrity  and  Honor 

The  early  1990s  were  difficult  times 
both  for  the  nations  of  the  region 
and  for  HH  Sheikh  Zayed  personally. 
The  Gulf  Conflict  proved  a  testing  and 
traumatic  experience  for  all  the  countries 
of  the  region,  and  placed  a  huge  financial 
burden  on  those  involved. 

For  Sheikh  Zayed,  events  surrounding 
the  BCCI  episode  have  proved  to  be  the 
most  traumatic  in  his  thirty  years  as  Ruler 
of  Abu  Dhabi.  A  man  who  has  given  so 
much  to  his  country  and  his  people,  His 
Highness  has  always  remained  committed 
to  ensuring  that  depositors  are  fully 
compensated  in  the  wake  of  the  closure  of 
the  Bank  of  Credit  and  Commerce 
International. 

Throughout  this  difficult  period,  His 
Highness  Sheikh  Zayed  has  withstood  all 
attempts  to  discredit  his  name.  Despite 
the  malicious  stories  surrounding 
the  BCCI  affair,  his  honesty  and  stature 
have  steadfastly  refuted  such  unfounded 
allegations. 

By  the  late  1980s  the  situation  at  the 
bank  had  deteriorated  to  such  an  extent 
that  the  Ruler  and  his  government  were 
obliged  to  intervene,  as  a  matter  of 
honor,  to  protect  the  interests  of 
hundreds  of  thousands  of  small 
depositors  in  the  UAE  and  elsewhere  in 
the  world. 

After  a  further  five  years  and  a 
commitment  of  more  than  US$5  billion, 
HH  President  Sheikh  Zayed  has 
succeeded  in  settling  the  claims  of  all  small 
investors  in  the  UAE.  It  was  widely 


reported  in  the  local  press  that  these 
depositors  will  be  paid  in  full  before  the 
end  of  the  year.  Other  secured  creditors  of 
the  former  Bank  of  Credit  and  Commerce 
International  can  also  expect  their  first 
dividend  of  24.5%  by  the  year  end, 
according  to  a  statement  issued  in 
Luxembourg  by  the  bank's  liquidators. 

Before  long  the  real  story  behind  the 
BCCI  affair  will  emerge  and  the  truth  will 
be  seen  to  prevail.  Above  all,  His 
Highness  Sheikh  Zayed  remains  a  beacon 
of  integrity  and  honor  to  his  own  people 
and  the  community  at  large.  He  has 
always  stood  out  as  an  anchor  of  hope  for 
the  small  depositors,  a  hope  he  has 
fufilled  by  his  insistence  on  a  satisfactory 
resolution  to  the  whole  episode. 

A  Cause  for  Celebration 

This  month  marks  not  only  the 
twenty- fifth  anniversary  of  the 
formation  of  the  United  Arab  Emirates, 
but  also  HH  Sheikh  Zayed's  thirtieth  year 
as  Ruler  of  Abu  Dhabi.  It  is  a 
period  in  which  a  nation  has  grown  from 
nothing  to  one  of  the  most  modern 
and  socially  cohesive  countries  in  the 
region.  According  to  die  World  Bank,  the 
UAE  now  ranks  number  12  in  the  world 
in  terms  of  per  capita  income.  This 
astonishing  achievement  will  be  cause 
for  gratitude  and  celebration  by  many  - 
the  nation's  2.2  million  citizens,  the 
thousands  of  expatriate  workers  who  have 
contributed  and  more  than  1.5  million 
visitors  who  come  each  year  to  sample  a 
taste  of  what  the  future  holds 
in  store.  They  will  all  enjoy  the  fruits  of 
one  man's  vision  -  that  of  HH  Sheikh 
Zayed  bin  Sultan  Al-Nahyan. 
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Does  the  market  make  you  nervous  at  6500,  but  you  can't  bear  paying  huge  capital 
gains  taxes?  Why  not  relieve  the  anxieties  with  a  bit  of  well-timed  philanthropy? 

An  antidote  to 
bull  market  angst 

By  Robert  Lenzner 


Time  to  loosen  up  and  spread  some 
Christmas  goodwill.  If  you  have  done 
no  more  than  park  your  money  in  an 
index  fund  over  the  past  14  years, 
you  have  probably  increased  the  value 
of  your  portfolio  sixfold.  Do  you  real- 
ize that  this  means  that  for  every 
$1,000  in  real  money  you  give  to 
philanthropy,  the  cause  you  choose 
can  get  about  $4,000> 

Let's  take  a  dramatic  example.  You 
bought  what  is  now  1,000  shares  of 
Cisco  Systems  five  years  ago  at  a  split- 


adjusted  4  and  now  it's  worth  about 
64.  Let's  also  assume  you  are  in  a 
high  tax  bracket  and  live  in  a  state 
with  an  income  tax.  If  you  were  to 
sell  those  shares  you  would  pay  nearly 
$20,000  in  capital  gains  taxes.  Fig- 
ured that  way,  your  Cisco  stock  is 
worth  just  $44,000  to  you. 

Instead  of  selling  the  stock,  you 
give  it  to  your  church,  the  local  art 


museum,  the  Salvation  Army — or  to 
your  alma  mater  if  it  hasn't  outraged 
you  with  political  correctness.  You 
get  a  charitable  deduction  of 
$64,000.  Since  you  are  in  the  top 
bracket,  that  deduction  saves  you  as 
much  as  $30,000  in  income  taxes. 
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Take  that  $30,000  tax  savings 
from  the  $44,000 — what  you  would 
be  left  with  if  you  sold  the  stock 
yourself — and  that  gift  ends  up  cost- 
ing you  roughly  $14,000.  Your 
church  is  $64,000  richer;  you  are 
only  $14,000  poorer.  In  this  case  die 
leverage  is  4.6  to  1. 

There  are  some  restrictions.  The 
IRS  limits  charitable  deductions  to 
30%  of  your  adjusted  gross  income 
for  appreciated  securities.  If  the  gross 
value  of  the  gift  exceeds  that,  you 
may  have  to  carry  some  of  the  deduc- 
tion into  future  years — but  you  will 
still  get  it. 

Okay.  You're  worried  about  the 
future.  You  want  to  hang  on  to  as 
much  of  your  money  as  possible  for 
retirement.  There's  another  creative 
way  to  give  a  tax-leveraged  gift.  Put 
that  Cisco  stock  into  a  charitable 
remainder  trust.  The  trust  can  sell  the 
non-dividend-paying  Cisco  stock 
without  paying  a  capital  gain. 

The  trust  can  turn  around  and 
invest  that  $64,000  in  a  high-yielding 
security  and  pay  you  5%  or  more  of 
the  value — at  least  $3,200  a  year — for 
the  rest  of  your  life.  (Remember,  you 
only  paid  $4,000  for  the  darned  stock 
in  the  first  place.)  If  the  value  of  the 
securities  in  the  trust  rises,  so  does 
the  income  from  the  trust. 

Besides  avoiding  that  punitive  cap- 
ital gains  tax,  with  a  charitable 
remainder  trust  you  can  deduct  a 
portion  of  the  market  value  of  the 
donated  stock,  based  on  your  age  and 
rate  of  payout,  against  your  adjusted 
gross  income  in  the  year  of  the  gift.  If 
your  deduction  exceeds  30%  of  your 
income,  you  can  carry  the  deduction 
forward  for  five  years.  It's  quite  pos- 
sible that  this  tax  advantage  would 
offset  the  income  you  get  from  the 
trust  and  render  it  tax  free. 

You  don't  even  have  to  decide  the 
recipients  of  the  charity  now.  You 
have  the  rest  of  your  life  to  look 
around  for  a  charity  you  think  is 
deserving. 

So  if  you  are  sitting  on  large  capi- 
tal gains  and  are  uncomfortable  with 
the  Dow  at  6500,  sit  down  with  an 
accountant  or  estate  lawyer.  He  or 
she  can  show  you  how  to  relieve  that 
anxious  feeling  about  the  market 
while  at  the  same  time  indulging  in  a 
little  good  old-fashioned  holiday 
spirit.  ■ 


Korean  Air  Lines  lost  a  lot  of  money  this  year. 
So,  why  is  it  expanding  so  ambitiously? 

The  benefits 
of  having  a 
Hch  neighbor 


By  Neil  Weinberg 

On  the  surface  things  look  bad. 
Korean  Air  Lines'  president,  Cho 
Yang  Ho,  has  lost  a  third  of  South 
Korea's  domestic  air  travel  market  to 
local  upstart  Asiana  Airlines  (Forbes, 
Sept.  26,  1994).  International  rivals 
have  whittled  kal's  share  of  traffic  in 
and  out  of  Korea  from  56%  a  decade 


ago  to  a  recent  44%.  To  top  it  off,  the 
Korean  won  has  dropped  sharply 
against  the  dollar,  just  as  jet  fuel 
prices  have  spiked  up  over  20%. 

These  factors  will  push  $4.5  billion 
(likely  1996  revenues)  KAL  deep  into 
the  red  this  year,  with  only  a  modest 
profit  likely  in  1997. 


KAL  President 
Cho  Yang  Ho 
Large  parts  of 
China  are  more 
easily  served 
from  Korea  than 
from  Hong  Kong 
or  Shanghai— and 
KAL  is  Korea's 
flagship  airline. 
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May  we  see  your 
papers,  please 

With  per  capita  incomes 
last  year  hitting  $10,000, 
Koreans  are  taking  to  the 
skies  with  a  passion.  Last 
year  a  record  3.8  million 
traveled  abroad,  up  21% 
from  1994.  Over  the  next 
five  years  the  number  will 
likely  rise  to  8.5  million 
annually. 

The  U.S.  probably 
won't  get  its  share  of 
these  high-spending 
tourists.  Last  year,  while 
the  number  of  Koreans 
who  traveled  abroad  grew 
21%,  the  number  of  visi- 
tors to  the  U.S.  rose  just 
14%,  to  658,000.  Under 
the  U.S.'  visa-waiver  pilot 


program,  citizens  of  about 
two  dozen  countries  can 
make  short-term  visits  to 
the  LT.S.  without  getting 
visas.  South  Korea  isn't 
among  them. 

Why  not?  The  U.S. 
waiver  program  requires  a 
country's  visa  application 
rejection  rate  to  fall  below 
2%  for  two  consecutive 
years  for  the  country  to 
be  eligible.  South  Korea 
doesn't  make  the  cut.  Yet 
a  mere  267  South 
Koreans  were  deported  in 
1994  (the  latest  year  for 
which  figures  are  avail- 
able) out  of  the  577,000 
who  visited  the  U.S. 

"America  should  learn 
from  Canada,"  says  Cho 
Yang  Ho,  president  of 


Koreans  queuing  for  U.S.  visas 
Canada  has  a  better  way. 

Korean  Air  Lines.  "Our 
traffic  to  Canada  has 
grown  50%  annually  since 
it  lifted  visa  restrictions." 
Representative  Jay  Kim 


(R-Calif.)  will  soon  reintro- 
duce legislation  to  drop  the 
2%  visa  rejection  require- 
ment for  Korea.  Hawaii's 
Daniel  Inouye  and  Alaska's 
Frank  Murkowski  are  push- 
ing similar  legislation  in  the 
Senate.  -N.W.  WM 


Far  from  cutting  back,  however, 
Cho,  47,  sees  these  reverses  as  merely 
a  temporary  by-product  of  the 
tremendous  growth  he  sees  ahead. 
Around  2001  Korea  will  complete 
the  $6.5  billion  first  phase  of  its  new 
airport  at  Inchon,  west  of  Seoul.  This 
will  replace  dingy,  overburdened 
Kimpo  International  Airport  as 
Korea's  main  aviation  gateway.  If  all 
goes  according  to  plan,  this  airport 
will  turn  Korea  into  a  traffic  hub  for 
much  of  East  Asia. 

"Creating  a  Northeast  Asian 
regional  hub  is  why  Korea  is  building 
a  new  airport,"  says  Cho,  who  holds 
an  M.B.A.  from  the  University  of 
Southern  California.  "We  expect  big 
growth  in  travel  between  Korea  and 
China,  the  U.S.  and  Europe."  Cho 
hopes  that  a  lot  of  the  travel  into  and 
out  of  China  will  be  via  Inchon. 

Asia's  second-largest  airline  outside 
Japan,  kal  will  spend  at  least  $10  bil- 
lion by  2005  expanding  its  fleet  from 
109  aircraft  to  a  minimum  of  150, 
with  talk  of  215  planes. 

Despite  the  expected  1996  net 
loss,  due  mostly  to  aggressive  depre- 
ciation and  unfavorable  foreign 
exchange  rates,  KAL,  with  its  large 
cargo  operation,  will  generate  inter- 
nally most  of  the  cash  needed  for  its 
expansion  over  the  next  several  years. 
Last  year  earnings  before  interest, 


taxes,  depreciation,  amortization  and 
foreign  exchange  adjustments 
climbed  10%,  to  $1  billion,  but  an 
aggressive  depreciation  schedule 
keeps  net  income  and  taxes  low.  It 
also  keeps  kal's  fleet  young.  It  is  less 
than  eight  years  old  on  average,  one- 
third  below  the  industry  norm,  and 
getting  younger. 

KAL  has  been  in  private  hands  since 
1969,  when  Cho's  father,  industrial- 
ist Cho  Choong  Hoon,  took  over 
Korea's  moneylosing  national  airline. 
KAL  is  now  the  flagship  of  the  Cho 
family's  $11.8  billion  (consolidated 
1995  revenues)  transportation  con- 
glomerate, Hanjin  Group.  The  family 
still  owns  25%  of  kal,  with  the  rest 
traded  publicly  in  Seoul. 

When  Cho  moved  in,  few  Koreans 
could  afford  to  fly  and  overseas  travel 
was  banned.  So  Cho,  now  76,  devel- 
oped KAL  into  the  world's  third- 
largest  international  cargo  carrier, 
with  revenues  expected  to  approach 
$  1  billion  this  year,  over  double  what 
they  were  a  decade  ago.  KAL  operates 
the  largest  cargo  terminal  at  Los 
Angeles  International  and  is  building 
a  $100  million  facility  at  New  York's 
John  F.  Kennedy  International  Air- 
port. Today  nearly  two-thirds  of  the 
cargo  KAL  carries  is  non-Korean. 

"We  know  how  to  find  cargo  mar- 
kets," says  the  younger  Cho,  who  was 


named  KAL's  president  in  February 
1992.  Cho's  first  order  of  business  is 
to  lure  more  Korean  passengers  onto 
kal's  very  profitable  international 
routes.  Though  his  domestic  flights 
barely  break  even,  Cho  cut  fares  5% 
earlier  this  year  to  undercut  Asiana 
and  build  traffic  that  could  be  fun- 
neled  into  international  flights.  "Our 
main  purpose  at  home  is  impressing 
customers  with  low  prices,  better  ser- 
vice and  frequent  flights  so  they'll  fly 
Korean  Air  overseas,"  says  Cho.  As 
Korea  continues  to  become  more 
prosperous,  more  and  more  Koreans 
will  want  to  taste  the  pleasures  of  the 
outside  world. 

But  Koreans  are  not  KAL's  only 
target.  Neighboring  China  is  a  very 
big  country,  and  large  parts  of  it  are 
more  easily  accessible  from  Seoul 
than  from  Hong  Kong  or  Shanghai. 
KAL's  China  traffic  has  grown  nearly 
130%  annually  since  it  launched  ser- 
vice to  the  People's  Republic  five 
years  ago;  its  five  routes  there  from 
Korea  are  already  its  most  profitable. 

"We  plan  to  fly  from  destinations  in 
China  to  Seoul,  and  from  Seoul 
around  the  world,"  says  Cho  bright- 
ly. "If  even  a  small  percentage  of  Chi- 
nese fly  regularly,  it  will  become  the 
world's  biggest  market."  With  a  prize 
like  that  just  across  the  border,  what's 
a  poor  earnings  year  or  two?  H 
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Treasury  Secretary  Robert  Rubin  chats  with  Forbes 
on  taxes,  inflation,  the  business  cycle,  Social  Security. 

The  view  from 
the  Treasury 


By  Randall  Lane  and  Lawrence  Minard 


Forbes:  What  are  the  chances 
for  a  cut  in  the  capital  gains 
tax  next  year? 

Rubin:  [The  Clinton  Adminis- 
tration] proposed  a  tax  cut  w  hich 
does  not  include  a  capital  gains 
tax  cut,  except  on  houses.  The 
congressional  budget  had  a 
broad -based  capital  gains  tax  cut. 

I  can't  tell  you  what  would 
happen  in  a  budget  negotiation. 
I  don't  know  when  all  is  said  and 
done  where  the  deal  lies,  if  it  lies 
at  all. 


Why  does  the  Clinton  Admin- 
istration continue  to  oppose  a 
general  capital  gains  tax  cut? 

If  it  is  the  case,  as  most  main- 
stream academics  contend,  that 
the  savings  rate  is  pretty  much 
indifferent  to  the  aftertax  rate  of 
return  [on  savings],  then  I  think  ■ 
it  follows  that  a  capital  gains  tax 
cut  might  not  have  much  effect  on 
savings.  And  if  it's  not  going  to  have 
that  big  an  effect  on  the  savings  rate, 
what's  the  economic  argument  for 
doing  it? 

We  don't  solve  our  savings  prob- 
lem by  having  the  government  take 
in  less  and  increase  the  deficit  in 
order  to  enable  individuals  to 
save  more. 

Obviously,  the  wealthy  have  a 
higher  propensity  to  save  than  others. 
But  I  don't  think  that  the  way  to 
increase  the  savings  rate  is  to  increase 
the  inequality  of  distribution  of 
income. 

An  economy  with  vast  amounts  of 
people  of  middle  income  will  be  a 
more  successful  economy  over  time 
than  an  economy  with  a  very  large 
income  inequality. 

Ultimately  we're  going  to  have  to 


Treasury  Secretaries:  Rubin  (foreground)  and  Hamilton 
Rubin's  forecast:  solid  growth  and  low  inflation. 


get  at  this  [low  national  savings  rate] 
fundamentally  as  a  social  issue,  trying 
to  induce  people  to  save  more  with- 
out tax  incentives. 

How? 

It's  a  vexing  problem.  Cultural  char- 
acteristics are  hard  to  change. 

Harvard  professor  Martin  Feld- 
stein  has  done  a  lot  of  work  sug- 
gesting that  Americans  are  less 
interested  in  saving  because  they 
expect  Social  Security  to  take  care 
of  their  old  age. 

There's  no  question  there  needs  to 
be  a  reformed  Social  Security  system. 

It  would  be  more  prudent  for  me 
not  to  get  into  specifics  for  the 
moment.  The  only  way  that  you're 
going  to  get  any  serious  possibility  of 
big  changes  is  by  setting  up  some 


kind  of  real  bipartisan  process  and 
then  take  everybody's  ideas  and  sort 
through  them,  and  see  if  we  come  up 
with  changes  that  make  sense. 

There  is  a  tendency  to  push  things 
off  until  there  is  a  crisis.  On  the  other 
hand,  I  do  think  you  have  a  rather 
unusual  opportunity  right  now.  You 
have  a  President  in  his  second  term 
who  can't  run  again,  who  very  much 
wants  to  have  a  dynamic  second 
term,  and  who  has  identified  Social 
Security  as  something  he  feels  needs 
to  be  addressed. 


Thirty-year  U.S.  Treasurys 
currently  yield  around  4% 
after  inflation.  Historically, 
government  bonds  have  had 
a  real  yield  of  only  2%  to 
3%.  What's  the  bond  market 
telling  us? 

I've  had  a  policy  as  Secretary 
not  to  comment  on  where 
markets  are,  because  it  can 
affect  the  markets.  But  let  me 
say  this:  It  could  be  that 
because  of  the  experience  of 
the  Seventies  there  is  still 
enough  residual  skepticism 
about  the  long-term  duration 
of  low  inflation  that  long-term 
rates  have  a  higher  premium 
than  they  would  have  if  people 
had  confidence  [that  low  infla- 
tion will  continue]. 

So  many  of  those  involved  in 
the  markets  were  seared  by  the 
long  period  during  which  infla- 
tion tended  to  be  much  higher  than 
expectations. 


Once  burned,  twice  shy. 
Yup. 

We're  SlA  years  into  a  growth 
cycle.  Is  the  business  cycle  dead  or 
does  a  recession  loom? 

I  think  that  the  most  likely  scenario  is 
the  continuation  of  solid  growth  and 
low  inflation  for  some  time  into  the 
future.  There  is  an  argument  to  be 
made  that  because  of  three  things — 
globalization,  technology  and 
improvements  in  the  way  economic 
policy  is  used— that  the  frequency 
and  harshness  of  fluctuations  will 
be  less  than  they  have  been  in  the 
past.  You  can't  be  sure,  but  I  think 
there  is  a  very  powerful  intellectual 
argument.  Mi 
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Congress  sharply  boosted  marginal  income  tax  rates  for  the  rich 
in  1993,  but  there's  reason  to  doubt  the  increases  did  much 
for  government  revenues. 

Taxing 
the  rich 


$188,740 


By  Peter  Brimelow 

The  average  inflation-adjusted 
income  of  the  top  5%  of  American 
households — roughly,  those  earning 
above  $110,000 — shot  upward  in 
President  Clinton's  first  term  (see 
chart,  right).  This  was  completely  out 
of  line  with  everyone  else,  including 
the  Treasury  benchmark  income 
group  (about  $96,000  a  year),  clos- 
est to  the  experience  of  our  readers 
(Forbes,  Aug.  26).  Basically,  all  other 
income  just  stagnated.  Yet  the  rich 
got  richer  without  anything  like  the 
media  that  occurred  when  the  same 
thing  happened  under  Ronald 
Reagan. 

Funny  thing. 

Still,  let's  be  fair  to  the  rich.  Part  of 
the  1993  income  jump  was  due  to  a 
one-time  technical  adjustment  by 
government  statisticians.  And  top 
earners  lagged  the  bottom  quintile  of 
earners  for  nearly  20  years  after  1967 
(see  chart,  p.  47  top). 

Moreover,  figures  just  released 
show  that  the  top  households' 
incomes  finally  stalled  in  1995.  After 
taxes — federal,  state  and  local,  direct 
and  indirect — their  incomes  fell. 

Which  may  be  bad  news  for  every- 
one. Top  households'  income  stalls 
can  be  intimately  associated  with 

Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 
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Top  incomes  stall 

The  Clinton-era  surge  has 
stopped.  Aftertax,  top 
incomes  are  down.  Does 
this  mean  a  recession 
is  coming? 
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recessions,  preceding  them  as  in 
1973-74  and  1989-90.  It's  not  nec- 
essarily a  bad  thing  when  the  rich  get 
richer. 

Why  did  top  earners  take  a  tax  hit 
in  1995?  Irritatingly,  statistics  are  not 
yet  available  to  provide  a  detailed 
answer. 

But  it  might  not  have  been  the 
1993  Clinton  income  tax  hike.  This 
tax  hike  fell  almost  entirely  on  the  top 
1%  of  income  earners  (taxable  income 
above  approximately  $200,000),  and 
was  retroactive  for  that  year. 

Because  of  this  retroactivity,  the 
top  earners  had  no  chance  to  take 
evasive  action  in  1993.  And  the  pro- 
portion of  total  federal  income  tax 
receipts  extracted  from  the  top  1%  of 
income  earners  did  rise,  to  28.75% 
(see  chart,  right).  But  note  that 
this  was  also  a  period 
when  the  U.S.  was 
coming  out  of  a 
recession  and  the 
pretax  incomes  of 
the  rich  were 
rising  fast. 
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Given  the  tax  system's  progressivity, 
their  relative  contribution  to  govern- 
ment coffers  would  have  been  expect- 
ed to  rise  even  without  a  tax  hike. 
In  1994,  however,  the  proportion 


Winning— for  now 

Top  earners  have  rallied  twice 
recently— but  after  lagging 
for  almost  two  decades. 


of  federal  income  tax  receipts  extract- 
ed from  the  top  1%  fell  (slightly). 
Somehow,  top  households  managed 
to  realize  that  income  in  a  way  that 
kept  it  out  of  Washington's  paws. 

Arguably  what  is  really  hurting  the 
top  1%  are  turns  of  the  fiscal  screw 
like  uncapping  the  Medicare  tax  and 
raising  the  unindexed  alternative  min- 
imum tax  rate  (Forbes,  Dec.  2).  But 
we  can't  be  certain  of  that  because  we 
don't  yet  have  figures  telling  us  what 
percentage  of  the  top  1%'s  income 
went  to  income  taxes  in  1995. 

Still,  the  fact  that  their  pretax 
income  stalled  in  1995  suggests  that 
they  are  responding  predictably:  earn- 
ing (or  declaring)  less,  paying  less, 
playing  more.  BB 
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Ronald  who? 

Higher  marginal  income  tax  rates  have 
resulted  in  the  rich  paying  less— just 
as  they  did  before  the  Reagan-era 
rate  cuts. 
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Capitalism 

di  a 
conscience 


BY  DINESH  D'SOUZA 


With  the  collapse  of  Marxism  and  social- 
ism, capitalism  has  a  new  set  of  critics.  You 
can  call  them  Communitarians.  They  concede 
that  capitalism  is  the  quickest  path  to  eco- 
nomic growth  and  physical  prosperity,  but 
criticize  capitalism  on  grounds  that  it  erodes 
traditional  values  and  leaves  individuals  bereft 
of  moral  moorings. 

This  anticapitalist  credo  has  support  on 
both  the  traditional  left  and  the  traditional 
right.  A  procession  of  Catholic  popes  has 
called  for  the  preservation  of  traditional  values 
against  the  destabilizing  influences  of  modern 
technological  capitalism.  Free  market  econo- 
mist Joseph  Schumpeter  worried  that  the 
affluence  produced  by  capitalism  would 
weaken  virtues  like  hard  work  and  deferred 
gratification. 

Adam  Smith,  the  intellectual  founder  of 
modern  capitalism,  anticipated  some  of  these 
arguments  and  had  an  answer  to  them  in  a 

Adam  Smith  worried 
that  the  social  mobility 
and  urbanization  produced 
by  capitalism  would  lead  to 
"low  profligacy  and  vice." 

book,  A  Theory  of  Moral  Sentiments.  Pub- 
lished in  1759,  this  book  is  no  less  important 
than  Smith's  Wealth  of  Nations,  yet  it  is  not 
very  well  known.  In  both  books,  Smith  freely 
concedes  that  capitalism,  rooted  in  self-inter- 
est as  it  is,  has  social  costs.  He  wrote:  "To  feel 
much  for  others,  and  little  for  ourselves  ...  to 
restrain  our  selfish,  and  to  indulge  our  benev- 
olent affections,  constitutes  the  perfection  of 
human  nature." 

Smith  worried  that  specialization  and  divi- 
sion of  labor  would  narrow  and  demean  "the 
nobler  parts  of  human  character."  The  social 
mobility  and  urbanization  produced  by  capital- 
ism, Smith  predicted,  would  lead  to  alienation 
and  "every  sort  of  low  profligacy  and  vice." 

To  counter  these  dangers,  Smith  called  for  a 
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social  project  that  would  encourage  citizens  to 
identify  themselves  with  the  plight  of  their 
fellow  man  and  to  act  honorably  and  magnan- 
imously to  win  both  self-respect  and  the 
respect  of  society. 

But  how  could  a  society  help  to  foster  such 
virtues  in  its  people?  Smith  advocated  an  edu- 
cation system,  funded  by  the  government  at 
the  lower  levels,  that  would  teach  public  - 
spiritedness  and  patriotism,  two  virtues  that  in 
Smith's  view  transcended  self-interest.  Smith 
would  have  been  appalled  at  the  contempo- 
rary notion  of  a  "value  free"  education. 

Smith  also  favored  what  he  called  "mediat- 
ing structures,"  institutions  such  as  the  family, 
the  church  and  voluntary  associations  (in  our 
day,  organizations  like  the  Boy  Scouts,  Rotary 
Club  and  Little  League)  that  foster  communi- 
ty at  the  local  level.  Smith  would  have  agreed 
with  contemporary  scholars  like  Michael 
Novak  and  Peter  Berger,  who  have  called  for  a 
revival  of  this  sort  of  organization  as  an  alter- 
native to  government  action. 

Finally,  Smith  saw  a  definite  but  limited  role 
for  government  in  helping  to  create  an  envi- 
ronment for  both  capitalism  and  the  social 
virtues  to  flourish.  No  advocate  of  unfettered 
capitalism,  he  wanted  laws  against  monopoly, 
and  carefully  devised  government  programs  to 
strengthen  the  institution  of  the  family  and 
otherwise  advance  the  "public  good." 

Yet,  Smith  recognized  the  destructive  effects 
of  ill-conceived  state  paternalism.  He  would 
have  gagged  at  America's  welfare  system, 
which  has,  since  the  1960s,  subsidized  sloth 
and  illegitimacy.  In  principle,  however,  he  sup- 
ported "poor  relief  schemes  that  would  help 
those  who  could  not  look  after  themselves. 

Thus  in  the  new  debate  between  capitalism 
and  communitarianism,  Smith's  views  repre- 
sent a  kind  of  middle  way.  A  great  champion 
of  market  forces,  Adam  Smith  nevertheless 
recognized  that  for  its  long-term  survival,  cap- 
italism depends  upon  a  moral  cultural  system 
that  is  not  itself  the  product  of  capitalism.  He 
refused  to  choose  flatly  between  liberty  and 
social  order  because  he  believed  in  both.  Next 
time  someone  tells  you  that  capitalism  is 
incompatible  with  a  just  society,  tell  them  to 
go  read  Adam  Smith.  UU 
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When  information  is  everything. 


Reuters  got  to  be  the  world's  biggest  purveyor  of  financial  information 
not  by  buying  businesses— but  by  creating  them. 

Acquisition  is 
fine,  but  organic 
growth  is  better 


By  John  R.  Hayes 

"The  job  of  all  good  chief  execu- 
tives is  to  destroy  good  ideas,"  says 
Reuters'  chief  executive,  Peter  Job. 

Destroy  good  ideas?  Well,  yes.  No 
matter  how  rich  it  is,  a  company  has 
only  so  much  capital.  So  a  big  part  of 
the  boss1  job  is  to  see  that  good  ideas 
get  passed  over  while  he  searches  for 
a  truly  superb  idea. 

Job,  the  5 5 -year-old  former  for- 
eign correspondent  who  since  1991 
has  headed  the  world's  biggest  finan- 
cial information  company,  made  the 
statement  in  explaining  why  Reuters 
sits  on  a  growing  cash  hoard — now 
topping  $1.4  billion — rather  than 
making  acquisitions  with  it. 

This,  of  course,  takes  a  fair  amount 
of  discipline.  The  woods  are  swarm- 
ing with  smart  investment  bankers 
peddling  big  deals.  But  Job  (pro- 
nounced like  the  figure  in  the  Bible) 
is  sticking  to  the  course  set  by  his 
brilliant  predecessor,  Glen  Renfrew, 
and  is  determined  to  keep  Reuters 
growing  from  within.  Plant  an  acorn; 
grow  an  oak.  He  passed  up  opportu- 
nities to  bid  for  properties  like  Lexis, 
Nexis  or  West  Publishing.  Not  that 
these  would  have  been  bad  ideas,  but 
they  didn't  fit  Reuters1  pattern  of 
internal,  organic  growth. 

"Acquisitions  are  about  buying 
market  share,"  says  Job.  "Our  chal- 
lenge," he  says,  "is  to  create  markets. 
There  is  a  difference.  Creating  mar- 
kets is  something  two  out  of  three 
times  you  fail  to  do.  But  the  third 


time,  if  you  create  it  and  you're  the 
first,  it  can  grow  rapidly." 

Just  talk?  Hardly.  Reuters  virtually 
created  the  market  for  computerized 
financial  information.  It  did  so  by 
transforming  the  145 -year-old  British 
news  agency  into  the  world's  premier 
financial  information  company.  Only 
6%  of  its  revenues  come  from  media 
sales  today.  Reuters'  financial  infor- 
mation flows  to  255,000  computer 
screens  around  the  world,  according 
to  Waters  Information  Services.  It 
dwarfs  its  U.S.  competitors:  Dow 
Jones1  Telerate  has  about  106,000 
screens,  Automatic  Data  Processing 
has  86,000  and  Bloomberg  53,000. 

Reuters1  foreign  exchange  data 
alone  bring  in  over  $1  billion  a  year, 
or  68%  of  that  market.  In  addition. 


Instinet's  New  York 
trading  floor 
Reuters  will  bring 
in  over  $1  billion 
in  electronic 
trading  fees 
this  year. 


Reuters 

chief  executive, 
Peter  Job 
Is  he  preparing 
to  shift  his  gaze 
from  Dow  Jones 
and  Bloomberg 
to  Microsoft? 


Reuters  has  33%  of  the  equity  infor- 
mation market  and  24%  of  the  fixed 
income  market. 

The  profits  have  followed.  In  the 
past  dozen  years  Reuters1  earnings 
have  grown  from  $67  million  to 
$586  million  in  1995.  This  year, 
Value  Line  estimates  revenues  will 
grow  by  12%,  to  $4.7  billion,  and 
earnings  by  24%,  to  $705  million. 

An  impressive  accomplishment, 
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and  the  stock  market  has  recognized 
it:  Since  Reuters1  1984  public  offer- 
ing, its  ADRs  have  risen  from  a  split- 
adjusted  4Vft  to  a  recent  69%.  Its 
market  value,  $17.7  billion,  far  out- 
shadows  the  $3.3  billion  market  cap- 
italization of  its  closest  competitor, 
Dow  Jones  &  Co. 

When  Reuters  does  make  an  acqui- 
sition, it  buys  a  sapling  whose  growth 
is  yet  to  come.  Two  businesses  it 


bought,  Triarch  and  Tibco,  sell  infor- 
mation management  software  to  dis- 
tribute and  manipulate  real-time  data 
for  trading  rooms.  Together,  they 
now  control  60%  of  what  is  a  $418 
million  business  (see  box,  p.  54). 

Reuters  has  moved  beyond  merely 
selling  and  distributing  information 
to  enabling  clients  to  use  its  systems 
to  make  transactions  Its  two  big 
transaction  systems  are:  Dealing  2000 


for  foreign  exchange  and  Instinet  for 
equities.  These  systems  let  banks  and 
institutional  buyers  and  sellers  exe- 
cute their  trades  electronically — no 
telephones,  no  faxes,  no  brokers. 
Instinet,  which  has  grown  fast  since 
Reuters  bought  it  in  1987  for  $1 1 1 
million,  earned  $117  million  pretax 
on  sales  of  $388  million  last  year. 

There's  the  three-part  Reuters 
model,  established  by  Glen  Renfrew: 
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A  piece  of  the  action 

Reuters  prefers  to  grow  its  oak  trees  from 
acorns,  but  it  will  sometimes  acquire  a 
promising  sapling.  Like  Tibco. 

Founded  by  India-born  Vivek  Ranadive,  a 
hardware  engineer,  Tibco  helped  pioneer 
"open  systems"  on  trading  room  floors.  Its 
software  integrates  feeds  from  numerous  ven- 
dors into  a  single  monitor,  and  lets  traders 
manipulate  the  data  any  way  they  choose.  Today 
Tibco  also  offers  real-time  internal  transaction  moni- 
toring, tying  action  in  the  trading  room  to  key  depart- 
ments like  compliance,  risk  management  and  accounting. 

Reuters  ranked  first  in  that  market,  but  its  Triarch 
system  was  losing  a  fair  number  of  bids  to  Tibco.  In 


1993  there  were  rumors  of  an  alliance  between 
Tibco  and  Bloomberg;  Reuters  preempted  rivals 
with  a  $125  million  cash  bid  plus  incentive  pay. 
Last  year  Tibco's  operating  earnings  were  $50 
million  on  sales  of  $1 18  million. 

But  Reuters  wants  more  than  Tibco's  sys- 
tems. It  also  wants  to  keep  Ranadive  and  his 
team,  which  is  working  to  form  an  industry 
standard  for  distributing  Internet  information. 
That  would  take  Reuters  beyond  financial  mar- 
kets into  the  broader  field  of  the  Internet.  Ranadive 
and  his  crew  will  get  30%  of  the  new  venture.  "Reuters 
paid  us  a  lot  of  money  for  Tibco,"  says  Ranadive,  39. 
"But  I  think  I'll  make  over  $100  million  in  the  future  as 
well."  One  more  example  of  how  business  is  finding  new 
ways  to  compensate  entrepreneurs.  -J.R.H.  M 


Gather  and  sell  information,  supply 
the  technology  to  deliver  and  manip- 
ulate it,  and  layer  a  low-cost  transac- 
tion business  on  top  of  it  all. 

Each  layer  produces  additional  rev- 
enue and  profits  while  protecting  and 
supporting  the  other  franchises.  Con- 
trolling data  distribution,  for  exam- 
ple, ensures  a  prominent  display  for 
Reuters  information,  just  as  American 
Airlines,  say,  used  to  benefit  from 
top-of-the-screen  listings  in  its  Sabre 
reservation  system. 

Trading  systems  bolster  the  model 
by  creating  new  data — orders  or 
prices — to  distribute  to  customers. 
Within  Reuters  that's  called  "data 
exhaust" — a  loop  that  feeds  on  itself. 
New  orders  listed  on  Instinet  are  only 
available  to  customers,  giving  them  a 
trading  advantage. 

Reuters'  two  major  competitors — 
Dow  Jones'  Telerate  and 
Bloomberg — both  face  problems 
Reuters  has  thus  far  avoided. 
Bloomberg's  growth  has  slowed 
largely  because  it  has  been  reluctant 
to  open  its  system  up  to  other  net- 
works (Forbes,  Dec.  16).  Telerate  has 
been  losing  market  share  to  Reuters 
and  Bloomberg. 

But  none  of  this  makes  Job  com- 
placent. The  market  is  just  too  lucra- 
tive— Reuters  has  averaged  30%  on  its 
equity  capital  for  the  past  live  years. 
Thus  competition  is  heating  up  in  its 
basic  businesses:  Welsh  Carson 
Anderson  &  Stowe,  a  New  York 
investment  firm,  has  created  a  new 
competitor  called  Global  Financial 
Information  Corp.  by  buying  Bridge 
Information  Systems  and  Knight 


Bidder  Financial;  Bloomberg  is  offer- 
ing electronic  systems  for  equity  and 
fixed  income  trading  on  Bloomberg 
screens.  In  foreign  exchange,  a  con- 
sortium of  1 3  banks  runs  a  rival  trad- 
ing system  to  Reuters. 

This  helps  explain  why  Reuters  is 
less  interested  in  using  its  money  to 
acquire  market  share  than  it  is  in  cre- 
ating new  businesses.  Job  is  trying  to 
break  new  ground  by  moving  his 
three-layered  strategy  beyond  securi- 
ties markets  into  markets  as  yet  little 
touched  by  the  electronic  informa- 
tion revolution. 

Three  years  ago  he  started  Reuters 
NewMedia,  a  venture  capital  incuba- 
tor for  new  businesses.  "Our  ambi- 
tion," Job  wrote  in  the  1995  annual 
report,  "is  to  replicate  in  other  pro- 
fessional markets  the  success  we  have 
enjoyed  in  finance." 

NewMedia  immediately  targeted 
the  Internet.  Job  is  convinced  that 
with  the  growth  of  intranets  and 
browsers,  corporations  will  shed  addi- 
tional layers  of  management  whose 
primary  role  was  to  collect  and  dis- 
burse information.  "It's  a  big  oppor- 
tunity," says  Job.  "In  America  even 
the  65 -year-olds  know  how  to 
improve  their  work  by  going  straight 
to  the  source  of  the  information." 

One  of  the  markets  Reuters  has 
targeted  is  advertising.  Reuters  is  now 
stitching  regular  Reuters  content 
together  with  information  from  well- 
known  trade  journals  like  Advertising 
Afjc  and  Variety  to  create  electronic 
information  for  advertising,  enter- 
tainment and  insurance  executives. 

It  bought  two  small  companies 


that  sell  information  management 
technology  to  the  advertising  indus- 
try, Aim  21  and  AdValue.  It  made 
minor  investments  in  Internet  com- 
panies like  Yahoo,  Infoseek  and 
Sportsline.  Promising  saplings. 

Reuters'  idea  of  potential  transac- 
tion markets  is  broad.  Electricity?  "It 
can't  be  stored  very  easily,  so  it's  an 
interesting  real-time  market,"  he  says. 
"We  have  services  running  in  Norway 
[where  electricity  is  already  traded]." 

Reinsurance?  "We've  looked  at 
this,  but  we  have  not.  found  the  right 
solution."  Transportation?  "We  have 
a  cargo  and  oil  tanker  information 
service  now.  We  would  like  to  go  fur- 
ther, but  we  just  haven't  had  time." 

In  short  Reuters  is  making  lots  of 
stabs  at  finding  new  uses  for  its  vast 
information  network,  though  not  all 
pan  out.  Job  bought  and  then 
dumped  a  London  radio  station.  He 
may  pull  the  plug  on  an  educational 
programming  venture  with  John 
Malone's  TCI. 

But  his  is  a  disciplined  approach: 
He  has  avoided  telecommunications, 
which  could  produce  a  huge  transac- 
tion market  as  buying  and  selling  of 
excess  local-  and  long-distance  time 
grows.  "I  don't  see  it  as  a  niche  that 
would  be  easy  to  defend,"  he  says, 
noting  that  a  number  of  his  potential 
customers  would  have  the  size  and 
capability  to  compete  with  him. 

Job  has  since  dissolved  NewMedia, 
but  many  of  its  projects  are  very 
much  alive.  Among  them: 
■  Internet  Media  Sales.  Reuters  is  now 
the  dominant  news  source  on  the 
Internet,  available  on  35  Web  sites. 
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Color  and  detail  so  accurate  your 
output's  always  picture  perfect. 


The  future  is  looking  bright.  Brilliant,  actually,  with  the  new 
EPSON*  Stylus*  Color  500  ink  jet  printer. 


CALL  1  800  CO  EPSON 


ASK  rOR  OPERATOR  3100 


Imagine.  720  x  720  dpi  for  true  Photo  Quality  color.  Laser- 
quality  black  text.  Dazzling  color  printing  at  fast  print  speeds  = 
on  virtually  any  paper.  And  simple  start-up  with  our  Easy  Setup  software.  With  our  free  award-winning 
(loaded  with  full-version  Adobe  and  Sierra  software),  you  can  create  striking  presentations 
and  reports  for  work.  Or  birthday  cards  and  banners  for  fun.  All  with  a  two-year  warranty  for  just  $289 
(not  bad,  since  the  Color  Pak's  worth  up  to  $299  alone).  Visit  us  at  www.epson.com  for  even  more 
reasons  why  the  EPSON  Stylus  Color  500  is  truly  ahead  of  the  competition.  And  ahead  of  its  time. 
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Laser 
Quality 

Black  text  that 
won't  break  up- 
even  when  it's 
blown  up.  See? 
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COLOR 


Street  price  may  vary.  EPSON  and  EPSON  Stylus  are  registered  trademarks  of  Seiko  Epson  Corp.  All  other  trademarks  are  the  property  of  their  respective  owners  ©  1996  Epson  America.  Inc. 


Luxury  Touring 


Made  Less  Taxing. 

Rolls-Royce  Motor  Cars  Inc.  and  participating  dealers  will 
reimburse  the  federal  luxury  excise  tax  paid  with  the  purchase  or 
lease  of  any  new  1996  or  1997  Rolls-Royce  or  Bentley  motor  car 
(except  the  Bentley  Azure,  Continental  T  and  any  car  previously 
reported  retailed)  delivered  from  our  inventory  before  December 
31,  1996.  This  offer  cannot  be  combined  with  any  special  Primus 
Automotive  Financial  Services  lease  rates  currently  in  effect. 


1-800-23-ROLLS 


ROLLS 


R 


ROYCE 


©  Rolls-Royce  Motor  Cars  Inc.,  1996.  The  names  -  Rolls-Royce"  and 
"Benlley"  and  Ihe  badyes  and  radiator  grille  are  registered  trademarks 


CAPITALIZE  ON  GROWTH 
IN  FINANCIAL  SERVICES 


Introducing  T.  Rowe  Price  Financial  Services  Fund.  Our  newest 
fund  pursues  long-term  capital  appreciation  by  investing  in  companies 
poised  to  benefit  from  significant  restructuring  and  growth  in  the  financial 
services  field.  The  growing  population  of  financial  services  consumers, 
consolidation,  and  loosening  government  restrictions  all  point  to  favorable 
prospects  for  continued  growth  in  this  field. 

The  fund  invests  in  companies  of  all  sizes  across  a  wide  range  of  financial 
services  industries  to  access  the  field's  full  potential  and  moderate  the  fund's 
risk.  Of  course,  the  fund  involves  greater  risk  than  equity  funds  with  a 
broader  investment  scope.  $2,500  minimum  investment  ($1,000  for  IRAs). 
100%  no  load. 

Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-541-6650 

h  1 1  p://www.  troweprice.  com 


Invest  With  Confidence 

T.RoweFHce 


Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses. 
Read  it  carefully  before  you  invest  or  send  money  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  FSF053472 


"Acquisitions  are  about 
buying  market  share. 
Our  challenge 
is  to  create  markets.  " 


Job  says  Reuters  is  making  a  profit  on 
the  Internet — a  small  profit. 

■  Personal  Finance.  Its  Reality  Online 
has  shifted  its  sales  effort  from  the 
consumer  market  to  brokerage  com- 
panies like  Charles  Schwab  and  Quick 
&  Reilly,  for  whom  it  is  designing 
Web  sites  that  will  let  customers 
research  and  trade  on-line. 

■  Advertising.  AdValue,  which  pro- 
vides an  electronic  invoice-tracking 
system  for  spot  TV  and  radio  sales, 
should  handle  $2  billion  of  orders  on 
the  network  this  year.  Down  the  road 
is  the  possibility  of  earning  commis- 
sions through  a  computerized  trans- 
action system  that  would  let  agencies 
buy  time  directly  from  TV  and  radio 
stations,  cable  channels  and,  eventu- 
ally, Web  sites. 

■  Health.  The  U.S.  market  isn't  ready 
for  centralized  patient  records,  so 
Reuters  has,  for  now,  settled  for  sell- 
ing medical  information  on-line.  But 
it  is  building  nationwide  information 
management  networks  in  France  and 
England. 

"We  built  our  existing  business 
organically,  so  we  can  do  it  again," 
Job  says.  "I  am  a  great  fan  of  organic 
development.  It  guarantees  that  the 
people  involved  know  the  subject  and 
regard  it  as  something  in  their  bones 
and  not  just  a  purely  financial  trans- 
action. My  own  creaky  bones  tell  me 
that  there  are  a  few  good  things  to  be 
had  in  this  whole  area  of  database 
exploitation  and  related  transactions." 
If  past  is  prologue,  Reuters  is  going 
to  be  the  first  to  find  them  and  the 
first  to  exploit  them. 

As  for  all  that  cash,  Reuters  would 
like  to  do  what  many  American  com- 
panies are  doing — use  some  of  it  to 
buy  its  own  stock.  But  this  is  painful- 
ly expensive  under  British  tax  law. 
Anyhow,  having  too  much  cash  isn't 
the  worst  kind  of  headache. 

So  don't  waste  time  trying  to  sell 
Reuters  on  a  major  acquisition. 
"Sometimes,"  says  Job,  "like  the 
sailors  on  the  ship  in  the  fable,  you 
have  to  put  the  stuffing  in  your  ears 
and  say:  'This  is  not  for  me.'"  WM 
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Know  Us  By 
Our  Experience  in 

Billion  Dollar 
M&A  Transactions 


AirTouch 
Communications,  Inc. 


has  acquired 
the  remaining  60%  of 


Cellular 
Communications,  Inc. 

Lehman  Brothers 


CBI  Industries,  Inc. 

has  been  acquired  by 

Praxair,  Inc. 
Lehman  Brothers 


IMC  Global,  Inc. 

has  aquircd  through  merger 

The  Vigoro  Corporation 
Lehman  Brothers 


Ameritech  International, 

Inc.  and  Singapore 
Telecommunications  Ltd. 


Tele  Danmark  A/S 

have  acquired  a 
50%  less  one  share  interest  in 

Belgacom  S.A. 
Lehman  Brothers 


The  Continuum 
Company,  Inc. 

has  merged  with 

Computer  Sciences 
Corporation 


Lehman  Brothers 


Loral  Corporation 

has  sold  its 
Defense  Operations 
to 

Lockheed  Martin 
Corporation 

nd  has  completed  the  spin-off  of 

Loral  Space  fe? 
Communications  Ltd. 

Lehman  Brothers 


Avis,  Inc. 

has  been  acquired  by 

HFS  Incorporated 
Lehman  Brothers 


Forstmann  Little  fe?  Co. 

has  acquired 

Community 
Health  Systems,  Inc. 

Lehman  Brothers 


Meridian  Bancorp,  Inc. 

has  merged  with 

CoreStates 
Financial  Corp 

Lehman  Brothers 


BankAmenca  Corporation 

has  acquired  the 

Transportation  and 
Industrial  Financing  Assets 

of 

USL  Capital  Corporation 
Lehman  Brothers 


General  Motors 
Corporation 

has  completed  the  split-off  of 

Electronic  Data  Systems 
Corporation 

to  its  Class  "E"  shareholders 


Lehman  Brothers 


NGC  Corporation 

has  acquired  the 

Warren  Petroleum  and 
Gas  Marketing  Business: 


from 

Chevron  Corporation 
Lehman  Brothers 


Lehman  Brothers  is  one  of  the  top  global  advisors  on  merger  &  acquisition  transactions  with 
values  in  excess  of  $1  billion.  The  combined  value  of  all  of  our  billion  dollar  transactions  completed 
in  1996  exceeds  $65  billion.  Whether  it's  our  leadership  in  capital  markets,  our  relationships  with 
major  companies  and  governments,  or  our  experience  and  capabilities  in  products  and  markets 
globally,  businesses  and  investors  are  turning  to  Lehman  Brothers. 


Lehman  Brothers 

fi  Wf>  Lehman  Bro&efs  [he.  All  Rights  Reserved.  Member  SIPC. 
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INTRODUCING 
PROJECTION 

TECHNOLOGY 
SO  DRAMATIC 

THAT  EVEN  THE 
CHEAP  SEATS  ABE 

GOOD  SEATS. 


Picture  the  beauty  of  digital  light. 

The  dramatic  n  e  w  d  i  g  i 
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Cd 
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tagine  sitting  in  a  confer- 
ice  room  seat  off  to  the 


A  TEXAS  INSTRUMENTS  TECHNOLOGY 

side.  Way  off  to  the  side.  The  angle  is  severe.  Before  it 
meant  you  saw  a  hazy,  nexMo-nothing  presentation.  Today 
it  means  seeing  everything  everyone  in  the  good  seats 
is  seeing.  How  is  this  possible? 

It's  called  Digital  Light 
Processing  "  (DLP'")  tech- 
nology, created  by  Texas 
Instruments. 

This  revolution  in  visual 
resolution  was  made  possible 
by  digitizing  light,  DLP  tech- 
nology reflects  images  from 
their  original  source  directly 
to  the  screen.  It  also  reduces 
the  distance  between  pixels 
(to  just  1/100  the  thickness  of 
a  human  hair).  Which  allows 
text,  graphics  and  video 


Your  presentation  was  created  digitally. 
Edited  digitally.  And  stored  digitally. 
Now  there's  a  way  to  present  it  digitally. 


anywhere  in  between. 

As  a  result,  for  the  first  time  your  screen  is  as  clear 
as  a  just-washed  window.  The  colors  of  the  graphics  look 
natural  instead  of  like  the  colors  of  a  cartoon.  And  your 
text  has  the  sharpness  of  35mm  film.  (Not  to  mention 
your  favorite  video  looks  like  70mm 
[    film.)  From  any  viewing  angle. 
Even  in  a  well-lit  room. 

Remarkably  enough,  this 
technology  is  also  easy  to  come 
by.  State-of-the-art  projection 
Mi 2*  systems  with  DLP  techno- 
logy are  available  from  the 
companies  shown  below  at  a 
dealer  near  you.  If  you  prefer, 
call  1-888-DLP-BY-TI,  ext. 

PC  Magazine 

says/:.,  dlp projectors    500j  for  more  detailed  informa- 

...  produce  dramatically  sharper 
and  clearer  images  than  previous  projectors. "       .         „  .  . 

This  is  one  of  the  many  reasons  why  they  honored     tl0n-  Ur  V011  can  V1Slt  US  at 
DLP  technology  with  their  1996  Technical  Excellence  award  for 
images  to  appear  Seamless    peripheral  hardware. 


with  uniform  brightness.  From  top  to  bottom,  side  to 
side  and  corner  to  corner  of  a  screen.  Whether  in 
an  executive  boardroom,  on  the  professional  stage  or 
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Digital  Light  Processing  and  DLP  are  uademarks  of  Texas  Instruments  Incorporated 
1996  Tl 


http://www.ti.com/dlp  for  an  on- 
line demonstration  of  the  all-digital  display  technology 
that's  changing  the  way  you  see  things.  From  any  seat 
in  the  house. 
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RUNCO 


Texas 

H  NO  LOGY   FROM   TEXAS   INSTRUMENTS.  INSTRUMENTS 


John  Tague  commutes  between  two  jobs. 

He's  running  not  one — but  two — moneylosing  airlines. 

I  oil  employment 


By  Daniel  Roth 


Each  Sunday  morning  John  Tague 
says  good-bye  to  his  wife  and  two 
kids  and  heads  to  the  Columbia,  S.C. 
airport.  Thence  to  his  Kansas  City, 
Mo.  job  as  chief  executive  officer  of 
Vanguard  Airlines,  a  moneylosing  dis- 
count carrier  ($11  million  so  far  this 
year,  on  revenues  of  $55  million). 

After  3/4  days  of  briefings  he  flies 
back  to  South  Carolina  late  Wednes- 
day night.  Early  the  next  morning 
he's  at  his  chief  executive  officer  desk 
at  Air  South.  This,  too,  is  a  money- 
losing  discount  carrier  ($13  million 
last  year,  on  revenues  of  $58  million). 
Three  days  of  briefings  and  meetings, 
and  back  he  heads  to  Kansas  City. 

What's  it  like  to  be  juggling  two 
jobs,  neither  a  sinecure?  "This  is  not 
without  its  challenges,"  says  Tague,  a 


Air  South  and  Vanguard  chief,  John  Tague 
Trying  to  pull  off  dual  turnarounds. 


beleaguered-looking  fellow  who 
appears  older  than  his  34  years. 
Tague  took  the  twin  challenges  at  the 
request  of  William  Hambrecht,  a 
partner  at  San  Francisco-based  Ham- 
brecht &  Quist.  The  venture  capital 
outfit  owns  more  than  50%  of  Air 
South  and  43%  of  Vanguard. 

In  the  early  1990s  Hambrecht 
watched  Tague  turn  around  Ameri- 
can Trans  Air,  a  $715  million  (1995 
revenues),  Indianapolis,  Ind. -based 
carrier.  Who  better,  now,  to  fix  his 
two  sick  airlines? 

Air  South  had  already  burned 
through  three  chief  executives  and 
had  lost  more  than  $20  million  when 


Tague  came  in  last  July.  The  airline 
was  something  of  a  bad  joke.  It 
would  infuriate  passengers  and  travel 
agents  by  entering  markets  like 
Tampa  or  Tallahassee,  Fla.  and  then 
pulling  out  within  a  matter  of  months 
if  sufficient  traffic  didn't  materialize. 

Its  founders  wanted  to  fly  a  "hub- 
less"  route  system,  like  hugely  suc- 
cessful Southwest  Air,  offering  dis- 
count fares  between  heavily  traveled 
city-pairs.  But  Air  South's  basic 
costs — 10  cents  to  fly  each  paying 
passenger  1  mile — were  43%  higher 
than  Southwest's.  One  or  more  of  its 
fleet  of  seven  leased  Boeing  737s  was 
often  in  the  shop,  and  the  airline  fre- 
quently canceled  flights. 

Tague  grew  up  with  airlines;  his 
lather,  Irving,  started  as  a  Pan  Am 
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Nationwide  Coverage 

SkyTel  was  khe  first  to  offer  nationwide  paging. 
You  can  choose  to  use  this  service  all  the  time, 
qr  just  when  you  need  it. 

1  f:::::lfMm:-- 


Can  your 


£|Qthis? 


Internet  Access 

Communicate  with  millions 
of  Internet  e-mail  users 
through  your  pager. 


Voice  Mail 

A  toll-free  voice  mail  system 
that  pages  you  when  you  have 
a  message. 


Page  Recall 

Retrieve  messages  when  you've 
been  out  of  your  coverage  area  or 
if  your  pager  has  been  turned  off. 


24-hour 
Customer  Service 

Helps  you  anytime, 
anywhere. 


Ability  to  Reply 

SkyTel  2-Waysu  is  the  only 
paging  system  that  lets  you  respond 
to  messages  right  from  your  pager. 


Whether  you  need  basic  paging  to  stay  in  touch  locally  or  a  sophisticated  system 
to  keep  you  in  touch  nationwide,  SkyTel  has  the  technology  and  customer  support 
to  make  it  all  happen.    Call  1    -   800-395-629  8. 


SkyTel  A 

How  The  World  Stays  In  Touch" 


http://www.skytel.com 


Motorola  FLEX  Pagers 


baggage  handler  and  rose  to  found 
Midway  Airlines.  Tague  puts  results 
over  diplomacy.  On  arriving  at  Air 
South,  he  says,  "I  let  them  [the 
employees]  know  they  had  one  shot 
to  make  this  thing  work." 

His  first  week  on  the  job,  Tague 
fired  125  people,  grounded  two 
planes  for  maintenance  overhauls  and 
cut  the  schedule  back  by  35%. 
"Everything  that's  done  needs  to  be 
done  with  intensity,"  he  says.  Inten- 
sity it  is.  Load  factors  are  up  to  65%, 
from  49%  last  summer,  flight  cancela- 
tions down  to  around  3%,  from  30%. 

Reward?  Tague  was  asked  to  take 
over  Vanguard  in  November,  too. 
The  company's  stock,  after  being 
delisted  this  month  for  failing  to  meet 
net-worth  requirements,  is  at  about 
lVi.  Hambrecht  &  Quist's  stake  is 
worth  $6.3  million,  down  almost 
90%  since  May.  A  lot  of  people  would 
have  told  Hambrecht:  One  thing  at  a 
time,  please.  Tague  said:  When  do 
I  start? 

Vanguard  was  also  a  mess,  but  in  a 
different  way.  Its  fleet  of  eight  leased 
Boeing  737s  flew  routes  through 
Kansas  City  to  serve  midwestern  cities 
like  Wichita,  Kans.  and  Des  Moines, 
Iowa  where  there  was  little  competi- 
tion. But  there  was  no  real  logic  to  its 
route  strategy.  There  was  nonstop  ser- 
vice from  Dallas  to  Kansas  City,  but 
nothing  from  Kansas  City  to  Dallas. 
Vanguard  didn't  even  list  its  prices  on 
computerized  reservation  systems, 
even  though  40%  of  its  bookings 
came  through  travel  agents. 

Tague  showed  up  at  Vanguard's 
headquarters  on  Nov.  1  and  uttered 
seven  simple  words  to  the  assembled 
managers:  "We  are  going  to  rebuild 
the  airline."  He  pulled  Vanguard  out 
of  four  cities — Salt  Lake  City, 
Phoenix,  Seattle  and  Cincinnati. 
This  month  he  is  adding  Atlanta, 
Chicago,  Las  Vegas,  Orlando,  Fort 
Myers,  Tampa  and  Miami.  He  is  also 
launching  a  $5  million  radio,  televi- 
sion and  print  campaign  touting 
Kansas  City  as  an  ideal  hub  for  Mid- 
west travel. 

When,  on  his  constant  commuting, 
he  flies  to  Kansas  City  from  South 
Carolina,  Tague  flies  Air  South  to 
Chicago  and  Southwest  to  Kansas 
City.  Why  not  Vanguard  to  K.C.? 
Why  patronize  a  competitor?  "It's 
the  cheapest  way  to  go,"  he  says.  WM 


Among  insurance  stocks,  annuity 
operators  have  been  Wall  Street  darlings. 
Maybe  Wall  Street  hasn't  looked 
at  what's  lurking  in  the  numbers. 

Beauty  that's 
only  skin  deep 

By  Carolyn  T.  Geer 

Annuities  have  been 
the  sole  source  of 
growth  in  the  life 
insurance  industry  in 
recent  years.  Sales  of 
traditional  life  insur- 
ance policies  have 
been  falling  for  three 
years,  but  annuity  sales 
have  been  growing — 
up  10%  in  the  first 
half  of  1996.  Unlike 
straight  life  insurance 
policies,  which  are 
bought  mostly  for 
their  death  benefits, 
annuities  are  invest- 
ment vehicles  that 
generate  income,  tax- 
deferred,  until  you 
begin  to  withdraw  it. 

With  sales  nearing 
$100  billion  this  year, 
annuities  are  now  the 
largest  product  sold 
by  life  insurance  com- 
panies. Among  all 
publicly  traded  insur- 
ance concerns,  earn- 
ings have  increased  7% 
annually  during  the 
last  five  years.  Without 
earnings  from  annuity 
products,  the  growth 
rate  would  have  been 
only  2.5%. 

No  surprise  that 
investors  have  reward- 
ed the  handful  of  companies  special-  example,  trades  at  20  times  trailing 
izing  in  annuities  with  higher  multi-  earnings  and  3.3  times  its  book 
pies  and  bigger  stock  gains  this  year  value.  The  typical  life  insurance  com- 
than  run-of-the-mill  life  insurers  (see  pany  trades  at  14  times  earnings  and 
table,  p.  64).  SunAmerica  Inc.,  for     1.7  times  book.  Annuity  stocks  are 
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TEMPLETON  FOREIGN  FUND 

Invest  In  International 
Growth  Before  It's  Grown 
■ 

■  In  today's  global  economy,  many  investors 
are  recognizing  the  significant  opportunity 
presented  by  foreign  securities.  Consider  that 
foreign  stock  markets  have  outperformed  the 
U.S.  stock  market  in  each  of  the  past  20  years. f 

■  Since  198  2,  the  Templeton  Foreign  Fund 
has  invested  in  securities  issued  by  companies 
and  governments  outside  the  United  States. 
While  the  fund's  diversified  portfolio  can 
help  reduce  risk,  there  are  special  risks  inher- 
ent in  foreign  investing,  including  currency 
fluctuation  and  political  uncertainty.  The  fund 
offers: 

Long-term  Capital  Growth  Potential 
International  Diversification 
Professional  Management 

■  Call  your  investment  representative  or 
Templeton  today  for  a  free  brochure. 

Source:  MSCI   Country  Indexes 
Gross  Dividends  Reinvested)  1 975- 
995.  The  U.S.  was  outperformed 
by  one  or  more  of  20  countries 
tracked  by  MSCI  during  each  of  the 
ast  20  years.  Past  performance  does 
not  guarantee  future  results. 

Franklin  Templeton  Distributors,  Inc. 


Mark  Hoiovvesko, 
Chief  Investment  Ollicer, 
Templelon  Global  Euinty  Research 


CALL  1 -800-342-FUND  EXT.  T272 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Templeton  Foreign  Fund,  including  sales  charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 
□  I  am  currently  a  Templeton  shareholder. 

Name   

Address   

City/State/Zip  

Daytime  Phone 


FOB  12/96 
T272 


Templeton 

JJL  WORLDWIDE 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 


A    Member    of   the   $151    Billion    Franklin    Templeton  Group 
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up  almost  40%  on 
average  this  year, 
versus  a  15%  rise  for 
traditional  life  insurers. 

Is  the  stock  market 
overlooking  a  flaw  in 


Don't  judge  a  book  value  by  its  cover 


these 


earnings: 


We 


think  so.  Here's  why: 
Because  insurance  pro- 
ducts are  still  sold,  not 
bought,  insurers  incur 
huge  upfront  costs 
selling  life  or  annuity 
policies.  First-year  sales 
commissions  typically 
amount  to  5%  to  10% 
of  annuity  holder 
deposits.  Accounting 
rules  for  publicly 
traded  insurance  com-  m^^M 
panies  do  not  require 
insurers  to  expense  these  costs  in  the 
year  they  are  incurred.  Instead,  they 
can  capitalize  them,  expensing  the 
costs  over  the  expected  life  of  a  typi- 
cal annuity  contract.  This  gives  rise  to 
a  balance  sheet  item  known  as 
deferred  acquisition  costs. 

That's  okay  if  the  policies  stay  on 
the  books  long  enough  to  recuperate 
the  deferred  selling  costs.  The  trou- 

What  if  customers  bail  out 
of  their  annuity  contracts 
earlier  than  anticipated?  Its 
profits  overstated,  the 
insurance  company  will  be 
forced  to  take  a  writedown. 


ble  is,  a  lot  of  guesswork  goes  into 
estimating  how  long  customers  will 
keep  their  annuity  contracts  in  force. 

What  if  the  educated  guesses  are 
too  optimistic?  What  if  customers  bail 
out  of  their  contracts  earlier  than 
anticipated?  Obviously,  the  company 
is  stuck  with  a  deferred  cost  that  will 
never  be  recovered.  It  will  have  to 
take  a  writedown.  In  short,  its  profits 
will  turn  out  to  have  been  overstated. 

Houston-based  Western  National 
Corp.  is  a  case  in  point.  A  big  seller  of 
annuities,  $9.7  billion  (assets)  West- 
ern National  took  a  charge  of  34 
cents  per  share  in  the  fourth  quarter 
last  year — 19  cents  of  which  was  a 
deferred  acquisition  charge  recogniz- 


Company 

Recent 
price 

YTD  gain 

Book  value/ 
share 

Price/book 

Tangible  book 
value*/share 

Price/tangible 
book 

Equitable  of  Iowa 

45K 

40% 

$24.34 

1.9 

$-3.51 

NM 

ReliaStar  Financial 

55J4 

26 

32.87 

17 

1.46 

38.3 

SunAmerica 

39K-. 

65 

11.82 

3.3 

6.02 

6.5 

Western  National 

im 

16 

12.22 

1.5 

5.46 

3.4 

*Before  deferred  acquisition  costs  and  goodwill.  NM:  Not  meaningful. 
Sources:  Company  and  analyst  reports. 


Deferred  acquisition  costs  can  boost  an  insurer's 
book  value  substantially.  Comparing  a  company's  book  value 
with  its  tangible  book  value  shows  how  much. 


ing  that  it  had  overestimated  the 
average  life  of  its  annuities  in  force.  In 
one  quarter,  Western  National  had  to 
deduct  costs  that  should  have  been 
incurred  in  previous  years.  Certain 
customers  were  cashing  in  their  annu- 
ity contracts  earlier  than  Western  had 
projected  they  would. 

In  other  words,  Western's  earn- 
ings in  prior  years  were  overstated, 
says  Sallie  Krawcheck,  insurance  ana- 
lyst at  Sanford  C.  Bernstein  &  Co. 
Had  the  charges  been  taken  sooner, 
Western's  returns  on  equity  would 
have  been  roughly  one  percentage 
point  lower  in  1993,  1994  and  1995. 
Western  returned  13.9%,  14.8%  and 
13.6%,  respectively,  in  those  years.  A 
significant  difference. 

"Surprise"  writedowns  like  West- 
ern National's  may  become  common 
in  coming  years.  As  the  annuity  busi- 
ness matures,  more  investors  are  able 
to  cash  out  of  their  contracts  without 
paying  substantial  penalties.  The  per- 
centage of  annuity  business  on  indus- 
try books  with  small  or  no  surrender 
charges  will  surpass  40%  this  year, 
according  to  Edward  Spehar,  an 
insurance  analyst  at  Lehman  Broth- 
ers. This  is  up  from  15%  in  1990. 

Compounding  the  withdrawal 
problem  are  salesmen  who  have 
learned  that  holders  of  annuity  poli- 
cies with  low  surrender  charges  are 
easy  targets.  The  salesman  promises  a 
"new  and  improved"  annuity  and 
pockets  another  commission.  Of  vari- 
able annuity  sales  alone,  25%  to  30% 
come  from  investors  transferring 


from  one  contract  to  another,  accord- 
ing to  Cerulli  Associates.  "The  level 
of  these  exchanges  is  much  higher 
today  than  in  the  past,"  says  Spehar 
of  Lehman  Brothers.  "I  don't  think 
that  the  companies  that  wrote  the 
business  initially  planned  for  this." 

Equitable  of  Iowa  increased  the 
amount  of  acquisition  costs  it  took 
through  the  first  nine  months  of  the 
year  by  $7.6  million,  or  16%.  This  cut 
15  cents  a  share  off  its  $2.68  operat- 
ing earnings. 

Meanwhile,  Western  National  dis- 
closed in  its  latest  financials  that  this 
year's  policyholder  withdrawals  have 
been  higher  than  expected.  The  com- 
pany attributes  this  to  the  fact  that 
substantial  blocks  of  annuities  sold 
in  1991  now  carry  no  surrender 
charges.  Western  lipped  its  deferred 
acquisition  costs  by  $7.8  million 
through  September. 

Bernstein's  Krawcheck  estimates 
that  annuity  companies  have  been 
writing  off  selling  costs  over  nine  to 
ten  years  on  average,  way  too  long 
given  that  surrender  charges  typically 
last  from  five  to  seven  years.  While 
companies  estimate  that  25%  to  35% 
of  the  annuities  carrying  no  surrender 
charges  will  lapse  immediately,  actual 
lapse  rates  have  been  closer  to  50% 
during  the  past  year,  she  says. 

"The  issue  calls  into  question  the 
soundness  of  both  book  value  and 
reported  earnings  for  these  compa- 
nies," Krawcheck  says.  In  other 
words,  investors  are  paying  for  some 
value  that  just  isn't  there.  mt 
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MILLION 
STRONG. 


ACQUISITION 
E^CPERTSa 

NOT 
INTO  TOYS. 


WE'RE  ALL  OF  THE  ABOVE. 


Not  surprisingly,  people  often 
confuse  Tyco  International  with 
that  other  Tyco,  the  fine  maker  of 
children's  toys.  We're  the  Tyco  that 
enjoys  leadership  positions  in  each 
of  its  four  business  segments.  We're 
the  Tyco  that's  increased  its  market 
capitalization  from  $400  million  to 
over  $8  billion  in  just  over  a  decade. 


that  has  a  compounded  income 
growth  rate  of  21%,  and  a  superb 
long-term  record  of  enhancing 
shareholder  value.  For  return  on 
investment  over  the  past  ten  years, 
this  Tyco  ranks  in  the  top  10%  of 
the  Fortune  500  —  a  better  record 
than  seven  of  Fortune's  ten  most 
admired  companies  of  1996. 


Of  course,  past  performance  does 
not  guarantee  future  results.  But  at 
Tyco,  earnings,  growth  and  perfor- 
mance are  what  we're  all  about.  To 
find  out  more,  please  write  PO  Box 
497,  Dept.  F,  Exeter,  IMH  03833. 


international  ltd. 


Unleashing  The  Power  Within 
http://www.tycoint. 


Disposable  and  Specialty  Products  Kendall •Armin* Ludlow  Flow  Control  Anvil/Canvil'WinnValves'Hindle  Valves 'Neotecha' J. B 
Fire  and  Safety  Services  Grinneli'Ansul'Mather  &  Piatt' Mueller 'O'Donnell  Griffin'Total  Walther'Wormald 'Thorn  Security'Ea 
Electrical  and  Electronic  Components  Allied  Tube  &  Conduit 'Simplex  Technologies 'Tyco  Printed  Circuit  Group 
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Teachers,  like  students,  come  in  all  colors 


The  commitment  to  educating  our  children  for  the  future  is  one  of 
the  most  important  responsibilities  we  undertake  as  a  society.  But  for  some  people, 
commitment  alone  is  not  enough;  they  need  an  opportunity  to  gain  the  vital  classroom 
experience  necessary  to  become  effective  teachers.  That's  why  the  Multicultural  Alliance 
gives  undergraduate  and  graduate  students  of  color  who  want  to  teach  a  chance  to  learn. 
Through  an  innovative  partnership  among  private  schools,  public  schools,  and 
higher  education  institutions,  the  Multicultural  Alliance  will  increase  its  ranks  of 
minority  teachers  five-fold  by  the  year  2000. 

For  forty  years,  Philip  Morris  Companies  Inc.  has  been  a  leader  in  supporting  innovative 
programs  in  communities  worldwide.  Today,  hunger  and  nutrition,  the  arts,  education, 
the  environment,  and  the  battle  against  AIDS  are  the  focus  of  our  efforts.  Sponsorship  of 
the  Multicultural  Alliance  reflects  our  ongoing  commitment  to  visionary  individuals  and 
organizations  whose  pioneering  spirit  enhances  the  quality  of  our  world. 


Multicultural  Alliance 

For  information  call  (888)  256-81  30 
http://www.mca.net 


Supporting  the  spirit  of  innovation. 


PHILIP  MORRIS  COMPANIES  INC. 
KRAFT  FOODS,  INC.      KRAFT  FOODS  INTERNATIONAL,  INC.      MILLER  BREWING  COMPANY 
PHILIP  MORRIS  INTERNATIONAL  INC.      PHILIP  MORRIS  U.S.A. 


Distributors  keep  buying  Kushner  Locke's 
productions,  but  only  suckers  keep  buying  its  stock. 

Coming  to  a 
stockbroker  near  you 

By  Robert  La  Franco 

1  Kushner  Locke's  stock  rose  from 
I  about  65  cents  to  over  $1  a  share. 
>  Wham!  Kushner  Locke  sold  another 
I  $9  million  worth  of  new  stock  and 
issued  warrants.  The  stock  is  now 
near  50  cents. 

Founded  in  1980  by  Peter  Locke, 
now  53,  and  Donald  Kushner,  51, 
the  company  started  out  producing 
television  programs,  like  Divorce 
Court,  for  the  syndication  market 
and  peddling  movies,  specials  and 
series  to  network  and  cable  televi- 
sion. This  is  typically  not  a  very  prof- 
itable business,  but  it  is  predictable. 
A  TV  movie  might  cost  $3  million  to 
make,  with  a  network  promising  to 
pay  $2.9  million  upon  delivery.  Prof- 
its come  from  what  you  can  squeeze 
out  of  overseas  markets. 

Hoping  to  move  beyond  the  low- 
margin  TV  business,  in  1993  Kushner 
Locke  began  producing  theatrical  fea- 
ture films.  It  has  since  added  a  12- 
person  foreign  distribution  staff  to 
strengthen  international  sales. 

In  the  last  nine  months  feature 
films  accounted  for  32%  of  Kushner 
Locke's  $58  million  in  revenues,  but 
for  none  of  its  meager  earnings.  Even 
though  Pinoccbio,  like  all  of  Kushner 
Locke's  big-budget  films,  was  co- 
financed,  it  still  must  gross  more  than 
$40  million  overseas,  or  sell  well  on 
video  and  foreign  TV,  for  the  compa- 
ny to  make  money. 

Still  hungry  for  that  blockbuster, 
Kushner  Locke  recently  signed  deals 
You  may  have  missed  The  Legend  of  Pinocchio,  which  it  had  hoped  would  with  directors  Oliver  Stone  and 
Pinocchio  when  it  was  released  this  be  its  first  blockbuster,  was  a  major  Robert  Altman  and  Lethal  Weapon 
summer.  A  lot  of  people  did.  Starring  disappointment.  Although  Kushner  producer  Joel  Silver.  Locke  also 
Martin  Landau  and  a  cast  of  anima-  Locke  shows  a  profit  for  the  first  half  promises  a  full  slate  of  lower-budget 
tronic  puppets,  it  grossed  $16  million  of  this  year,  its  last  profitable  year  was  feature  films  costing  $3  million  to 
at  the  domestic  box  office.  It  cost  1992.  It  has  financed  its  losses  in  part  $5  million  to  make.  Two  of  these 
$29  million  to  make.  by  selling  stock — five  secondary  offer-     upcoming  low-budget  films  star 

The  executive  producer  was  Los  ings  in  five  years,  the  latest  in  the  Keanu  Reeves  and  Christian  Slater. 
Angeles'  Kushner  Locke  Co.,  and     days  before  Pinocchio's  release,  when     "A  huge  hit  can  really  turn  a  compa- 
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One  of  Kushner  Locke's  upcoming 
low-budget  films  starring  Keanu  Reeves 
A  typical  film  burns  through  its 
earning  potential  within  the  first 
three  years  of  release.  But  Kushner 
Locke  will  take  a  lot  longer  than  that 
to  write  off  its  value. 


ny  around,"  says  Kushner,  hopefully. 

Where  will  Kushner  Locke  get  the 
money  to  keep  the  cameras  rolling? 
You  guessed  it.  Gullible  investors.  At 
a  shareholder  meeting  last  month 
Kushner  Locke  requested  and  won 
permission  to  nearly  double  the  com- 
pany's capitalization  by  authorizing 
70  million  new  shares  on  top  of  the 
current  80  million.  Kushner  Locke 
will  probably  begin  peddling  some  of 
these  shares  through  a  stockbroker 
near  you  sometime  next  year. 

If  you're  still  tempted  to  take  a 
flyer  on  Kushner  Locke,  check  out  its 
accounting  practices.  That  should 
cool  you  down.  Accountants  have 
been  nagging  the  company  for  years 
to  adjust  its  amortization  strategy, 
which  currently  stretches  out  75%  of 
film  production  costs  over  three 
years.  But  remember,  the  value  of  a 
film  library,  especially  one  without 
hits,  decreases  quickly  over  time  and 
can  prove  unreliable.  Witness  the 
$7-million-plus  writeoff  Kushner 
Locke  took  in  1994  on  a  distribution 
contract  to  syndicate  a  ten-year-old 
HBO  sitcom  starring  O.J.  Simpson. 

Even  in  a  business  based  largely  on 
hope,  this  one  looks  dicey.  ■ 
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T.  ROWE  PRICE  INTERNATIONAL  STOCK  FUND: 

UNIQUELY  HONORED  AMONG 
INTERNATIONAL  FUNDS 


T.  Rowe  Price  Internationa!  Stock  Fund.  If  you're  seek 
ing  to  diversify  your  portfolio  with  international  investments, 
consider  the  only  international  fund  to  be  elected  to  the 
Forbes  Honor  Roll  for  seven  consecutive  years.  The  fund's 
performance  from  3/31/84  to  6/30/96  was  considered;  18 
honorees  were  selected* 


Forbes 

Honor  Roll  Selection 

7  Years  Running 


Our  International  Stock  Fund — 
one  of  the  oldest  and  largest  inter- 
national no-load  mutual  funds — 
follows  a  prudent  strategy  of 
investing  in  the  stocks  of  established  companies  outside  the 
U.S.  It  has  proven  itself  over  a  period  of  up  and  down  markets, 
in  times  of  both  a  weak  and  a  strong  U.S.  dollar.  In  fact, 
Morningstar  awarded  the  fund  a  four-star  (****)  rating  for 
its  overall  risk-adjusted  performance.  It  was  rated  among  348; 
173;  and  57  international  equity  funds  for  the  3-,  5-,  and  10- 
year  periods  ended  10/31/96,  respectively.** 

Benefit  from  our  expertise.  At  T.  Rowe  Price,  we've  been 
helping  people  invest  overseas  since  1979,  when  we  joined 
forces  with  Robert  Fleming  Holdings,  Ltd.,  one  of  the  world's 
oldest  and  most  successful  international  advisers,  to  form 
Rowe  Price-Fleming.  Today,  Rowe  Price-Fleming  serves  as 
investment  adviser  to  our  family  of  11  international  funds  and 
manages  over  $27  billion  in  foreign  stock  and  bond  assets.  In 
fact,  we  are  the  largest  manager  of  international  no-load 
mutual  fund  assets.1 

Of  course,  international  investing  has  special  risks,  including 
currency  fluctuation.  As  with  any  stock  fund,  there  will  be 
price  fluctuation.  $2,500  minimum  investment  ($1,000  for 
IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-541-7871 

hup:/ /www.  troweprice.com 


Invest  With  Confidence 

T.RoweRice 


*As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  8/26/96.  The  honorees  are  chosen  annually;  candidates  must 
be  open  to  new  investors  and  have  had  the  same  management  for  at  least  five  years.  Sector  funds  are  excluded. 
**Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  through  10/31/96.  These  ratings  may 
change  monthly  and  are  calculated  from  the  fund's  3-,  5-,  and  10-year  average  annual  returns  in  excess  of  90-day  Treasury 
bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day  Treasury  bill 
returns.  The  1-year  rating  is  calculated  using  the  same  methodology  but  is  not  a  component  of  the  overall  rating.  The  hind 
received  4,  3,  and  4  stars  for  the  3-,  5-,  and  10-year  periods,  respectively.  For  the  1-year  period,  the  fund  received  4  stars 
and  was  rated  among  799  international  equity  funds.  Ten  percent  of  the  hinds  in  an  investment  category  receive  5  stars, 
the  next  22.5%  receive  4,  and  the  next  35%  receive  3-  tStrategic  Insight  Simfund.  Read  the  prospectus  carefully  before 
investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  ISF033475 


THE  BRAND  NEW  DEVILLE 

FOR  THE  TIME  OF  YOUR  LIFE. 


The  kids  have  grown.  Your  career  is  on  track.  It's  about  time  you 


rechc 


arged  your  batteries  in  something  comfortable.  Like  the  brand 


new  DeVille  Concours.  This  cadiiiac  gives  you  lots  of  room  to  stretch. 

Plus  things  that  set  your  mind  at  ease.  Like  new  Side  air  bags. 
StabiUTrak.  a  new,  world-class  suspension  system  that  uses  a  computer  to 
help  you  Stay  in  Control.  And  OnStar,*  satellite  and  cellular  technology 
that  makes  sure  there's  always  somebody  around  to  lOOk  OUt  for  yOU, 


r  you  need  your  door  unlocked,  or  just  need  directions.  So  check 


out  the  new  DeVille  with  the  Northstar  System.  And 


have  the  time  of  your  life.  After  all.  you  always  sai< 


the  best  was  yet  to  come. 


0-333-4CAD  or  visit  our  Web  site  at  www.caditlac 
Available  at  participating  Cadillac  dealers. 


s-.Y. 


Always  wear  safety  belts,  even  with  air  bags.  ©1 
All  rights  reserved.  CADILLAC  •  DEVILLE*  O 
NORTHSTAfi»  ONSTAR  s«  STA 


Oscar  Wyatt  built  Coastal  Corp.  into  a  formidable  energy  company. 
Right  now  he  may  be  more  of  a  liability  than  an  asset. 

Saddam's  pal  Oscar 


By  Toni  Mack 

Oscar  Wyatt  would  sup  with  the 
devil  if  he  could  make  money 
from  it.  Saddam  Hussein?  Appar- 
ently just  as  good  a  partner  as  any 
other,  so  far  as 

the  founder  and  "~™"~™,"~^— ~ 

chairman  of 
Houston's 
Coastal  Corp. 
is  concerned. 
Wyatt  had  a  deal 
to  sell  a  50% 
stake  in  Coastal's 
worldwide  refin- 
ing and  market- 
ing operations. 
Saddam  was 

going  to  pay  a  sum  said  to  be  around 
$1.5  billion.  But  of  course  when  the 
dictator  went  to  war  with  the  U.S., 
the  deal  was  off. 

Which  left  Wyatt,  72,  holding  the 
bag.  Coastal's  refineries  are  engi- 
neered to  run  sulfurous  "sour" 
crude,  the  sort  Iraq  exports.  Sour 
crude  normally  costs  as  much  as 
$4.75  per  barrel  less  than  higher- 
grade  oil  and,  though  it  costs  more 
to  refine,  it  still  has  a  price  advan- 
tage. Or  did.  When  the  world  pun- 
ished Saddam  by  banning  his  oil,  the 
price  of  sour  crude  went  way  up,  and 
today  it  costs  just  $1.30  a  barrel  less 
than  the  higher-quality  stuff. 

Thus  Coastal's  four  refineries  are 
barely  breaking  even  and  are  drag- 
ging down  what  would  otherwise  be 
excellent  earnings.  Coastal's  natural 
gas  output  is  spurting  at  60%  this  year 
and  will  climb  another  40%  in  1997. 
With  higher  gas  prices,  Coastal's 
operating  profit  from  oil  and  gas  pro- 
duction rose  from  1995's  $25  million 
to  an  estimated  $131  million  in 
1996.  PaineWebber  analyst  Ronald 
Barone  expects  Coastal  to  earn  $323 
million— $2.90  a  share — this  year,  up 
from  $271  million  last  year,  and 
looks  for  nearly  20%  more  in  1997. 
Still,  earnings  would  be  much  higher 


Iraq's  Saddam 
Hussein  (above); 
Coastal  Corp.'s 
Oscar  Wyatt 
Unfortunately 
for  Wyatt, 
his  deal  with 
Saddam  fell  apart 


without  the  drag  from  the  refineries. 

Aren't  there  other  available  part- 
ners than  Saddam  for  Coastal's 
refineries?  Joint  refining  ventures  are 
working  very  profitably  between 
Saudi  Arabia  and  Texaco  and 
between  Venezuela  and  Unocal.  The 
countries  supply  the  oil  and  own  a 
stake  in  the  companies'  refineries. 

The  fact  is  that  Saddam  seems  to 
have  been  one  of  the  few  partners 
available  to  the  abrasive  street  fighter 
Oscar  Wyatt.  In  1984  Wyatt  sued 
one  potential  partner,  Petroleos  de 
Venezuela,  claiming  that  the  compa- 
ny was  trying  to  drive  Coastal  and 
another  refiner  out  of  business.  So 


much  for  Venezuela. 

Nor  did  his  busted  deal  with  Iraq 
endear  him  to  potential  partners  or  to 
the  American  people.  When  President 
Bush  was  showing  signs  of  standing 
up  to  Saddam  after  the  invasion  of 
Kuwait,  Wyatt  delivered  a  speech  in 
Corpus  Christi,  Tex.  in  which  he  was 
reported  to  have  said:  "The  mentali- 
ty of  the  people  we  are  defending  is 
that  they  think  they  can  buy  their  lib- 
erty with  our  blood."  Wyatt  seemed 
to  be  accusing  President  Bush  of  sell- 
ing American  soldiers  to  Saudi  Arabia 
and  Kuwait.  The  speech  may  have 
made  Saddam  happy,  but,  to  put  it 
mildly,  it  irritated  a  lot  of  other  Arabs. 
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Wyatt's  Qaddafi 
albatross 

In  1987,  with  economic 
sanctions  biting  Colonel 
Muammar  Qaddafi's 
Libya,  Coastal  Corp.'s 
Oscar  Wyatt  struck  a  deal 
with  the  Libyan  dictator: 
Wyatt  would  get  Libyan 
oil  at  a  discount  and 
Qaddafi  would  get  an 
interest  in  a  Coastal  Corp. 
refinery  in  Hamburg, 
Germany  (Forbes,  May 
30,  1988). 

The  deal  was  technically 
legal,  since  Coastal  holds 
its  stake  in  the  refinery 
through  a  foreign  sub- 
sidiary not  bound  by  U.S. 
sanctions. 

But  in  1991  the  U.S. 


Treasury  officially  declared 
the  Coastal- Libya  venture 
"a  Libyan  agent."  This 
means  that  American  citi- 
zens, including  Coastal 
employees,  are  forbidden 
to  do  any  work  for  the 
venture. 

In  April  1993  a  former 
Coastal  executive  named 
lames  Craig  Hesser  was 
indicted  in  Houston  on 
federal  charges  that  he 
worked  at  the  German 
refinery  after  leaving 
Coastal.  Hesser  has  since 
disappeared. 

His  mug  shot  once 
hung  at  the  U.S.  Customs 
office  at  Houston's 
Hobby  airport. 

A  few  weeks  after 
Hesser's  indictment,  a  fire 


ravaged  a  floor  of 
Coastal's  Houston  head- 
quarters, destroying  docu- 
ments in  files  dealing  with 
Coastal's  governmental 
relations  and  killing  a 
young  security  guard. 

According  to  a  story  in 
the  Houston  Chronicle, 
"dozens  of  people  identi- 
fying themselves  as 
Coastal  employees  called 
the  Chronicle,  raising 
questions  about  a  possible 
connection  between  [the 
fire]  and  a  federal  inquiry 
into  Coastal's  ties  to 
Libya."  Houston  arson 
investigators  ruled  that 
the  fire  had  been  deliber- 
ately set,  but  they  could 
never  determine  who  set 
it,  or  why.  Coastal  vehe- 


mently denied  that  any 
documents  relevant  to  the 
federal  investigation  of  the 
Coastal/Libya  refinery 
had  been  destroyed,  and 
the  company  subsequently 
sued  the  Houston  Chroni- 
cle for  libel;  the  lawsuit 
continues. 

The  Qaddafi/Wyatt 
deal  appears  to  be  alive 
and  well.  Coastal's  interest 
in  the  refinery  venture  is 
now  under  15%. 

The  remaining  stake  is  a 
continuing  embarrassment 
to  Coastal,  but  it  can't  get 
rid  of  it.  According  to  a 
Coastal  spokesman,  under 
U.S.  law  no  Coastal  man- 
ager can  "take  any  action 
to  dispose  of  the  asset." 
Tiger  by  the  tail.  -T.M.  Hi 


Neither  Saudis  nor  Kuwaitis  are  likely 
joint  venture  partners  for  Wyatt. 

One  New  York  money  manager 
who  specializes  in  oil  and  has  made  a 
lot  of  money  investing  in  Coastal  stock 
nonetheless  says:  "A  lot  of  people  just 
won't  deal  with  Oscar.  They  don't  like 
him,  and  they  don't  trust  him." 

In  short,  Wyatt  is  probably  a  liabil- 
ity to  Coastal,  an  otherwise  promis- 
ing company.  It  owns  natural  gas 
wells,  pipelines  and  marketing  opera- 
tions. It  also  owns  oil  refineries,  pro- 
duces petrochemicals  and  mines  coal. 
It  is  a  miniature  Exxon  and  Enron 
combined. 

John  Olson,  who  analyzes  natural 
gas  pipeline  firms  for  Merrill  Lynch, 
would  love  to  see  Coastal  divided  into 
two  companies.  He  has  estimated  the 
result  of  such  a  split.  One  company 
would  run  natural  gas  and  electric 
power  operations.  The  other  would 
run  the  four  oil  refineries,  Coastal's 
1,800  service  stations  and  its  chemi- 
cal plants  and  coal  operations. 

Olson  figures  the  growing  gas 
and  power  business  would  be  worth 
$45  per  share,  whereas  the  sluggish 
oil  outfit  would  command  about 
$12  per  share.  That's  a  total  of  $57 
per  share,  an  18%  premium  to 
Coastal's  recent  $48.25/share  price. 
Moreover,  an  oil  Coastal  without 
Wyatt  at  the  helm  might  have  an 
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easier  time  finding  outside  partners. 

Would  Wyatt,  who  owns  nearly  3 
million  shares,  be  willing  to  split  the 
company?  Quite  possibly.  There  isn't 


a  sentimental  bone  in  his  body.  A 
man  who  would  happily  deal  with 
Saddam  Hussein  would  do  almost 
anything.  HS 


Operators 


"y*^-^  twice  as  efficient  now  that  our  clients'  complete 


account  profiles  are 


standing 
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Day  care  for  aged  parents  is  as  much  of  a  problem  for  some  families 

as  day  care  for  children.  These  outfits  combine  the  two  in  a  symbiotic  way. 

Granny  care 
and  kiddie  care 


By  Lisa  Gubernick 

Surrounded  by  25  participants  at  a 
day  care  center  in  Oxnard,  Calif.,  a 
red-haired  group  leader  points  to  a 
grinning  4-year-old.  "What's  your 
name?"  she  asks.  "My  name's 
Gavin."  "Hi,  Gavin,"  the  group 
shouts  back. 

The  leader  points  to  little  Gavin's 
grizzled  seatmate.  "What's  your 
name?"  "I'm  not  sure,"  says  the 
white-haired  octogenarian.  "I  think 
it's  Frances,"  Gavin  whispers.  "Hi, 
Frances,"  the  group  carols  back. 

And  so  it  goes  for  the  next  half 
hour:  songs,  a  spirited  game  of  bal- 
loon volleyball,  a  few  nursery 
rhymes.  About  120  of  the  Children's 
Wonderland  center's  clients  are 
under  6.  Fifteen  others  are  some 
seven  decades  older  and  suffering 
from  various  degrees  of  frailty  or 
dementia. 

This  program  deals  with  a  fairly 
new  problem  facing  many  American 
families:  elder-sitting.  Working  cou- 
ples are  often  reluctant  to  leave  a 
parent  alone  at  home,  and  some  har- 
ried spouses  are  desperately  in  need 
of  a  break  from  caring  for  an  elderly 
husband  or  wife. 

The  Oxnard  program  tries  to  com- 
bine elder  care  and  child  care  in  a 
symbiotic  way.  There  seems  to  be  a 
natural  affinity  between  the  very 
young  and  the  very  old,  and  pro- 
grams like  this  one  seek  to  exploit 
that  affinity  for  the  benefit  of  both 
groups.  There  are  now  more  than 
200  such  programs — mostly  modest 
in  scope  but  all  promising. 

At  the  Learning  Tree  in  St.  Louis, 
112  children  and  8  older  adults 
spend  portions  of  most  days  in  sepa- 
rate programs,  but  get  together  for 
field  trips,  such  as  visiting  a  pumpkin 
patch  or  picking  apples. 


"Child  care  sites  are  looking  at 
these  programs  because  their  chil- 
dren don't  have  grandparents  close 
by;  elder  care  facilities  are  looking  at 
them  so  their  members  won't  be  so 


Young  and  old  at  Children's  Wonderland 
There's  a  natural  affinity  between 
the  two  groups:  It  takes  the  same  sort 
of  patience  and  playfulness  to  handle 
an  84-year-old  as  a  3-year-old. 
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segregated,"  says  Judith  Kline  Leav- 
itt,  director  of  Washington,  D.C.- 
based  Generations  United. 

Facilities  generally  segregate  the 
elders  and  the  youngsters  most  of  the 
time,  but  have  combined  sessions 
two  or  three  times  a  day.  Putting  the 
two  age  groups  together  doesn't 
require  much  in  the  way  of  new  facil- 
ities or  special  staffing.  It  takes  the 
same  sort  of  patience  and  playfulness 
to  handle  an  84-year-old  as  it  does  a 
3-year-old. 

The  for-profit  day  care  business  is 


starting  to  pay  attention.  "We  real- 
ized very  quickly  that  we  should  be 
much  more  profitable  if  we  provided 
elder  care,"  says  Debby  Bitticks,  chief 
executive  of  $5  million  (revenues) 
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Not  only  do  the  kids  learn 
something  about  aging, 
it  makes  the  older  folks 
feel  like  they  still  have 
something  to  give. 


Children's  Wonderland,  a  Nasdaq- 
traded  company  that  has  converted  2 
of  its  13  centers  in  California  and 
Colorado  to  mixed-age  programs. 

At  Wonderland's  Oxnard  facility, 
the  old  folks  pay  up  to  $693  per 
month,  nearly  50%  more  than  the  fee 
for  the  preschoolers.  The  fee  for  both 
groups  includes  nine  hours  of  crafts 
and  games  and  a  hot  lunch,  five  days 
a  week.  Why  the  price  discrepancy? 
Child  care  facilities  are  a  dime  a 
dozen  in  Oxnard,  but  Children's 
Wonderland  is  the  only  place  offering 
drop-off  day  care  for  older  people. 

Wonderland's  mixed -generation 
centers  have  fervent  admirers.  "If  it 
weren't  for  the  kids,  I  wouldn't  be 
able  to  get  her  to  come,"  says  Ernest 
Hathwell,  who's  been  bringing  his 
wife  of  57  years,  Matilde,  79,  to  the 


Oxnard  center  for  the  last  month. 

At  the  Mark  Taper  Intergenera- 
tional  Center  in  Van  Nuys,  Calif, 
82-year-old  Ruth  Gomez  is  playing 
catch  with  2-year-old  Christopher 
Brain.  He  drops  the  ball.  "Put  your 
hands  together,  darling,"  she  says, 
throwing  it  again.  He  cups  his  fingers 
together,  and  the  ball  lands  firmly  in 
his  hands.  "I  did  it,"  he  shouts,  "I 
did  it." 

After  spending  time  with  young 
people  each  day,  oldsters  sleep  better 
at  night  and  are  more  sociable  with 
their  peers,  concluded  a  recent  Uni- 
versity of  Pittsburgh  study. 

The  benefit  seems  to  be  mutual. 
Says  Merle  Griff,  director  of  inter- 
generational  programs  at  the  McKin- 
ley  Intergenerational  Center  in 
Canton,  Ohio,  which  has  120  kids 
and  256  adults,  "Children  learn 
about  aging;  they  become  con- 
cerned, gentle." 

"The  grandmas  and  grandpas  help 
teach  me  stuff,"  says  5 -year-old 
Indigo  Brown  at  the  Oxnard  center. 
Speaking  for  the  older  folk,  Merle 
Griff  says:  "It  makes  them  feel  they 
still  have  something  to  give."  H 
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I  call  my 


bank  just  to 


ask  a  few  questions,  and  I  get  answers  almost  before  I  can 


say  hello." 


'With  their  new 
telepathic  powers, 
bankers  will  join  the 
ranks  of  aliens, 


psychic  friends  and 

mother." 


Want  to  know  everything  you  need  to 
know  about  your  customers?  Well,  good  news: 
you  don't  need  a  crystal  ball.  A  call  center, 
like  the  one  we  helped  Florida-based  Barnett 
Bank  implement,  will  work  just  as  well. 

With  IBM  s  Visual  Banker™  your  customer 
relationships  become  easier  to  manage.  A 
single  interface  searches  all  of  the  bank s  diverse 
databases,  so  customer  service  representatives 
see  a  customers  whole  profile  at  once:  savings 
accounts,  checking  accounts,  mortgages  — 


everything.  Now,  more  time  is  spent  evaluating 
a  customer's  needs  and  suggesting  additional 
products  and  services.  And  less  time  is  spent 
thumbing  through  files  and  transferring  calls, 
hi  fact,  Visual  Banker  has  made  representatives 
at  Barnett  Bank  twice  as  efficient. 

If  you  would  like  to  see  results  like  these 
in  your  future,  visit  www,  ibm.  com  /solution  s  or 
call  1800IBM-2468,  ext.JA067. 


Solutions  for  a  small  planet " 


portrait  on  my  office  wall 


RUTLEDGE 


John  Rutledge  is  an 
economist  and  chair- 
man of  Rutledge  &  Co., 
a  merchant  bank  in 
Greenwich,  Conn. 
rutledgeco@aol.com 


I  WRITE  A  LOT  of  these  columns  about  man- 
aging capital:  why  it  is  important,  how  to  do 
it  and  how  to  turn  your  capital,  into  market 
value.  The  examples  I  usually  write  about 
deal  with  tangible  capital,  like  factories, 
machines  and  inventories  of  raw  and  finished 
goods.  Then  every  once  in  a  while  something 
happens  to  remind  me  that  intangible  capital 
can  be  even  more  important  to  a  business 
than  its  physical  assets.  The  most  valuable 
intangible  asset  of  every  business  by  far  is 
its  reputation. 

Last  month  my  partner,  Jerry  St.  Dennis, 
and  I  flew  to  Chicago  for  what  we  thought 
would  be  two  days  of  cleanup  work  to  close 
an  acquisition  for  our  private  equity  fund. 

It  turned  out  to  be  more  complicated  than 
we  had  thought.  We  worked  14  days  and  had 
tense  moments  when  we  were  not  certain  the 
transaction  would  happen.  We  negotiated 
long  and  hard  on  dozens  of  points. 

Despite  all  the  haggling,  we  ended  on  a 
friendly  note.  All  of  us — buyer,  seller,  lender — 
shook  hands  and  clinked  champagne  glasses. 
As  v/e  were  leaving,  the  seller  said  he  would 
like  to  discuss  teaming  up  with  us  in  a  joint 
venture.  I  beamed. 

Some  buyers  wouldn't  have  liked  this.  They 
think  if  the  seller  doesn't  hate  them  at  the  end 
of  a  deal,  they  haven't  squeezed  out  every  last 
drop  of  money.  I  disagree.  We  believe  that 
when  someone  wants  to  do  repeat  business 
with  us  it  is  the  highest  form  of  praise.  Allow- 
ing your  opponent  in  a  transaction  to  walk 
away  with  his  dignity,  his  humor  and  his  hear- 
ing intact,  and  with  a  pretty  good  deal  in  his 
pocket,  is  the  right  way  to  do  business. 

My  partner  and  I  learned  this  from  our 
first  business  partner,  V.P.  Baker,  or  "Bake," 
as  he  preferred  to  be  called,  more  than  20 
years  ago.  We  met  when  Bake  was  already 
89,  with  a  career  behind  him  that  included 
being  a  WWI  fighter  pilot,  a  wildcat  oilman, 
a  borax  prospector,  a  mule  dentist,  an 
orange  rancher  and  a  real  estate  developer. 
He  was  a  wonderfully  principled  man.  We 
keep  a  portrait  of  him  in  our  conference 
room  to  remind  us  how  to  behave.  Here  are 
a  few  principles  we  learned  from  Bake.  They 
may  help  you. 

1.  Do  the  right  thing.  Right  and  wrong 
are  powerful  concepts.  A  handshake  with  a 
person  who  tries  to  do  the  right  thing  is 
more  comforting  than  a  ton  of  legal  docu- 


ments signed  by  a  bad  guy. 

2.  Don't  hide  the  ball.  When  you  lose  a  big 
account  or  when  you  discover  an  error  in  your 
financials,  don't  hide  it  from  your  banker  or 
your  employees,  tell  them.  That  way  they  can 
share  the  burden  of  fixing  the  problem.  At 
first  they  will  be  surprised — people  are  used  to 
hearing  lies — but  over  time  they  will  learn  to 
trust  your  word.  As  Bake  said,  if  you  have  to 
make  money  by  tricking  people,  you  are  not 
much  of  a  businessman. 

3.  You  don't  need  to  shout  and  swear.  If 
others  do  so,  end  the  meeting.  You  don't  have 
to  do  business  with  everybody. 

4.  Leave  something  on  the  table.  The  best 
business  deal  isn't  the  one  that  maximizes 
your  advantage  or  your  profits.  It  is  the  one  in 
which  you  maximize  the  chance  that  the  next 
time  you  run  into  the  person  you  will  be  glad 
to  see  each  other. 

5.  Make  everyone  your  customer.  If,  as 
Peter  Drucker  writes,  the  purpose  of  a  busi- 
ness is  to  create  a  customer — someone  who 
chooses  to  do  business  with  you  over  and  over 
— then  it  is  important  for  your  customer  to 
enjoy  the  experience.  Treat  your  customers  in 
a  way  that  will  make  them  want  to  come  back. 

Allowing  your  opponent  in  a  trans- 
action to  walk  away  with  his  dignity, 
his  humor  and  his  hearing  intact, 
and  a  pretty  good  deal  in  his  pocket, 
is  the  right  way  to  do  business. 


6.  Stick  to  your  principles.  Hire  people  who 
want  to  live  by  them,  teach  them  thoroughly 
and  insist  on  total  commitment.  There's  no 
room  for  diversity  of  principles. 

7.  Make  your  principles  tangible.  I  am  no 
fan  of  executive  retreats  and  the  like,  but  they 
can  make  it  easier  to  teach  business  principles. 
We  make  do  with  that  portrait  of  Bake  in  our 
conference  room  to  remind  us  that  he  is  still 
watching. "What  would  Bake  do?"  is  our  stan- 
dard way  of  approaching  a  problem. 

8.  Principles  are  not  for  sale.  Be  prepared  to 
walk  away  from  a  deal,  any  deal,  rather  than 
violate  your  principles  to  win  it. 

The  twist,  of  course,  is  that  businesses  orga- 
nized around  principles  are  often  more  suc- 
cessful and  make  more  money  than  those 
organized  around  the  idea  that  greed  is  good. 
Nice  guys  often  finish  first.  H 
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Find  out  why  these  fine  organizations  are  proud  to  call  Connecticut  home. 
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nnecticut 


THE  BUSINESS  OF  POSITIVE  CHANGE  IN  THE  STATE  THAT  THINKS  LIKE  A  BUSINESS 


Governor  John  G.  Rowland 

If  signs  on  the  Connecticut  border 
advise  you  to  fasten  your  seat  belt, 
they  may  be  talking  about  the  eco- 
nomic fast  track.  The  past  year  has  been 
one  of  change:  rapid,  dramatic  and 
meaningful.  Led  by  Governor  John 
Rowland,  State  government  and  the  busi- 
ness community  have  spearheaded  one 
of  the  most  ambitious  and  far-reaching 
economic  growth  programs  in  the 
Northeast. 

You  saw  change  in  the  State  budget, 
with  the  smallest  growth  rate  in 
Connecticut  history.  For  the  past  fiscal 
year,  Connecticut  has  in  fact  been  oper- 
ating with  a  surplus  of  $250  million. 
The  State  is  also  on  track  to  reduce  the 
corporate  income  tax  to  7.5%  by  the 
year  2000,  putting  Connecticut  lower 
than  half  the  states  in  the  nation. 

You  saw  change  in  workers'  compen- 
sation, with  significant  payment  reduc- 
tions for  companies  that  pay  going 
wages  and  maintain  a  safe  workplace. 

You  saw  change  in  the  welfare  sys- 
tem, which  went  from  one  of  the  nation's 
easiest  to  one  of  the  toughest.  "Welfare 
reform  is  working,"  Rowland  points  out. 
"Thousands  of  people  on  welfare  are 
moving  into  the  workforce.  Our  Jobs  First 
Initiative  matches  people  on  welfare  who 
want  to  work  with  employers  who  want 
to  hire  them.  In  the  program's  first  few 
months  alone,  we  identified  more  than 
3,500  jobs."  The  Federal  government 


CONNECTICUT'S  INDUSTRY  CLUSTERS 


In  Connecticut,  State  policies  are 
driven  by  the  needs  of  its  key 
economic-base  industries.  They're 
represented  in  these  cluster  groups: 

TELECOMMUNICATIONS 
AND  INFORMATION 

FINANCIAL  SERVICES 

HEALTH  SERVICES 

HIGH  TECHNOLOGY 

MANUFACTURING 

TOURISM  AND 
ENTERTAINMENT 


Key  to  the  State  and  Department 
of  Economic  and  Community 
Development's  strategy  is  to  support 
these  key  businesses  with  a  synergy 
of  public,  private  and  academic 
initiatives.  For  example,  recent 
legislation  has  created  tax 
credits/abatements  tailored  to  the 
biotech  industry.  Other  new 
legislation  affecting  income  appor- 
tionment has  made  Connecticut  more 
favorable  for  regulated  investment 
companies. 


has  now  emulated  Connecticut's 
innovative  approach  to  welfare 
reform.  Efforts  like  these  are  char- 
acteristic of  the  kind  of  creative 
partnership  the  State  has  forged 
with  the  private  sector  on  many 
fronts. 

Connecticut  has  formed  a 
new  Department  of  Economic 
and  Community  Development  to 
strengthen  its  communities  and  its 
workforce  while  fostering  a  favor- 
able business  climate. 


UConn  Health  Center,  a  growing  resource  for 
biotech  development  and  transfer  to  industry 


NEW  LEGISLATIVE  CHANGES  TO 
SUPPORT  BUSINESS 

In  the  past  year,  Connecticut  created 
new  corporate  income  tax  breaks  for  the 
mutual  fund  and  security  brokerage 
industries,  giving  them  a  keener  competi- 
tive edge. 

The  State  introduced  laws  that  bene- 
fit high-tech  and  biotech  companies  — 
part  of  the  reason  the  Biotechnology 
Industry  Organization  (BIO)  named 
Governor  Rowland  Outstanding 
Governor  of  the  Year.  Legislation  creat- 
ed new  financing  for  the  buildings  and 
equipment  of  pharmaceutical,  biotech 
and  photonics  companies,  offered 
through  the  State's  high-technology 
venture-capital  agency,  Connecticut 


Innovations,  Inc.  The  legislature  extendec 
enterprise-zone  benefits  to  biotech  firms 
in  zone  cities  with  research  universities.  I 
gave  biotech  companies  the  same 
equipment  tax  exemptions  enjoyed  by 
manufacturers.  And  it  created  a  $2  mil- 
lion revolving  loan  fund  for  technology- 
based  businesses. 

These  initiatives  complement  a  gener- 
ous corporate  tax  credit  portfolio,  which, 
includes  credits  for  apprenticeships  in  the 
machine  tool/metals  trade,  pollution- 
control  equipment,  employee  training, 
machinery/ equipment  expenditures, 
manufacturing  facilities  and  research  am 
development. 

All  these  changes  are  geared  towarc 
making  Connecticut  one  of  the  most 
employer-friendly  states  in  the  U.S. 
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STRATEGIC  ADVANTAGES 

Of  course,  Connecticut's  natural 
dvantages  as  a  business  base  remain 
s  compelling  as  ever: 

I  A  strategic  location,  putting  your  corn- 
any  within  a  500-mile  radius  of  34%  of 

II  U.S.  manufacturing  businesses  and 
0%  of  Canada's. 
I  A  high  concentration  of  business 
jsources,  with  technology  centers,  lead- 
ig  universities,  financial  and  industria 
iants  and  a  vast  network  of  service  com- 
anies  —  all  within  a  two-hour  drive. 

I  One  of  the  world's  most  skilled  work- 
xces  —  first  in  the  Northeast  and  third 
i  the  nation  for  productivity,  according 
>  World  Trade  magazine.  The  best  are 
ill  available  at  highly  competitive 
'ages.  No  state  has  a  higher  educa- 
Dnal  attainment  than  Connecticut,  which 
jnks  fourth  for  the  percentage  of  the 
orkforce  in  high-tech  jobs  and  second 
I  patents  per  capita. 


Fiber  optic  development  at  United 
Technologies  Corporation,  Hartford 

■  An  internationally  oriented  business 
community,  supported  by  an  aggressive 
State  program  for  export  assistance. 
Connecticut's  largest  trading  partner  is 
Canada,  with  $1 .71  billion  in  exports.  It 
also  sends  more  than  $1 .73  billion  in 
annual  exports  to  Europe,  $1 .6  billion  to 
Asia  and  three-quarters  of  a  billion 
dollars  to  Latin  America. 


■  Far-reaching  State  financing  pro- 
grams, including  facilities  debt  financing, 
flexible  venture  capital  programs  and 
"gap"  financing  through  the 
Manufacturer's  Assistance  Act,  a  low- 
interest  loan  program  for  capital  expen- 
ditures, machinery,  land,  building,  facility 
relocation  and  training. 

■  An  infrastructure  modernized  for 
growth,  from  the  newly  upgraded  high- 
way system  to  the  latest  high-speed,  fiber- 
optic telecommunications  network  from 
Southern  New  England  Telephone. 
Connecticut  is  also  building  a  high-speed 
rail  link  that  will  cut  the  trip  from  Boston  to 
New  York  down  to  just  three  hours. 

■  Connecticut's  renowned  quality  of  life. 
It  remains  one  of  the  finest  in  the  world. 
From  its  thriving  cultural  activities,  its  first- 
class  education  and  health  care  systems 
to  its  beautiful  parks  and  shoreline, 
Connecticut  offers  both  employer  and 
employee  a  great  place  to  call  home. 


DAVID  FREEMAN 

lhairman,  President  and 
Chief  Executive  Officer 

LOCTITE 
CORPORATION 


Ioctite  Corporation  manufactures  and  markets  a 
broad  range  of  high-technology  sealants, 
adhesives  and  coatings.  Industrial,  consumer 
and  automotive  aftermarket  products  are  marketed 
in  nearly  every  country  around  the  world. 
Aggressive  investment  in  new  product  development 
and  successful  geographic  expansion  have  helped 
Loctite  achieve  rapid  growth  in  sales  and  net  earn- 
ings over  the  past  decade. 

Loctite  began  in  Hartford  in  1953,  and  its 
world  headquarters  are  there  today.  In  1 994,  the 
company  opened  on  administrative  and  R&D  facili- 
ty in  Rocky  Hill.  "With  its  highly  skilled,  well-edu- 
cated workforce,  Connecticut  is  the  ideal  location 
for  a  high-tech  business  like  Loctite  Corporation," 
;ays  Loctite's  Chairman,  President  and  Chief 
Executive  Officer,  David  Freeman. 

Loctite  stock  is  traded  on  the  New  York  Stock 
Exchange  under  the  symbol  LOC. 


DAN  MIGLIO 

Chairman  and 
Chief  Executive  Officer 

SNET 


BERNARD  M.  FOX 


o  one  offers  SNET's  breadth  of  advanced 
technological  capabilities  combined  with  its 
depth  of  commitment  to  its  customers. 
SNET  helps  businesses  thrive  in  a  competitive 
marketplace  with  customized  and  cost-effective 
packages  of  voice,  data  and  video;  wireless  com- 
munications; network  and  information  manage- 
ment; publishing  and  advertising  services.  Our 
statewide  Internet  access  is  just  a  local  phone  call 
away,  and  soon  we'll  offer  cable  TV. 

With  SNET  All  Distance®,  you  can  call  around 
the  state,  country  or  world.  Through  our  new  one- 
second  billing  option,  you  pay  only  for  the  time 
you  talk. 

SNET  has  1.5  million  customers,  nearly  $2  bil- 
lion in  revenues  and  more  than  100  years  of  dedi- 
cated service  to  Connecticut.  We're  uniquely  posi- 
tioned to  help  our  customers  understand  and  apply 
emerging  technologies  to  improve  their  businesses 
and  their  personal  lives. 


President  and 
Chief  Executive  Officer 

NORTHEAST 
UTILITIES  SYSTEM 


he  Connecticut  Light  and  Power  Company 
(CL&P)  —  an  operating  company  of  the 
Northeast  Utilities  System  —  is  committed 
to  providing  unrivaled  customer  service  and  reli- 
able power  to  more  than  1.1  million  customers  in 
the  State. 

We  offer  a  comprehensive  portfolio  of  energy- 
related  products  and  services,  tailored  to  your 
unique  needs  and  improving  your  bottom  line. 
What's  more,  CL&P  is  a  key  player  in  the 
Connecticut  economy,  working  with  business  and 
government  to  build  communities  and  help  create 
and  retain  jobs. 

To  find  out  how  CL&P  and  you  can  become 
"Partners  in  Progress™"  —  call  our  Economic  and 
Community  Development  Department  at  (860) 
665-5889.  We'll  help  you  access  the  vast  resources 
and  assets  of  the  $10.5  billion  NU  System  and 
show  you  why  o  move  to  Connecticut  is  smart 
business. 


Connecticut's  dynamic  changes  have 
all  contributed  to  making  this  highly  desir- 
able address  a  highly  competitive  one 
as  well  —  especially  when  you  look  at 
what  ha  s  happened  to  the  cost  of  doing 
business. 

You  can  see  it  everywhere,  as  we 
visit  the  five  geographic  regions  that 
make  Connecticut  as  diverse  as  it  is 
unique. 


NORTH  CENTRAL  CONNECTICUT: 

FROM  HIGH  FINANCE  TO 
HIGH-TECH  MEDICINjr' 


 V 


As  you  arrive  in  the  Capitol  Region, 
you  see  evidence  of  change  all  around, 
starting  at  Bradley  International  Airport. 
Bradley  is  a  catalyst  for  growth;  it  con- 
tributes approximately  $808  million  to 


State  Capitol,  Hartford 

the  region's  economy,  last  year  process- 
ing over  1  1 5,000  tons  of  domestic  and 
international  cargo  and  39,437  tons  of 
mail.  Bradley  has  spent  $1  billion  on 
improvements  in  the  past  decade. 

Federal  Express  is  expanding  its  air- 
craft apron  area,  and  UPS  plans  to  build 
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a  200,000-square-foot  regional  cargo 
sorting  facility.  Twelve  million  dollars  have 
been  earmarked  for  a  new  control  tower 
and  1 4, 500-square-foot  office  building. 

To  stimulate  the  economy,  the 
Connecticut  Capitol  Region  Growth 
Council  has  introduced  METROFUND,  c 
$3  million  State  business-assistance  pro-.! 
gram.  With  $2  million  for  revolving 
loans  and  $1  million  for  site-readiness  - 
grants,  the  program  has  generated  near- 
ly $40  million  in  new  capital  investment 
and  approximately  750  new  jobs. 

As  the  "Insurance  Capital  of  the 
World,"  Hartford  continues  to  look  for 
innovative  ways  to  support  this  vital 
industry  A  new  financial  service  zone  iri 
Hartford  has  been  established  that 
exempts  financial  companies  conducting 
business  abroad  from  state  sales  and 
corporate  taxes.  Governor  Rowland  has 
also  announced  an  insurance  coordina- 
tor to  work  with  legislators  and  regulator 


GEORGE  DAVID 

President  and 
Chief  Executive  Officer 

UNITED 
TECHNOLOGIES 
CORPORATION 


Connecticut  and  United  Technologies  are  tight- 
ly bound.  We  were  born,  grew  and  pros- 
pered here. 
Today,  we  are  a  global  enterprise  with  more 
than  half  of  our  sales  overseas  and  doing  business 
in  all  but  six  nations  of  the  world.  But  we're  still 
headquartered  here,  manufacturing  our  Pratt  & 
Whitney  jet  engines,  Sikorsky  helicopters  and 
Hamilton  aerospace  systems  here. 

Connecticut  has  a  remarkable  workforce.  We 
know,  as  the  State's  largest  private  employer.  As 
employees,  we're  thrilled  to  live  and  work  here. 
And  as  employer  and  employees  alike,  we  like  our 
State's  institutions  and  traditions. 

As  global  as  we  are,  we're  Connecticut  born 
and  based,  all  the  way  and  proud  of  it. 


JOHN  F.  CROWEAK 

Chairman  and 
Chief  Executive  Officer 

BLUE  CROSS  & 
BLUE  SHIELD  OF 
CONNECTICUT 


everal  years  ago,  Blue  Cross  &  Blue  Shield  of 
Connecticut  embarked  on  a  rigorous  plan  to 
move  from  being  a  traditional  health  insur- 
ance company  to  being  the  State's  leading  man- 
aged care  company. 

This  transition  has  dramatically  changed  the 
way  we  do  business.  From  developing  programs  to 
promote  breast  and  cervical  cancer  prevention  to 
programs  for  parents  on  caring  for  children,  we 
provide  our  members  with  valuable  health  educa- 
tion tools  and  encourage  them  to  use  this  informa- 
tion to  improve  and  maintain  their  own  health  and 
quality  of  life. 

For  us,  this  is  what  "our  plan  is  to  keep  you 
healthy'""  is  all  about. 


JAMES  C.  SMITH 

Chairman  and 
Chief  Executive  Officer 

WEBSTER  BANK 


Rusinesses  large  and  small  fuel  Connecticut's 
economy,  creating  jobs  and  opportunity  for 
people  throughout  the  State.  Webster  helps 
businesses  grow  by  providing  credit  and  other 
banking  services  from  its  statewide  locations. 

As  Connecticut's  fastest  growing  business  bank, 
Webster  employs  seasoned  relationship  managers 
who  are  committed  to  understanding  your  banking 
needs,  from  cash  management  to  international  ser- 
vices to  sophisticated  financing  packages.  Because 
we  are  Connecticut-based,  our  responsiveness 
enables  you  to  take  advantage  of  timely  opportum 
ties.  Webster  adds  value  by  anticipating  and  meet- 
ing your  changing  needs  in  today's  fast-paced 
economy. 

We  are  optimistic  about  Connecticut's  future 
and  invite  you  to  become  part  of  it. 


sustain  a  positive  environment  for  the 
surance  industry. 

The  region  has  become  a  magnet  for 
edical  expertise.  This  year  St.  Francis 
ospital  and  Medical  Center  opened  its 
jw  ten-story  patient-care  tower,  and  the 
jw  Connecticut  Children's  Medical 
enter  united  the  pediatric  talents  of 
artford  Hospital,  the  University  of 
onnecticut  Health  Center  and 
iewington  Children's  Hospital. 
Manchester  Memorial  Hospital  and 
xrkville  General  Hospital  recently 
erged  to  form  the  Eastern  Connecticut 
salth  Care  Network. 

Hartford  proudly  unveiled  the  $1  2  mil- 
>n  restoration  of  the  Old  State  House, 
here  nearly  600,000  visitors  a  year 
:plore  Connecticut  history.  The  Hartford 
'mphony  inaugurated  the  Talcott 
ountain  Music  Festival.  And  the  arts  flour- 
i  at  the  Hartford  Stage  Company,  the 
jshnell  Memorial  and  other  cultural  gems. 


EASTERN  CONNECTICUT: 

HIGH-IMPACT  TECHNOLOGY 
TRANSFER  AND  HIGH-SPEED;  SHIPS 


You've  probably  heard  about  the 
University  of  Connecticut's  top-ranked 
men's  and  women's  basketball  teams. 
But  the  action  is  just  as  heated  in  the 
business  arena,  especially  for  companies 
that  want  to  take  advantage  of  research 
partnerships  with  university  resources. 
UConn  supports  major  technology  pro- 
grams in  photonics,  precision  manufac- 
turing, environmental  science,  biotech- 
nology, pharmaceuticals  and  polymers. 
Its  Avery  Point  marine  research  center 
has  become  a  world  center  for  marine- 
related  industry. 

UConn  has  also  been  granted  a  $  1 
billion  infrastructure  improvement  alloca- 


Foxwoods  Resort  Casino,  the  highest- 
volume  casino  in  the  Western  World 


tion,  UCONN  2000,  to  prepare  for  the 
next  century. 

You  can  see  the  State's  commitment  to 
the  region  at  Windham  Mills,  a  State- 
sponsored  renovation  of  an  historic  river- 
side factory  complex.  This  new 
Technology  Enterprise  Center  features 


THEODORE  E. 
MARTIN 

President  and 
Chief  Executive  Officer 

BARNES 
GROUP  INC. 


Throughout  Barnes  Group's  three  businesses  is 
a  strong  drive  to  accelerate  the  momentum 
that  led  to  the  best  year  in  the  company's 
139-year  history  in  1995.  We  are  investing  in  ways 
to  continuously  improve  the  quality  of  our  process- 
es, our  products,  our  services  and,  most  of  all,  our 
people. 

It's  no  accident  that  our  Associated  Spring  busi- 
ness has  reached  new  highs  in  sales  and  profits  in 
each  of  the  last  three  years  and  that  our  Bowman 
Distribution  and  Barnes  Aerospace  groups  are 
responding  to  customer  needs  as  never  before. 
With  our  stock  price  propelled  to  new  levels,  we 
expect  another  record  year  in  1 996. 

If  this  kind  of  performance  is  an  accurate  mea- 
sure of  our  capabilities,  then  our  stockholders, 
employees,  customers  and  suppliers  have  every 
reason  to  be  encouraged  about  our  future. 


BRANKO  TERZIC 

Chairman,  President  and 
Chief  Executive  Officer 

YANKEE  ENERGY 
SYSTEM,  INC. 


edicated  to  providing  innovative  and  imagi- 
native answers  to  the  needs  of  energy 
users,  Yankee  Energy  System,  Inc. 
(NYSE:YES)  is  an  energy  services  holding  company 
headquartered  in  Connecticut.  It  provides  compre- 
hensive energy  management  services  throughout 
the  Northeast. 

Yankee  Gas  Services,  its  principal  subsidiary,  is 
Connecticut's  largest  natural  gas  distribution  com- 
pany —  serving  1 78,000  customers  in  69  commu- 
nities. 

Throughout  its  various  subsidiaries,  YES  offers 
energy  consulting  services  to  industrial  and  com- 
mercial energy  users,  on-site  electricity  generation 
and  HVAC  temperature  control  systems. 

Yankee  Energy's  extensive  experience  helps 
businesses  in  all  phases  of  energy  management  — 
from  planning  and  designing  to  financing  and 
building,  as  well  as  maintaining  and  operating  your 
heating,  cooling  and  processing  equipment. 

The  Yankee  Energy  System  companies  are  ded- 
icated to  becoming  "Your  Energy  Solution." 


ROBERT  W. 
FI0NDELLA 

Chairman,  President  and 
Chief  Executive  Officer 

PHOENIX 


hoenix  Home  Life  Mutual  Insurance  Company 
is  proud  of  its  145-year  history  with 
Connecticut. 

As  the  nation's  14th-largest  mutual  life  insurer 
and  one  of  its  largest  money  managers,  we  offer  a 
diverse  portfolio  of  insurance  and  investment 
products. 

Our  commitment  to  the  Connecticut  community 
remains  strong.  Recently,  we  launched  two  new 
companies  in  Hartford:  Phoenix  Charter  Oak  Trust 
and  Phoenix  Duff  &  Phelps,  o  publicly  traded  com- 
pany that  manages  over  $35  billion  in  assets.  In 
addition,  we  will  bring  the  Vice  Presidential  Debate 
and  The  Phoenix  ATP  Tour  World  Doubles 
Championship  to  Hartford  this  fall. 

Phoenix,  the  company  dedicated  to  helping 
individuals  and  businesses  achieve  fiscal  fitness 
throughout  their  lifetimes,  believes  in  Connecticut 
and  its  promising  future. 


Mystic  Seaport 


technical,  research  and  manufacturing 
facilities  designed  for  business  expan- 
sions, out-of-state  relocations  and  start-up 
enterprises.  It  is  also  the  site  of 
Connecticut's  first  Heritage  State  Park. 

The  SmartParks  project  exemplifies 
Eastern  Connecticut  innovation:  The 
towns  of  Putnam  and  Killingly  have 
launched  a  cooperative  venture  of  infra- 


structure improvements  and  technology 
support  services  linking  five  public  and 
private  industrial  parks. 

The  East  also  attracts  companies  such 
as  Symbol  Mattress,  a  subsidiary  of 
Eastern  Sleep  Products  and  one  of 
America's  largest  privately  held  bedding 
manufacturers,  which  opened  a 
60,000-square-foot  plant  in  Killingly. 

Pfizer,  one  of  the  world's  leading 
health  care  companies,  has  located  its 
largest  research  facility  in  Groton. 

And  look  East  to  see  creative  enter- 
prises between  the  State  and  the  private 
sector.  For  example,  The  Mashantucket 
Pequot  Tribal  Nation  has  found  a  unique 
way  to  capitalize  on  Foxwoods  Resort 
Casino,  the  most  financially  successful 
casino  in  the  world.  They've  invested  in 
Eastern  Connecticut's  traditional  ship- 
building expertise:  In  April  they  created 
the  Pequot  River  Shipworks  to  build  high- 
speed trimaran  ferries  in  New  London. 


■■■■■■■■■■■■■■■iiyw 

Through  an  aggressive  defense  diversifi 
cation  program,  the  State  is  paying  to 
train  submarine  welders  from  Electric 
Boat,  adapting  their  skills  for  new  jobs 
aluminum  welding. 

Tourism  continues  to  be  a  burgeonin 
industry  here,  not  only  at  Foxwoods  an< 
the  just-opened  Mohegan  Sun  Casino, 
but  at  traditional  favorites  such  as  Mysti 
Seaport  and  Mystic  Marine  Life 
Aquarium. 

SOUTH  CENTRAL  CONNECTICUT: 

UNIVERSITY  RESEARCH  MEETS 

BUSINESS  KNOW-HO\V 

f  _  ,   /  — "-^ 

The  South  Central  region  has  become 
an  internationally  important  biotech  corri- 
dor, where  the  chemistry  between  univerj 
ty  brain  trusts  and  the  private  sector  also 


VAN  B.  HONEYCUTT 

President  and 
Chief  Executive  Officer 

COMPUTER  SCIENCES 
CORPORATION 


SC  in  Connecticut  is  a  classic  case  of 
serendipity:  We  weren't  looking  for  a 
business  haven,  but  the  pro-business  policies 
of  Governor  Rowland's  administration  have  created 
a  climate  for  growth  exceeding  our  expectations. 

Witness:  Late  in  '91,  Computer  Sciences 
Corporation  (CSC),  a  global  provider  of  information 
technology  services,  acquired  a  data  center  in 
Norwich  to  service  our  first  major  Connecticut 
client.  The  five  years  since  have  seen  our  business 
in  Connecticut  nearly  triple.  In  providing  our 
services  -  management  consulting;  Business 
Reengineering®;  and  information  systems 
consulting,  integration  and  outsourcing  -  CSC 
seeks  a  high  level  of  customer  satisfaction.  So 
does  the  State  of  Connecticut  -  and  that's  the 
way  it  should  be. 


VICTOR  H. 
FRAUENHOFER 

Chairman,  President  and 
Chief  Executive  Officer 

CONNECTICUT 
NATURAL  GAS 
CORPORATION 


onnecticut  Natural  Gas  Corporation 
(NYSE:CTG)  is  the  largest  distributor  of  natur- 
al gas  in  the  State,  providing  current  and 
future  businesses  with  plentiful  supplies  and  the 
capacity  to  grow  and  prosper. 

Our  increased  investment  in  the  Iroquois 
Pipeline  brings  a  third  major  cost-effective  source 
of  gas  supply  into  the  region's  economy.  The  intro- 
duction of  Firm  Transportation  Rates  provides  for  a 
more  competitive  marketplace  which  will  result  in 
lower  rates  for  customers,  both  old  and  new. 

CNG  is  firmly  dedicated  to  enhancing  the  out- 
standing quality  of  life  in  the  State,  including  sup- 
port for  the  new  Connecticut  Children's  Medical 
Center,  the  rebuilding  of  key  Hartford  neighbor- 
hoods through  a  collaborative  venture  initiated  by 
Trinity  College  and  providing  financial  resources  to 
the  abundant  art  and  cultural  resources  in  the 
Capito!  region. 


DONALD  R.  FRAHM 

Chairman,  President  and 
Chief  Executive  Officer 

ITT  HARTFORD 
GROUP,  INC. 


TT  Hartford's  Connecticut  roots  are  strong  and 
deep.  Born  here  1 86  years  ago,  we  became  ai 
integral  part  of  the  "Insurance  City"  and  grew 
into  one  of  the  State's  most  significant  employers. 

An  industry  leader  in  creatively  distributing 
products  to  customers,  The  Hartford  is  a  major 
force  in  the  insurance  and  financial  services  indusi 
try,  with  a  rapidly  growing  presence  international! 

Now  one  of  the  nation's  1 00  largest  compa 
nies,  today's  The  Hartford  is  alive  with  fresh  ideas 
on  how  to  grow  businesses,  serve  customers  and 
reward  shareholders.  Like  our  home  state  of 
Connecticut,  we  are  rich  in  tradition  and  talented 
people  who  help  our  company  make  a  difference 
with  customers  around  the  world. 


A  U  V  E  K  I  I  9  INIi   SfC  TION 


cience  Park  at  Yale  University,  New 
laven 

Durishes.  Almost  all  of  Connecticut's  bio- 
ledical  facilities  are  located  in  this  region, 
eluding  Curagen  and  Neurogen,  two 
dustry  leaders.  More  than  1  2%  of  all 
harmaceutical  R&D  dollars  are  expended 

South  Central  Connecticut,  due  to  the 
lormous  research  complexes  of  Bayer 
nd  Bristol-Myers. 

Yale  University  has  increased  its  efforts 
i  encourage  technology  transfer  from 


academia  to  industry.  Its  new  Director  of 
Cooperative  Research  works  with  regional 
and  statewide  biotech  groups  to  foster  a 
favorable  business  climate. 

Yale  is  also  continuing  its  support  of 
Science  Park,  New  Haven's  high-tech 
incubator,  as  it  develops  even  closer 
links  to  Yale  Medical  School  and  the 
city's  hospitals. 

The  biotech  corridor  has  been  joined 
by  the  1-91  manufacturing  corridor  from 
New  Haven  to  North  Haven, 
Wallingford  and  Meriden.  Here,  too, 
you  see  legislative  innovation  inspiring 
economic  development.  Greenwald 
Industries  was  the  first  company  to  take 
advantage  of  Connecticut's  new  property- 
transfer  law,  providing  businesses  with 
the  protection  needed  to  put  environmen- 
tally contaminated  properties  into  pro- 
ductive use  once  again.  It's  a  prime 
example  of  the  solid  working  partnership 
between  business  and  the  Department  of 


Essex,  chosen  as  America's  Best  Small 
Town  in  1996 

Environmental  Protection. 

New  Haven  turned  its  landmark 
Livable  Cities  program  into  a  full  depart- 
ment of  city  government,  turning  around 
deteriorating  sites  by  galvanizing  neigh- 
borhood resources. 

The  region  is  a  transportation  hub, 
with  the  second-busiest  railroad  station  in 
New  England,  the  busiest  interstate  inter- 
section in  New  England  (1-95/1-91)  and 


;hael  j.  critelli 

Vice  Chairman  and 
Chief  Executive  Officer 

TNEY  BOWES  INC. 


eventy-five  years  ago,  Pitney  Bowes  began 
doing  business  in  Connecticut  when  it  devel- 
oped the  postage  meter  to  make  the  use  of 
mail  more  efficient  and  cost-effective.  Today,  mail 
is  an  essential  and  reliable  component  of  the  wide 
array  of  messaging  media  available. 

With  our  history  of  innovation  and  our  experi- 
ence in  meeting  the  needs  of  more  than  two  million 
:ustomers  worldwide,  Pitney  Bowes  is  uniquely 
aositioned  to  understand  and  recommend  the  mes- 
iaging  solutions  that  provide  the  best  value  for  all 
)f  our  customers.  It  is  this  capability  and  know-how 
hat  will  enable  Pitney  Bowes  to  grow  and  prosper 
is  it  enters  the  next  century. 


EILEEN  S.  KRAUS 

Chairman-Connecticut 
Fleet  National  Bank 

RICHARD  A. 
HIGGINBOTHAM 

President  &  CEO- 
Connecticut 
Fleet  National  Bank 


FLEET  FINANCIAL  GROUP 

he  success  of  Fleet  Bank  is  determined  by 
how  well  we  serve  the  communities  where  we 
do  business.  With  Fleet's  strong  presence  in 
Connecticut  —  over  175  branches,  assets  that 
exceed  $17  billion  and  more  than  5,000 
employees  —  our  commitment  to  its  success  is 
just  as  strong. 

We  dedicate  ourselves  to  providing  individuals, 
businesses  and  communities  with  an  ever- 
expanding  array  of  financial  solutions  to  help  them 
prosper  and  grow.  These  include  commercial  and 
consumer  banking,  mortgage  banking,  government 
banking,  asset-based  lending,  equipment  leasing, 
investment  management  and  student  loans. 

For  more  than  200  years,  we've  played  a  part 
in  Connecticut's  growth.  We  are  committed  to 
maintaining  this  vibrant,  productive  partnership. 


MICHAEL  D. 
LOCKHART 

Chairman  and 
Chief  Executive  Officer 


GENERAL  SIGNAL 
CORPORATION 


eneral  Signal  Corporation  is  a  leading  manu- 
facturer of  equipment  for  the  process,  elec- 
trical and  industrial  technology  industries. 
Our  products  make  businesses  more  competitive 
and  communities  safer  throughout  the  world.  While 
the  company  has  enjoyed  a  history  of  success, 
General  Signal  is  not  satisfied  with  being  a  good 
company;  we  are  working  with  our  customers  every 
day  to  be  a  great  company,  committed  to  satisfying 
our  three  main  constituencies:  customers, 
employees  and  shareholders. 

Nearly  900  people  are  employed  at  our  head- 
quarters and  four  General  Signal  businesses: 
Edwards  Systems  Technology  in  Cheshire;  General 
Signal  Electrical  Group  (GSEG)  in  Farmington;  Data 
Switch  in  Shelton,  part  of  the  General  Signal 
Networks  unit  and  the  GFI/Genfare  unit  that  pro- 
vides technology  to  automate  public  transit  in 
Connecticut's  largest  communities,  including 
Hartford. 


SPECIAL  ADVERTISING  SECTION 


Stamford's  Harbor  Park 


the  region's  ihird-busiest  harbor.  Planning 
is  now  under  way  to  provide  a  modern 
regional  jet  air  service  facility. 

You'ii  also  find  one  of  the  most 
sophisticated  and  comprehensive  arts, 
culiure  and  entertainment  networks  in  the 
Northeast.  It  includes  the  Shubert 
Theater,  Long  Wharf,  Yale  Repertory  and 
Yale  Drama  Theater.  The  cultural  scene 
has  been  further  strengthened  this  year 
by  the  first  International  Festival  of  Arts  & 
Ideas,  bringing  hundreds  of  performing 
and  visual  artists  to  New  Haven. 

FAIRFIELD  COUNTY: 

CORPORATE  MECCA, 
COUNTRY  CHARM 


Nowhere  is  the  Connecticut  success 
story  more  evident  than  Fairfield  County, 


the  State's  southwestern  leg.  The  tradi- 
tional home  of  corporate  giants,  the 
area  is  experiencing  a  boom  in  incom- 
ing businesses  of  all  sizes.  Last  year,  30 
businesses  relocated  here. 

After  looking  at  sites  in  four  states, 
industrial  giant  Tenneco  moved  its  head- 
quarters from  Houston  to  Greenwich. 
Connecticut's  favorable  business  climate 
was  a  deciding  factor. 

World  Color  Press,  one  of  North 


America's  largest  magazine  printers,  too 
advantage  of  State  financing  incentives, 
skilled  labor  and  job-training  funds  to 
expand  in  Greenwich. 

And  Virgin  Atlantic  Airways  capital- 
ized on  State  loans  and  prime  available 
real  estate  in  Norwalk. 

This  past  year,  Swiss  Bank  broke 
ground  on  its  new  North  American 
Corporate  Center  in  Stamford.  And  con 
struction  also  began  on  a  renovated 
downtown  Stamford  campus  for  the 
University  of  Connecticut. 

Experts  see  strong  potential  in  the 
financial  services  area;  in  recent  years, 
the  region  has  become  the  reinsurance 
capital  of  the  U.S.  They  also  report 
vigorous  growth  among  software,  prec 
sion  manufacturing,  communications, 
maritime,  research  and  consulting  firms 

Rapid  access  to  the  rest  of  the 
Northeast  has  always  been  a  Fairfield 
County  drawing  card,  and  now  more  I 


WERNER 
GERSTENBERG 

President  and 
Chief  Executive  Officer 

BOEHRINGER 
INGELHEIM 
PHARMACEUTICALS. 

INC. 


Celebrating  25  years  in  the  U.S.,  Boehringer 
Ingelheim  Pharmaceuticals,  Inc.,  manufac- 
tures and  markets  prescription  drug  and  self- 
medication  products.  It  specializes  in  cardiovascular 
and  bronchopulmonary  therapies,  and  other  medi- 
cines and  dietary  supplements. 

A  research-based  company  specifically  in  the 
fields  of  inflammation,  immunology  and  virology, 
Boehringer  Ingelheim  Pharmaceuticals,  Inc.,  is  well 
positioned  for  continued  strong  growth  designed  to 
meet  the  changing  health  care  needs  of  America. 
The  company  is  a  subsidiary  of  Boehringer 
Ingelheim  Corporation,  also  based  in  Ridgefield, 
Conn.,  which  owns  and  operates  additional  busi- 
nesses throughout  the  U.S.,  including  Boehringer 
Ingelheim  Animal  Health,  Inc.,  Bl  Chemicals,  Inc. 
and  Roxane  Laboratories,  Inc.  The  U.S.  corporation 
is  part  of  the  Boehringer  Ingelheim  worldwide 
group  of  companies  based  in  Ingelheim,  Germany. 


AUSTIN  T. 
MCNAMARA 

President 

GENERAL  CIGAR 
CO.,  INC. 


eneral  Cigar  Company  and  its  parent  Culbro 
Corporation  have  multi-generational  ties  to 
Connecticut.  In  the  late  1 9th  century, 
Cullman  Brothers  Tobacco  became  the  premier 
grower  of  fine  cigar  tobacco  in  the  Connecticut 
River  Valley.  Today  Culbro  Corporation,  Cullman 
Brothers'  publicly  traded  descendant,  and  General 
Cigar  Company,  based  in  Bloomfield,  Connecticut, 
constitute  the  only  vertically  integrated  cigar  maker 
outside  of  Cuba. 

"Ask  anybody  who  enjoys  a  premium  hand- 
rolled  cigar  and  they'll  tell  you  Connecticut  Shade 
Tobacco  makes  our  Macanudo  cigars  among  the 
finest  in  the  world,"  says  Austin  McNamara,  presi- 
dent of  General  Cigar. 

General  Cigar  leads  the  booming  renaissance 
of  premium  cigars,  making  Macanudo,  Partagas, 
Temple  Hall  Estates  and  other  premium  handmade 
cigars,  as  well  as  Garcia  y  Vega,  White  Owl  and 
Tiparillo  cigars  for  the  popularly  priced  cigar 
segment. 


JOHN  DUGAN 

Chief  Executive  Officer, 
North  America 

SBC  WARBURG 


BC  Warburg  eagerly  looks  forward  to  becom 
ing  part  of  Stamford's  vibrant  business  com- 
munity as  the  city's  newest  corporate  member. 
When  we  decided  to  move  the  bulk  of  our 
operations  to  a  location  that  could  support  our 
growing  trading  and  investment  banking  capabili 
ties,  Stamford  was  our  number  one  choice.  Close  to 
New  York  City,  Stamford  is  home  to  many  top-tier 
corporations  and  boasts  a  strong  business  infra- 
structure —  plus  a  high  quality  of  life. 

Here  in  Stamford's  Gateway  District,  at 
Washington  Boulevard  and  North  State  Street,  SBC 
Warburg  is  building  a  1 3-story  office  tower  and  a 
two-story,  column-free,  60,000-square-foot  trading 
arena.  The  new  complex  will  consist  of  594,000 
square  feet  of  office  space  and  377,000  square 
feet  for  enclosed  parking.  We  expect  to  start  doing 
business  from  this  new  location  in  the  fall  of  ]  997. 


ran  $2  billion  in  transportation  improve- 
lents  are  under  way.  They  include  a 
rajor  renovation  of  the  Stamford  train 
ation,  doubling  its  capacity,  and  plans 
)r  the  region's  new  high-speed  rail  link. 

In  Bridgeport,  the  State's  largest  city, 
radern,  single-story  multi-acre  sites  are 
□nsforming  the  scene.  Older  manufactur- 
ig  facilities  are  the  subject  of  a  pilot  EPA- 
Donsored  Brownfields  project,  which  will 
elp  return  them  to  the  marketplace.  The 
ily's  pert  also  contains  some  of  the  most 
aluable,  readily  available  acreage  on 
le  eastern  seaboard. 

Through  all  this  growth,  Fairfield 
bunty  has  maintained  its  country 
harm,  making  it  one  of  the  world's  most 
opular  residential  areas.  And  culturally, 
airfield  County  continues  to  offer  the 
est,  including  the  Stamford  Center  for 
e  Performing  Arts,  the  Bridgeport  Zoo, 
ridgeport's  annual  PT  Barnum  Festival 
nd  Norwalk's  Maritime  Aquarium. 


NORTHWEST  CONNECTICUT: 

BEAUTY  AND  THE  BIOTECH 
REVOLUTION  J 


Lovers  of  the  wooded  hills  find  a 
peaceable  kingdom  in  Connecticut's 
Northwest,  where  the  lack  of  conges- 
tion and  beautiful  vistas  permit  a 
relaxed  and  rich  quality  of  life.  But  its 
closeness  to  New  York  and  a  high 
concentration  of  thriving  high-tech 
businesses  make  the  environment  even 
more  attractive,  especially  to  employers 
looking  for  a  highly  skilled,  computer- 
literate  workforce. 

Characteristic  of  Northwest  success  is 
Lorad,  a  Thermoelectron  Company  that 
makes  mammography  equipment.  Lorad 
has  grown  from  two  employees  to  350, 
and  is  doubling  its  space  in  Danbury. 


Town  green,  Waterbury 

The  region's  resources  also  attract 
major  players  like  IPEC  Precision,  a  divi- 
sion of  Integrated  Process  Equipment 
Corporation,  a  world  leader  in  semicon- 
ductor and  silicon  wafer  manufacturing. 
IPEC  moved  its  corporate  offices  to 
Bethel.  It  joins  such  established  technolo- 
gy and  communications  giants  as  IBM  of 
Southbury,  Timex  of  Middlebury  and 
General  Data  Comm  Industries,  Inc.,  of 


ROBERT  I.  LIPP 

Chairman  and 
Chie  f  Executive  Officer 

TRAVELERS/ AETNA 
OPERTY  CASUALTY 
CORP. 


PAUL  A.  ALLAIRE 

Chairman  and 
Chief  Executive  Officer 


J he  success  of  Travelers/Aetna  Property 
Casualty  Corp.  is  a  shining  example  of  vitality 
in  the  Hartford  business  community. 
Formed  in  April  1996  from  Travelers  Indemnity 
and  the  domestic  property  and  casualty  business 
acquired  from  Aetna  Life  and  Casualty  Company, 
today  we're  America's  fourth-largest  property  casu- 
alty insurer  with  direct  written  premiums  of  $10 
billion.  We're  also  the  third-largest  commercial 
insurer,  and  the  largest  company  selling  auto  and 
homeowners  insurance  through  independent 
agents. 

Our  overall  size,  financial  strength  and  stature 
as  a  member  company  of  Travelers  Group  positions 
us  —  and  Hartford  —  as  insurance  leaders  for 
the  millennium. 


DAVID  TAIT 

Executive  Vice  President, 
North  America 


XEROX 
CORPORATION 


hen  Xerox  was  debating  moving  its  world 
headquarters  from  Rochester,  N.Y.,  more 
than  a  quarter-century  ago,  two  things 
tilted  the  balance  in  Connecticut's  favor:  a  positive 
business  climate  and  a  quality  of  life  that  is  unsur- 
passed anywhere  in  the  country.  Connecticut  is  a 
state  that  welcomes  and  nourishes  the  business 
community,  providing  an  excellent  education,  trans- 
portation and  communications  infrastructure. 

Xerox  has  flourished  since  moving  to  Stamford 
in  the  late  '60s,  transforming  itself  from  a  copier 
company  to  The  Document  Company.  Today,  its  doc- 
ument processing  products  are  consistently  rated 
among  the  world's  best.  Xerox  is  proud  to  share 
that  tradition  of  quality  with  Connecticut  —  a  state 
that  is  not  only  a  great  place  to  do  business,  but 
also  a  great  place  to  live. 


VIRGIN  ATLANTIC 
AIRWAYS 


ince  our  first  flight  to  London  in  1984, 
Virgin  Atlantic  Airways  has  confounded 
aviation  experts  by  succeeding  as  an 
underdog  in  some  of  the  world's  most  competitive 
aviation  markets.  This  success  stems  from  Virgin's 
breakthrough  services  such  as  in-flight  massages, 
free  limos  and  personal  video  screens  at  every 
seat.  What  other  airline  offers  a  putting  green  in 
their  pre-departure  airport  lounge? 

With  the  new  U.S.  Headquarters  in  Fairfield 
County,  Virgin  now  flies  to  London's  Heathrow  and 
Gatwick  airports  from  eight  major  U.S.  cities,  and 
from  London  to  Hong  Kong,  Tokyo,  Athens  and 
Johannesburg.  Virgin's  success  is  largely  due  to  a 
central  philosophy:  Meet  and  exceed  customers' 
needs  and  give  them  a  unique  travel  experience  in 
the  air  and  on  the  ground. 

In  today's  rapidly  changing  airline  industry, 
where  the  Goliaths  seem  focused  on  consolidation, 
Virgin  strives  to  establish  new,  higher  standards  for 
the  industry  as  a  whole. 
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Mohawk  Mountain  Ski  Resort, 
Cornwall 


Middlebury  and  Naugatuck. 

The  Waterbury  area  —  a  leader  in 
the  eyelet  and  screw  machine,  fabricat- 
ed metal  and  plastic  injection  molding 
industries  —  continues  to  have  vigorous 
growth.  Landreth  Engineering,  a  manu- 
facturer of  cold  form  components  for 


automotive,  electronics  and  other  indus- 
tries, moved  from  Texas  to  Waterbury. 
And  last  June,  groundbreaking  cere- 
monies took  place  for  the  Brass  Mills 
Center  Regional  Mall  at  the  site  of  the 
former  Scovill  Manufacturing  Company. 
This  new  mall  will  create  more  than 
2,500  new  retail  and  restaurant  jobs. 
Business  expansion  has  brought 


infrastructure  improvements.  Route  7  is 
being  extended  to  New  AAilford:  This 
beautiful  four-lane  road  gives  both  bus 
nesses  and  tourists  smoother  access  to 
the  Northwest. 

In  Danbury,  businesses  thrive  amid  a 
cultural  renaissance:  an  Olympic-sized  ic 
rink,  free  concerts  on  the  green,  bicycle 
and  foot  races,  and  plans  to  turn  the  old 
Palace  Theater  into  a  cultural  center.  The: 
additions  complement  the  Candlewood 
Playhouse,  the  Charles  Ives  Center  for  th< 
Arts  and  the  O'Neill  Center  at  Western 
Connecticut  State  University.  And  you  cai 
enjoy  the  outdoors,  from  boating  and 
swimming  on  Lake  Candlewood,  Lake 
Lillinonah  and  Lake  Zoar,  to  auto  races  a 
Lime  Rock  and  skiing  at  Mohawk. 


RESPONSIVE  ASSISTANCE  TO 
EXPLORE  CONNECTICUT 

With  many  states  eager  to  pitch  yot 


WILLIAM  H.  JOYCE 

Chairman,  President  and 
Chief  Executive  Officer 

UNION  CARBIDE 


Inion  Carbide's  decision  to  locate  our  world- 
wide headquarters  in  Danbury  has  served  us 
well.  Connecticut's  high  quality  of  life,  cou- 
pled with  its  increasingly  favorable  business  cli- 
mate, make  it  easy  for  Carbide  to  support  the 
Governor's  office  and  other  efforts  that  strengthen 
the  community. 

Our  corporate  and  business  staffs  are  housed 
in  a  highly  cost-  and  energy-efficient  architectural 
pacesetter  called  the  Corporate  Center,  which  offers 
businesses  prime  office  space  in  one  of  the  State's, 
and  the  nation's,  most  convenient,  attractive  and 
efficient  business  locations. 

Our  Connecticut  headquarters  is  the  center  of  a 
worldwide  chemicals  and  polymers  enterprise  with 
annual  sales  of  nearly  $6  billion,  a  talented  world- 
wide workforce  of  more  than  1 1,000  and  some  of 
the  industry's  best  process  technology.  Union 
Carbide  is  a  low-cost  leader  operating  two  business 
segments:  Specialties  and  Intermediates  and  Basic 
Chemicals  and  Polymers. 


RICHARD  J.  GROSSI 

Chairman  and 
Chief  Executive  Officer 

THE  UNITED 
ILLUMINATING 
COMPANY 


Ihe  United  Illuminating  Company  provides 
electricity  and  energy-related  services  to 
310,000  customers  in  southern  Connecticut. 
With  Ul's  continued  growth  in  earnings  in  1995 
and  our  goal  of  4%  growth  in  future  earnings,  we 
increased  the  dividend  in  early  1996  for  the  sixth 
consecutive  year. 

We  place  great  value  in  our  partnerships  with 
business,  industry  and  government,  just  as  we  prize 
our  long-standing  relationships  with  our  residential, 
commercial  and  industrial  customers. 

Our  region's  business  resources  (including  such 
global  giants  as  General  Electric,  Bayer,  Sikorsky 
Aircraft  and  Pratt  &  Whitney)  are  matched  only  by 
our  seats  of  higher  learning,  including  Yale 
University. 

Ul  proudly  stands  with  our  Connecticut  neigh- 
bors in  our  deep  commitment  to  Connecticut's  suc- 
cess, now  and  in  the  future. 

Visit  Ul  on  the  Internet  at  www.uinet.com. 


RONALD  E. 
COMPTON 

Chairman 

AETNA 


etna  is  the  nation's  largest  health  care  bene 
fits  company  and  a  global  insurance  and 
financial  services  organization  known  for 
quality,  integrity  and  commitment  to  customers. 
Through  Aetna  U.S.  Healthcare,  Aetna  Retirement 
Services  and  Aetna  International,  we  provide  mil- 
lions of  customers  worldwide  with  the  best-value 
products,  information  and  expert  advice  to  help 
them  lead  healthy,  secure  lives. 

Throughout  Aetna's  history,  we  have  drawn 
upon  the  abundant  resources  Connecticut  offers. 
The  State's  pro-business  initiatives,  pro-growth 
regulatory  climate  and  excellent  proximity  to 
commercial  and  financial  centers  have  been  vital  tfl 
our  success.  In  partnership  with  the  State,  we  work 
to  foster  economic  growth  in  the  21st  century. 
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business,  Connecticut  realized  it  had  to 
Jo  more.  It  had  to  be  better  organized, 
nore  responsive  and  more  sophisticated 
han  its  competition.  So  Governor 
Rowland  empowered  the  people  at  the 
state  agencies  with  a  new  mission:  to 
nodel  their  operations  on  the  private 
sector's  definition  of  customer  service. 
He  also  created  Team  Connecticut:  a 
letwork  of  State,  regional  and  commu- 
lity  development  resources  working 
ogether  to  provide  the  help  businesses 
leed  to  thrive. 

The  Connecticut  Department  of 
iconomic  and  Community  Development 
jnd  its  partners  from  the  utility  and 
elecommunications  companies  have 
packaged  the  State's  business-develop- 
nent  resources  for  ease  and  efficiency, 
hey  created  the  Connecticut  Economic 
!esource  Center,  Inc.  (CERC),  a  one-stop 
gateway  to  the  many  programs  and  ser- 
'ices  a  business  person  needs. 


With  a  call  to  CERC,  you  can  quickly 
get  data  on  every  corner  of  Connecticut. 
You  can  discover  prime  available  real 
estate,  using  Sitefinder™,  a  state-of-the- 
art  database  of  commercial  and  indus- 
trial sites  that  are  zoned  for  business  and 
reasonably  priced.  You  can  gain  access 
to  State,  regional  and  local  agencies 
that  will  work  together  to  avoid  dupli- 
cated effort.  You  can  also  access  a  fast- 
track  permitting  process  at  the 
Department  of  Environmental  Protection 
and  the  Department  of  Transportation. 
You'll  learn  about  public/private  sector 
research  partnerships.  You'll  get  informa- 
tion about  highly  competitive  utility  rates. 
And  you'll  make  export  contacts  in  glob- 
al markets,  with  help  for  everything  from 
local  regulations  to  translations. 

Firms  that  have  come  to  Connecticut 
have  been  impressed  with  our  team- 
work, professionalism  and  responsive- 
ness. It's  all  part  of  an  effort  to  prove  that 


Connecticut  truly  is  The  State  that  Thinks 
Like  a  Business  —  your  business. 


Writing:  Alan  Maislen,  Mintz  &  Hoke 

For  more  information,  call  CERC 
at  1  -800-392-21 22,  or  visit  the 
Website  at  cerc.com. 

CONNECTICUT 

The  State  That  Thinks  Like  a  Business. 


1  Connecticut 

Economic  Resource  Center,  Inc. 


in   partnership  with 


Connettkut  Department  of  UonomU 
and  Community  Development 


PHILIP  E.  AUSTIN 

President 

UNIVERSITY  OF 
CONNECTICUT 


The  University  of  Connecticut,  in  partnership 
with  business,  fosters  vibrant  economic 
growth.  Our  programs  provide  workforce 
training  to  respond  to  a  changing  economy. 

A  top-ranked  Research  I  institution,  UConn  has 
helped  develop  new  technologies  and  products.  Our 
Critical  Technologies  Program  pairs  companies  with 
faculty  researchers  in  advanced  materials,  biomed- 
ical imaging,  biotechnology,  drug  development, 
environmental  research,  marine  sciences  and  pho- 
tonics. Our  Family  Business  Program  and  Small 
Business  Institute  create  solutions  for  small  and 
mid-sized  companies. 

A  proven  component  in  attracting  new  busi- 
nesses to  the  State,  UConn's  resources  are  commit- 
ted to  sharpening  workforce  skills  and  providing 
expertise  for  companies  of  ail  sizes. 


ROBERT  G.  BURTON 

Chairman,  President  and 
Chief  Executive  Officer 

WORLD  COLOR 


hen  World  Color  decided  to  relocate  its 
corporate  headquarters  to  Greenwich, 
Connecticut,  we  found  an  historic  home 
that  reflects  the  proud  heritage  of  our  own  com- 
pany, founded  in  1903. 

World  Color  is  an  industry  leader  and  full- 
service  provider  for  the  magazine,  catalog,  direct 
response,  commercial,  rack-size  book,  directory 
and  retail  markets.  World  Color  employs  more  than 
1 1,000  and  operates  35  facilities. 

World  Color  is  headquartered  at  "The  Mill,"  a 
venue  built  in  1881. 

"Our  relocation  to  Connecticut  is  a  most  impor- 
tant step  for  our  Company,  assuring  our  employees 
an  outstanding  quality  of  life,"  says  Robert  G. 
Burton,  World  Color  chairman,  president  and  chief 
executive  officer. 

"It  also  provides  World  Color  with  significant 
savings  in  the  cost  of  doing  business." 

World  Color  looks  forward  to  a  successful, 
newly  formed  partnership  with  Connecticut. 


W.C.  STEERE  JR. 

Chairman  and 
Chief  Executive  Officer 

PFIZER  INC 


Pfizer  is  one  of  the  world's  leading  health  care 
companies,  a  position  earned  through 
decades  of  innovative  research  and  develop- 
ment. Our  mission  is  to  discover  and  develop  value- 
added  products  that  help  people  around  the  world 
enjoy  longer,  healthier  and  more  productive  lives. 
The  Company  has  three  business  segments:  health 
care,  consumer  health  care  and  animal  health. 

In  1996,  Pfizer  will  spend  approximately  $1.7 
billion  on  R&D,  which  is  10%  of  the  R&D  budget  for 
the  U.S.  pharmaceutical  industry. 

This  year  marks  Pfizer's  50th  anniversary  in 
Connecticut.  Our  expanded  worldwide  research 
headquarters  in  Groton  is  now  Pfizer's  largest  facil- 
ity and  employs  3,600  people,  including  some 
2,700  highly  skilled  professionals  at  work  on  new 
medicines  to  benefit  people  around  the  world. 

We  undertake  almost  half  of  the  biomedical 
R&D  carried  out  in  Connecticut,  giving  Pfizer  a  con- 
siderable stake  in  the  State's  future. 


Boris  Berezovsky,  not  Boris  Yeltsin,  may  be  the  most  powerful  man  in  Russia 

Godfather 

of  the  Kremlin? 


Last  November  Ronald  Lauder,  bil- 
lionaire heir  to  the  Estee  Lauder  cos- 
metics fortune,  traveled  to  Moscow 
to  celebrate  the  opening  of  a  posh 
boutique  on  Red  Square.  That 
evening  Russian  and  American  busi- 
ness leaders,  U.S.  Ambassador 
Thomas  Pickering  and  President 
Boris  Yeltsin's  wife  attended  a  party 
in  Lauder's  honor. 

The  host  of  the  lavish  affair?  A 
wealthy  Russian  car  dealer  named 
Boris  Berezovsky. 

Ronald  Lauder  probably  did  not 
know  that  his  host  is  a  powerful 


gangland  boss  and  the  prime  suspect 
in  Russia's  most  famous  murder 
investigation.  Explains  Lauder:  "The 
invitations  went  out  in  President 
Yeltsin's  name." 

That  Berezovsky  can  thus  play  cozy 
with  Russia's  president  explains  a  lot 
of  what  is  happening  in  Russia  these 
days.  Russia  is  a  bubbling  cauldron  of 
criminal  organizations — Sicily  on  a 
giant  scale.  Last  year  some  40,000 
people  were  murdered  in  Russia  and 
70,000  disappeared — probably  never 
to  be  heard  of  again.  The  murder  rate 
in  Russia  is  three  or  four  times  higher 


Logovaz  chairman, 
Boris  Berezovsky 
A  buccaneering 
capitalist,  he 
seems  to  have 
learned  some  of 
his  tactics  from 
the  old  KGB. 


than  in  New  York  City. 

Assassination  is  a  tool  of  business 
competition.  Scores  of  business  lead- 
ers and  media  personalities  have  been 
killed.  Ivan  Kivelidi,  a  banker  and 
founder  of  the  Russian  Business 
Roundtable,  was  murdered  last  year 
by  poison  (an  obscure  nerve  toxin) 
applied  to  the  rim  of  his  coffee  cup. 
Neither  this  nor  any  other  of  Russia's 
most  famous  contract  killings  has 
been  solved. 

In  this  violent  world  Boris  Bere- 
zovsky looms  like  a  giant  shadow. 
Berezovsky  recently  claimed  that  he 
and  six  other  top  businessmen  con- 
trol 50%  of  the  Russian  economy.  He 
is  certainly  one  of  the  country's  first 
dollar  billionaires.  His  base  is  Logo- 
vaz, Russia's  largest  car  dealership, 
but  this  is  only  the  most  visible  tip  of 
a  golden  iceberg. 

In  a  recent  interview  with  FORBES 
Berezovsky  said:  "Russia  is  undergo- 
ing a  redistribution  of  property  on  a 
scale  unprecedented  in  history.  No 
one  is  satisfied — neither  those  who 
got  nothing,  nor  those  who  got 
something,  since  even  they  feel  they 
did  not  get  enough." 

Berezovsky  is  clearly  one  of  those 
who  never  feels  he  has  enough. 

This  summer  Forbes  reporters 
traveled  700  miles  east  of  Moscow,  to 
the  place  where  Boris  Berezovsky 
made  his  first  millions:  the  Volga 
River  town  of  Togliatti.  This  is  home 
to  Avtovaz,  Russia's  largest  automo- 
bile manufacturer.  There,  eight  years 
ago,  Berezovsky  founded  Logovaz, 
taking  the  giant  automaker  as  partner 
and  reinforcing  the  relationship  with 
cross-shareholding  and  numerous 
joint  ventures. 

What's  his  role  today  in  the  giant 
auto  company?  When  Forbes  asked 
Avtovaz  President  Alexei  Nikolaev 
about  his  ties  to  Boris  Berezovsky,  the 
industrial  manager  and  his  aides 
exchanged  worried  looks.  "We  no 
longer  have  direct  links  with  Logo- 
vaz," Nikolaev  mumbled. 

Mumbling — or  silence — is  a 
normal  response  when  someone 
brings  up  the  name  Berezovsky. 

What  is  undeniable  is  that  in  addi- 
tion to  his  auto  dealership  Berezovsky 
controls  Russia's  biggest  national  TV 
network.  His  control  was  solidified 
shortly  after  the  first  chairman  of  the 
network  was  assassinated  gangland- 
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A  Logovaz  Mercedes  dealership  in  Moscow 

Buy  from  a  Berezovsky  competitor  and  your  car  may  arrive  with  windshield  smashed,  tires  slashed. 


style.  Berezovsky  was  immediately 
fingered  by  the  police  as  a  key  sus- 
pect, but  the  murder  remains 
unsolved  two  years  later. 

Why  did  the  police  fail  to  follow 
up?  Possibly  because  they  were  afraid 
of  where  the  trail  would  lead  if  they 
looked  too  closely.  In  Russia  today 
gangsters  thumb  their  noses  at  the 
police  because  they  have  protection 
from  the  very  top. 

And  the  gangsters,  in  turn,  are 
often  necessary  for  the  men  at  the 
top.  Such  is  the  Russian  business 
environment  today  that  the  men  at 
the  top  often  have  use  for  the  shad- 
owy army  of  killers  and  thugs  who 
work  further  down  in  the  scale  of 
corruption,  running  prostitutes  and 
protection  rackets.  The  old  KGB,  a 
gangster  outfit  itself,  used  to  call  this 
side  of  things  "wet  affairs."  Every 
large  business  in  Russia  today  has  its 
own  department  of  wet  affairs. 

Me,  a  gangster?  Berezovsky  is 
quick  to  take  the  moral  high  ground. 
"The  Western  press  portrays  Russia 


unfairly,"  he  says.  "Russian  business 
is  not  synonymous  with  the  Mafia." 

But  isn't  the  government  powerless 
to  bring  any  of  the  thousands  of 
mobsters  to  justice?  Oh,  yes,  says 
Berezovsky,  but  don't  blame  him. 
"In  the  government,"  he  says,  "there 

"These  guys  are  criminals 
on  an  outrageous  scale. 
It's  as  if  Lucky  Luciano 
were  chairman  of  the  board 
of  Chrysler.,, 


are  many  people  who  are  criminals 
themselves." 

Berezovsky  should  know.  He 
stands  close  to  political  power.  He 
organized  Russia's  most  powerful 
bankers  in  support  of  President 
Yeltsin's  presidential  campaign  earlier 
this  year.  "It  is  no  secret  that  Russian 
businessmen  played  the  decisive  role 
in  President  Yeltsin's  victory,"  says 


Berezovsky.  "It  was  a  battle  for  our 
blood  interests." 

Berezovsky  and  friends  did  what- 
ever was  necessary  to  prevent  the 
Communists  from  gaining  a  victory 
The  Yeltsin  campaign  is  facing  allega- 
tions of  massive  financing  violations. 
Legally,  each  party's  campaign  was 
limited  to  $3  million.  The  Yeltsin 
campaign  is  estimated  to  have  spent 
at  least  $140  million. 

As  in  the  U.S.,  most  people  in 
Russia  who  give  big  money  to  politi- 
cal campaigns  hope  for  favors.  The 
difference  is  that  in  Russia  the  payoff 
is  often  very  direct.  After  Yeltsin's 
reelection  Berezovsky  was  appointed 
deputy  secretary  of  the  National 
Security  Council,  the  body  responsi- 
ble for  coordinating  military  and  law 
enforcement  policy. 

The  fox  now  guards  the  chickens. 

In  appearance  and  in  background, 
Berezovsky  is  no  thug.  Boasting  a 
Ph.D.  in  applied  mathematics,  the 
50-year-old  Berezovsky  says  he  spent 
25  years  doing  research  on  decision- 
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The  Omsk  refinery  of  oil  giant  Sibneft 

Says  the  empire-building  Berezovsky:  "Owning  an  oil  company  opens  the  door  to  acquiring  other  businesses." 


making  theory  at  the  Russian  Acade- 
my of  Sciences.  He  speaks  nervously, 
articulately,  waving  a  hand  still 
scarred  from  an  assassination  attempt 
two  years  ago. 

He  first  appeared  on  the  business 
scene  in  1989,  when  he  started 
Logovaz  for  automaker  Avtovaz.  The 
original  purpose  was  to  develop  man- 
agement software,  but  Berezovsky 
moved  quickly  into  selling  cars. 
Within  four  years  he  was  the  largest 
Avtovaz  dealer  in  the  country, 
accounting  for  more  than  10%  of  its 
Russian  sales. 

While  Berezovsky  waxes  rich,  how- 
ever, Avtovaz  is,  by  his  own  state- 
ment, "in  terrible  shape. "  Why? 
Many  parts  and  even  whole  cars  are 
simply  stolen  from  the  factory,  only 
to  turn  up  soon  after  in  criminally- 
connected  auto  dealerships.  The 
stolen  cars  are  usually  in  very  good 
shape.  Not  so  with  cars  ordered 
directly  from  Avtovaz  or  from  inde- 
pendent dealers,  which  often  arrive 
with  windshields  smashed,  wiring 


pulled  out  or  tires  slashed. 

Asked  about  the  problem  of  gang- 
sters controlling  his  dealer  network, 
Avtovaz's  president,  Alexei  Nikolaev, 
admits:  "The  problem  exists." 

To  understand  the  economics  of 
the  problem,  examine  the  pricing 
structure.  Dealer  markups  are  huge: 
Avtovaz  sells  the  typical  Lada  sedan 
to  the  dealer  for  about  $4,800;  but 
the  dealer  sells  the  car  to  the  con- 
sumer for  $7,500.  In  short,  the 
dealer,  not  the  factory,  makes  the 
profit. 

Not  only  do  the  dealers  make  most 
of  the  money,  they  even  finance 
themselves  with  company  money.  It 
works  like  this:  To  get  a  car  in  Russia, 
a  consumer  usually  must  pay  upfront. 
However,  the  dealer  often  doesn't 
pay  the  factory  until  long  after  he  has 
sold  the  vehicle. 

Not  only  were  the  dealers  in  con- 
trol of  large  amounts  of  other 
people's  money,  they  were  making 
huge  inflationary  profits.  During 
1992-94,  inflation  often  reached  20% 


a  month;  thus,  by  delaying  payment 
to  Avtovaz  for,  say,  three  months,  a 
dealer  ended  up  paying  half  price  for 
his  cars. 

In  the  past  two  years,  with  the 
ruble  stabilizing,  a  dealer  could  invest 
his  cash  in  three-month  Russian  T 
bills,  which,  until  recently,  had  annu- 
alized dollar  yields  of  100%  or  more. 

Currently  dealers  owe  the  carmak- 
er some  $1.2  billion,  about  one-third 
of  the  company's  sales. 

Why  does  Avtovaz  continue  to  sell 
to  the  gangster-dealers  who  are  bank- 
rupting the  company?  Carrot  and 
stick.  The  carrot:  an  envelope  full  of 
cash  to  car  executives.  The  stick:  a 
bullet  in  the  head. 

"These  guys  are  criminals  on  an 
outrageous  scale,"  says  one  American 
businessman  who  supplies  parts  to 
Avtovaz.  "It's  as  if  Lucky  Luciano 
were  chairman  of  the  board  of 
Chrysler."  This  businessman  had  to 
make  big  payments  to  a  Lausanne, 
Switzerland-based  company  called 
Forus  Financial  Services,  which  he 
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The  Ostankino  TV  tower 

Through  it  Berezovsky  has  a  powerful  voice  in  what  Russians  know  and  think. 


says  is  owned  by  Avtovaz  managers. 

And  who  is  the  biggest  car  dealer 
of  them  all  and  a  key  figure  in  Avto- 
vaz? Boris  Berezovsky. 

In  1993  Berezovsky  launched 
another  project,  grandly  entitled  the 
All-Russian  Automobile  Alliance 
(awa).  awa  sold  $50  million  worth 
of  bonds  to  Russian  investors, 
promising  to  pay  them  back  with  new 
cars  at  some  future  date.  The  idea 
was  to  use  the  money  to  set  up  a  new 
assembly  line  for  Avtovaz  cars. 

Not  until  1996  did  awa  begin 
investing  in  a  small  assembly  opera- 
tion in  Finland.  For  nearly  three 
years,  in  other  words,  Berezovsky  had 
the  AWA  money  to  play  with  as  he 
pleased. 

While  AWA  investors  waited  in  vain 
for  their  cars  and  Avtovaz  slid  deeper 
toward  bankruptcy,  Berezovsky 
acquired  $300  million  worth  of 
prime  real  estate  in  Moscow  and  St. 
Petersburg.  He  bought  one  of 
Russia's  most  respected  newspapers, 
Nezavisemaia  Gazeta,  a  popular 
newsmagazine  and  part  of  a  new  TV 
station  called  TV  6.  He  has  acquired 
at  least  80%  of  Sibneft,  one  of 
Russia's  largest  oil  companies. 

"Oil  is  good  security  for  loans,"  he 
says.  "Owning  an  oil  company  opens 
the  door  to  acquiring  other  business- 
es." Acquire  them  for  what?  To  run? 
Or  to  loot? 

Russia's  national  airline,  Aeroflot, 
is  one  of  the  country's  top  export 
earners,  but  it  has  cash  problems. 
Same  story  as  with  autos:  The  travel 
agents  get  paid  up  front  by  the  cus- 
tomers, but  pay  Aeroflot  either  very 
slowly  or  not  at  all.  They  get  the 
float;  Aeroflot  gets  questionable 
receivables,  which,  if  paid  at  all,  get 
paid  in  depreciated  currency. 

Now  meet  Aeroflot's  deputy  direc- 
tor, Nikolai  Glushkov.  This  gentle- 
man has  an  interesting  background. 
He  was  convicted  in  1982  under 
Article  89  of  the  Russian  criminal 
code  (theft  of  state  property).  Later 
Glushkov  served  as  head  of  finance 
for  Avtovaz  and  was  one  of  the 
founders  of  Logovaz.  In  short,  an 
associate  of  Berezovsky.  Are 
Glushkov  and  Berezovsky  in  cahoots 
to  siphon  money  from  Aeroflot?  The 
parallels  with  Avtovaz  are  certainly 
striking. 

According   to    Moscow  police 
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Funeral  of  murdered  TV  producer  Vladislav  Listiev 
Was  Berezovsky  behind  the  killing? 


reports,  Berezovsky  started  his  auto 
dealership  in  close  collaboration  with 
the  powerful  Chechen  criminal 
gangs.  Presumably  they  provided  him 
with  physical  protection — a  "roof,"  as 
it's  called  in  Russian  slang. 

But  two  years  ago  the  Solntsevo 
gang  began  to  muscle  in  on  the 
Chechens'  control  of  the  Moscow 
auto  market.  When  the  Russian  gang- 
sters approached  Berezovsky  about 
an  alliance,  he  is  reported  by  one 
police  detective  to  have  said:  "I 
already  have  a  roof.  Talk  to  the 
Chechens." 

The  "conversation"  between  the 
Russian  and  the  Chechen  gangsters 
over  the  Moscow  auto  market  took 
place  outside  a  Logovaz  showroom, 
near  the  Kazakhstan  Cinema.  In  the 
ensuing  gun  fight,  six  Chechens  and 
four  Russians  were  killed. 

Berezovsky  says  he  remembers  the 
1994  shootout  but  doesn't  know 
what  it  was  about. 

Shortly  after,  Berezovsky  barely 
escaped  death  himself.  He  was  being 
driven  out  of  his  office  complex,  sit- 
ting in  the  back  of  his  Mercedes  600, 
with  his  driver  and  bodyguard  in  the 
front,  when  a  remote-controlled  car 
bomb  exploded  next  to  the  car, 
decapitating  the  driver.  Berezovsky 


got  away  with  burns  to  his  hands  and 
face.  A  few  days  after  that,  the  head- 
quarters of  Berezovsky's  Obedinenyi 
Bank  were  bombed.  No  culprits  were 
ever  identified.  They  rarely  are  in 
Russia.  Says  Berezovsky:  "  I  am  not 
one  of  those  people  who  seeks 
vengeance." 

Maybe  not,  but  people  who  have 
stood  in  his  way  have  sometimes  met 
bloody  ends.  The  most  famous  death 
came  with  Berezovsky's  move  into  TV 

Why  is  organized  crime  so 
powerful?  "In  the  govern- 
ment there  are  many  people 
who  are  criminals  them- 
selves," says  Berezovsky. 

broadcasting. 

Two  years  ago  Vladislav  Listiev  was 
Russia's  most  popular  talk  show  host 
and  its  most  successful  TV  producer. 
Listiev  had  recently  persuaded  the 
government  to  privatize  Channel  1, 
Russia's  biggest  nationwide  TV  net- 
work. In  early  1995  Listiev  was 
named  head  of  the  reorganized  com- 
pany, now  known  as  ORT  (Russian 
Public  Television). 


The  government  kept  51%  of  ORT; 
a  group  of  well-connected  business- 
men got  the  rest.  Leading  the  busi- 
nessmen was  Berezovsky,  who 
acquired  16%  of  the  stock  for  a  mere 
$320,000. 

Listiev  had  no  intention  of  being  a 
figurehead.  He  decided  to  clean  up 
the  network's  unsavory  connections. 
His  main  target  was  Sergei  Lisovsky, 
a  36-year-old  advertising  man  who 
made  his  first  fortune  from  a  chain  of 
Moscow  discotheques.  These  glitter- 
ing dives  were  known  as  good  places 
to  procure  drugs.  They  were  a  haunt 
of  Russia's  crime  bosses. 

From  discos,  Lisovsky  moved  into 
advertising.  To  buy  time  on  any  of 
the  top  five  Russian  TV  channels  you 
must  go  through  Lisovsky  or  an  allied 
company.  Here,  as  in  cars  and  airline 
tickets,  the  middleman  seems  to  have 
captured  the  float.  This  year  advertis- 
ers will  pay  about  $80  million  to  buy 
time  on  ort.  The  money  goes  first  to 
the  media  sales  company,  which  then 
pays  the  network.  But  companies  like 
Lisovsky's  Premier  sv  were  keeping 
most  of  the  money  while  government 
subsidies  (some  $250  million)  were 
keeping  the  TV  network  operating. 

Lisovsky's  business  has  been  con- 
nected with  some  unsavory  charac- 
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ters.  One  of  Premier  sv's  founding 
shareholders,  Sergei  Antonov,  has 
been  arrested  by  the  Moscow  police 
on  racketeering  charges.  The  chief 
financial  officer  of  Premier  sv, 
according  to  police  investigations,  is 
Alexander  Averin.  Known  in  the 
underworld  as  "Avera  Junior,"  Averin 
is  important  for  his  family  connec- 
tions— his  older  brother,  Viktor,  is 
the  right-hand  man  of  "Mikhas,"  a 
former  hotel  waiter,  now  boss  of  the 
notorious  Solntsevo  Gang;  Mikhas 
was  recently  arrested  on  money  laun- 
dering charges  in  Switzerland. 


police  department. 

According  to  these  documents, 
Listiev  knew  that  he  was  a  marked 
man.  He  knew  law  enforcement 
authorities  in  Russia  are  powerless 
against  the  kind  of  opposition  he 
faced.  So  Listiev  gathered  a  group  of 
his  closest  friends  and  explained  the 
reason  he  might  be  killed. 

This  is  the  tale  he  told  them. 

When  Listiev  announced  that  he 
would  be  ending  the  advertising 
monopoly,  Lisovsky  demanded  $100 
million  in  damages.  Listiev  found  a 
European  company  (name  undis- 


TV  advertising  mogul  Sergei  Lisovsky 

He  was  caught  leaving  government  headquarters  with  $500,000  cash  in  a  box. 


This  was  the  crowd  that  Vladislav 
Listiev,  the  TV  producer,  decided  to 
take  on. 

On  Feb.  20,  1995  Listiev 
announced  that  he  was  breaking 
Lisovsky's  advertising  monopoly  and 
instituting  a  temporary  moratorium 
on  advertising  until  ORT  could  work 
out  new  "ethical  standards." 

"I  knew  he  would  be  killed — the 
people  he  was  dealing  with  were 
totally  criminal,"  says  one  close  friend 
of  Listiev's.  Two  weeks  later  Listiev 
was  gunned  down  by  professional 
assassins  at  the  entrance  to  his  apart- 
ment building.  Forbes  has  obtained 
documents  on  the  case  from  the 
organized  crime  unit  of  the  Moscow 


closed)  willing  to  buy  the  ORT  adver- 
tising franchise.  Listiev  asked  Boris 
Berezovsky  to  act  as  transfer  agent 
and  hand  over  the  $100  million  to 
Lisovsky.  Berezovsky  took  the  cash 
and  stalled  Lisovsky;  he  would  get  his 
money  in  three  months,  Berezovsky 
explained. 

Thus  the  reforming  Listiev  was 
caught  between  two  ruthless  charac- 
ters. He  paid  with  his  life. 

Now  Berezovsky  effectively  con- 
trols ORT  with  36%  of  the  network's 
voting  stock,  and  Lisovsky  is  again 
the  sole  agent  for  its  advertising.  In 
June  Sergei  Lisovsky  was  caught  by 
security  guards  as  he  was  coming  out 
of  Russian  government  headquarters 


with  $500,000  stuffed  into  a  card- 
board box.  The  matter  is  still  "being 
investigated." 

The  public  outcry  over  Listiev's 
death  was  immense.  Thousands  of 
mourners  showed  up  at  his  funeral. 
But  the  subsequent  investigation  was 
a  tragic  farce.  Lisovsky's  and  Bere- 
zovsky's offices  were  searched  by  the 
police  immediately  after  the  murder. 

Five  months  later  the  federal  pros- 
ecutor's office  announced  that  it  had 
closed  the  Listiev  case,  and  identified 
the  names  of  both  the  people  who 
ordered  the  killing  and  those  who 
had  carried  it  out.  The  very  next  day 
the  prosecutor's  office  recanted, 
saying  that  the  investigation  was  con- 
tinuing. Two  months  later  the  prose- 
cutor-general was  fired  and  thrown  in 
jail  on  charges  of  corruption. 

Berezovsky  denies  that  he  had  any- 
thing to  do  with  Listiev's  killing.  He 
blames  unnamed  advertising  and  pro- 
duction companies  that  were  being 
hurt  by  Listiev's  reorganization  of  the 
network. 

Did  Berezovsky  adopt  a  low  profile 
after  the  killing?  No  way.  This  spring, 
Berezovsky  emerged  as  a  participant 
in  the  National  Sports  Fund,  a  chari- 
ty organized  by  Boris  Yeltsin's  tennis 
coach  to  benefit  sports  in  Russia. 
Over  the  past  several  years  the  orga- 
nization has  received  billions  of  dol- 
lars in  revenues  from  the  duty-free 
importation  of  alcohol  and  cigarettes. 
When  at  least  $100  million  went 
missing  earlier  this  year,  the  organi- 
zation was  revealed  as  a  massively 
corrupt  racket.  Its  privileges  were 
withdrawn  and  the  tennis  coach  was 
sacked. 

The  president  of  the  fund  was 
Boris  Feodorov,  a  close  ally  of  Bere- 
zovsky. Feodorov  gave  a  newspaper 
interview  in  which  he  claimed  that  he 
was  being  victimized  by  criminal 
organizations  within  President 
Yeltsin's  administration. 

In  June,  before  the  interview  was 
published,  Feodorov  was  shot  and 
repeatedly  stabbed  by  unknown 
assailants  in  Moscow.  He  survived 
and  fled  to  Western  Europe.  Appar- 
ently that  interview  was  so  close  to 
the  truth  as  to  threaten  the  gangsters 
and  their  higher-up  accomplices. 

Is  Boris  Berezovsky  the  godfather 
of  Russia's  godfathers?  It  sure  looks 
that  way.  ■■ 
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in  Microsystems.  Our  strength  is  networking  people.  From  the  very  beginning,  we've  been  bundling  networking  capabilities 
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Love  to  watch  those  glowing  logs?  Natural  gas  fireplaces 
are  rapidly  replacing  wood-burning  ones. 


t  product 


By  Christopher  Palmeri 

Henry  Babylon  is  shopping  for  a 
natural  gas  fireplace  at  a  fireplace  dis- 
tributorship in  Houston.  "I'm  tired 
of  chopping  wood,"  Babylon  says. 
"Just  when  you  get  cozy,  you  have  to 
go  out  and  get  another  log.  Then 
you  have  to  vacuum." 

Fireplaces  are  rarely  functional  in 
modern  homes,  but  the  desire  runs 
deep  to  curl  up  by  a  blazing  fire.  So 
does  the  American  preference  for 
convenience  over  tradition.  From 
nowhere  ten  years  ago,  natural  gas  is 
poised  to  pass  wood  as  the  fireplace 
of  choice  in  new  homes.  Some 
800,000  sets  of  gas  logs  were  sold 
last  year,  a  record. 

Wood  may  smell  nice,  but  it's 
inconvenient  and  messy.  Natural  gas 
fireplaces  come  with  remote  controls; 
you  start  a  fire  by  pushing  a  button. 
Higher-end  units  allow  you  to  adjust 
the  height  of  the  flame  and  the 
amount  of  heat.  Afraid  you'll  fall 
asleep  in  the  warmth?  Put  the  fire- 
place on  a  timer.  Ceramic  logs  come 
in  several  arboreal  varieties,  sound 
systems  broadcast  crackling  noises, 
filters  produce  the  scents  of  burning 


cedar  and  pine,  modulating  valves 
make  the  flames  leap  more  or  less  like 
those  of  wood  fires.  "The  deception 
is  complete,"  says  Philip  Mercer,  a 
fireplace  distributor  who  is  based  in 
Baltimore. 

A  simple  wood-burning  fireplace 


costs  around  $500  without  installa- 
tion, plus  another  $1,000  for  the 
chimney.  Natural  gas  fireplaces  typi- 
cally cost  $1,000.  They  don't  require 
chimneys.  They  vent  through  a  piece 
of  metal  pipe  that  can  be  pointed  in 
any  direction.  Natural  gas  eliminates 


New  designs 
demonstrate 
the  versatility 
of  natural  gas 
fireplaces 
New  models 
come  with  remote 
controls,  sound 
systems  and 
prepackaged 
scents. 
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consider  Sun's 
network  computing 

ervice  and  support 

a  strategic  advantage. 


1 


t  Sun  Microsystems,  we  help  businesses  build,  manage  and  profit  from  enterprise  network  computing.  Continually,  we  translate  our 
etworking  leadership  and  expertise  into  products,  technologies  and  services  that  give  our  customers  enterprise  solutions  and  discrete 
ompetitive  advantages.  It's  no  surprise  that  we  offer  a  broad  portfolio  of  support,  education  and  integration  services  on  a  global  scale.  So 
irough  our  Professional  Services  organization,  we  can  help  you  plan  your  implementation  and  get  maximum  effectiveness  from  your  network, 
nd  we're  the  industry's  largest  UNIX"  education  organization,  with  over  50,000  students  trained  every  year.  Once  you've  installed  your  solution, 
du'11  be  pleased  to  know  that  we  support  more  than  500,000  systems  in  130  countries  worldwide.  Which  goes  to 

low,  if  you  want  the  best  inf  ormation  system,  shouldn't  you  also  want  the  company  that  can  help  you  get  the  mosl  ^^'J/'f/tt/ 
om  your  network?  For  more  information,  contact  us  at  http://www.sun.com  THE  NETWORK  IS  THE  COMPUTER™    ^  microsystems 


Sun 

microsystems 


1996  Sun  Microsystems,  Inc.-  jfVjtifights  reserved.  *  Sun,  the  Sun  Logo,  Sun  Microsystems,  and  The  Network  Is  The  Computer  are  trademarks  or  registered  trademarks  of  Sun 
icrosystems,  Inc  in  the  United  States  and  other  countries.  UNIX  is  a  registered  trademark  in  the  United  States  and  other  countries,  exclusively  licensed  through  X/Open  Company,  Ltd. 


smoke  backing  out  into  the  house, 
say,  and  termites  springing  up  from 
the  woodpile. 

Natural  gas  is  politically  correct, 
too.  Seattle  and  Albuquerque  have 
mandatory  "no-burn  days"  to  cut 
fireplace-induced  smog.  Las  Vegas 
and  Denver  mandate  that  fireplaces  in 
new  homes  must  be  natural  gas  or 
special  wood-burning  units  certified 
by  the  Environmental  Protection 
Agency  Typically,  EPA-sanctioned 
wood- burning  units  cost  more  than 
gas  fireplaces. 

Manufacturers  of  natural  gas  fire- 
places are  coming  up  with  some 
unique  designs.  Minneapolis-based 
Heat-N-Glo  Fireplaces  Inc.  now  puts 
gas  fireplaces  inside  bars,  alongside 
television  sets  and  as  stand-alone 
coffee  tables  with  the  fumes  vented 
through  the  floor.  Coupled  with 


thermostats,  fireplaces  can  be  used 
like  space  heaters,  says  Rockie  Bogen- 
schutz,  a  fireplace  dealer  in  Fresno, 
Calif.  "I've  got  eight  of  them  in  my 
house,"  he  says. 

With  sales  of  $100  million,  Heat- 
N-Glo  was  cofounded  by  Ronald 
Shimek,  a  physicist  who  designed 
missile-guidance  systems  for  Unisys. 
In  1987  Heat-N-Glo  introduced  one 
of  the  first  self-contained  gas-burning 
devices.  This  design  was  easy  to  install 
and  more  energy-efficient  because  it 
didn't  expose  the  inside  of  the  home 
to  cold  air  piped  down  the  chimney. 
It  heats  air  from  inside  the  room  in  a 
separate  chamber  above  the  fireplace 
and  blows  it  back  into  the  room. 

Last  summer  Shimek  and  his 
brother  Daniel  sold  their  company  to 
Hon  Industries,  the  big,  Muscatine, 
Iowa-based  maker  of  office  furniture, 


for  $76  million.  "People  ask  why  an 
office  furniture  company  is  expand- 
ing into  fireplaces,"  says  Hon  Chair- 
man Jack  Michaels.  "I  tell  them:  It's 
growing,  and  it's  profitable." 

Hon  doesn't  have  the  business  to 
itself.  Toronto-based  CFM  Majestic 
has  been  burning  up  the  track  in 
Canada.  Its  stock  has  more  than 
doubled  (to  a  recent  $13  a  share)  in 
the  two  years  since  it  first  went 
public.  Two  major  acquisitions  of 
U.S.  fireplace  companies  have  boost- 
ed sales  at  the  ten-year-old  firm  to  an 
estimated  $200  million  this  year. 
Although  CFM  has  recently  had  trou- 
ble integrating  one  of  those  acquisi- 
tions, Chief  Executive  Colin  Adam- 
son  says  the  company  is  on  the  right 
track.  "This  is  a  long-term  growth 
market,"  he  says — and  the  numbers 
bear  him  out.  ■■ 
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ere  you  want  to  go 

on  the  Internet? 
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Sun  Microsystems.  We're  driving  the  revolution  of  using  Internet  technologies  for  a  competitive 
<Fjg£s^      advantage  in  your  business.  A  proven  leader  and  innovator,  we  provide  the  hardware  and  software  that 
Java     make  the  Internetwork.  And  there's  no  better  example  than  our  Java™  technologies  that  have  taken  the 
world  by  storm.  Experts  in  network  security,  we  make  sure  your  data  doesn't  fall  into  the  wrong  hands.  And  we've 
established  helpful  services  like  the  Sun™  Internet  Associates™  program  for  end-to-end  Internet  solutions.  Not  to 
mention  our  ongoing  partnerships  to  meet  your  total  business  needs.  So  don't  just  look  for  a 

company  that  talks  about  the  Internet,  look  for  one  that  can  take  you  there  safely  and  easily.  Sun.  ^^IJI/Y\/ 
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Glass  ceilings  for 
women?  Nobody 
told  these  high-tech 
entrepreneurs. 


of  the 


By  Nina  Munk  and  Suzanne  Oliver 


Valley 


To  IDENTIFY  social  trends,  ignore  the 
chatter  in  the  media  and  instead 
follow  the  money.  The  media  repeat 
endlessly  that  there  is  a  glass  ceiling 
keeping  women  from  rising  beyond 
middle  management  in  the  business 
world.  If  that  ceiling  is  so  solid,  how 
to  account  for  the  following? 

Five  years  ago  prestigious  venture 
capitalists  rarely  received  proposals 
from  women  starting  high-technolo- 
gy businesses.  Today  Patricia  Cloher- 
ty,  president  of  New  York  City-based 
venture  capital  firm  Patricof  &  Co., 
says  that  15%  of  the  new  business  pro- 
posals she  gets  come  from  women.  At 
San  Francisco-based  venture  capital 
outfit  Weiss,  Peck  &  Greer  Venture 
Partners,  5  of  the  40  companies  in  its 
portfolio  have  female  chief  executives. 
"There  are  more  ladies  out  there  than 
I  have  seen  in  20  years,"  says  Frank 
Bonsai,  a  founding  partner  at  New 
Enterprise  Associates,  one  of  venture 
capital's  hottest  houses. 

"In  the  tech  industry  people  don't 
care  how  old  you  are,  what  color  you 
are  or  what  sex  you  are."  That  comes 
from  Christina  Jones,  who  cofounded 
Austin,  Tex.'s  Trilogy  Development 
Group  (Forbes,  June  3),  and  then 
founded  her  own  pcOrder.com,  Inc. 
Only  27  years  old,  Jones  has  built  a 
database  for  computer  resellers  that 
tracks  prices  and  specifications  of  more 
than  150,000  hardware  and  software 
products.  Half  of  her  60  employees 
are  women. 

In  Palo  Alto,  Calif,  electrical  engi- 


neer Maureen  Lawrence  is  building  a 
new  generation  of  data  networking 
equipment. 

A  Palo  Alto  neighbor,  Mary  Ann 
Byrnes,  turned  submarine  recognition 
technology  into  a  business  that  dis- 
connects hijacked  cellular  phones. 

In  San  Francisco  Lounette  Dyer  is 
writing  complex  data-mining  software 
to  help  companies  refine  their  market- 
ing efforts. 

Why  are  so  many  women  making  it 
big  in  high-techland?  Explains  Byrnes: 
"There  is  more  mobility  [in  high-tech 
companies]  because  there  isn't  a  man 
with  20  years'  experience  in  line  for 
the  job  ahead  of  you." 

The  evidence  bears  her  out.  Because 
things  change  so  fast  in  high-tech 
businesses,  new  opportunities  open 
faster  there  than  in  older  lines  of  work. 
"Slow  growth  inhibits  change," 
declares  Donna  Dubinsky  in  response 
to  our  question.  "Our  business  is 
growing  so  fast  that  competency  is  all 
that  matters.  We're  dying  to  hire  more 
good  people."  Dubinsky's  Palm  Com- 
puting, bought  by  U.S.  Robotics  a 
year  ago,  makes  the  Pilot,  that  snazzy 
electronic  organizer. 

Women  already  own  one-third  of  all 
the  country's  businesses  and  are  open- 
ing new  companies  at  twice  the  rate  of 
the  general  population.  But  often 
these  are  one-woman,  home-based 
firms.  They  represent  only  16%  of  the 
nation's  business  revenues.  Out  in 
techland  it's  different:  Here  women 
are  starting  and  running  companies 


that  are  not  small  businesses  in  most 
senses  of  the  word. 

There  is,  of  course,  one  significant 
barrier  to  entry  into  high  tech,  and  it 
has  little  to  do  with  gender:  education. 
Maureen  Lawrence  was  one  of  only 
three  women  in  her  undergraduate 
electrical  engineering  program  at  the 
University  of  Lowell  in  1970.  In  1994 
Lawrence,  now  48,  was  named  chief 
executive  of  Palo  Alto- based  White- 
tree,  which  hopes  to  challenge  IBM 
and  3Com  for  a  piece  of  the  network- 
ing hardware  market. 

You  won't  find  a  lot  of  English  Lit. 
or  French  majors  among  these  pio- 
neers. Of  the  30  women  we  inter- 
viewed, 14  studied  computers,  math, 
engineering  or  biophysics  as  under- 
graduates. Seven  hold  M.B.A.s,  and  5 
have  advanced  degrees  in  computers 
or  engineering.  That  already  sets  them 
apart,  since  women  represent  only 
1 6%  of  bachelor  degrees  in  engineer- 
ing and  35%  in  math  and  computer 
science. 

Other  than  a  lot  of  education,  what 
do  these  women  have  in  common? 
Their  parents  were  often  entrepre- 
neurial role  models  and  usually  heaped 
lots  of  responsibility  on  their  daugh- 
ters. Deborah  Coleman,  who  runs 
$156  million  (sales)  Merix  Corp., 
cared  for  her  younger  brother,  who 
was  severely  crippled  with  spina  bifida. 
As  the  eldest  of  six  kids,  she  learned 
about  teamwork — and  competition. 

When  Marcia  Radosevich's  father 
died,  her  moriier  didn't  know  how  to 
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'twenty  who  matter 

1.  Katrina  Garnett,  35 
CrossRoads  Software 

B.S.,  Industrial  Engineering, 

ate  U.  of  N.Y.;  M.B.A.,  Webster  U, 
Tired  of  15 -hour  days  at  Sybase,  she 
used  her  husband's  millions  and  the 
backing  of  angel  investors  to  start  her 
own  software  firm. 

2.  Lounette  Dyer,  35 

Cogit  Corp. 

B.S.,  Comp.  Sci./Math,  Western 
Michigan  U.;  Ph.D.,  Comp.  Sci.,  Caltech 
Proof  that  music  and  math  use  the  same 
side  of  the  brain:  played  timpani  profes- 
sionally at  age  14. 

3.  Cheryl  Vedoe,  43 

Tenth  Planet  Explorations,  Inc. 

B.A.,  Math,  Wheaton; 

M.B.A.,  Northeastern  U. 

After  Apple,  Sun  Microsystems  and  DEC, 

she  enjoys  serving  die  education  market: 

"It  has  meaning  beyond  just  die  job." 

4.  Stephanie  DiMarco,  39 

Advent  Software* 
B.S.,  Business,  UC  Berkeley 
Wanted  to  be  a  money  manager,  but 
could  only  get  a  job  as  a  secretary  or  a 
financial  analyst.  So  started  Advent;  her 
stake  is  now  worth  $45  million. 

5.  Pamela  Lopker,  42 

QAD  Inc. 

B.A.,  Econ./Math,  UC  Santa  Barbara 
Sudden  fame  as  the  richest  self-made 
woman  on  The  Forbes  Four  Hundred 
has  been  great  for  business,  but  also 
forced  her  to  get  an  unlisted  number 
and  dump  vanity  license  plates. 

6.  Susan  Buchanan,  44 

Aurum  Software* 

B.A.,  Speech  Therapy; 

M.S.,  Comp.  Sci.,  Kansas  State  U. 

After  teaching  speech  to  handicapped 

kids,  she  switched  to  computer  science 

because  it  was  less  emotional. 

7.  Marlene  McDaniel,  47 

Wire  Networks,  Inc. 

B.A.,  Psychology,  UC  Berkeley 

Her  job  is  to  squeeze  a  profit  out  of  the 

Women's  Wire  Web  site.  Impossible? 

Not  to  her:  Only  4-foot-9'^-inches  tall, 

she  plays  a  mean  game  of  basketball. 


*  Denotes  public  company. 


8.  Katherine  Hammer,  51 

Evolutionary  Technologies  International 
B.A.,  English;  Ph.D.,  Linguistics, 
U.  of Iowa 

Encourages  employees  to  be  brutally 
honest  with  her:  "Women  have  thicker 
skin  than  men." 

9.  Mary  Coleman,  42 

Aurum  Software* 
College  dropout 

Got  her  education  on  the  job:  At  one 
electrical  engineering  firm  she  simulated 
nuclear  meltdowns. 

10.  Donna  Dubinsky,  41 

Palm  Computing,  U.S.  Robotics* 
B.A.,  History,  Yale;  M.B.A.,  Harvard 
Between  running  a  business  and  raising 
a  child  she  has  no  time  to  shop;  buys 
everything  by  catalog;  orders  groceries 
on-line. 

11.  Kim  Polese,  34 

Marimba,  Inc. 

B.S.,  Biophysics,  UC  Berkeley 
Burns  off  stress  of  launching  a  business 
through  dance — jazz  and  ballet — three 
times  a  week. 

12.  Ellen  Pack,  31 

Wire  Networks,  Inc. 
B.A.,  Economics;  M.B.A.,  Columbia 
Forced  by  venture  capitalist  to  hire 
older  chief  executive  (see  Marlene 
McDaniel,  above)  to  run  Internet  site 
firm  she  founded — and  says  she's  glad 
for  the  guidance. 

13.  Christina  Jones,  27 

pcOrder.com,  Inc. 

B.A.,  Economics,  Stanford 

Also  cofounder  Trilogy  Development. 


Didn't  study  engineering,  but  compen- 
sates by  reading  ten  computer  trade 
magazines  a  week. 

14.  Heidi  Roizen,  38 

Apple  Computer* 

B.A.,  English;  M.B.A.,  Stanford 

Despite  lacking  a  technical  education, 

started  T/Maker  Software  at  age  25; 

sold  it  for  $20  million.  Now  lobbies 

programmers  to  write  Apple-compatible 

software. 

15.  Robin  Curie,  46 

Evolutionary  Technologies  International 
B.S.,  Business/Communications, 
U.  of  Kentucky 

Had  to  sit  in  hallway  as  male  boss  pre- 
sented her  plan  to  spin  off  ETI,  but  now 
she  runs  the  operation  with  Kay 
Hammer  (see  above). 

16.  Susan  Lammers,  38 

Headbone  Interactive 

B.A.,  English,  Stanford 

Bill  Gates  thought  she  should  put 

Microsoft  above  all  else.  She  wanted  a 

more  integrated  life. 

17.  Mary  Ann  Byrnes,  40 

Corsair  Communications 
B.A.,  Economics,  Wellesley; 
M.B.A.,  Harvard 

Credits  her  success  in  part  to  her  hus- 
band: "I  couldn't  do  this  if  he  didn't 
cook  dinner  every  night." 

18.  Judith  Lange,  51 

Caps  Productions,  Inc. 
College  dropout 

Determined  to  accept  no  barriers  to 
success,  she  once  followed  male  col- 
leagues to  the  men's  room  so  she 
wouldn't  miss  a  word. 

19.  Adele  Goldberg,  51 

Neometron,  Inc. 

B.A.,  Math,  U.  of  Michigan; 

Ph.D.,  Comp.  Sci.,  U.  of  Chicago 

The  elder  statesman  of  female  high-tech 

entrepreneurs.  Also  cofounded  Parc- 

Place  Systems.*  Her  advice:  Never  ask  if 

you're  capable  of  the  task — just  do  it. 

20.  Maureen  Lawrence,  48 

Whitetree,  Inc. 

B.S.,  Physics,  Engineering,  U.  of 
Toledo;  M.S.,  Electrical  Engineering, 
U.  of  Lowell 

Recognized  as  a  talent  by  venture  capi- 
talists who  recruited  her  to  get  this 
startup  off  the  ground. 
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drive  a  car  or  balance  a  checkbook.  So 
Marcia,  then  13,  took  over  the  family 
finances  and  the  care  of  her  three 
younger  siblings  while  her  mother 
opened  a  crafts  store  in  Iowa.  Today 
the  younger  Radosevich  is  chief  exec- 
utive of  hpr,  a  $30  million  publicly 
traded  health  care  software  firm  in 
Cambridge,  Mass. 

Have  these  women  sacrificed  family 
life?  Most  successful  people  make  sac- 
rifices; certainly  these  women  have  had 
to  compromise.  CrossRoads  Software 
founder  Katrina  Garnett  takes  her 
2 -year-old  daughter  on  business  trips 
to  Europe.  The  kid  is  too  young  to 
get  much  out  of  that  kind  of  travel, 
but  at  least  she  sees  a  lot  of  her 
mother. 

During  her  1995  IPO  roadshow, 
Stephanie  DiMarco,  chairman  of 
Advent  Software,  a  $35  million  (sales) 
company,  had  no  choice  but  to  leave 
her  husband  and  small  son  at  home. 
That  she  was  seven  months'  pregnant 
made  the  trip — covering  35  cities  in 
three  weeks — even  more  exhausting. 
Now  she  leaves  the  office  by  6  p.m. 
most  days.  Then,  after  putting  her  two 
children  to  bed,  it  is  back  to  work  in 
her  home  office. 

There  are  no  three-month  materni- 
ty leaves  for  these  women.  Susan 
Buchanan,  cofounder  of  Aurum  Soft- 
ware, took  one  day  off  for  the  birth  of 
each  of  her  two  children.  "I  felt  like  my 
priorities  were  all  wrong,"  she  recalls. 
"But  we  were  building  a  company." 

Juggling  as  they  do  career,  family 
and  community  obligations,  these 
women  tend  to  empathize  with 
employees  who  are  in  the  same  boat. 
So  it  is  no  surprise  that  women-owned 
firms  are  more  likely  than  the  average 
U.S.  firm  to  offer  flexible  schedules 
and  other  perks  that  make  it  a  bit 
easier  to  juggle  family  and  business. 

"I  had  two  children  [when  I  was] 
at  Microsoft  when  no  one  else  had 
kids,"  says  Susan  Lammers,  who  quit 
the  software  powerhouse  to  start  edu- 
cational software  company  Headbone 
Interactive.  She  says  she  didn't  feel 
comfortable  leaving  work  to  pick  up 
her  son  from  preschool  or  to  take  her 
children  to  the  doctor.  She  located 
Headbone  just  five  minutes  from  her 
son's  school  so  she  wouldn't  miss 
things  like  the  Thanksgiving  party 
and  the  school  play.  She  put  a  toy  box 
outside  her  office  for  her  children  and 


for  her  employees'  children,  who  are 
often  seen  playing  in  the  halls  of 
Headbone's  Seattle  offices.  Lammers' 
6-year-old  son,  who  tests  all  Head- 
bone's  software,  has  become  familiar- 
ly known  as  Captain  of  Research. 

Financial  success  allows  these 
women  luxuries  that  most  working 
moms  can  only  dream  of — chief 
among  them,  lots  of  help  at  home. 
Typical  is  Penny  Herscher,  chief  exec- 
utive of  Simplex  Solutions,  a  software 
startup,  and  mother  of  two  young 
children.  She  employs  a  nanny,  a  gar- 
dener, a  housekeeper  and  is  in  the 
market  for  a  cook.  "I'm  damned  if 
I'm  going  to  do  the  chores,"  says  she. 
"I'm  not  prepared  to  compromise  my 
time  with  the  kids." 

Is  Silicon  Valley  a  totally  level  play- 
ing field  for  men  and  women?  No. 
Marcia  Radosevich  recalls  that  one 
venture  capitalist  she  approached 
when  starting  hpr  asked  whether  she 
planned  to  have  children,  implying 
that  her  company  might  take  a  back- 
seat to  her  family.  But  none  of  the 
women  we  spoke  to  felt  she  was  held 
back  by  such  old-fashioned  attitudes. 
"I've  certainly  been  in  a  sales  situation 
where  being  a  woman  makes  it  hard 
to  get  in  the  door,"  says  Pamela 
Lopker,  founder  of  software  maker 
QAD  and  the  richest  self-made  woman 
on  The  Forbes  Four  Hundred.  How 
does  Lopker  deal  with  such  a  situa- 
tion? "I  send  in  a  man.  I'm  not  here 


to  fight  the  establishment,"  she  says. 

These  women  don't  walk  around 
with  chips  on  their  shoulders,  nor  are 
they  out  to  change  the  world.  They 
want  to  build  successful  lives  and 
careers,  and  they  are  fortunate  to  be  in 
an  industry  that  lets  them  do  so. 


To  TRACK  DOWN  our  leading 
Women  of  the  Valley,  we  scoured 
trade  magazines  and  interviewed 
dozens  of  venture  capitalists  and 
executives  at  big  technology 
companies.  After  paring  our  list, 
we  interviewed  some  30  female 
technology  entrepreneurs,  20  of 
whom  traveled  to  San  Francisco 
for  a  group  photograph.  This 
group  is,  of  course,  only  a  small 
subset  of  the  women  who  are 
making  it  big  in  high  tech  these 
days.  A  subset  of  that  subset 
follows:  profiles  of  seven 
women,  each  of  whom  followed 
a  different  path  to  success  in 
computers  and  technology. 


Judith  Estrin 

Cofounder,  president  and  chief 

executive,  Precept  Software 

"I  went  into  life  assuming  I  could  do 
whatever  I  wanted." 

Meet  Judith  Estrin's  family  and 
you'll  know  why  she  never  doubted 
her  abilities.  Her  father,  Gerald, 

|  Judy  Estrin  at  work 
|  She  founded  her 
Ej  first  high-tech 
company  at  age 
26.  She's  now 
on  startup 
number  three. 
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Katrina  Garnett 
brings  her  daughter, 
Morgan,  to  a 
company  meeting 
In  the  last  three 
months,  Morgan 
has  accompanied 
her  mother  to 
Germany,  France 
and  Holland. 
She's  too  young 
to  absorb 
European  culture, 
but  it's  nice 
to  be  close 
to  her  role  model. 


chaired  the  computer  science  depart- 
ment at  the  University  of  California  at 
Los  Angeles  for  six  years.  Her  mother, 
Thelma,  was  one  of  the  first  women  in 
the  U.S.  to  receive  a  doctorate  in  elec- 
trical engineering.  Estrin's  sister  Deb- 
orah has  a  Ph.D.  in  computer  science 
from  MIT.  Her  other  sister,  Margo,  is 
a  physician. 

Judy  Estrin,  born  the  middle  child, 
is  the  family  entrepreneur.  She  earned 
a  B.S.  in  math  and  computer  science 
at  UCLA,  added  a  master's  in  both 
electrical  and  computer  engineering  at 
Stanford,  and  in  1981,  at  age  26, 
cofounded  a  network  routers  business, 
later  taking  it  public  as  Bridge  Com- 
munications. In  1985  Estrin  merged 
Bridge  with  3Com  for  stock  worth 
about  $235  million.  Three  years  later 
Estrin  got  $15  million  in  venture  cap- 
ital backing  to  start  Network  Com- 
puting Devices  with  her  husband, 
William  Carrico.  By  the  time  Estrin 
and  Carrico  stepped  down  in  1994, 
NCD  was  a  $144  million  (sales)  public 
company. 

Now  41,  Estrin  is  working  on  her 
third  startup.  Precept  Software, 
based  in  Palo  Alto,  Calif,  can  broad- 
cast, in  "real  time,"  a  chief  execu- 
tive's annual  speech  or  a  training 
video  on  every  employee's  Windows- 
run  PC.  The  idea  isn't  new,  but  Pre- 
cept has  figured  out  how  to  use  com- 
pressed audio  and  video  stream 
without  clogging  the  company's 
intranet.  Precept  only  started  ship- 
ping in  June,  but  already  sales  for 


1996  are  expected  to  exceed  $1  mil- 
lion. Customers  include  Hewlett- 
Packard  and  Stanford  University. 

William  Elmore,  a  founding  partner 
of  Menlo  Park,  Calif  -based  Founda- 
tion Capital,  is  backing  Precept  and 
explains  why:  "Rare  is  the  technical 
wizard  who  can  think  strategically  and 
run  a  business.  Bill  Gates  and  Larry 
Ellison  have  that  talent.  So  does  Judy 
Estrin."  Cisco  Systems  seems  to  think 
so,  too.  It  owns  9%  of  Precept.  But 
Estrin  isn't  the  sort  to  let  her  backers 
walk  away  with  the  lion's  share.  She 
and  her  husband  own  35%.  "For  the 
first  company  [I  started]  it  took  six 
months  to  raise  the  money.  The 


second  time  it  took  six  minutes.  This 
time  the  venture  capitalists  came  to 
us."  Estrin  serves  on  the  boards  of 
Rockwell  International,  Federal 
Express  and  Sun  Microsystems. 

Katrina  Garnett 
Founder  and  president, 
CrossRoads  Software 

At  35,  Garnett  seems  to  have  captured 
the  holy  grail  of  modern  women — 
she's  a  successful  mother  (daughter 
Morgan  is  2),  wife  (husband  Terry  is 
a  venture  capitalist)  and  entrepre- 
neur— while  still  maintaining  a  set  of 
flawlessly  manicured  nails.  Impeccably 
put  together  in  an  Armani  suit,  a 
Carrier  watch  and  meticulously 
arranged  hair,  Garnett  could  pass  for 
an  advertising  model.  In  fact,  she  is  an 
engineer  by  training,  an  entrepreneur 
by  vocation. 

Armed  with  an  engineering  degree 
from  SUNY  and  an  M.B  A.  from  Web- 
ster University  in  Switzerland,  Garnett 
started  at  Oracle  in  1986,  left  in  1990 
for  Sybase  and  at  the  age  of  33  was 
managing  a  $150  million  division  of 
300  engineers  developing  complex 
database  products. 

"In  the  fall  of  1994  I  had  three 
products  to  deliver,"  recalls  Garnett. 
"In  October  it  was  the  replication 
server,  in  November  it  was  my  daugh- 
ter and  in  December  it  was  the  high- 
end  application  server."  Garnett  asked 
Sybase  to  install  mothers'  rooms  for 
pumping  breast  milk.  The  company 
complied,  but  Garnett,  exhausted 


Susan  Lammers  with 
sons  Wally  and 
Thomas 
Fed  up  with 
Microsoft's  work- 
over-kids  attitude, 
Lammers  started 
her  own  software 
company  and 
located  her  office 
five  minutes  from 
her  kids'  school 
so  she  can  pop 
in  for  class 
parties  and  plays. 
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from  working  15  hour  days  and  con- 
fined by  the  monotony  of  corporate 
life,  left  to  start  her  own  business.  "I 
felt  like  a  rat  on  a  wheel,"  she  explains. 
This  spring,  she  and  her  husband 
cashed  in  stock  options  from  Sybase 
and  Oracle  worth  $1.5  million.  Then 
Garnett  raised  another  $2  million 
from  private  investors  to  found  Cross- 
Roads  Software  in  San  Mateo,  Calif. 

CrossRoads  is  aptly  if  ambitiously 
named.  Garnett  aims  to  make  it  easier 
to  build  bridges  between  incompati- 
ble software  applications — and  allow 
these  bridges  to  be  reused  when  appli- 
cations are  upgraded.  "Today  cus- 
tomers pay  through  the  nose  for  inte- 
gration between  applications  like 
manufacturing,  sales  force  automation 
and  human  resources.  Then,  when 
you  upgrade  the  software,  those  inte- 
grations break,"  says  Garnett.  She  has 
penned  deals  with  large  software 
applications  vendors  and  hopes  to 
start  shipping  product  next  fall. 

Susan  Lammers 
Founder  and  president, 
Headbone  Interactive 

Not  everybody  in  the  software  world 
is  born  a  techie.  After  graduating  from 
Stanford  in  1980,  Susan  Lammers 
went  to  Paris,  where  she  began  an 
unfinished  novel,  then  wandered  to 
Alaska,  where  she  lived  with  two  men 
in  a  tent  and  worked  insulating  houses 
in  the  bush.  At  Ortho  Books,  in 
1984,  she  edited  gardening  and 
woodworking  books,  which  led  to 
Microsoft,  where  she  spent  five  years 
in  multimedia  publishing. 

There  she  managed  the  startup  of 
Encarta,  the  CD-ROM  encyclopedia. 
She  then  went  to  Corbis,  Bill  Gates' 
private  multimedia  company,  where 
she  was  director  of  on-line  editorials. 
By  1993  Lammers  was  working  12 
hours  a  day,  with  two  young  children. 
"I  felt  constrained  by  the  system,"  says 
Lammers.  "They  wanted  work  and 
family  separated,  but  I  wanted  them 
integrated — like  the  family  farm  of  the 
agricultural  age." 

With  $500,000  from  Microsoft 
options  and  $4  million  from  private 
investors,  Lammers  started  her  own 
software  company:  Headbone  Inter- 
active. At  her  firm,  employees  can 
work  flexible  hours  and  bring  their 
children  to  the  office. 

With  eight  educational  CD-ROM 


titles  on  the  markets,  Seattle-based 
Headbone  now  has  revenues  of  about 
$2  million.  Her  eclectic  background 
shows  in  her  oddball  tides:  Elroy  Hits 
the  Pavement,  Infinity  City  and 
Pantsylvania.  Headbone,  whose  prod- 
ucts are  distributed  by  industry  leader 
Broderbund,  is  off  to  a  running  start. 

Lammers,  38,  is  in  a  tough,  crowd- 
ed business,  but  she  hopes  to  repeat 
the  successes  of  other  women  in  edu- 
cational software — like  ex-teacher  Jan 
Davidson,  who  recently  sold  David- 
son &  Associates  to  cue  Internation- 
al for  $1  billion,  and  LucasArts 
Entertainment  alum  Shelley  Day, 
who  just  sold  her  Humongous  Enter- 
tainment to  GT  Interactive  for  an  esti- 
mated $76  million. 


Lounette  Dyer 

Gofounder  and  chief  technology 

officer,  Gogit  Corp. 

The  daughter  of  a  barber  and  a  facto- 
ry worker  in  the  blue-collar  town  of 
Muskegon,  Mich.,  Dyer  was  the  first 
member  of  her  family  to  attend  col- 
lege. An  accomplished  percussionist, 
at  age  14  she  played  marimba  and 
timpani  professionally.  She  was  also  a 
brilliant  math  student,  but  so  back- 
ward was  her  small  public  high  school 
that  her  tenth-grade  typing  teacher 
chided  her  for  dropping  his  class  to 
take  a  college -level  calculus  course  at 
a  nearby  community  college.  "When 
you  graduate  from  high  school,"  he 
scolded,  "you'll  be  able  to  make  good 
money  typing." 


She  ignored  his  advice.  After  earn- 
ing a  B.S.  in  computer  science  and 
mathematics  (with  a  minor  in  music) 
from  Western  Michigan  University, 
Dyer  got  a  Ph.D.  in  computer  science 
from  the  California  Institute  of  Tech- 
nology. "Once  I  eliminated  academia 
as  a  career  choice,  there  was  no  ques- 
tion that  I  would  start  my  own  firm," 
says  Dyer,  who  lives  in  a  San  Francis- 
co loft.  But  first  she  needed  some 
work  experience. 

She  wrote  software  at  Xerox  spinoff 
ParcPlace  Systems,  Greenwich  Capital 
and  Teradata  before  cofounding 
HyperParallel  Inc.  in  1994.  The 
young  software  firm  was  soon  para- 
lyzed by  an  unwieldy  equity  structure. 
In  June  1996  Dyer  quit  to  cofound 
her  second  company,  this  time  with 
Robert  Flynn,  whom  she'd  met  at 
Teradata. 

Their  San  Francisco-based  Cogit 
Corp.  writes  so-called  data  mining 
software,  which  uses  complex  algo- 
rithms to  uncover  patterns  in  massive 
corporate  databases.  Potential  cus- 
tomers include:  Bank  of  America  and 
BellSouth. 

Though  Dyer  is  only  35,  her  repu- 
tation in  Silicon  Valley  is  established. 
"When  she  called,  it  took  me  about  a 
nanosecond  to  decide  to  back  her," 
says  Ruthann  Quindlen  of  Institu- 
tional Venture  Partners,  whose  firm 
gave  Dyer  $1  million  for  a  stake  in 
Cogit.  A  second  venture  capital  firm, 
New  Enterprise  Associates,  has 
chipped  in  another  $1  million. 

2  Mathematician 

o 

I  Lounette  Dyer  talks 
5  algorithms  with 
colleagues 
She  resisted  her 
high  school 
teacher's  advice 
to  become 
a  typist. 
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Donna  Auguste 
works  her 
mobile  office 
She  is  grateful 
for  a  high  school 
program  that 
promoted  careers 
in  science. 
"It  was 

instrumental," 
she  says. 


Donna  Auguste 

Cofounder,  chairman  and  chief 
executive  officer, 
Freshwater  Software 

When  she  headed  a  group  of  engineers 
who  helped  create  Apple's  Newton, 
Auguste  threw  a  curveball  at  the  pre- 
dominately white,  male  group:  She 
hired  a  handful  of  women  and  minori- 
ties. She  claims  that  forced  the  team  to 
think  in  new  ways.  "By  introducing 
and  encouraging  different  ideas,  you 
can  catalyze  a  group  to  come  up  with 
fantastic  results  that  no  individual 
could  come  up  with  alone,"  she  says. 

Now  38,  Auguste,  who's  of  Creole 
heritage,  has  a  chance  to  test  her  ideas 
at  her  own  firm,  Boulder,  Colo. -based 
Freshwater  Software,  which  she  runs 
with  partner  John  Meier,  a  colleague 
from  Apple  and  US  West.  Freshwater's 
primary  product  is  called  SiteScope;  it's 
a  program  that  monitors  Web  sites  for 
errors  and  problems  and  then  reports 
them  to  Web  masters  and  system 
administrators. 

Born  in  Louisiana,  Auguste  grew 
up  in  Berkeley,  Calif,  where  her 
mother  worked  as  a  waitress,  a  conve- 
nience store  cashier  and  a  telephone 
operator.  Enrolled  in  an  experimental 
high  school  program  to  encourage 
girls  and  minorities  to  go  into  the  sci- 
ences, Auguste  went  on  to  earn  a 
degree  in  electrical  engineering  and 
computer  science  from  the  University 
of  California  at  Berkeley.  Impatient 
with  academia,  she  dropped  out  of  a 
computer  science  Ph.D.  program  at 
Carnegie-Mellon.  Still  impatient,  she 


moved  from  jobs  at  IntelliCorp.  to 
Apple  and  US  West  before  raising 
money  from  venture  capitalists  to  start 
on  her  own. 

Susan  Buchanan 
Cofounder  and  executive 
vice  president,  Aurum  Software 
Mary  Coleman 
Chief  executive  officer, 
Aurum  Software 

Susan  Buchanan,  44,  knew  little  about 
computers  when  she  graduated  magna 
cum  laude  with  a  degree  in  speech 
therapy  from  Kansas  State  University 
in  1973.  But  she  needed  to  use  a 
computer  for  a  summer  job  and 
turned  for  help  to  a  computer  profes- 


sor. Impressed  by  her  aptitude,  he 
asked  her  to  teach  a  programming 
course.  "I  was  only  about  two  chap- 
ters ahead  of  my  class  in  the  book," 
she  recalls.  But  she  caught  the  com- 
puter bug  and  went  on  to  earn  a 
master's  degree  in  computer  science. 

Jobs  followed  at  Data  General, 
Hewlett-Packard,  Unify  and  Informix. 
Then  Buchanan  recognized  a  chal- 
lenge. Her  customers  were  asking  for 
a  better  off-the-shelf  program  to  auto- 
mate sales.  Now  a  sales  executive  her- 
self, Buchanan  was  having  trouble 
keeping  track  of  customer  accounts. 
The  perfect  program  would  prioritize 
sales  calls;  integrate  sales,  customer 
service  and  billing  databases;  and  be 
easily  tapped  into  by  mobile  salespeo- 
ple using  laptops. 

In  1990  Buchanan  and  her  hus- 
band, David,  an  engineer,  launched 
Aurum  Software.  In  1993  the 
Buchanans  named  Mary  Coleman, 
42,  chief  executive.  "We  wanted  to  be 
a  $200  million  public  company,  and 
we  needed  professional  management 
to  do  it,"  says  Buchanan.  Coleman, 
also  trained  as  a  computer  program- 
mer, had  been  vice  president  of  mar- 
keting at  McData  Corp.  before  join- 
ing Aurum.  Coleman  got  interested  in 
electronics  through  her  love  of  music. 
As  a  teenager,  she  played  the  electric 
guitar  and  subscribed  to  magazines 
like  Byte  and  Electronic  Design. 
Aurum,  with  sales  of  $26  million, 
went  public  last  month  and  doubled 
in  its  first  day  of  trading.  B 


The  backseat 
of  a  car  is  as  good 
an  office  as  any  for 
Mary  Coleman  (left) 
and  Susan 
Buchanan 
Sensing  she 
needed  a 
marketing  pro 
heading  her  firm, 
cofounder 
Buchanan  brought 
in  Coleman  as 
Aurum  Software's 
chief  executive. 
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First  investment  grade 
rated  securitization  of  future 
long  distance  payments 


k  BankersTrust 


Financial  Advisor  & 
Sole  Placement  Agent 


SECURITIZATION 


Telefonos  de  Mexico, 
S.A.  de  C.V. 


$280,000,000 


Unique  insights  stem  from  unique  knowledge. 
Knowledge  that  often  comes  from  long-term, 
committed  relationships.  This  was  the  case  with 
Bankers  Trust  and  Telefonos  de  Mexico,  S.A.  de  C.V. 
(Telmex),  Mexico's  premier  telecommunications 
provider.  It  was  our  long-standing  relationship  that 
allowed  us  to  understand  and  anticipate  Telmex's 
need  to  raise  capital  by  arranging  a  short-term 
financing  solution  that  was  both  cost-effective  and 


quickly  executed.  More  importantly,  it  was  our  relationship  that  allowed  us 
to  uncover  a  market  opportunity  that  others  had  not  yet  anticipated.  Our 
extensive  structured  finance  expertise,  our  insight  into  the  international 
capital  markets  and  an  understanding  of  our  clients'  objectives  enabled  us 
to  creatively  structure  this  deal.  The  combination  of  the  investment  grade 
rating,  short-term  maturity  and  desirable  yield  made  the  securitization  very 
attractive  to  a  large  group  of  investors.  So  attractive,  in  fact,  that  although 
the  transaction  was  initially  sized  at  $200  million,  market  appetite  was  so 
strong  that  it  allowed  Telmex  to  increase  the  size  of  the  financing  to 
$280  million.  We  welcome  the  opportunity  to  discuss  how  we  can  develop 
equally  innovative  solutions  to  your  financial  challenges. 


k  BankersTrust 


Architects  of  Value 


ration  and  its  affiliated  companies. 


As  products  get  smaller,  smarter  and  more  portable, 
Japan's  TDK  gets  bigger  and  bigger. 

TDK  inside 


By  Neil  Weinberg 

The  action  in  the  hit  film  Eraser 
revolves  around  a  small  optical  disk 
loaded  with  plans  to  sell  a  new  secret 
weapon.  The  optical  disk  is  real.  It  is 
one  of  a  new  generation  of  CD- 
Recordable  (cd-r)  devices  made  by 
Japan's  TDK  Corp. 

As  Japanese  business  struggles  to 
revive  itself,  TDK  stands  out  as  one  of 
the  few  companies  where  sales  and 
profits  are  booming.  Where  many 
other  Japanese  firms  struggled  to 
establish  themselves  in  consumer 
markets,  TDK  focused  its  energies 
elsewhere.  Let  Sony,  Matsushita  and 
Pioneer  make  consumer  products. 
TDK  would  supply  the  high-tech 
innards  they  all  needed,  plus  the  tapes 
they  used  in  abundant  quantities. 

The  CD-R  disk  that  starred  in 
Eraser  allows  nontechies  to  load  an 
encyclopedia's  worth  of  data  or  74 
minutes  of  music  or  video.  With  CD- 
R  drive  prices  plunging  to  $600, 
TDK's  disk  sales  are  hot.  From  14  mil- 
lion this  fiscal  year  they  will  rise  to  70 
million  disks  in  fiscal  1998,  predicts 
UBS  Securities. 


Best  known  as  a  top 
maker  of  audio-  and 
videotapes,  TDK  makes 
esoteric  components 
unfamiliar  even  to 
many  techies — fer- 
rite  deflection 
yokes  for  TVs  and 
computer  moni- 
tors, magneto- 
resistive  (mr) 
reading  and 


TDK's  tiny 
products 
Portable 
phone  and 
other  electron- 
ics makers  pack 
in  TDK  devices 
by  the  hundreds 
to  make  their 
products  lighter, 
brighter  and 
more  powerful. 


A  better  picture 


TDK  sales 


Magnetic 
materials 


Recording 
media 


Semiconductors 
and  related 
products 


Figures  represent  percentages  of  $2.7  billion 
in  revenues  for  six  months  through  September. 


Source:  TDK 


Known  as  a 
maker  of  audio- 
and  videocas- 
sette  tapes,  TDK 
actually  earns 
over  three-quar- 
ters of  its  rev- 
enues from  mag- 
netic heads,  PC 
cards  and 
dozens  of  other 
electronic 
devices. 


TDK  President 
Hiroshi  Sato 
He  eagerly  awaits 
digitized  recorded 
media. 


recording  heads  for  computer  hard 
disk  drives.  Noriko  Old,  a  Morgan 
Stanley  analyst  in  Tokyo,  points  out 
that  the  money  in  electronics  is  no 
longer  in  end  products  but  in  com- 
ponents. So  let  others  put  their 
names  on  the  boxes  consumers  see. 
TDK  prefers  to  hide  inside,  where  the 
profits  are  better. 

At  a  time  when  many  Japanese 
electronics  firms  are  still  muddling 
through  a  recession,  TDK's  sales  rose 
18%  in  yen  terms  from  a  year  earlier, 
to  the  equivalent  of  $2.7  billion  in 
the  six  months  through  Sept.  30.  Its 
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operating  margin  was  1 1 .4%,  double 
Sony's  5.4%  and  treble  Matsushita's. 
Earnings  on  its  New  York  Stock 
Exchange  adrs  (recent  price,  63 K) 
will  be  $3.73  this  year,  predicts  UBS 
Securities'  Yoshiharu  Izumi. 

TDK  processes  basic  materials  like 
ferrite  and  ceramics  into  tiny  devices 
and  adds  the  high-performance  cir- 
cuits that  make  electronic  gadgets 
lighter,  brighter  and  more  powerful. 

"Fundamentally  we're  a  maker  of 
materials  which  has  adcied  production 
technology  to  get  into  the  compo- 
nent business,"  explains  President 


Hiroshi  Sato,  an  engineer  who  joined 
TDK  in  1952,  when  the  firm  had 
fewer  than  200  employees. 

TDK  earns  about  20%  of  its  rev- 
enues turning  out  ferrite  and  mag- 
netic materials  that  go  into  virtually 
all  of  today's  PCs  and  home  electron- 
ics. TDK's  ferrite  deflection  yoke 
cores,  for  example,  are  wrapped 
around  cathode -ray  tubes  to  control 
the  scanning  lines  of  large-screen  and 
high-definition  TVs. 

TDK  became  the  world's  top 
vendor  of  magneto-resistive  heads 
when  executives  recognized  that  the 


key  to  packing  more  data  storage 
capacity  into  smaller  products  lay  in 
making  heads  that  can  read  bits  of 
data  packed  ever  more  densely  onto 
hard  disks.  But  TDK  lacked  the  semi- 
conductor design  know-how  to  make 
such  products. 

It  was  then  that  TDK  demonstrated 
it  did  not  suffer  from  the  not-invent- 
ed-here  syndrome.  Swallowing  its 
pride,  in  1989  TDK  bought  Tustin, 
Calif.-based  Silicon  Systems  Inc.,  a 
maker  of  specialty  semiconductors, 
including  those  used  for  hard-disk 
heads.  TDK  then  worked  out  a  deal 
with  IBM,  which  held  key  MR-head 
patents,  and  became  the  market's  top 
outside  supplier. 

Today's  MR  heads  read  data  packed 
at  up  to  1.3  gigabits  per  square  inch 
of  hard  disk.  Sometime  over  the  next 
few  years  TDK  and  others  will  intro- 
duce MR  heads  that  can  read  data 
stored  at  up  to  10  gigabits  per  square 
inch.  This  will  dramatically  cut  PC  size 
and  weight  and  increase  storage 
capacity.  If  TDK  can  maintain  its  posi- 
tion, it  will  reap  handsome  rewards. 

President  Sato  says  TDK  is  eagerly 
preparing  for  the  day  when  con- 
sumers chuck  audio-  and  videocas- 
sette  tapes  for  digitized  recorded 
media.  TDK  already  makes  digital-age 
products,  such  as  CD-R  disks  and  the 
audio  MiniDisc,  and  is  ready  to  make 
multimedia  DVD  digital  videodisks  as 
soon  as  demand  picks  up. 

Another  booming  market  where 
TDK  is  strong:  the  tiny  capacitors,  fil- 
ters, transformers  and  coils  packed  by 
the  hundreds  into  portable  phones, 
camcorders  and  PCs.  TDK  is  the  top 
supplier  of  high-capacity  multilayer 
ceramic  capacitors,  which  are  popular 
for  regulating  electricity  in  many 
products.  One  breakthrough  enabled 
TDK  to  cut  costs  and  increase  capaci- 
ty by  replacing  palladium  with  nickel. 

Having  learned  to  design  semi- 
conductors from  Silicon  Systems,  TDK 
sold  the  company  to  Texas  Instru- 
ments in  July  for  $575  million.  It 
turned  a  nice  capital  gain  and  kept  a 
communications  products  unit  that 
makes  credit-card-size  PC  modem, 
local  area  network  and  flash  memory 
cards,  as  well  as  set-top  satellite  and 
cable  TV  tuners.  More  innards  for  the 
electronic  products  of  the  future. 
More  profits  for  this  forward-looking 
Japanese  company.  £H 
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You're  taking  up  cigars.  You  have  to  store 
the  darned  things. 

Have  you  seen 
my  walk-in 
humidor? 


By  Suzanne  Oliver 

Young  men  and  surprisingly  large 
numbers  of  young  women  are  light- 
ing up  on  golf  courses,  at  cigar  bars 
and  at  lavish  dinners  where  cigars  are 
served  on  silver  trays  between  each 
course.  According  to  the  Cigar  Asso- 
ciation of  America,  sales  of  premium 
cigars  are  up  64%  this  year.  Many 
cigar  mail-order  houses  have  been 
sold-out  of  their  most  expensive 
cigars  for  months. 


Well,  guess  what.  Americans  can't 
just  do  something.  They  have  to  buy 
gadgets  to  go  with  it.  "My  humidor 
sales  are  up  80%,"  marvels  William 
Fader,  owner  of  six  tobacco  stores  in 
the  Baltimore  area.  He  says  hell  sell 
at  least  700  this  year,  for  $300  to 
$600  apiece. 

At  those  prices,  every  woodworker 
in  America  wants  a  piece  of  the 
action.  At  the  1991  Retail  Tobacco 


Dealers  of  America  trade  show,  there 
were  5  humidor  makers.  This  year 
there  were  102. 

"I've  never  seen  anything  like  it," 
enthuses  David  Parkinson,  vice  pres- 
ident of  sales  for  the  Eureka  division 
of  Taunton,  Mass.  silversmith  Reed 
&  Barton.  Eureka,  maker  of  jewelry 
boxes  and  silverware  chests,  resumed 
selling  humidors  in  October  1995 
after  discontinuing  that  business 
seven  years  ago.  It  has  since  sold 
almost  100,000  at  retail  prices 
between  $175  and  $2,250. 

The  old-line  humidor  makers — 
Elie  Bleu,  Davidoff,  Dunhill  and  Nat 
Sherman — turn  up  their  noses  at 
these  upstarts.  "Everybody  who  ever 
cut  a  piece  of  wood  now  makes 
humidors,"  sniffs  Joel  Sherman,  pres- 
ident of  New  York  tobacco  dealer 
Nat  Sherman  and  author  of  A  Pas- 
sion for  Cigars. 

Walk  into  Nat  Sherman's  clubby, 
paneled  Fifth  Avenue  store  in  New 
York  City,  and  proprietor  Laurence 
Sherman,  Joel's  son,  will  show  you 
rows  of  French-made  humidors 
gleaming  with  20  coats  of  lacquer 


Where  there's  smoke  there's  sales 


Millions  of  premium  cigars  sold  in  the  U.S. 


Humidors  for  all  seasons 
Clockwise  from  top  left: 
Dunhill  s  take  on  a  Christopher 
Wren  town  house  ($14,000); 
Davidoff 's  briefcase  humidor 
($1,200);  traditional  Davidoff 
mahogany  humidor  ($2,900); 
and  Nat  Sherman's  New 
England  humidor  ($4,500). 


White  Owl  and  Hav-A-Tampa  are  out  of  fashion, 

but  sales  of  imported  premium  cigars  just  keep  climbing. 
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It's  terrific 
on  salads,  great 

on  pasta,  and 
makes  one  heck 
of  a  fire. 


We  believe  that 
most  property 
loss  can  be  pre- 
vented. But  that 
means  looking  for 
risk  in  some  un 
likely  places.  Take  veg- 
etable oil  in  plastic  bot- 
tles. Conventional  wis- 
dom has  been  that  ware- 
housing this  very  high 
flashpoint  liquid  present- 
ed no  more  of  a  hazard 
than  storing  ordinary 
combustibles.  Yet  tests 
conducted 
through  our 


ownership  ^ 


board  to  the 
liquid,  the  fire 
was  uncontrol- 
lable. Our  strat- 
egy uses  quick 
response  sprin- 
klers spaced  closer 
together  to  suppress 
the  fire  in  its  earliest 
stages.  This  solution  is 
easy  to  implement  and 
uses  the  sprinkler  piping 
and  water  supplies  nor- 
mally in  place  at  grocery 
warehouses.  Plus,  it 
doesn't  in- 
terfere with 
fUB      normal  mate- 


of  Factory  Mutual  rials  handling.  The  truth 


Research  revealed  that 
even  sprinkler  systems 
arranged  for  high  hazard 
commodities  could  not 
control  fires  of  this  type. 
Once  heated  by  the  fire 
in  their  cardboard  pack- 
aging, the  bottles  leaked 
and  the  preheated  veg- 
etable oil  burned  with  the 
intensity  of  a  flammable 
liquid.  And  once  the  fire 
spread   from   the  card- 


is,  this  is  but  one  example 
of  how  we  never  stop 
looking  at  commodities 
and  the  hazards  they 
pose.  In  fact,  for  over 
150  years,  we've  never 
stopped  asking  the 
difficult  questions  that 
lead  to  the  solutions  our 
clients  need  to  minimize 
risk.  Even  if  that  means 
looking  in  places  as  sur- 
prising as,  yes,  a  salad. 


1996  Allendale  Mutual  Insurance  Co..  PO  Box  7500.  Johnston.  Rhode  Island.  02919 


This  year,  the  nation 's  20  largest  discount 
brokers  were  surveyed  in  nine  separate  categories: 


Trading  Costs 
Breadth  of  Products 
Mutual  Fund  Offerings 


Automation 
Extra  Services 
Extra  Costs 


Responsiveness 
Account  Statements 
Staying  Out  of  Trouble 


Based  on  surveys  conducted  by  SmartMoney,  the  Wall  Street 
Journal  Magazine  of  Personal  Business,  1994,  1995,  &  1996 


Our  Comprehensive  Scope  of  Services  Includes: 

l  Access  to  over  5,000  mutual  funds 


The  largest  selection  of  mutual 
funds  without  transaction  fees 
(over  900  and  growing) 

No-Load/Low-Load  Annuity  and 
Life  Insurance  Buying  Service 
(over  500  products) 


On-line  trading  discounts 
through  ComputerPATHSM 
and  PATH  On-LineSM  ($25 
per  trade  up  to  1 ,250  shares 
or  20  per  share  over  1,250 
shares,  $25  minimum) 

No  Annual  Fee  IRA  and  QRP 


PLEASE  call  for  free  reprints  of  the  SmartMoney  surveys 
and  for  information  about  our  investor-oriented  services. 

(800)431-3500 


The  West  Coast's 
First  Discount  Broker 
Continuous  Service 
Since  1973 


SIPC 


Open  24  hours, 
7  days  a  week 
for  order  execution 
and  personalized 
service 


Jack  White,  President 


Cheap  chic 

"Tupperware  is  one  of  the  best  humi- 
dors there  is,"  says  Joel  Sherman. 


and  inlaid  ebony.  Prices  range  from 
$375  for  a  small  leather  model  that 
holds  25  large  cigars  to  $9,000  for 
the  Ultimate  Humidor,  which  looks 
like  a  piece  of  living  room  furniture 
and  holds  1,000  fat  Churchill-size 
cigars. 

At  the  nearby  Dunhill  store  you 
can  buy  humidors  that  look  like  town 
houses  and  Gothic  churches,  all  made 
of  extravagant  inlaid  wood  and 
designed  by  David  Linley,  famed 
English  furniture  maker  and  nephew 
of  Queen  Elizabeth  II.  Price: 
$14,000.  A  Davidoff  humidor  in  lac- 
quered macassar  ebony  with  a 
gaboon  mahogany  interior  and  a 
300-cigar  capacity  goes  for  $6,010. 

Want  to  one-up  your  cigar-smok- 
ing friends?  Nat  Sherman  will  build  a 
walk-in  humidor  in  your  home,  with 
exotic  woods  and  carved  columns. 
Just  the  thing  to  place  between  wine 
cellar  and  your  shotgun  cabinet. 
Price:  $12,000  and  up. 

Billionaire  Alfred  Lerner,  chairman 
of  credit  card  company  MBNA 
(Forbes,  Oct.  14),  shuns  such  display. 
A  cigar  smoker  since  he  was  18,  he 
converted  a  basement  bathroom, 
adding  shelves  to  store  cigars  in  their 
original  boxes.  "It's  nothing  fancy," 
he  says.  "Plain  white  tile,  a  humidifi- 
er that  hangs  from  the  ceiling  and  a 
drain  in  the  floor." 

Most  expensive  humidors  have  a 
humidity  gauge.  But  this  high-tech 
apparatus  draws  disdain  from  the  tra- 
ditionalists. "Just  feel  the  cigar  with 
your  fingers,"  scoffs  Joel  Sherman. 
He  adds:  "You  know,  Tupperware  is 
one  of  the  best  humidors  there  is." 

High  tech  or  low  tech,  the  cigar 
mania  rolls  on.  "Our  distributor  says 
the  trend  will  last  five  to  seven  years," 
says  Eureka's  Parkinson,  knocking  on 
wood.  ■ 
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JacRWhite  &  Company 

9191  Towne  Centre  Dr.,  2nd  Floor  •  San  Diego,  CA  92122 


To  those  who  view  world  class  automobiles,  boats,  and  homes  with  discriminating  taste, 
the  words  "duPont  REGISTRY"  ring  as  poetry.  For  thirteen  years,  the  name  duPont 
REGISTRY  has  been  synonymous  with  buyers  and  sellers  in  an  elite  marketplace.  The 
REGISTRY  is  used  by  people  in  the  know,  Hollywood  actors,  pro  athletes  and  the 
worlds  top  executives — many  of  whom  have  unlimited  resources  but  limited  time. 
The  duPont  REGISTRY  is  a  gallery  of  fine  automobiles,  a  gallery  of  fine  homes  and  a  gallery  of  fine  boats, 
rhree  distinct  publications  targeting  qualified  buyers  in  a  rich,  full-coloi  format.  #1llX^Vl'l4 
It's  a  stage  set  for  buyers  and  sellers  in  an  exclusive  marketplace.  U.UJL  vf  Ml. I 

The  duPont  REGISTRY:  the  only  name  you  need  to  know. 


(800)  233-1731 


REGISTRY 

What's  in  a  Name?  Plenty! 


A  Buyers  Gallery  of  Fine  Automobiles — Call  us  for  assistance  in  buying  or  selling  your  collectible  or  exotic  automobile. 
A  Buyers  Gallery  of  Fine  Boats — Call  us  for  a  referral  to  a  Broker  who  can  place  your  boat  in  our  next  issue. 
A  Buyers  Gallery  of  Fine  Homes — Call  us  for  a  referral  to  a  Realtor  who  can  place  your  home  in  our  next  issue. 
Subscribe  Today — Starting  at  $29.95  for  a  one-year  subscription.  Call  for  current  package  discounts  and  special  offers. 


ADVERTISEMENT 


>    we've  got  a  value  package 
i  above  anything  the  competition 

Thomas  R.  Gee,  President 
McCoy  Sales  Corporation 

Tom  Gee  and  his  partner  John  Niemi  have  built 
McCoy  Sales  Corporation  into  one  of  the  fastest- 
growing  distributors  of  fluid-connector  components 
in  the  Rocky  Mountain  region. 

As  a  Parker  distributor,  McCoy  is  part  of  the  world's 
largest  network  for  selling  and  servicing  motion- 
control  components  and  systems. 


With  Parker  Hose  Doctor  "  mobile  service,  McCoy  Sales  Corporation  helps 
keep  vital  hydraulic  systems  on  diesel  engines  and  equipment  operating  at 
Vail,  Beaver  Creek  and  other  resorts  throughout  Colorado. 


replacement  part  right  off  the  shelf,  to  keep  a  backhoe 
or  a  factory  machine  up  and  running.  They  avoid  down- 
time without  the  expense  of  keeping  replacement  parts." 

The  Doctor  makes  house  calls 

"Nothing  compares  to  Hose  Doctor,"  said  John  Niemi. 
"A  24-hour  mobile  service  van  takes  our  service  right 
to  the  customer,  no  matter  where  that  customer  is. 

"Hose  Doctor  was  the  key  factor  in  our  getting  the 
contract  for  the  hoses  and  fittings  on  the  huge  diesel 
engines  used  for  backup  power  for  ski  lifts.  We  were 
the  only  outfit  which  could  send  a  trained  technician 


Each  Hose  Doctor  van  is  fully  equipped  to  make  emergency  repairs  or 
perform  customized  plumbing  for  hydraulic  systems  on  all  kinds  of  industrial 
and  commercial  machinery. 


"Big  is  good;'  Mr.  Gee  said.  "But  more  important, 
we're  part  of  the  world's  best.  With  Parker,  our  cus- 
tomers know  they're  getting  the  best  quality.  Parker 
also  has  the  most  complete  line  -  over  100,000 
different  hydraulic,  pneumatic,  and  electromechanical 
components.  We  would  have  to  take  on  numerous 
other  brands  to  equal  the  selection  of  Parker." 

Non-stop  premier  service 

"But  service  is  the  real  closer,"  added  John  Niemi. 
"With  Parker,  we've  got  an  electronic  order  entry  and 
inventory  tracking  system  that's  amazing." 

"At  4  p.m.  yesterday,  a  customer  in  Denver  called 
and  said  he  needed  a  part  delivered  to  his  factory  in 
Frederick,  Maryland  overnight.  We  entered  it  through 
our  system  and  it  was  delivered  to  the  customer's 
facility  this  morning  -  exactly  as  promised." 

"But  it  doesn't  stop  there,"  said  Mr.  Gee.  "Parker 
has  shown  us  new  ways  to  serve  customers.  At  our 
retail  Parker  Store™,  a  building  contractor  or  a  plant 
maintenance  person  can  come  in  and  pick  up  a  single 


with  parts  and  equipment  to  custom-fit  each 
diesel  unit  according  to  the  manufacturer's  rigid 
specifications!' 

Not  just  lip  service 

"A  lot  of  companies  say  they  want  to  partner 
with  customers,"  said  Gee.  "But  with  Parker,  it's  not 
just  lip  service." 

"With  Parker  quality,  the  breath  of  the  Parker  line, 
with  the  service  and  training  programs,  and  with  new 
innovations  like  the  Parker  Store  and  Hose  Doctor, 
Parker  gives  us  a  value  package  that's  far  above 
anything  the  competition  has  to  offer." 

The  secret  to  growth 

Whether  it's  high  in  the  Rockies,  or  in  midtown 
Manhattan,  Parker  and  its  distributors  go  the  extra 
mile  to  deliver  extra  value.  It's  one  more  reason  Parker 
continues  to  grow  to  new  heights,  serving  over 
300,000  customers  in  industrial  and  aerospace 
motion-control  markets,  worldwide. 


ADVERTISEMENT 


Parker  distributors  keep  things 
moving,  every  where... even  at  Vail. 


"Vail"  and  "Beaver  Creek"  are  registered  trademarks 
of  Vail  Trademarks,  Inc.  Photography  by  Jack  Affleck. 


All  over  the  world  -  hydraulic 
systems  keep  vital  machines  running, 
providing  the  power  essential  for 
modern  living. 

To  keep  things  on  the  move,  Parker 
Hannifin  has  built  the  world's  largest 
and  best-managed  network  of  distri- 
butors -  7,000  independent  business 
enterprises  committed  to  providing 
premier  service  that  enhances  per- 
formance of  our  customer's  products. 


Parker  Hannifin  Corporation 


McCoy  Sales  Corporation  in  Engle- 
wood,  Colorado  is  but  one  example. 
With  the  Parker  Hose  Doctor™ 
mobile  service,  McCoy  is  taking 
customer  service  to  new  heights 
-  7,000  feet  above  sea  level  -  to 
custom-fit  hydraulic  hoses  and  fittings 
on  giant  Cummins  diesel  engines 
used  to  supply  backup  power  for 
chair  lifts  at  Vail,  Beaver  Creek®  and 
other  ski  resorts  throughout  Colorado. 


Delivering  premier  service  in  a 
full  partnership  with  our  distributors 
is  one  more  reason  why  Parker 
has  grown  to  be  the  world  leader  in 
motion-control,  serving  over  300,000 
customers  in  industrial  and  aerospace 
markets,  worldwide. 

Write  for  our  annual  report. 
For  product  information,  call 
1-800-C-PARKER  (1-800-272-7537). 
A  Partnership  In  Vital  Technologies 

PH-NYSE 


17325  Euclid  Avenue 
Cleveland,  OH  44112-1290 
www.parker.com 


Foreign  exchange  used  to  be  one  of  the  hottest  plays, 
but  the  world  changes.  The  market  has  turned  dull, 
and  speculators  hate  dull  markets. 

Brother,  can  you 
spare  an  EMU? 


By  Rita  Koselka  and  Matthew  Schifrin 

When  George  Soros1  Quan- 
tum Fund  won  $1.5  billion  bet- 
ting against  the  Bank  of  England 
in  1992,  media  chatterers 
moaned  that  forex  traders  were 
hijacking  macroeconomic  policy. 

Boy,  how  times  have  changed. 
So  far  this  year  Soros'  $6  billion 
Quantum  Fund  is  down  around 
5%  while  the  s&P  500  is  up  20%. 

"Everyone  [on  Wall  Street]  is 
paying  huge  salaries  to  hire 
bankers  and  traders,  except 
the     foreign  exchange 
desks,  which  are  firing 
people,"   says  Scott 
Page,  a  Wall  Street 
headhunter  with 
New  York-based 
Salomon-Page 
Group  Ltd. 

In  October  hsbc  Mid- 
land's foreign  exchange  trad- 
ing operation  closed  its  New 
York  office,  firing  60  employees. 
Frankfurt-based  bhf  Bank  is 
pulling  out  of  New  York  and 
Tokyo.  Other  foreign  exchange 
brokers  are  losing  jobs  in  bank 
mergers.  Citicorp,  the  world's 
largest  foreign  exchange  trader, 
has  gone  from  39  deutsche  mark 
traders  in  17  trading  centers  eight 
years  ago  to  4  deutsche  mark  traders 
in  1  trading  room. 

Foreign  exchange  trading  volume 
is  by  no  means  dead,  running  at  $1.5 
trillion  per  day;  but  with  fewer  big 
fluctuations  than  there  once  were, 
there  is  much  less  profit  in  it.  Central 
banks  have  wised  up  and  are  working 
together  more.  "We've  seen  a  dra- 
matic convergence  in  macroeconomic 
policies  between  Europe  and  North 


America,"  says  Guy  Whittaker,  global 
foreign  exchange  manager  at 
Citibank.  The  central  bankers  are  also 
doing  a  better  job  of  keeping  the 
speculators  off  balance.  "With  the 
exception  of  Japan,  most  central 
banks  have  made  their  interventions 
more  modest  and  have  stopped  pub- 
licly targeting  exchange  rate  levels," 
says  Stanford  University's  Ronald 
McKinnon,  who  authored  a  recent 


book  on  foreign  exchange  titled  The 
Rules  of  the  Game.  "That  used  to  tell 
speculators  where  to  aim." 

The  commitment  of  European 
nations  to  a  single  currency,  the 
EMU — for  European  Monetary 
Unit — means  there  will  be  fewer  cur- 
rencies to  trade  against  each  other 
and  fewer  opportunities  to  detect 
market  misalignments.  "If  you  are 
going  to  have  three  currencies — the 
dollar,  the  yen  and  the  emu — why 
would  you  need  thousands  of  people 
to  trade  them?"  asks  Hal  Davidson,  a 
hedge  fund  manager  at  New  York's 
Regan  Partners. 

At  the  same  time,  most 
trading  operations  have 
embraced  new  technology, 
eliminating  the  need  for 
many  brokered  trades.  Five 
years  ago  13  banks,  including 
Citicorp,  joined  to  form  an 
electronic  trading  network 
called  EBS  (for  electronic  bro- 
kering system).  The  network 
allows  traders  to  view  real 
time  bid-and-offer  prices  on 
their  screens  and  to  execute 
trades  by  pressing  keys. 
Reuters  offers  a  compet- 
ing trading  system,  called 
2000-2,  which  does  virtually 
the  same  thing.  No  longer 
do  banks  need  brokers  to 
handle  ordinary  spot  transac- 
tions in  major  currencies  like 
dollars,  francs  and  marks. 

The  new  system  makes 
foreign  exchange  more  trans- 
parent for  the  customers. 
Aware  of  the  big  spreads  for- 
merly charged,  they  are  now 
more  demanding  on  price, 
driving  down  spreads  on  ster- 
ling or  marks  around  60%, 
says  Kenneth  Gettinger,  head 
of  foreign  exchange  at  Union 
Bank  of  Switzerland.  Also, 
the  typical  fee  for  a  deutsche 
mark  trade  used  to  be  $14  per  mil- 
lion; it's  now  about  $3.50. 

In  search  of  better  spreads,  foreign 
exchange  brokerage  operations  are 
offering  complex  and  sensitive  deriv- 
ative instruments  for  trading  and 
hedging.  They  are  also  focusing  more 
on  emerging  market  currencies. 
When  Wall  Street  turns  dull,  maybe 
the  speculators  will  be  looking  for  a 
new  game.  Bi 
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BY  VICTOR  WAL  KER 


Costas  Simitis,  Greece's  first  Euro- 
model  prime  minister,  can  look 
back  on  1996  with  a  certain 
itisfaction.  He  began  the  year  as  a  man  on 
le  fringes  of  power,  without  ministerial 
osition  in  the  PASOK  socialist  party 
Dvernment  and  out  of  favor  with  its  ailing 
)under,  Andreas  Papandreou.  In  January, 
"ter  ill  health  forced  Papandreou's 
•signation,  party  deputies  elected  him  prime 
linister.  In  July  he  added  the  PASOK 
residency  at  a  party  conference  after 
apandreou's  death,  and  general  elections 
i  September  gave  him  a  reduced  but 
ill  sufficient  overall  majority  in  the  300- 
;at  Parliament  for  what  should  be  a  full  four- 
aar  term. 

Theoretically,  no  head  of  government 
xild  ask  for  firmer  ground  from  which  to 


short-haul  a  lagging  economy  into,  if  not  a 
front-row,  at  least  a  more  respectable  position 
among  the  European  Union  member 
countries.  For  Greece,  this  means  meeting  the 
EU's  Maastricht  Treaty  criteria  on  deficit,  debt, 
inflation  and  interest  rates  for  participation  in 
the  next  stage  of  European  Monetary  Union, 
at  the  heart  of  which  is  introduction  of 
the  single-currency  Euro  around  the  turn 
of  the  century. 

No  one  in  Brussels  or  Athens,  beginning 
with  Simitis  himself,  expects  Greece  to  number 
among  the  elite  EU  members  meeting  the 
criteria  in  1997  for  entry  in  1999.  The 
government  sees  convergence  as  a  two-year 
"good  housekeeping"  task,  insists  that  while  the 
sacrifices  will  be  painful,  they  will  also  be  fair, 
and  targets  EMU  entry  as  part  of  the  second 
wave  of  weaker  members  in  2000  or  200 1 . 


To  criticism  from  within  PASOK  over  the 
harshness  of  the  austerity  implied  by  the 
1 997  budgetary  goal  of  cutting  the  public- 
sector  deficit  from  7.6%  to  4.2%  of  GDP  in  a 
single  year,  Simitis  rejoins:  "The  present 
problems  are  'our  children,'  because  we  did 
not  think  it  opportune  to  tighten  our  belts 
when  we  should  have."  But  by  the  end  of 
1998,  he  promises,  "we  shall  have  changed 
the  face  of  Greece." 

The  overall  aim  is  to  advance  during  the 
two  years  from  economic  stabilization  to 
self-sustained  development  and  maximum 
social  cohesion. 

Since  the  conservative  New  Democracy 
main  opposition  party  is  equally  committed 
to  convergence,  and  directs  its  criticism 
toward  the  speed  at  which  progress  is  being 
made  and  toward  the  emphasis  placed  on 
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Prime  Minister  of  Greece,  Constantine  Simitis 

raising  tax  revenues  rather  than  cutting  state 
spending  and  accelerating  the  privatization 
process,  the  only  overt  opposition  to  the 
government's  dedication  to  EMU  comes 
from  three  minor  parties  of  the  Left.  While 
these  gained  strength  in  September,  winning 
a  combined  30  seats  in  Parliament,  they 
could  pose  a  threat  to  the  government's 
majority  only  if  the  austerity  measures 


contained  in  the  1 997  budget  were  to  lead 
to  widespread  social  unrest. 

For  Simitis,  drift  is  no  longer  an  option  on 
the' economy.  For  while  the  progress  made 
over  the  the  past  two  years  has  been 
considerable,  it  has  not  been  sufficient. 
Inflation  has  been  brought  down  from  10.8% 
in  1 994  to  8.3%  in  October  but  is  still  almost 
triple  the  Maastricht  benchmark  of  3%  to 
3.4%.  The  projected  1996  public-sector 
deficit  of  around  7.6%  of  GDP  doesn't  meet 
the  Maastricht  criterion  of  3%.  The  public 
debt,  in  its  most  favorable  measurement, 
is  still  more  than  1 10%  of  GDP  -  almost 
double  the  required  60%  maximum.  And 
average  long-term  interest  rates  will  have  to 
fall  by  more  than  6  percentage  points  to 
reach  the  Maastricht  range  of  8.5%  to  8.8%. 

Also,  while  GDP  growth  rates  are  picking 
up,  with  forecasts  of  2.4%  this  year,  2.5%  next 
year  and  2.8%  in  1998,  economists  believe 
that  only  rates  in  the  area  of  4%  will  enable 
Greece  to  bring  down  unemployment  and 


The  United  Forces  Of 
Commercial  Bank  Of  Greece 


At  the  eve  of  a  new  era  COMMERCIAL  BANK  OF  GREECE  has  united  its  forces  to  cater  for  the  needs 
of  the  businesses  and  the  investors.  The  powerful  group  of  COMMERCIAL  BANK  OF  GREECE, 
with  31  subsidiaries  and  330  branches  offers  a  chain  of  intergrated  financial  services. 

Banking  &  Financial  •  Insurance  •  Investment  and  Stock  Market 
Consulting  *  Mutual  Funds  •  Leasing  •  Factoring  •  Credit  and  Guarantee  Insurance. 

Join  the  powerful  chain  of  services  offered  by  COMMERCIAL  BANK  OF  GREECE,  now. 

COMMERCIALBANK  OF  GREECE 
Powerful  for  you 

HEAD  OFFICE:  11,  SOPHOCLEOUS  STR  ,  GR  102  35  ATHENS,  GREECE  TEL:  01  -  3284717,  FAX:  01  ■  3210444 


Parliament  guards  in  national  dress 

enter  on  real  as  distinct  from  nomina 
convergence  with  the  EU. 

The  1997  budget  focuses  on  boostin 
revenues  by  new  or  increased  taxe? 
abolition  of  a  wide  range  of  exemptions  an< 
a  computer-assisted  assault  on  evasion 
Separate  legislation  will  seek  to  trim  the  siz 
and  cost  of  the  public  sector  and  increase  id 
efficiency,  as  well  as  provide  a  new  impetul 
to  the  stalled  privatization  program. 

The  priority  given  to  curbing  inflatioi 
and  interest  rates  is  underpinned  by  a  "hard 
drachma"  foreign  exchange  policy  tha 
has  brought  down  the  cost  of  debt  servicin| 
but  adversely  affected  the  manufacturing 
sector  and  tourism,  with  repercussions  01 
the  balance  of  payments.  In  the  first  si: 
months  of  1 996,  imports,  excluding  oil,  rosi 
2.4%  compared  to  the  first  half  of  1 995 
exports  fell  back  1.1%,  the  trade  defici 
widened  by  3.8%  to  US$8.92  billiot 
and  the  surplus  in  the  balance  of  invisible: 
(mainly  tourism,  shipping,  emigram 
remittances  and  EU  inflows)  was  cut  b]| 
10.6%  to  US$5.78  billion.  The  result  was  \ 
47.3%  expansion  of  the  current  account 
deficit  to  US$3. 15  billion. 

The  invisibles  figure  is  slightly  misleading 
with  respect  to  tourism,  which  for  twc 
consecutive  seasons  has  experienced  a 
decline  in  number  of  visitors  but  an  increase 
in  total  receipts  and  per  capita  expenditures 
In  the  view  of  the  Greek  National  Tourisrr 
Organization  (GNTO),  the  state  tourisrr 
board  and  the  up-market  hotel  sector,  this  ii 
an  encouraging  development  reflecting 


fie  Greek  Face  of  Technology 


Telecoms  and  Informatics  stand  at  the  summit  of  opportunity 
in  the  New  Europe.  True  to  its  heritage,  INTRACOM 
commands  the  flexible  skills  and  swift  reactions 
for  intelligent  choices  on  the  exacting  path  to  the  top. 


19.5  km  Markopoulo  Ave., 

190  02  Peania-Attika,  GREECE, 

Tel.:  +(30-1)  686-0000,  Fax:  +(30-1)  664-4379 

http:  //www. mtracom.gr 
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reduced  dependence  on  groups  and  a 
greater  movement  of  individual  travelers 
over  a  longer  season  as  well  as  more  special- 
interest  and  conference  business,  to  which 
Greece  is  now  well  equipped  to  cater. 

GNTO  General  Secretary  Vassilis 
Kourtesis,  who  scoffs  at  ambitions  to  double 
present  movement  to  20  million  visitors  a 
year,  suggests  a  ceiling  of  1 2  million.  Greece, 


he  says,  should  stop  looking  at  Spain  but 
seek  to  emulate  the  "Italian  model,"  with 
due  respect  for  culture,  tradition  and  the 
natural  environment. 

However,  the  "hard  drachma"  has 
cost  Greek  industrial  products  market 
share  both  domestically  and  abroad, 
and  unemployment  is  edging  above  the 
10%  mark. 


This  points  to  the  long-term  need  foi 
investment,  and  more  immediately  to  ar 
increased  rate  of  absorption  of  EU  funding 
for  such  major  infrastructure  projects  a: 
the  new  Athens  international  airport  anc 
metro,  highways,  bridges,  port  works  anc 
pipelines  and  distribution  networks  foi 
Russian  natural  gas. 

Greece  has  numerous  comparative 
advantages  with  which  to  tempt  foreigr 
investors:  Its  geographic  location  at  th< 
crossroads  of  three  continents,  its  EL 
membership  which  offers  industrial  produce 
immediate  access  to  the  single  market,  it; 
traditionally  good  relations  with  countries  o 
the  wider  region  of  the  Balkans,  Centra 
Europe,  the  Black  Sea  and  the  Middle  East,  icj 
rapidly  improving  communications  anc 
telecommunications  networks  and  the 
availability  of  an  adequate  and  educatec 
workforce  are  only  the  most  prominent. 

In  spite  of  this,  most  investment  in  recem 
years  has  been  for  takeovers,  expansion  oi 
modernization  of  existing  units,  with  little  jot 
creation,  rather  than  for  new  enterprisesi 
Investment  inflows  from  abroad  have  been 
sluggish,  with  the  blame  leveled  at  Greece's 
Byzantine  bureaucracy. 

Total  U.S.  investment  in  Greece  is  put  a 
around  a  billion  dollars,  corresponding 
to  one-third  of  all  foreign  investment] 
with  more  than  100  American  companie: 
providing  some  10,500  jobs.  The  U.Sj 
Embassy  identifies  main  opportunities  aj 
lying  in  shipping,  tourism  and  information 
sciences  and  notes  the  accessibility  to  the 
markets  of  Western,  Central  and  Southeas 
Europe  for  enterprises  established  in  Greece 
But  it  links  future  progress  with  the 
institution  of  durable  rules  of  the  business 
game,  less  state  intervention  in  the 
marketplace,  speedier  implementation  o 
infrastructure  projects  and  deregulation  o 
telecommunication  services  and  othe 
public-sector  monopolies. 

The  search  for  investments  has  led  the 
government  to  set  up  the  Hellenic  Cente 
for  Investments  (HQ)  under  Nikos  Skoulas 
an  energetic  former  tourism  minister  whc 
has  worked  most  of  his  life  in  the  private 
sector.  HCI  is  the  long-promised  "one-stof 
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Why  you  should 
invest  in  Greece 


Straddling  three  continents,  its  close  proximity  to  the  Middle 
East  and  access  to  the  Emerging  E?st  European  markets,  make  Greece 
a  strategic  location  for  prospective  investors.  It  offers: 

•  Some  of  the  lowest  operating  costs  in  combination  with  the  highest 
financial  incentives  in  Europe. 

•  Political  and  Social  stability  and  favourable  macroeconomic 
environment. 

•  Membership  in  the  European  Union. 

•  One  of  the  highest  rates  of  GNP  growth  in  Europe  for  1996  and  bright 
prospects  for  the  coming  years. 

•  Complete  liberalisation  of  the  investment  capital  movements. 

•  Excellent  growth  and  profit  opportunities  in  food  procesing, 
PC  Electronics,  Communications  and  Tourism. 

•  Accelerating  privatisation  plans. 

•  Skilled  and  multilingual  personnel. 

The  Greek  Government  in  an  effort  to  help  promote  international 
investment  in  Greece,  has  founded  a  public  interest  corporation  with  a 
mandate  to  seek,  inform,  encourage,  counsel  and  support  prospective 
investors  throughout  the  investment  process,  including  help  in  securing 
the  necessary  licenses.  This  powerful  institution,  that  is  committed  to 
support  and  advise  you  free  of  charge,  is  the  Hellenic  Center  for 
Investment  (  H.C.I. ). 

We  are  open  for  business 


MCI 

Hellenic  Center  for  Investment 


3,  Mitropoleos  Str.,  GR-  105  57  Athens,  Tel.:  (301)  324  2070,  Fax:  (301)  324  2079 


Integrated  Banking 
and  Financial  Services 
in  Greece 


IONIAN  BANK, 
established  In  1839  in  Corfu,  is  the  oldest  bank  in  Greece. 

Today,  IONIAN  BANK, 
with  a  widely  spread  network  of  220  branches  throughout  Greece, 

offers  effective,  high  quality  services 
in  retail,  commercial,  investment  banking  and  treasury  products. 

IONIAN  BANK 


IONIAN  ©INVESTMENTS 


IONIAN®  LEASING 


SUBSIDIARIES 

IONIAN®  FINANCE  IONIAN® HOTEL  ENTERPRISES 
IONIAN  ®MUTUAL  FUNDS 

IONIAN  ®  EDUCATION     IONIAN  ®  SECURITIES 


ATHENS:  TEL.  (01)  323  0566,  323  0702  ,FAX:  323  1422 
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Classic  style  with  a 
Modern  approach 

Sigma  Securities  couples  traditional  standards  with  contemporary 
service.  Sigma  invests  in  high  caliber  professional  staff,  quality 
research  and  state  of  the  art  communications.  Sigma  is  consistently 
rated*  among  the  top  brokerage  houses  for  its  analysis.  Sigma  is 
best  known  for  its  professional  approach,  driving  changes  in 
the  Greek  markets. 

SIGMA:  The  leading  Securities  House  in  Greece 

*  by  Euromoney,  Extel,  Global  Investor 


SIGMA  SECURITIES  S.A. 

MEM  HI  K  in    I  HE  ATHENS  STOCK  I  \<  II  \N<iI 


SIGMA  SI.Cl  IRIT1ES  S.A.:  10  STADIOU  STREET,  GR  105  64.  ATHENS,  GREECE 
'I  I.I    +  301  33  54  100,     45  674,  33  11  456,  FAX:  +  301  32  52241 
REUTERS  PAGES  ATGG-ATGH-ATGT-SSAG-SSAH. 
TELER ATE  PAGES:  17890-91-92, 
INTERNET  PAGE:  www.istos.net.gr/sigma 
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However,  for  all  its  limited  scale  in  terms  of 
the  number  and  size  of  listed  companies  and 
height  of  daily  transactions,  the  exchange 
had  no  difficulty  earlier  this 
year  in  handling  the  flotation  of  an 
8%  tranche  of  the  state-owned  Hellenl 
Telecommunications  Organization  (OTE| 
Understood  to  be  in  the  1 997  privatization 
pipeline  are  a  second  tranche  of  OTE,  part  oi 
the  Public  Petroleum  Corporation  and  som 
of  the  smaller  state-owned  banks.  AlsrJ 
disposal  of  such  nonbanking  assets  as  th 
Astir  hotel  chain  is  back  on  the  agenda  ol 
the  National  Bank  of  Greece,  the  country's 
largest  state-owned  bank.  A  similar  move  is 
under  consideration  by  the  Ionian  and 
Popular  Bank  in  relation  to  deluxe  hotels 
in  Athens  and  Rhodes,  described  by 
Chairman  and  Managing  Director  Haris 
Stamatopoulos  as  the  bank's  only  non 
financial-sector  company. 

Stamatopoulos  is  among  those  whd 
believe  that  the  government's  policy  o 
economic  stringency  will  receive  genera 
acceptance  because,  he  says,  "the  Greek 
people  are  more  mature  than  they  were  a  few 
years  ago  and  are  prepared  to  accept 
sacrifices  in  pursuit  of  medium-term  program! 
offering  significant  results  and  based  or 
obvious  goals." 

Placing  the  Ionian  Bank  "second  or  thirc 
after  the  National  Bank  of  Greece"  in  terms  oi 
activity  abroad,  he  cites  its  branch  and  twc 
representative  offices  in  Bulgaria  and  plans  tc 
step  up  activities  in  Albania  and  the  republic; 
of  former  Yugoslavia.  The  Balkans,  he  says,  arc 
among  the  world's  fastest-growing  economic 
and  are  ripe  for  introduction  of  the  wide  range 
of  new  financial  products  that  Greek  banks  arc 
well-placed  to  supply. 

As  for  the  Athens  Stock  Exchange,  Yannisj 
Markopoulos,  managing  director  of  Sigma 
Securities,  one  of  the  leading  market-makersi 
believes  it  is  "waiting  for  the  spark"  that  will  be 
provided  if  the  government  holds  firm  to  its 
reform  course. 

"With  interest  rates  falling  and  inflatior 
under  control,  I  believe  we  are  now  reaching 
the  stage  where  we  have  the  right  mix  o: 
micro-  and  macro-economic  parameters  as 
well  as  a  new  political  landscape  conducive  tc 
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steady  growth  of  the  Greek  stock  exchange," 
4arkopoulos  says. 

Business  confidence  and  the  right 
nvironment  constitute  the  economic  linkage 
pith  Greece's  "national  issues,"  essentially  a 
hatter  of  troubled  relations  with  Turkey  on 
pich  new  U.S.  initiatives  are  anticipated. 
\lready  Foreign  Minister  Theodore  Pangalos 
as  provisionally  scheduled  a  visit  to 
Vashington  for  the  end  of  January  or 
<arly  February  for  talks  with  the  new 
Clinton  administration. 


An  easing  of  tensions  with  Turkey  would 
remove  an  intangible  but  psychologically 
important  discouragement  to  new  foreign 
investment  and  also  improve  the  prospects 
for  expanding  trade  and  business  relations, 
including  joint-venture  investment,  with  the 
emerging  markets  of  the  Balkans  and  Black 
Sea  region,  frequently  described  as  Greece's 
natural  economic  hinterland. 

Much  of  this  country's  industry  is  located 
in  the  northern  provinces.  The  northern 
Greek  capital  of  Thessaloniki.  which  this  year 


acquired  its  own  stock  exchange  and  in 
1 997  is  to  become  the  seat  of  the  projected 
Black  Sea  Development  Bank,  is  developing 
steadily  into  a  major  trade  and  financial 
services  center  for  the  wider  region. 


GREECE  HAS  NUMEROUS 
COMPARATIVE  AOVANTAGES 


Its  geographic  location  at  the 
crossroads  of  three  continents 

EU  membership  which  offers  industrial 
products  immediate  access  to  the 
single  market 

Traditionally  good  relations  with 
countries  of  the  wider  region  of  the 
Balkans,  Central  Europe,  the  Black  Sea 
and  the  Middle  East 

Rapidly  improving  communications  and 
telecommunications  networks 

Availability  of  an  adequate  and 
educated  workforce 


aleokastritsa  Coastline,  Corfu  -  one  of  the  many  beautiful  tourist  destinations  Greece  has  to  offer 


The  Greek  National  Tourism  Organization  (GNTO) 
has  embarked  on  a  major  campaign  to  raise  the 
overall  standards  of  its  tourism  product. 

We  are  highlighting  our  rapidly 
improving  quality  of  service,  value  for  money, 
variety  of  activities  and  destinations,  and  our 
conference  and  incentive  travel  facilities. 

A  new  Athens  International  Airport  is 
under  construction  and  the  transport 
infrastructure  is  being  upgraded. 

The  ever  closer  relationship  between 
the  GNTO  and  the  private  sector  means 
that  Greek  tourism  is  acquiring  a  new 
image  for  the  21st  Century. 


.4      never-ending  story 

GREEK  NATIONAL  TOURISM  ORGANIZATION: 
NEW  YORK:  OLYMPIC  TOWER  645,  FIFTH  AV.,  NEW  YORK,  N  Y 
10022,  TEL  :  (212]  4215777,  FAX:  8266940  CHICAGO:  168 
NORTH  MICHIGAN  AV  /SUITE  600,  CHICAGO,  ILLINOIS  60601, 
TEL   (312)  7821084,  FAX:  7821091  LOS  ANGELES:  61  1  WEST 
SIXTH  STR  /SUITE  2198,  LOS  ANGELES,  CALIFORNIA  90017, 
TEL    (213]  6266696/9,  FAX  4899744 
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GREEK  AND  THE  NEW  EUROPE:  RN  ENTREPRENEUR'S  VIEW 


An  interview  with  Socrates  P.  Kokkalis, 
chairman  and  CEO  of  Intracom  S.A. 

At  57,  Socrates  Kokkalis  is  the  chairman  and 
majority  stockholder  of  Intracom  S.A.,  the 
dominant  telecommunications  and  electronics 
firm  in  Southeastern  Europe  and  parent  company 
to  a  dozen  subsidiaries  and  affiliates  in  Greece 
and  abroad.  A  self-made  man,  he  charms 
his  visitor  with  his  hearty  laughter  and  his 
readiness  to  engage  any  topic.  Sitting  comfortably 
in  his  office  on  the  outskirts  of  Athens,  he 
discusses  telecom  policy,  regional  politics  and 
Intracom's  plans. 

Walker:  Your  success  story  in  electronics 
is  rather  unique  in  that  one  would 
be  hard-pressed  to  relate  Greece  to  a 
billion-dollar  electronics  conglomerate. 
How  did  it  all  come  about? 

Kokkalis:  Well,  it  wasn't  easy,  I  can  tell  you 
that.  It  took  a  lot  of  effort  and  dedication 
and  all  the  heartaches  and  sleepless  nights 
that  every  entrepreneur  will  talk  about.  In  short, 
we  tried  to  foresee  demand,  took  the  risks 
and  delivered  quality  products  and  services 
that  were  timely  and  competitive  relative  to 
foreign  suppliers. 

The  fact  of  the  matter  is  that  Greece  does 
produce  excellent  scientists  and  engineers 
as  well  as  real  world-class  software  wizards, 
and  they  do  not  all  emigrate  to  the  U.S.  or 
Western  Europe!  Intracom  developed  with 
their  skills,  their  creativity  and  their  dedication. 
We  had  to  push  the  market  along,  to  prove 
again  and  again  that  we  were  for  real  and  that 
we  could  do  the  job  as  well  as  anybody.  But 
we  did  succeed  and  we  are  now  sitting  here 
talking  about  it. 


Walker:  Really,  how  difficult  is  it  to  do 
business  in  Greece?  For  sure,  you  are 
aware  of  the  perception  that  every  effort 
gets  bogged  down  in  bureaucracy  and 
that  the  rules  of  the  game  are  not  clear. 

Kokkalis:  Yes,  Greece  was  late  in  simplifying 
the  playbook  and  in  unleashing  the  powers  of 
the  private  sector  for  economic  growth.  The 
fact  now  is  that  the  government  plays  an 
increasingly  less  dominant  role  in  the  economy 
and,  as  a  consequence,  doing  business  here 
becomes  a  happier  and  more  stable  experience 
by  the  day. 

Let  me  point  out  that  after  the  end  of  the 
Cold  War,  Greece  has  become  the  focal  point 
of  a  regional  market  of  60  million  people  who 
long  for  progress  and  for  a  better  life.  This  is 
the  proverbial  second  chance  for  our  country 
and  I  do  not  think  that  anybody  is  willing  to 
blow  it  for  the  sake  of  clinging  to  the  old  ways 
of  doing  things. 

Walker:  Talking  about  deregulation, 
what  is  your  assessment  of  telecom 
deregulation  in  Europe  both  in  the  east 
and  in  the  west? 

Kokkalis:  Well,  these  are  two  separate  things 
simply  because  of  the  state  of  development  in 
the  two  regions.  In  the  west,  and  that  of  course 
includes  Greece,  the  issue  at  hand  has  to 
do  with  the  optimal  disposition  of  state  assets 
and  with  preparing  state  telcos  for  survival 
and  growth  in  the  unforgiving  world  of 
competition. 

Our  responsibility  as  manufacturers  and 
longtime  suppliers  to  OTE,  the  Greek  PTT  is  to 
assure  that  this  organization  has  the  state-of- 
the-art  infrastructure  necessary  for  effectively 
competing  in  the  new  era. 

Now,  with  respect  to  Eastern  Europe,  the 
issues  are  a  bit  more  complicated.  Telecom 
modernization  there  is  mainly  driven  by  EBRD 
and  World  Bank  programs  and  we  are  active 
participants  in  those  efforts.  But  while  basic 
infrastructures  are  developing,  access  networks 
are  still  lagging  and  debt  is  mounting.  Hence 
the  reluctance  to  privatization  and  the 
tendency  to  hold  on  to  present  structures  in 
the  hope  of  a  turnaround. 


Intracom's  initiatives  in  Eastern  Europe  take 
the  middle-of-the-road  approach.  Wherevei 
feasible,  we  embark  on  joint  ventures  with  state 
owned  companies  to  develop  niche  markets 
We  contribute  modern  infrastructures  anc 
operating  expertise  and  they,  of  course 
contribute  the  in-country  assets.  That  is  what  w« 
have  done  with  pay-phone  networks  in  Bulgarij 
and  Romania,  for  example. 

Walker:  So  now  you've  become  a  regiona 
conglomerate  that  includes  both  manu 
fai  nn  ing  and  operating  companies.  Whai 
does  the  future  hold  for  Intracom? 

Kokkalis:  Intracom  will  continue  to  grow 
along  the  dual  path  that  you  just  mentioned! 
In  Greece,  there  are  large  public-sectoil 
procurement  projects  in  the  works:  OTE,  the 
new  airport,  the  railways,  the  power  company 
And,  of  course.  Defense,  where  we  are1 
increasingly  active,  both  as  local  Prime  Industria 
Partners  for  the  large  ticket  items  and  as 
suppliers  with  our  own  products. 

In  parallel,  the  advent  of  deregulation  wil 
find  us  ready  to  roll  aggressively  as  operator; 
in  both  telecommunications  and  informatior 
sciences.  So,  the  future  for  Intracom  is  bright  and 
I  am  very  excited  by  the  opportunities. 

Walker:  Are  these  opportunities  attractivt 
to  U.S.  firms  as  well?  Is  there  something 
that  Americans  are  missing  in  the 
New  Europe? 

Kokkalis:  We  at  Intracom  are  eager  tc 
collaborate  with  U.S.  firms  on  a  number  o; 
projects  as  we  already  do  in  Defense.  Oi 
course,  I  understand  that  every  corporation,  nc 
matter  how  big,  has  a  limited  amount  o: 
resources  to  mobilize  and  consequently  has  tci 
carefully  define  efforts  of  maximum  payoff  anq 
minimum  risk  for  its  operations.  But  I  also 
believe  that  the  risk  inherent  in  doing  business 
in  Greece  and  in  our  region  has  been 
overestimated  by  the  Americans. 

We  are  familiar  and  comfortable  with  the 
regional  environment.  And  we  look  forward 
to  sharing  our  reading  of  the  marketplace  with 
American  firms  and  to  contributing  oui 
expertise  to  joint  efforts. 

Written  by  Victor  Walker,  a  freelance  writer  who 
has  lived  in  Greece  for  many  years. 

Produced  by  Adil  Jilla,  MEIAC,  U.K. 
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"Take  on  a  partner?"  scoffs  microbrewer 
Dick  Yuengling.  "I  couldn't  even  get  along 
with  my  own  father." 

Mr.  Go-it-alone 


By  Julie  Androshick 

Tucked  into  the  dreary  coal 
town  of  Pottsvilk,  Pa.,  D.G. 
Yuengling  &  Son  Brewery  went  qui- 
etly about  its  business  for  167  years, 
somehow  surviving  the  massacre  of 
small  local  brewers  by  Anheuser- 


Busch's  Budweiser  and  Philip 
Morris'  Miller.  Fifth-generation 
owner  Richard  Yuengling,  53,  perse- 
vered by  positioning  his  small  com- 
pany early  on  as  a  regional  maker  of 
specialty  beers  that  boast  of  flavors 


Dick  Yuengling,  owner  of  D.G.  Yuengling  &  Son  Brewery 

He  won't  sell  out.  He  won't  go  public.  Can  his  independent  brewery  survive? 


far  richer  than  a  Bud  or  Miller  Lite. 

When  Yuengling  took  over  from 
his  father  in  1985,  revenues  were 
only  $6  million.  He  has  since  dou- 
bled the  number  of  products  to  six, 
each  targeted  to  a  different  market. 
Yuengling's  dark  Pottsville  Brewed 
Porter,  brewed  with  carmel  and 
roasted  malt,  appeals  to  the  beer 
connoisseur,  while  Yuengling  Premi- 
um Light  is  targeted  at  the  calorie- 
conscious  crowd. 

He  introduced  new  labels  that  play 
up  the  firm's  classic  eagle  logo,  and 
highlighted  Yuengling's  status  as  the 
nation's  oldest  brewer. 

He  also  happened  to  be  in  the 
right  place  at  the  right  time.  Over  the 
last  five  years,  as  the  microbrew 
market  took  off,  barrel 
shipments  have  grown 
at  a  compound  annual 
rate  of  18.5%.  From  sell- 
ing 130,000  barrels  in 
1989,  Yuengling  will 
this  year  sell  more  than 
400,000,  making  it  the 
twelfth- biggest  brewer 
in  the  nation.  That 
should  earn  the  com- 
pany an  estimated  $1.2 
million,  aftertax,  for  a 
3%  net  margin  on  rev- 
enues of  almost  $34 
million. 

And  Dick  Yuengling 
has  become  a  local 
celebrity.  Not  long  ago, 
at  a  sports  bar  in  Read- 
ing, Pa.,  Yuengling  was 
surrounded  by  a  gaggle 
of  giggling  nurses  from 
a  nearby  hospital  who 
asked  him  to  sign  their 
brassieres. 

But  more  than  eager 
young  women  lust  for 
Yuengling  these  days.  So 
do  investment  bankers 
and  big  brewers.  "We 
can't  hide  anymore," 
sighs  Yuengling  wiith  a 
long  drag  on  his  Van- 
tage cigarette.  "We  are 
now  the  hunted." 

In  the  past  18 
months  he  has  turned 
down  distribution-for- 
equity  deals  with  Miller, 
Coors  and  Anheuser- 
Busch.   Many  of  his 
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The  sixth-generation  Yuenglings,  from  left  to  right,  Wendy,  Jennifer,  Debbie  and  Sheryl 
Dick  Yuengling  hopes  to  keep  his  brewery  in  the  family. 


In  an  1873  photo, 
Dick  Yuengling's 
great-great- 
grandfather, 
D.G.  Yuengling 
(his  hands  resting 
on  a  cane),  is 
surrounded 
by  brewery  workers 
After  167  years, 
it's  time 
to  go  national. 


peers  have  sold  out — Latrobe  Brew- 
ing to  Interbrew's  Labatt;  Redhook 
Ale  Brewery  to  Anheuser-Busch  (a 
25%  stake);  and  Jacob  Leinenkugel 
Brewing  to  Miller.  But  Yuengling 
wants  to  leave  his  company  to  the 
sixth  generation  of  Yuenglings,  his 
four  daughters.  Partners?  "I  couldn't 
get  along  with  my  own  father,"  he 
says.  "So  how  could  I  get  along  with 
a  partner?" 

Is  Yuengling  being  foolish?  "I  hope 
they're  not  too  big  for  their  britch- 


es," says  a  concerned  Robert  Wein- 
berg of  industry  consultant  R.S. 
Weinberg  &  Associates.  "It's  a  tough 
business." 

Tough,  indeed.  Sales  growth  for 
specialty  brews  like  Yuengling  is  slow- 
ing. At  publicly  traded  Pete's  Brew- 
ing Co.,  which  markets  Pete's 
Wicked  Ale,  net  income  in  the  latest 
quarter  fell  46%  from  the  same  period 
in  1995.  At  Boston  Beer  Co.,  maker 
of  Samuel  Adams,  sales  growth  has 
flattened  and  the  stock  is  off  65% 


from  its  November  1995  high. 

Meanwhile,  the  big  boys  are 
moving  into  making  specialty  beers. 
Miller,  for  instance,  has  created  a  divi- 
sion called  Plank  Road  Brewery, 
whose  products  are  so  labeled  as  to 
seem  to  come  from  a  small  brewer. 

At  the  moment  Yuengling  is  essen- 
tially a  Philadelphia-area  product,  but 
the  owner  wants  to  take  it  national, 
moving  region  by  region.  To  do  this 
he  needs  a  lot  more  capital  than  he 
has  got. 

Since  he  doesn't  want  a  partner 
and  doesn't  want  to  go  public, 
where's  he  going  to  get  capital? 
"Well,  if  there  were  a  type  of  agree- 
ment we  could  reach  where  we 
would  have  control,  then,  yes,  but 
they  can't  seem  to  get  that  into  their 
heads.  They  want  control  over  you." 

A  man  with  old-fashioned  values, 
Yuengling  is  wary  of  debt;  his  firm  is 
virtually  debt-free.  He  pinches  pen- 
nies, too.  He's  always  on  the  prowl 
for  used  equipment,  and  has  on 
occasion  gotten  irate  when  he  spots 
mail  with  a  32 -cent  stamp  destined 
for  a  wholesaler.  Why  couldn't  one 
of  his  drivers  drop  the  letter  off 
when  delivering  beer? 

While  competitors  Pete's  Brewing 
and  Boston  Beer  each  spend  some 
$60  a  barrel  on  advertising  and  pro- 
motion, Yuengling  makes  do  with  $2 
a  barrel. 

He  pretty  much  depends  on  word- 
of-mouth  by  such  seriously  devoted 
fans  as  Michael  Holobetz,  a  mobile- 
home  salesman,  who  confesses: 
"When  I  travel,  I  take  two  cases  [of 
Yuengling]  as  carry-on  luggage." 

Yuengling  has  gone  so  far  as  to  hire 
a  right-hand  man,  James  Helmke, 
who  worked  at  Labatt  for  nine  years. 
The  pair  is  on  the  prowl  for  an  addi- 
tional brewery,  but  naturally  they 
want  something  cheap.  One  possibil- 
ity is  the  ailing  Jones  Brewing  Co.  in 
Smithton,  Pa.,  which  has  a  125,000- 
barrel  capacity. 

Dick  Yuengling  disregards  all  the 
warnings  about  the  danger  of  going 
it  alone  in  an  industry  dominated 
by  behemoths.  "Everyone  wants  to 
buy  you  or  take  you  public,"  he 
says.  "They  don't  understand  this  is 
a  small  family  business.  It's  not  for 
sale." 

Brave  words?  Or  famous  last 
words?  Time  will  tell.  SB 
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Merrill  Lynch 

on  the  value  of 
long-term  bonds. 


With  time — and  only  time — can  a  company  build 
the  fundamental  foundation  for  success  in  the  - 
Asia  Pacific  Region:  long-term  personal  relationships, 
based  on  absolute  trust.  Over  more  than  30  years, 
Merrill  Lynch  has  established  contacts  and  nurtured 
associations  throughout  the  region.  From  this  history 
have  come  bonds  that  cannot  be  bought  and  cannot 
be  done  without.  For  in  the  Asia  Pacific  Region,  as  in 
the  rest  of  the  world,  trust  makes  all  the  difference. 
The  difference  is  Merrill  Lynch. 


1996  Merrill  Lynch  &  Co.,  Inc 


Merrill  Lynch 

A  tradition  of  trust. 
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snce  has  figured  out  how  to  take 
the  ordeal  out  of  visits  to  the  doctor. 


assages 
while  you  wait 


By  Michelle  Conlin 

Visiting  the  sumptuous  Canyon 
Ranch  spa  in  the  Berkshire  Hills  of 
Massachusetts,  Rina  Spence  reveled 
in  the  aromatherapy,  herbal  wraps, 
fresh  flowers  and  smiling  attendants. 
"Why  can't  going  to  the  doctor  be 
like  this?"  she  asked  herself. 

Why  not,  indeed?  In  1994  Spence 
left  her  job  as  head  of  $68  million 
(revenues)  Emerson  Hospital  in  Con- 
cord, Mass.  with  the  idea  of  making 
visits  to  the  doctor  more  patient- 
friendly.  Thus  was  born  Spence 
Center  for  Women's  Health,  a  chain 
of  clinics  offering  both  traditional 
medicine  and  spa  therapies.  Her  three 
Boston  clinics  provide  everything 
from  mammography  to  massage. 
With  $9.8  million  of  investor  back- 
ing, Spence,  48,  plans  to  open  her 


fourth  clinic  in  Chevy  Chase,  Md. 
next  March.  Barely  two  years  old, 
Spence  Center  will  do  over  $2  mil- 
lion in  revenues  this  year. 

Women's  health  is  a  hot  area  for 
venture  capitalists  and  entrepreneurs. 
Women  spend  two  out  of  every  three 
health  care  dollars,  and  these  promot- 
ers figure  they  can  get  a  big  share  of 
the  business  by  sugarcoating  the  pill. 
Like  other  promoters,  Spence  hired 
predominantly  female  doctors,  but 
she  didn't  stop  there.  While  reading 
the  patient  questionnaire  at  Emerson 
Hospital,  Spence  learned  that  most 
people  are  unhappy  with  health  care 
because  of  little  things  like  dust  balls 
in  the  examining  room,  overcooked 
food  from  the  hospital  kitchen  and 
long  waits  in  reception  areas. 


"It's  like  the  airlines,"  says  Spence. 
"If  your  tray  table  is  dirty,  you  auto- 
matically think  there's  something 
wrong  with  the  engine,  too." 

Using  Spence's  airlines  analogy, 
visiting  the  Spence  Center  off  Har- 
vard Square  in  Cambridge,  Mass.  is 
like  flying  first  class  rather  than 
economy.  Customers  are  greeted  by 
name,  reception  counters  are  topped 
by  fresh  bouquets,  bottled  water 
and  bowls  of  roasted  soybeans.  A 
free  phone  and  fax  machine  are 
available.  Honey-colored  halogen 
and  incandescent  lights  supplant  the 
standard  doctor's  office  fluorescent. 
Patients  don  plush  cotton  robes 
instead  of  paper  johnnies.  They  sip 
herbal  tea  and  dawdle  in  a  boutique 
where  Kiehl's  facial  products  are 
among  the  items  for  sale.  Spence 
inspects  the  examination  rooms  and 
straightens  pictures  that  don't  even 
look  askew. 

Okay,  but  who  pays  for  the  glitz? 
Since  most  of  its  clients  are  in  man- 
aged care  programs,  Spence  Center  is 
reimbursed  an  average  of  $82  for  an 
initial  examination,  while  clinic  over- 
head brings  the  cost  to  $122. 

She  hoped  the  moneylosing  exam- 
inations would  build  traffic  for  the 
high-margin  $65  massages  and  $75 
Chinese  herbal  treatments  offered  by 
the  clinics. 


Rina  Spence, 
founder 

of  Spence  Center 
for  Women's  Health 
Her  three  medical 
clinics  for  women 
offer  frills  like 
plush  cotton 
robes,  herbal  tea 
and  massage 
treatments. 
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Pampered  patients 
at  Spence  Center 
Less  than  two 
years  old, 
Spence  Center 
already  logs  in 
3,000  patients 
a  month  at  its 
three  Boston 
locations. 


She  was  disappointed.  While  traffic 
was  heavy  at  her  three  Boston  clin- 
ics— on  average  3,000  patients  per 
month — the  patients  weren't  in  a 
free-spending  mood. 

Back  to  the  drawing  board.  Spence 


cut  back  chiropractic  and  muscular 
therapy  but  added  high-margin  med- 
ical specialties  covered  by  insurance, 
such  as  cardiology  and  bone-density 
testing,  which  she  had  previously 
referred  elsewhere.  Spence  was  sure 


that  the  heavy  traffic  the  clinics  gen- 
erate would  create  demand  for  such 
services. 

This  strategy  clicked.  A  year  ago 
65%  of  revenues  came  from  money- 
losing  primary  care.  Now  only  49%  of 
revenues  do,  with  32%  from  lucrative 
specialty  services  and  19%  from 
highly  profitable  spa  services.  After 
opening  the  first  Spence  Center  on 
Charles  Square  in  Cambridge  in  May 
1995,  she  opened  two  more  Boston- 
area  clinics  in  1996. 

Despite  the  shift  to  higher-margin 
business,  Spence  Center  will  probably 
lose  $2.1  million  in  1996.  Spence's 
business  plan  aims  for  each  clinic  to 
become  profitable  in  its  second  year 
of  operation.  This  means  the  Cam- 
bridge operation  should  break  even 
by  March  1997. 

Spence  doesn't  spend  much  time 
at  Canyon  Ranch  anymore.  When  she 
wants  to  unwind,  she  walks  across 
Charles  Square  to  her  Cambridge 
center,  climbs  onto  the  massage  table 
and  lets  her  mind  dwell  on  the  expan- 
sion prospects.  Hi 
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Is  this  a  movie  rerelease  or  a  religious  event? 


I  ike  Sky  walker  is  back. 
Let  us  pray. 


Here  they  come 
again:  Chewbacca, 
Han  Solo  and  the 
rest  of  the  crew 
The  three  Star 
Wars  films  are 
readied  for  the 
communicants  to 
reexperience. 


"It's  a  chance  for  us  to  go  to  a 
galaxy  far,  far  away,"  explains  Sam 
Haddad  solemnly.  New  York  City- 
based  Haddad  Apparel  is  one  of  the 
manufacturers  granted  a  merchandise 
license  for  the  theatrical  rerelease  of 
Lucasfilm  Ltd.'s  legendary  Star  Wars 
trilogy,  to  be  distributed  by  Twenti- 
eth Century  Fox  early  next  year. 

"It  could  be  the  biggest  thing 
we've  ever  done,"  exclaims  Haddad, 
who  estimates  that  he  can  sell 
$50  million  (wholesale)  worth  of 
kids'  jackets  and  other  apparel  plas- 
tered with  the  images  of  Luke  Sky- 
walker,  Darth  Vader,  Han  Solo  and 
Princess  Leia. 

The  prospect  has  Haddad  drool- 
ing, and  he's  not  the  only  one.  The 


movies  will  probably  take  in 
$100  million  at  the  box  office  and 
could  net  twice  that  in  merchandis- 
ing, including  profits  from  a  huge 
promotional  tie-in  deal  with  PepsiCo. 

Of  course,  that's  not  the  way  the 
Lucas  people  want  you  to  think 
about  Star  Wars.  They  want  you  to 
think  about  it  much  more  reveren- 
tially— as  a  kind  of  American  myth 
about  the  triumph  of  good  over  evil. 
This  is  what  the  closely  guarded 
$20  million  ad  campaign  for  the  films 
will  be  saying:  Experience  these  films, 
and  you  will  take  away  life  lessons — 
and  wisdom!  This  is  important. 

Clearly  Lucas  is  out  to  build  long- 
term  value  for  his  icon.  First  off,  he 
has  ruled  that  the  rerelease  should 
never  be  referred  to  as  "the  rere- 
lease," which  connotes  exploitation. 
It  is  to  be  known  as  Star  Wars  Trilo- 
gy, Special  Edition,  since  Lucasfilm 
and  Fox  have  spent  $10  million  to 
$15  million  restoring  the  quality  of 
the  faded  original  prints,  digitizing  all 
three  films  and  adding  special  effects 
and  scenes.  For  instance,  Jabba  the 
Hutt,  the  grotesquely  evil  blob  from 
the  third  film,  now  appears  in  the  first 
film  as  originally  scripted  but  never 
included. 


"They  pounded  into  us  that  the 
integrity  of  all  this  is  the  single  most 
important  thing,"  says  one  licensee. 
"They  said,  'This  doesn't  belong  to 
us — it  belongs  to  the  people.'  They 
really  believe  that."  Finally,  after  an 
all-day  meeting,  the  big  moment 
arrived:  George  Lucas  entered. 
"When  he  came  out  on  stage,"  recalls 
another  licensee,  "there  was  real  adu- 
lation— like  a  deity  had  appeared." 

No  question,  a  tie-in  with  Lucas  is 
a  valuable  asset.  Topps  Co.,  Inc.,  the 
trading  card  company  that  has  made 
fistfiils  of  cash  on  Star  Wars  cards,  has 
the  license  to  produce  the  Official 
Star  Wars  20th  Anniversary  Com- 
memorative Magazine.  The  initial 
print  run  is  scheduled  to  be  500,000 
copies,  most  of  which  it  expects  to 
sell  on  the  newsstand  at  $6.95  a  copy. 
Already  letters  from  the  expectant 
faithful  are  pouring  in.  "I'm  amazed 
how  many  we  get  quoting  Yoda," 
says  editor  Bob  Woods. 

Yoda,  for  those  who  may  not 
recall,  is  the  pointy-eared,  hokum- 
spouting  gnome  given  to  utterances 
like:  "Try  not.  Do.  Or  do  not.  There 
is  no  try."  Which  is  hard  to  argue 
with,  but  can  probably  be  said  much 
more  clearly  in  plain  English.  "I  can't 
tell  you  how  many  people  write  in 
telling  us  what  effect  this  saying  has 
had  on  their  careers,"  says  Woods. 

In  late  1997  or  1998  Special  Edi- 
tion will  hit  video  stores  with  a  big 
marketing  kaboom  of  its  own.  The 
year  after  that  comes  the  real  payoff, 
the  first  in  an  all-new  trilogy  of  Star 
Wars-based  movies,  which  will  tell 
the  saga  of  Luke  Skywalker's  fore- 
bears. The  schedule  calls  for  the 
release  of  a  new  movie  in  the  trilogy 
every  other  year,  with  noisy  video 
releases  in  between. 

That  takes  us  to  2003.  And,  as 
Lucas  might  someday  intone, 
beyond.  -J.L.  Hi 
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Staying  at  The  Ritz-Carlton  isn't  a  siqn 
of  success.  Its  a  means  to  success. 


On  the  road  to  success,  there 
isn't  a  more  productive  place  to  stay 
than  The  Ritz-Carlton.  Or  a  more 
resourceful  staff.  Whatever  services 
you  require,  from  one-hour  delivery 
of  a  pressed  suit  to  24-hour  business 
centers,  we'll  provide.  Personally. 

Call  your  travel  professional  or 
The  Ritz-Carlton  at  800-241-3333 


for  reservations  and  information. 
And  we'll  move  you  further  along 
the  road  to  success. 

We  also  offer  AT&T  In- room 
Long  Distance  Service  at  most 
locations 
for  your 

AT&T  Calling  Card,  AT&T  Universal 
Card  and  operator-assisted  calls. 


=3  AT&T 

— -  Your  True  Choice 


The  Ritz-Carlton 
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rHbco  pcninu  mc  nuunco 

PEOPLE  ON  THE  FAST  TRACK  


CY  ROTENIER 


Renaissance  man 

Tired  of  corporate  infighting,  Olaf 
Olafsson  left  his  job  as  head  of  Sony's 
$]  billion  (1995  sales)  interactive  enter- 
tainment unit  earlier  this  year.  Now  he's 
vice  chairman  of  Advanta  Information 
Services,  part  of  the  $19.5  billion  (esti- 
mated 1996  total  assets)  Spring  House, 
Pa. -based  credit  card  and  mortgage  outfit. 

Olafsson,  34,  who  last  year  launched 
the  phenomenally  successful  Sony  PlaySta- 
tion, will  develop  on-line  services  like 
banking,  shopping  and  travel  for  Advan- 
ta's  7  million  customers,  among  others. 

He's  also  formed  an  investment  group 
that  includes  Morgan  Stanley.  Though 
their  deal  for  $200  million  to  buy  Psyg- 
nosis,  Sony's  U.K.  interactive  firm,  fell 
through,  the  group  is  still  looking  for 
other  interactive  firms  to  buy. 

Olafsson  landed  at  Sony  in  1985  after 
meeting  with  the  now-departed  Michael 
Schulhof,  then  chairman  of  strategic 
planning  for  Sony's  board.  Both  had 
studied  physics  at  Brandeis.  Schulhof 
started  out  urging  him  to  go  for  a 
Ph.D.,  but  offered  him  a  job  instead. 

In  his  spate  time,  Olafsson  writes  novels 
and  short  stories.  Bestsellers  in  his  native 
Iceland,  they  have  been  translated  into  as 
many  as  15  languages.  The  most  recent  to 
be  published  here  was  Absolution,  done 
through  Random  House  in  1994. 


Jw«|  *  J*  a  ■  **** wn"'  >f*  *s' 


"The  common  thing  here  is  creation," 
he  says.  "I'm  drawn  to  opportunities 
where  you're  almost  starting  with  a  blank 
piece  of  paper." 


Olaf  Olafsson 
of  Advanta 
Taking  cues 

from  Leonardo  da  Vinci. 


The  fan 


Geoffrey  Reiss,  head  of  sports  at  Starwave 
"We've  come  across  the  killer  category." 


Growing  up  in  Hunting- 
ton, N.Y.,  Geoffrey  Reiss 
wanted  to  be  a  sports- 
writer.  He'd  spend  hours 
pecking  out  baseball  team 
stat  sheets.  Today,  Reiss  is 
living  out  his  dream,  over- 
seeing 100,000-plus  pages 
of  on-line  sports  news, 
statistics,  videos  and  fanta- 
sy games  at  Starwave,  the 
private  Bellevue,  Wash.- 
based  Web-site  firm 
funded  by  Microsoft 
cofounder  Paul  Allen. 

Reiss,  36,  landed  his 
dream  job  after  a  short  ■ 
stint  in  advertising,  fol- 
lowed by  six  years  in  cir- 
culation and  production  at 
Spy  magazine.  When  Spy 
founder  Thomas  Phillips 
Jr.  went  to  Starwave  in 
1993,  Reiss  followed. 


Collaborating  on  con- 
tent with  cable  channel 
ESPN,  Reiss  launched  the 
espnet  SportsZone  site 
last  year.  With  $6.3  mil- 
lion of  advertising  from 
firms  like  Gatorade,  Pizza 
Hut,  Levi  Strauss  and  GM, 
espnet  has  more  revenues 
than  any  of  the  content 
sites  among  the  900-plus 
sites  that  offer  ads. 

He's  since  launched 
NBA.com,  NFL.com  and 
Nascar  Online.  Com- 
bined, they  should  gener- 
ate $8.5  million  in  rev- 
enue when  these  seasons 
end.  Next  up  could  be 
Formula  1  racing  or 
soccer  sites.  Of  on-line 
sports,  says  Reiss:  "We've 
come  across  the  killer 
category."  ■ 


136 


Forbes  ■  December  SO,  1996 


Inception  (4/7/92)  . 

3  Years  

lYear  


Average  Annual  Total  Returns 

 13.88%.... 

10.84 
9.20 


Growth  of  $10,000 

$17,914 
13,615 
10,921 


Did  you  know  that  seven  foreign  stock  markets  have  outpaced  the  U.S.  stock 
market  over  the  past  10  years?*  Smart  investors  realize  investing  a  portion  of  their 
assets  overseas  makes  sense.  The  question  is  how. 

Consider  a  proven  investment  strategy.  AIM  International  Equity  Fund's  profes- 
sional management  team  searches  worldwide  to  find  companies  whose  earnings 
are  growing.  It's  the  same  earnings-driven  discipline  that  guides  all  of  AIM's 
equity  funds.  Over  time,  it's  been  a  discipline  that's  worked.  Just  check  our  record. 

Of  course,  past  performance  can't  guarantee  comparable  future  results.  Interna- 
tional investing  can  pose  greater  risks  compared  with  U.S.  investments.  The  Fund's 
share  price  will  fluctuate  with  market,  currency  and  political  climates.  With  these 
risks,  however,  also  is  the  opportunity  for  greater  rewards  and  greater  diversifica- 
tion than  investing  solely  within  the  United  States. 

For  more  complete  information,  including  charges  and  expenses,  ask  your 
financial  consultant  for  a  free  prospectus  and  Investors  Guide.  Please  read  the 
prospectus  carefully  before  you  invest  or  send  money. 

CALL  FOR  YOUR  FREE  INVESTOR  GUIDE 

1-800-246-4246 

www.aimfunds.com 


AIM 


Source:  Morgan  Stanley  International  Perspective,  through  September  30,  1996.  Performance  results  are  historical  and  include  reinvestment  of  all  distributions, 
changes  in  net  asset  value  and  maximum  5.50%  sales  charges.  Investment  return  and  principal  value  will  fluctuate  so  that  an  investor's  shares,  when  redeemed, 
nay  be  worth  more  or  less  than  their  original  cost.  Performance  for  Class  B  shares,  which  began  on  9/15/94,  will  differ  due  to  a  difference  in  sales  charge  struc- 
ure  and  Fund  expenses.  A  I  M  Distributors,  Inc.  10/96. 


ItUnNULUUf 

COMPUTERS /COMMUNICATIONS 

an  interstate  or  on  the  Internet,  speed  and  safety  do  not  go  hand  in  hand. 
On  the  Net,  Check  Point  Software  Technologies  offers  a  way  to  reconcile  the  two. 

afe  at  100  megabits 
per  second 


By  Josh  McHugh 

A  drop  of  sweat  rolls  off  Gil 
Shwcd's  nose  and  spatters  his  com- 
puter keyboard.  The  26-year-old  has 
been  programming  at  a  feverish  pace 
for  nine  hours  in  the  dusty  heat  of 
the  Tel  Aviv  summer  on  four  hours' 
sleep  and  three  liters  of  Coca-Cola. 
The  apartment  he  works  in  has  no 
air-conditioning. 

Two  hundred  and  fifty  empty  plas- 
tic 2-liter  soda  bottles  stacked  against 
the  wall  as  markers  of  progress  threat- 
en to  crowd  him  out  of  the  room.  In 
another  hour,  Shwed's  shift  will  be 
over  and  Shlomo  Kramer's  ten-hour 
shift  will  begin.  As  the  wall  of  bottles 
grows  behind  the  computer  that 
Shwed  and  Kramer  share,  a  wall  of 
another  sort  takes  shape  inside  the 
computer — a  set  of  programs  known 
as  a  firewall:  software  that  protects 
corporate  networks  against  electronic 
break-ins. 

That  was  in  1993.  Shwed  and 
Kramer  did  not  sweat  in  vain.  Three 
years  later  the  Ramat-Gan,  Israel- 
based  company  built  on  that  software, 
Check  Point  Software  Technologies,  is 
valued  on  Wall  Street  at  $700  million. 
It  has  raced  to  an  early  lead  in  its 
fledgling  industry,  selling  about  40% 
of  the  firewall  software  sold  in  1995. 
Sales  in  the  last  12  months  were  just 
$24  million — but  this  market  is  grow- 
ing explosively,  from  about  $160  mil- 
lion in  1995  to  just  under  $1  billion 
by  2000,  according  to  International 
Data  Corp. 

Now  Shwed,  29,  Kramer,  30,  and  a 
third  partner,  Marius  Nacht,  34  (who 
helped  write  the  software  and  fetched 
all  that  socia  on  his  motorbike),  are 
worth  $100  million  each,  on  paper. 

How  did  they  get  so  far  so  fast? 
Early  in  1993  the  World  Wide  Web 
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had  just  begun  to  attract  attention.  Its 
ability  to  incorporate  pictures  and 
sound  meant  that  the  Internet  was 
finally  good  for  something  more 
engaging  than  E-mail.  Shwed  and 
Kramer  had  served  together  in  the 
Israeli  Defense  Forces,  setting  up  and 
connecting  computer  systems,  and 
they  knew  that  the  Web's  increasingly 
complex  applications  meant  some- 
thing else:  more  opportunities  for 


criminals  and  hackers  to  use  the  Inter- 
net to  break  into  corporate  networks. 

Since  the  different  divisions  of  the 
Israeli  army  had  varying  levels  of  secu- 
rity clearance,  the  pair  knew  the  diffi- 
culties inherent  in  hooking  different 
types  of  networks  together  while  pro- 
tecting classified  information.  The 
more  complex  a  communication  chan- 
nel, the  more  difficult  it  is  to  keep 
secure. 
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Whoever  figured  out  how  to  throw 
open  the  door  to  the  Web's  multi- 
media offerings  while  keeping  sensitive 
data  safe  from  intruders  stood  to  make 
a  killing.  Shwed  convinced  Kramer  to 
quit  a  medical  software  firm  in  April 
1993  and  start  working  on  a  new  land 
of  firewall  program.  Shwed  and  Nacht 
joined  him  two  months  later,  quitting 
their  jobs  as  programmers  for  an 
Israeli  digital  imaging  company. 

The  trio's  first  move  was  to  throw 
out  conventional  approaches  to  the 
problem.  At  the  time,  there  were  two 
methods  of  protecting  networks 
against  unauthorized  access,  one  fast 
but  insecure,  the  other  safe  but  slow. 
Both  methods  revolve  around  the  fact 
that  network  communications  are 
broken  into  small  packets  of  data  and 
addressed  for  transmission,  then 
reassembled  at  the  destination. 

In  fast  "packet  filtering,"  gateway 
software  rejects  packets  from  unau- 
thorized senders.  The  problem  is, 
hackers  can  easily  falsify  the  return 
addresses  on  the  envelopes.  In  the 


safer  "proxy  server,"  the  firewall  soft- 
ware reads  packet  addresses,  opens 
each  envelope,  puts  the  pieces  togeth- 
er and  examines  the  whole  message  to 
determine  if  it  is  legitimate.  If  it  is,  the 
software  makes  a  copy  (a  proxy)  which 
it  breaks  back  down  and  sends  to  the 
final  destination.  The  problem:  All  this 
reassembly  and  copying  of  the  mail 
slows  down  communications  unbear- 
ably, at  least  with  data-rich  video  and 
sound  connections. 

Shwed  and  Kramer  came  up  with  a 
compromise  gatekeeper.  It  looks  at  all 
the  target  addresses  and  opens  the 
packets,  but  instead  of  reassembling 
them  into  complete  messages,  exam- 
ines the  packets  individually.  That 
enables  the  gatekeeper  to  shoot  the 
packets  along  to  their  destination  with 
relatively  little  lag  time.  If  the  com- 
munication is  with  a  very  sensitive 
database,  or  a  remote  office,  then  the 
Check  Point  software  can  even  add 
other  layers  of  security — a  virus  scan 
or  encryption.  Certain  requests 
coming  from  the  wrong  places  could 


Check  Point  Software's  Shlomo  Kramer 
(opposite),  Marius  Nacht  and  Gil  Shwed 
Taking  high  risk  out  of  high  bandwidth. 


trigger  an  alarm. 

Dispensing  with  high-level  pro- 
gramming languages  like  C  and  C++, 
extremely  popular  on  the  desktop,  the 
programmers  devised  a  new  language, 
which  they  called  Inspect,  specifically 
for  directing  the  rapid  inspection  of 
communication  packets.  Nacht 
designed  a  graphic  interface  that 
allows  a  user  to  create  a  security  policy 
by  pointing  and  clicking  with  a  mouse. 
Kramer  wrote  a  compiler  to  translate 
policy  rules  written  in  Inspect  into 


assembly  language.  Shwed  created  the 
business  end  of  the  program — the 
software  for  opening  message  packets, 
quickly  rifling  through  their  contents 
and  rejecting  or  accepting  them. 
Shwed's  program  is  the  only  part  of 
the  software  that  needs  to  reside  in  the 
network's  gateway.  Composed  of 
primitive  but  fast-working  assembly 
commands,  it  is  small  enough  to  run 
on  almost  any  kind  of  hardware  used 
as  a  network's  gateway,  from  a  server 
to  a  cheap  network  switch.  By  the  end 
of  the  summer  they  had  come  up  with 
a  workable  prototype  of  the  system. 

Now  all  the  young  men  needed  was 
a  pile  of  seed  money,  more  computers 
and  programmers  to  flesh  out  the  soft- 
ware and  a  lot  of  help  selling  it.  They 
didn't  have  to  look  far.  In  June  of 
1993  brm  Technologies,  a  Jerusalem- 
based  software  firm,  gave  the  entre- 
preneurs about  $300,000,  plus  the 
administrative,  legal,  sales  and  market- 
ing muscle  they  needed.  The  entre- 
preneurs had  to  give  up  half  the  com- 
pany, but  what  the  heck — without 
money  they  could  go  no 
further. 

Thanks  largely  to 
Nacht's  eagerness  to  fly 
anywhere  in  the  world 
to  chase  a  deal,  live  in 
airports  and  do  business 
from  public  telephones, 
Check  Point  was  able  to 
lock  up  some  plum  deals 
with  distributors  and 
network  hardware 
makers.  Servers  by  Sun 
Microsystems  and 
Hewlett-Packard, 
routers  by  Bay  Net- 
works and  network 
switches  by  Xylan  now  come  loaded 
with  Check  Point's  firewall  software. 

Another  coup  for  the  company:  get- 
ting a  trademark  on  "FireWall," 
notwithstanding  that  "firewall"  is  pro- 
grammer jargon  that  goes  back  years. 
(The  name  battles  are  not  over: 
Checkpoint  Systems,  which  sells  anti- 
shoplifting  gear,  is  trying  to  force 
Check  Point  Software  to  change  its 
corporate  name.) 

There  is  a  serious  need  for  this  sort 
of  product.  In  a  recent  study  by  the 
San  Francisco-based  Computer  Secu- 
rity Institute  and  the  FBI,  more  than 
40%  of  the  companies  surveyed 
reported  hacking  attacks  on  their  net- 
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Special  Advertising  Series 


MATHEMATICAL 
BUSINESS 
SYSTEMS,  INC. 


They  say  that  numbers  tell  the  story. 
But  Thomas  A.  Penn  says  that,  in  business, 
unless  you  understand  what's  behind  the 
numbers,  you'll  never  know  the  real  story 

For  16  years,  Penn's  company, 
Mathematical  Business  Systems,  Inc. 
(MBSI)  has  shown  the  real  story  to  prod- 
uct manufacturers  by  developing  com- 
puter models  that  capture  the  companies' 


Penn  has  not  done  it  alone. 
Four  of  his  daughters  are 
heavy  contributors  to  the 
business.  Each  daughter  is 
educated  and  experienced 
in  a  different  skill  and 
each  skill  is  vital  to  MBSI. 


problems  in  mathematical  formulas.  The 
unique  software  models  cover  a  wide 
range  of  business  applications,  from 
engineering  to  marketing  to  project 
management  to  general  management. 
Every  MBSI  model  provides  mathemati- 
cally sound  answers  that  help  company 
managers  track  and  control  the  process 
of  working  profitably.  Some  of  the 
world's  best-known  companies  have 
used  MBSI's  models. 

Penn  began  his  company  as  Penn 
Institute,  a  management  consulting  firm 
whose  clients  were  mainly  Fortune  100 
manufacturers.  While  reviving  his  client's 
unprofitable  engineering  projects,  Penn 
learned  that  manufacturers  could  dramati- 
cally improve  profitability  if  they  improved 
the  process  they  use  to  financially  evalu- 
ate and  track  their  projects.  Thus  the  flag- 


ship  model  of  MBSI's 
armada,  "ProductMBS"  was 
born.  ProductMBS  is  a  unique 
Windows-based  PC  system 
created  specifically  for  prod- 
uct manufacturers  who  want 
to  easily  and  accurately 
select,  plan  and  control 
their  product  develop- 
ment projects  based 
on  profit.  It  consists 
of  thousands 
of  complex 
mathematical 
formulas 
that  accept 
and  analyze  esti- 
mated 
numbers,  and 

then  automatically  generate 
the  answers  that  managers  need 
to  make  the  most  profitable 
decisions.  While  ProductMBS  is 
complex  on  the  inside,  it's  really 
easy  to  use:  Even  those  unfamiliar  with 
PCs  and  financial  concepts  can  use  it. 

Some  of  the  world's  biggest  compa- 
nies have  purchased  ProductMBS.  Now, 
MBSI  is  developing  a  complete  line  of  such 
products,  including  what  MBSI  calls  the 
"perfect  business  system."  That  system 
will  eliminate  some  of  the  toughest  prob- 
lems business  managers  face  today.  MBSI 
is  looking  for  joint  ventures  to  help  in  prod- 
uct sales,  and  is  in  the  process  of  getting 
government  approval  for  the  sale  of  addi- 
tional stock. 

These  systems  add  to  Penn's  long  list 
of  "firsts."  For  example,  he  graduated  first 
in  his  engineering  class,  is  responsible  for 
ten  significant  "first"  products  that  are 
commercially  available  today,  and  is  co- 
inventor  of  today's  anti-lock  braking  sys- 
tem (ABS). 


Penri 
is  also  the 
co-authoi 
of  the  firs) 
books  that  in 
elude  everything  cor 
porate  engineers  must  knov 
to  protect  their  investment  in  engi 
neering.  Written  in  plain  English,  Protecting 
Engineering  Ideas  and  Inventions  and  it 
handbook  are  recommended  by  hundred 
of  patent  attorneys  and  scores  of  organizai 
tions.  Virtually  every  major  company  in  the 
United  States  has  purchased  these  books 
Penn  is  committed  to  Ohio  and  it: 
business  atmosphere.  MBSI  will  have  offices 
around  the  country  but  its  headquarter 
will  remain  in  Harrison  County,  where  the 
work  force,  the  people  and  the  lifestyle  are 
all  part  of  Penn's  formula  for  success. 


First /; 


i  MATHEMATICAL  BUSINESS  SYTSTEMS, 
800-426-7495 
216-237-3006  (fax) 

i  OHIO  DEVELOPMENT  OPPORTUNITY 

800-345-OHIO 
http://www.ohiobiz.com 


IF  OHIO 

WERE  A  COUNTRY... 

/  would  rank  as  the  world's  16th-largest  economy, 
llustrating  its  standing  in  the  global  marketplace. 


Advertisement 


1ENTERIOR 
1NERGY 


Need  information  about  local  tax 
ates,  exporting  to  Mexico,  economic 
levelopment  incentives,  land  availability 
or  plant  relocation,  and— just  (or  good 
neasure—  the  best  way  to  spot  dry 
)aint  on  a  new  car's  door? 

Ask  the  electric  company,  Centerior 
Energy,  serving  Ohio's  North  Coast. 

"We  don't  simply  sell  electricity 
mymore,"  explains  Jim  Alexander, 
nanager  of  economic  development  at 
interior.  "We  focus  on  keeping  our 
jxisting  customers  satisfied  and 


George  V.  Voinovich,  Governor 


competitive,  and  attracting  new  custom- 
ers to  our  service  area." 

To  accomplish  that,  Centerior  is 
changing  the  way  electric  utilities  think, 
and  the  way  people  think  about  electric 
utilities! 

That  often  means  helping  custom- 
ers solve  problems— like  the  auto 
manufacturer  that  now  uses  electric 
infrared  units  for  touch-up  paint  drying 
on  new  cars.  It  saves  money  and  frees 
up  paint-oven  capacity. 

Or  the  wood-working  company  that 
had  a  sawdust  disposal  problem. 
Centerior  found  an  environmentally 
sound  way  to  burn  the  dust  and  co- 
generate  electricity. 

To  help  other  customers 
grow,  the  utility  recently 
sponsored  trade  development 
team  visits  to  Mexico  City  and 
Toronto. 

"Early  next  year,  we'll  also 
be  launching  a  program  that  lets 
small-  to  medium-size  business  custom- 
ers access  a  variety  of  non-traditional 
utility  services  —  for  example,  every- 
thing from  equipment  leasing  to  ex- 
tended equipment  warranties  —  through 
Centerior,"  says  Bob  Mong  of  Commercial 
Marketing  at  Centerior. 

Centerior  also  works  closely  with 
the  Ohio  Department  of  Development, 
the  Greater  Cleveland  Growth  Associa- 
tion, the  Toledo  Regional  Growth 
Partnership  and  other  groups  to  bring 
new  employers  to  the  North  Coast. 

"It's  difficult  to  significantly  increase 
the  energy  utilization  of  existing 
customers.  The  best  way  to  grow  is  to 
bring  new  customers  into  your  service 
area,"  points  out  Al  Temple,  Centerior's 
sales  and  marketing  vice  president. 

Fortunately,  he  explains,  "the  'Rust 


Belt'  is  becoming  the  'Industrial  Belt' 
again,  thanks  to  a  combination  of  Ohio's 
strong  industrial  infrastructure,  its 
quality  of  life,  and  some  creative 
economic  development  work." 

Adds  Jim  Alexander,  economic 
development  doesn't  just  mean  offering 
a  new  customer  more  economic 
incentives  than  the  competition  does. 
"It  means  offering  expertise  in  real 
estate,  finance,  municipal  government, 
planning,  marketing  and  engineering," 
he  notes. 

He  cites  North  Star  BHP  Steel's 
newly  constructed  steel  plant  in  Delta, 
Ohio.  "Our  development  package 
included  not  only  training  and  economic 


"The  best  way  to  grow  is 
to  bring  new  customers 
into  your  service  area. " 
Al  Temple, 
Sales  and  Marketing 
Vice  President 
Centerior  Energy 


assistance,"  he  explains,  "it  also 
involved  the  Ohio  Turnpike  Commission, 
which  is  installing  a  new  interchange 
near  the  plant  to  handle  increased 
traffic.  That  sort  of  cooperation 
represents  a  multimillion  dollar  commit- 
ment to  economic  growth  in  the  area." 


First  j 


■  CENTERIOR  ENERGY  ECONOMIC 
DEVELOPMENT  LINE 

800-843-8432 

OHIO  DEVELOPMENT  OPPORTUNITIES 
800-345-OHIO 
http://www.ohiobiz.com 
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works  in  the  last  year.  In  1995,  30 
companies  in  another  csi  survey 
reported  losses  totaling  $66  million 
from  hacking  and  electronic  eaves- 
dropping. 

The  hacker  community  has  expand- 
ed from  the  handful  of  brilliant  mal- 
contents with  an  intimate  knowledge 
of  operating  systems  that  it  once  was. 
These  days  just  about  anyone  with  a 
mouse  and  a  mind  to  do  mischief  can 
download  sophisticated  security-crack- 
ing software  from  Internet  groups. 
Pick  a  poorly  defended  network  gate- 
way, activate  the  cracking  program 
and,  before  long,  you're  inside. 

Companies  have  as  much  to  fear 
from  within  as  from  without.  A  Gart- 
ner Group  study  indicates  that  almost 
90%  of  unauthorized  access  of  data  is 
done  by  internal  users.  After  all,  who 
wouldn't  be  tempted  by  an  opportu- 
nity to  browse  through  the  boss' 
memos  or  the  company's  payroll? 

A  firewall  like  Check  Point's  can  do 
more  than  just  keep  bad  guys  out  of 
your  network.  For  example,  firewall 
software  can  be  used  internally  to  keep 
your  engineers  from  surreptitiously 
reallocating  funds  from  the  marketing 
department  into  the  R&D  budget. 

Or  suppose  that,  looking  at  the 
firewall's  connection  log,  your  com- 
pany's system  administrator  sees  that 
your  executive  vice  president  of  mar- 
keting is  sending  out  requests  for 
video  downloads  from  pornographic 
Web  sites.  The  administrator  could 
add  a  rule  to  the  firewall  that  would 
slam  the  door  or  maybe  just  embarrass 
the  offender  with  a  request  to  reenter 
his  name  and  password. 

What's  to  stop  a  Sun  or  a  Microsoft, 
with  billions  to  spend  on  research  and 
development,  from  flooding  the  mar- 
ketplace with  homegrown  firewall 
software  bundled  in  with  their  other 
software?  Nothing,  but  there  may  be 
some  psychological  attraction  to  a 
security  package  coming  from  a  firm 
other  than  the  one  whose  system  is  at 
risk  of  being  victimized  by  a  hacker. 

At  any  rate,  Sun  Microsystems  went 
head-to-head  with  Check  Point  Soft- 
ware Technologies  in  1995,  giving 
buyers  of  its  Web  servers  the  choice  of 
a  Sun-made  firewall  or  one  by  Check 
Point.  Sun  sold  2,400  copies  of  Check 
Point's  shrink-wrapped  firewall;  it  sold 
50  of  its  own  high-end,  custom- 
installed  version.  R9 


Talk  about  getting  close  to  your  customers: 
This  Silicon  Valley  outfit  gets  in  bed  with  them. 

My  customer, 
my  partner 


By  Rita  Koselka 


Seven  years  ago  San  lose,  Calif. - 
based  Cadence  Design  Systems 
trailed  along  in  fourth  place  in  the 
market  for  automated  design  of  sili- 
con chips  and  circuit  boards.  Said 
Cadence's  chief  executive,  loseph 
Costello:  The  big  companies  are 
dinosaurs;  you'd  do  better  to  bet  on 
an  adaptive  mammal  like  Cadence 
(Forbes,  Apr.  17,  1989). 

Now  Costello's  company  is  way 
out  in  first  place,  having  elbowed 


Cadence-designed  chip  layout 

We'll  plow  the  field 

and  you  give  us  a  share  of  your  corn. 


aside  its  once  much  larger  rivals 
Mentor  Graphics,  Daisy  Systems  and 
Valid  Logic  Systems.  In  the  evolu- 
tion of  technology,  however,  being 
biggest  does  not  mean  being  safe. 
Recognizing  this,  Costello,  at  43  a 
young  but  very  experienced  chief 
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"Are  we  happy  with  our 
global  SAP  implementation? 


You  bet  your  2/  t^f  h  O/S?  we  are-" 


"After  all,  SAP  software  has  helped  us 
become  the  ninth-largest  software 
company  in  the  world. 

"Especially  impressive  since 
we  were  a  hardware  company 
when  we  started  looking  for  a 
new  system. 

"In  1992,  we  had  come  to  the 
realization  that  our  business  processes 
needed  major  streamlining.  That  our 
technology  infrastructure  was  far  too 
complex  and  inefficient.  And  that  wee 
never  be  able  to  grow  or  change  our 
business  model  fast  enough  as  a  result. 

"We  looked  for  a  solution  that  would 
give  us  the  flexibility  and  efficiencies  we 
so  obviously  needed.  Since  we  were 
already  a  global  company,  it  also  had  to 
handle  multiple  currencies  and  languages. 

"And  SAP  was  and  is  the  only  business 
software  company  with  a  solution  that 
does  it  all. 

"In  fact,  not  only  have  we  implemented 
their  R/3  system  in  18  subsidiaries  with 
25  different  currencies  and  data  in  thirteen 
languages.  SAP  even  worked  with  us  to 
develop  a  unique  single  database  that 
contains  our  Japanese  data  in  Kanji  and 
Katakana,  for  seamless  integration  between 


—Kathleen  Cote,  CEO, 
Computervision  Corporation. 


our  Japanese  subsidiary  and  the  entire 
enterprise. 

"And  when  we  changed  our 
business  model  from  a  hardware 
company  to  a  software  and  services 
company  in  1993,  we  reconfigured 
our  SAP  system  over  the  course  of 
a  weekend.  You  can't  get  more 
flexible  than  th.it. 

"Over  a  three-year  period  of 
worldwide  implementation,  we 
average  more  than  a  module  per 
country  each  month.  Leveraging  our 
own  people  with  consultants,  we've 
kept  consulting  costs  down  to  73  cents 
for  every  software  dollar.  And  we've 
gone  from  running  1 23  home-grown 
applications  on  400  minicomputers  to 
running  a  handful  ot  applications,  including 
R/3,  on  only  40  servers  and  minicomputers. 
"More  importantly,  the  entire 
implementation  has  paid  for  itself. 
We've  more  than  recovered  our 
investment  through  savings  in 
Distribution,  Finance  and 
Administration,  and  IT.  All  of 
p  which  were  critical  to  out- 
changing  businesses. 
"All  I  can  say  is,  S'B^Ll  >" 


More  than  6,000  companies  are  currently  working  better  with  SAP  business  process  software.  To  find 
out  how  your  company  can  join  them,  call  1-800-283-1SAP.  Or  visit  us  at  http://www.sap.com. 


A  Better  Return  On  Information? 


All  SAP  references  herein  arc  the  registered  or  unregistered  trademarks  of  SAP  AG.  All  other  products  or  companies  mentioned  111  tins  advertisement 
may  be  the  registered  or  unregistered  trademarks  of  their  respective  companies  and  are  hereby  acknowledged.  Copyright  1496  SAP  Ainerua.  [nc 
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executive,  lias  decided  to  redefine  his 
business. 

Rather  man  just  sell  the  software, 
Cadence  is  now  also  selling  design 
services.  Instead  of  just  buying 
Cadence  software,  for  instance,  a 
chip  manufacturer  like  Motorola  can 
hire  Cadence  to  supply  a  roomful  of 
engineers  and  deliver  the  finished 
product.  In  this  case  the  finished 
product  is  the  layouts  for  the  lines 
that  will  be  etched  on  silicon  to 
make  a  new  chip.  It's  as  if  Deere  & 
Co.  contracted  to  plow  farmers' 
fields  or  Maytag  agreed  to  take  in 
your  laundry. 

Why  the  radical  change?  The  com- 
pany's sales  of  pure  software  weren't 
growing  fast  enough — they've  been 
growing  at  an  average  9%  a  year  in 
the  1990s.  Explains  Chief  Financial 
Officer  Ray  Bingham:  "Our  cus- 
tomers were  growing  at  50%.  That's 
bizarre.  If  you  are  the  supplier  of  a 
key  component  and  can't  match  the 
growth  of  your  customers,  there's  a 
problem." 

Part  of  the  problem  was  failing  to 
understand  what  customers  really 
needed.  Says  Costello,  uWe  were 
going,  like,  'What  are  these  idiots? 
We  have  this  great  technology,  and 
you  morons  can't  get  this  together.' 
Not  a  very  effective  customer 
approach."  If  the  customers  weren't 
using  the  software  effectively, 
Cadence  would  step  in  and  show 
them  how  to  do  it.  Instead  of  just 
selling  software,  it  now  sells  the  labor 
of  experts  to  run  the  software. 

Here's  something  else  Cadence  is 
doing:  selling  on  some  very  creative 
terms.  One  of  its  clients  is  paying 
with  royalties  on  the  chips  that 
Cadence  is  designing.  Two  of  them 
are  paying,  in  part,  with  equity  stakes: 
Audio  Digital  Imaging,  a  Chicago- 
area  firm  developing  a  multimedia 
chip,  and  Tera  Inc.,  a  Seattle  startup 
that  is  going  into  the  supercomputer 
business. 

It's  as  if  Deere  &  Co.  said  to  the 
farmer:  We'll  plow  the  field,  but 
don't  pay  us  cash,  give  us  a  share  of 
your  corn. 

Then  there  are  incentive  payments. 
At  a  Cyrix  chip  factory  in  Richardson, 
Tex.,  Cadence  engineers  are  helping 
Cyrix  design  its  next  microprocessor. 
The  sooner  Cyrix  sells  its  10,000th 
copy  of  the  chip,  the  larger  the  fee 


Cadence  collects.  Speedy  work  can 
also  earn  Cadence  bonus  shares  at 
Audio  Digital.  It's  a  way  of  saying  to 
the  customer:  Not  only  do  we  stand 
behind  our  products,  we  will  also  tie 
our  compensation  to  the  results  they 
achieve  for  you. 

Says  Costello:  "When  I  tell  [a 
prospect]  this  will  add  several  hun- 
dred million  measurable  dollars  to  the 
bottom  line  and  I'll  guarantee  that, 
they're  more  than  happy  to  give  me  a 
few  million  bucks  of  it.  But  if  I  just 
offer  them  the  tools  for  $200,000, 
they  probably  won't  buy." 

What's  in  this  for  the  client?  It  gets 
a  means  to  foist  some  of  its  risk,  capi- 
tal needs  or  just  plain  headaches  onto 


Cadence 
Chief  Executive 
Joseph  Costello 
"Why  build  a 
$10  million 
design  shop 
when  you  can 
time-share  ours?" 


company  might  not  want  mainframes 
on  its  balance  sheet  or  programmers 
on  its  payroll;  Continental  Airlines, 
Inc.  hired  EDS  to  run  all  of  its  com- 
puter services.  Significantly,  a  senior 
vice  president  of  EDS,  Henry  John- 
ston, is  on  Cadence's  board. 

"My  customers  should  be  saying, 
'I  outsource  regular  factories  because 
it's  silly  for  me  to  build  one.  I  won't 
have  the  economies  of  scale,'" 
explains  Costello.  "A  design  factory 
is  kind  of  the  same  thing." 

What  does  that  leave  for  Cadence's 
customer  to  do?  If  the  customer  is 
one  like  Scientific  Atlanta,  there's 
plenty  left:  designing  and  marketing 
a  finished  consumer  electronics  prod- 


an  outside  firm.  Cadence  has  a  deal 
with  Unisys  in  which  it  plucked  160 
design  engineers  off  the  Unisys  pay- 
roll and  now  does  most  of  Unisys' 
chip  design  work. 

Service  contracts  will  account  for 
only  18%  of  the  $700  million  in  rev- 
enues Cadence  should  haul  in  for 
1996,  but  it's  where  the  growth  is  at 
a  time  when  software  sales  are  flatten- 
ing. Howard  Anderson,  president  of 
the  market  research  firm  Yankee 
Group,  expects  Cadence  to  see  $500 
million  a  year  in  service  revenues  by 
the  turn  of  the  century. 

It's  part  of  an  outsourcing  trend 
seen  elsewhere  in  the  computer  indus- 
try. Many  chip  vendors  farm  out  the 
fabrication  of  silicon  wafers.  Another 


uct.  Cadence  is  helping  Scientific 
Atlanta  design  an  application-specific 
integrated  circuit  that  will  go  in  a 
cable  decoder  for  television  sets. 

If  Cadence's  strategy  takes  off,  it 
will  be  another  step  in  the  evolution 
of  the  virtual  corporation — a  business 
that  farms  out  most  of  its  functions 
to  outside  contractors.  An  entrepre- 
neur with  an  idea  could  get  his  chip 
design  done  by  Cadence  in  return  for 
a  royalty,  have  the  silicon  fabrication 
done  in  the  Far  East  and  sell  the 
product  over  the  Internet. 

While  waiting  for  royalties  to  roll 
in,  Cadence  is  in  no  danger  of  being 
unable  to  pay  its  bills.  Thanks  in  part 
to  a  recent  stock  sale,  it  has  $300  mil- 
lion in  the  bank.  ■■ 
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Mobile  computing  perfected  by  TDK  Systems. 


"Big  World" 


It 


there's  a  new  country 
started  every  day. 


Easy  Set  Up.  Simple  pull  down  menus  allow 
you  to  instantly  configure  your  Global  Class  for 
whatever  country  you're  in. 


Digital  Line  Protection.  Global  Class 
protection  circuitry  ensures  that  hotel 
business  phone  systems  won't  turn  your 
modem  into  charcoal. 


Global  Acceptance.  Australia, 
Austria,  Canada,  Czech 
Republic,  Belgium,  Denmark, 
Finland,  France,  Germany, 
Hong  Kong,  Ireland,  Italy, 
Japan,  Luxembourg,  Mexico, 
The  Netherlands,  New  Zealand, 
Norway,  Singapore,  South 
Africa,  South  Korea,  Sweden, 
Switzerland,  United  Kingdom, 
United  States 
and  more. 


"Small  Wonder" 

TDK's  Global  Class ™  Fax/Modem 
is  probably  already  compatible  with 
their  phone  system. 


Business  is  Global.  Your  fax/modem  should  be  too. TDK's  Global  Class  is  certified 
compatible  in  more  countries  than  any  other  fax/modem  in  the  world.  It's  the  highest 
speed  international  PC-Card  fax/modem  available.  Call  TDK  Systems 
1-800-999-4TDK  or  visit  our  web  site  at  www.tdksystems.com  Technically,  Superior. 


[irF 

1  T  D  I 


K  SYSTEMS 


****** 


A  play  on 
riieterization 


BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios. 
His  latest  book  is  How 
to  Buy  Technology 
Stocks  (Little,  Brown, 
1996). 


Ever  wonder  why  some  heart  surgeons  are 
retraining  to  go  into  primary  care  even 
though  more  people  than  ever  are  having 
their  hearts  worked  on?  It's  because  cardiolo- 
gists, not  surgeons,  are  doing  much  of  the 
work,  through  thin  tubes  called  catheters.  The 
catheter  typically  enters  the  femoral  artery  at 
the  groin  and  gets  snaked  to  another  site — say 
the  coronary  arteries — where  a  tiny  balloon 
might  inflate  to  clear  a  blockage.  Cardiologists 
and  radiologists  perform  6.3  million  catheteri- 
zations a  year,  generally  leaving  holes  just  2  to 
3  millimeters  wide  in  the  femoral  artery. 

A  tiny  hole  is  still  a  hole;  it  wants  to  bleed. 
To  stop  that,  nurses  typically  press  hard  on  the 
wound  for  20  or  30  minutes,  or  resort  to 
clamps  or  sand  bags.  Patients  must  stay  under 
observation  for  hours,  perhaps  overnight,  if 
the  procedure  is  done  late  in  the  day.  Walking 
is  out  of  the  question  for  4  to  24  hours. 
Recovery  can  take  longer  if  the  patient  has 
taken  a  lot  of  anticlotting  drugs,  which  slow 
the  closure  of  the  hole. 

That  hole  represents  a  niche,  and  three 
companies,  all  public,  are  the  primary  players 
in  filling  it:  Kensey-Nash  of  Exton,  Pa.,  Data- 
scope  of  Montvale,  N.J.,  and  Perclose  of 
Menlo  Park,  Calif.  Datascope's  device,  which 
is  called  VasoSeal,  received  FDA  approval  for 
sale  in  the  U.S.  in  September  1995.  Kensey- 
Nasffs  AngioSeal  device  was  approved  last 
August.  It  is  plausible  that  Perclose  will 
receive  approval  in  1997. 

Remarkable  net  margins  typically 
arise  from  royalty-based  businesses. 


All  three  companies  have  been  selling  their 
products  in  overseas  markets.  The  cost  of  the 
sealing  devices  currently  ranges  from  $150  to 
$225,  and  the  worldwide  market  for  them  is 
variously  estimated  to  be  as  low  as  $400  mil- 
lion and  as  high  as  $1.3  billion. 

How  do  they  work?  Bear  in  mind  that  the 
hole  in  the  artery  is  made  by  a  needle  which 
tunnels  through  the  skin  of  the  leg  to  punc- 
ture the  femoral  artery.  When  the  procedure  is 
concluded  and  the  catheter  has  been  with- 
drawn, VasoSeal  fills  this  tunnel  with  two  suc- 
cessive plugs  of  collagen.  Purified  cow  colla- 


gen has  been  used  in  surgery  since  1960  to 
help  stop  bleeding.  The  collagen  overlays,  but 
should  not  intrude  into,  the  punctured  artery. 
At  the  site  of  puncture,  collagen  biochemically 
stimulates  clot  formation  while  it  mechanically 
blocks  the  hole. 

AngioSeal,  the  Kensey-Nash  device,  uses 
collagen  plus  an  internal  cork.  The  doctor 
uses  a  tube  to  insert  a  bit  of  plastic,  shaped 
rather  like  a  tiny  cowboy  hat,  into  the  artery. 
She  pulls  a  string  looped  through  the  hat, 
drawing  the  hat  up  to  its  brim  in  the  punc- 
ture. A  biochemical  seal  is  added  by  discharg- 
ing collagen  from  the  installation  tube  as  it  is 
backed  out.  The  procedure  takes  two  minutes. 
The  hat  and  string,  as  well  as  the  collagen  seal, 
are  degraded  by  the  body.  After  90  days,  the 
contraption  has  vanished. 

Perclose  manufactures  a  device  invented  by 
its  chairman  and  cofounder,  the  distinguished 
cardiologist  John  Simpson.  The  device  fits 
into  the  femoral  artery  through  a  sheath, 
where  the  physician  causes  it  to  deploy  the 
points  of  four  flexible  needles.  With  a  tug  on 
the  device  handle,  the  needles  penetrate  the 
artery  wall  adjacent  to  the  puncture.  Outside 
the  artery,  a  cylinder  captures  the  needle- 
points. The  physician  pulls  them  out,  each 
one  trailing  a  suture.  The  cardiologist  cuts 
away  the  needles,  ties  two  square  knots,  and 
pushes  the  knots  back  down  to  the  surface  of 
the  artery,  sewing  the  hole  shut. 

How  to  invest?  If  you  are  looking  for  a  pure 
play,  Datascope  (19)  drops  out,  as  it  is  an 
established  company  with  substantial  sales 
from  other  businesses.  Perclose  (20)  has  the 
most  mechanically  elegant  device,  but  until  it 
is  FDA-approved  the  stock  is  a  speculation. 
Wait  for  approval.  You  may  miss  a  runup,  but 
you  will  also  skip  past  a  lot  of  risk. 

We  are  buying  Kensey-Nash.  The  company 
has  a  potent  ally.  AngioSeal  has  been  fostered 
by  a  collaboration  with  American  Home 
Products.  The  larger  partner  has  invested  as 
much  as  $50  million.  AHP  will  market  the 
product  and  return  the  royalties  to  Kensey- 
Nash.  Manufacturing  is  split  between  the  two 
companies.  Look  for  revenues  of  $14  million 
and  a  net  of  about  $3.5  million  in  fiscal  1997 
(ending  June  30),  growing  to  $23  million 
and  a  net  of  almost  $10  million  the  following 
year.  Remarkable  net  margins  typically  arise 
from  royalty-based  businesses.  A  speculative 
buy  below  $15.  ■■ 
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Here's  news  that  many  despaired  of  hearing: 
Spectrum  Holobyte  has  had  a  profitable 
quarter — the  second  in  its  14-year  history. 

With  sales  zooming  106%  one  year  and 
dropping  29%  the  next,  the  $80  million 
Alameda,  Calif. -based  gamesmaker  has  given 
investors  more  heart-stopping  thrills  than  its 
software  has  given  the  players. 

I  never  understood  why. 

After  all,  Spectrum's  product  record  is  an 
unbroken  string  of  coups.  Early  on,  Spectrum 
Holobyte  brought  runaway  bestseller  Tetris 
from  Russia  to  the  U.S.  A  few  years  later  Para- 
mount awarded  Spectrum  lucrative  software 
rights  to  Star  Trek-The  Next  Generation  and 
the  hit  movie  Top  Gun.  Long  before  the  card 
game  Magic  had  become  an  international  cult 
phenomenon,  Spectrum  had  locked  up  com- 
puter rights. 

The  brands  Spectrum  developed  on  its  own 
were  winners,  too.  Its  Falcon  fighter  plane 
simulators  set  a  benchmark  for  realism.  Its 
Grand  Prix  Formula  One  game  was  so  true  to 
life  that  rising  race  star  Jacques  Villeneuve 
ascribes  a  victory  to  having  practiced  not  in  a 
Ferrari  but  on  Spectrum's  software. 

Year  in,  year  out,  Spectrum's  games  have 
topped  the  lists,  and  it  seemed  Spectrum 
understood  everything  you  had  to  know  in 
the  computer  game  business  except  how  to 
make  money  at  it.  Now  the  company  appears 
to  have  learned  that  trick  as  well. 

Spectrum's  audience  is  hard-core 
game  players  who  measure  their 
machismo  by  the  number  of 
transistors  in  their  microprocessors. 

Much  credit  goes  to  its  new  chief  executive, 
Stephen  M.  Race,  47,  the  executive  behind 
the  U.S.  success  of  Sony's  PlayStation.  When 
Sony  rewarded  him  for  winning  an  80% 
market  share  by  showing  him  the  exit  in  July 
1995,  Spectrum  was  waiting  with  open  arms. 

There's  no  magic  to  Race's  turnaround. 
First,  he  hit  the  road,  peddling  $50  million 
worth  of  convertible  debt.  Spectrum  had 
never  gotten  around  to  rationalizing  a  big 
1993  acquisition.  With  the  bond  money  safely 
in  the  bank,  Race  cut  overhead  in  half  and 
moved  on  to  the  real  challenge,  which  was  to 
get  some  focus  in  a  cluttered  product  line. 


Before  taking  out  his  pruning  shears,  Race 
identified  Spectrum's  most  loyal  customers: 
ultra-geeks. 

"Our  demographics  are  seriously  Y  chro- 
mosome," he  opines — hard-core  game  players 
who  think  nothing  of  dropping  $500  for  a 
joystick  or  $1,000  for  a  monitor,  and  who 
complain  that  800-page  user  guides  (some  of 
which  read  like  a  military  flight  manual) 
aren't  quite  detailed  enough.  In  other  words, 
Spectrum's  best  customers  are  people  who 
measure  their  machismo  by  the  number  of 
transistors  in  their  microprocessors — an 
insight  that  told  Race  to  forget  about  the  kid- 
die market  and  only  build  games  that  eat  pro- 
cessing power  like  Godzilla  eats  Tokyo. 

Mission  accomplished.  Spectrum's  next 
generation  simulators  deliver  Dolby  Surround 
Sound  and  graphic  realism  heretofore  unseen 
outside  Navy  flight  school.  To  run  the  things, 
you'll  want  a  mighty  fast  Pentium  and  16 
megabytes  of  memory.  Better  yet,  wait  for 
Intel's  MMX-featured  Pentium,  due  first  quar- 
ter of  1997.  Available  in  both  166-  and  200- 
megahertz  versions,  mmx  technology  makes 
graphics  (and  therefore  games)  run  like  a 
dream.  Seriously  Y  chromosome  fighter  pilots 
will  probably  be  first  in  line  to  buy  the  new 
processor,  which  can  be  plugged  right  into 
their  already  high-end  motherboards. 

To  create  true-to-life  landscapes,  Spectrum 
commissioned  extensive  aerial  photography, 
plugging  the  digitized  results  into  the  new 
version  of  Falcon.  The  software's  virtual 
avionics  were  designed  by  a  licensed  pilot  who 
takes  his  work  so  seriously  that  when  I  tried  to 
dive  a  virtual  fighter  into  the  ground,  he  went 
white  with  horror.  And  because  the  game's 
scenario  involves  North  Korean  naughtiness, 
the  software  models  that  nation's  geography 
so  accurately  that  maximum  leader  Kim  Jong- 
II  probably  will  throw  a  tantrum. 

Race  thinks  the  ultimate  power  gaming 
market  is  still  a  few  years  off.  In  the  not  so 
distant  future,  he  sees  worlds  of  "infinite  and 
ultrarealistic  game  space"  on  the  Internet, 
where  Spectrum's  bellicose  customers  can 
form  armies  together,  pay  real  cash  to  virtual 
armaments  brokers  for  software  weapons  (the 
best  electronic  commerce  application  I've 
heard  so  far),  and  liberate  or  conquer  imagi- 
nary lands  to  their  hearts'  content. 

One  quarter's  profit  does  not  a  trend  make. 
Nonetheless,  with  Race's  ultra-geek  strategy 
Spectrum  may  now  be  reporting  profits  as 
regularly  as  it  spews  out  hit  games.  ■» 
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Introducing  INTRANETS  from  networkMCI  Enterprise  Management." 

L  customized  Intranet  lets  offices  throughout  the  country  and  the  world  share  important  information 
[uickly  and  efficiently.  It  does  away  with  time-consuming  searches  by  putting  relevant  and  tailored 
nformation  at  your  fingertips.  And  it  allows  your  employees  to  work  more  productively. 
All  with  complete  privacy  and  security. 

We  can  seamlessly  integrate  an  Intranet  into  a  state-of-the-art  information  system.  An  information 
ystem  our  networkMCI  Enterprise  Management  specialists  can  design,  build  and  maintain  for  you. 

For  more  information,  call  your  local  networkMCI  representative  at  1-800-338-6815  or  log  on  at 
ittp://www.mcisystemhouse.com.  Even  if  your  company  isn't  a  giant  of  industry,  the  very  same 
xperts  who  serve  our  Fortune  500®  customers  will  go  to  work  for  you. 

And  in  short  order  you  will  discover  that  an  Intranet  is  more  than  a  high-tech  curiosity.  It's  also 
he  most  efficient  way  to  conduct  day-to-day  business. 


MCI  Systemhouse 

Real  benefits  from  converging  technologiess 


1996  MCI.  All  rigt-s  reserved. 


The  economics  of  waiting 


Peter  Huber,  a  senior 
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of  Orwell's  Revenge; 
E-mail  address  is 
72643.2211® 
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Wi  iatkvkr  i  he  official  statistics  say,  the  cost 
of  living  is  falling.  Time  itself  is  deflating. 

Not  long  ago  it  cost  a  typical  small  trader 
about  $50  to  buy  $10,000  worth  of  stock. 
With  on-line  trading,  it  costs  him  $10 — and  he- 
can  do  it  much  faster.  Same  value,  lower  price. 
Partly  because  he  spends  less  money,  but 
mostly  because  he  spends  it  faster.  It's  a  symp- 
tom of  a  much  deeper  trend. 

Everything  you  buy  costs  you  twice,  once 
for  the  good  itself,  and  once  for  the  transac- 
tion. During  the  oil  embargo  of  the  1970s  the 
real  cost  of  gasoline  rose  astronomically — 
because  drivers  wasted  so  much  time  waiting 
to  fill  up.  In  communist  countries  the  main 
price  of  everything  was  paid  by  standing  in 
line.  Costs  of  that  kind  still  permeate  every 
nook  and  cranny  of  even  the  most  capitalist  of 
economies.  Bach  of  us  spends  10  or  20  min- 
utes a  day  opening  and  then  closing  small 
accounts,  an  hour  or  two  at  the  end  of  the 
month  on  slightly  larger  ones,  and  at  least  a 
day  or  two  at  the  end  of  the  tax  year  preparing 
financial  accounts  for  the  government. 

All  that  time  is  money;  we  know  that  for 
sure.  Consumers  pay  a  premium  for  speed 
wherever  they  can  buy  it — in  planes,  ovens, 
computers  and  modems.  When  phone  compa- 
nies first  introduced  Touch  Tone  calling,  they 
charged  a  stiff  premium.  Consumers  bought 
anyway.  What  would  they  have  to  pay  you 
now  to  go  back  to  a  rotary  elial? 

So  every  consumer  and  taxpayer  works  as  a 
purchasing  agent,  cashier  and  accountant  for 
maybe  five  or  ten  days  a  year.  Which  means 
that  something  like  5%  of  the  cost  of  every- 
thing is  paid  in  time  and  energy  it  takes  you  to 
hunt  and  gather  what  you  want,  and  then 
close  the  deal.  And  it's  mostly  in  the  under- 
ground economy.  You  aren't  paid  to  count 

Raw  speed  is  the  most  powerful 
deflator  in  the  economy  today. 
And  it's  the  factor  most  often 
missed  in  official  statistics. 


your  change,  and  you  don't  report  the  bene- 
fits to  the  irs.  From  the  consumer's  side  of 
things,  the  waiting-in-line  economy  operates 
outside  the  public  records. 

Technology  is  now  giving  us  back  those 
misspent  days.  The  refunds  are  being  handed 


out  at  tollbooths,  checkout  registers  and 
wherever  you  buy  sheet  music  for  your 
ukulele.  As  banks  go  on-line,  one  big  cost  of 
banking — the  effort  required  each  month  to 
balance  your  checkbook — melts  away.  Wireless 
toll  collectors,  paperless  checks,  F-tickets  for 
planes,  credit  card  swipes  at  gas  stations,  and 
the  other  components  of  the  fully  wired  econ- 
omy save  consumers  billions. 

The  official  statistics  may  capture  half  of  our 
savings — the  savings  on  the  seller's  side.  Bar 
code  readers  make  Giant  Supermarket  more 
efficient,  and  that  eventually  shows  up  in 
Department  of  Labor  statistics.  But  the  read- 
ers make  cookie-baking  dads  better  off,  too.  If 
you  take  the  hours  you  save  at  the  supermar- 
ket and  sell  them  back  to  your  employer,  Alan 
Creenspan  will  hear  about  it.  But  if  you  spend 
those  same  hours  playing  your  ukulele,  he 
won't.  Not  unless  you  play  at  Carnegie  Hall. 

Unlike  Touch -Tone  phones,  most  of  the 
new  electronic  speed  comes  free.  Banks,  stores 
and  airlines  are  eager  to  give  you  back  the  time 
it  takes  to  buy  because  it  saves  them  the  time  it 
takes  to  sell.  So  prices  effectively  drop,  even 
when  stickers  don't.  And  ukuleles  aside,  saved 
time  earns  compound  returns.  A  nonstop  toll- 
booth  saves  not  only  time  but  also  gas,  pollu- 
tion and  stress.  Creenspan  learns  only  that  the 
Turnpike  Authority  has  saved  a  few  dollars  in 
toll  collectors. 

Speed  is  just  one  aspect  of  the  overall  quali- 
ty of  service,  of  course;  there's  lots  more  to 
the  inflation  debate.  But  my  guess  is  that  raw 
speed  is  the  most  powerful  deflator  in  the 
economy  today.  And  it's  almost  certainly  the 
factor  most  often  missed  in  official  statistics. 
Yes,  some  other  trends,  like  population 
growth  and  deteriorating  highways,  tend  to 
slow  things  down  again.  The  seconds  saved  by 
an  E-ticket  may  be  gobbled  up  by  minutes 
lost  in  airport  security.  But  on  balance,  the 
time-cost  of  most  economic  transactions  is 
falling  sharply,  lowering  the  effective  costs  of 
goods  and  services  across  the  board.  Higher 
clock  speeds  in  computers  are  giving  every 
consumer  a  big  rebate  in  freed- up  time. 

Why,  then,  do  we  still  feel  so  rushed?  For 
much  the  same  reason  ice-skaters  do:  because 
the  friction  in  everyday  life  is  disappearing. 
There's  nothing  like  a  slow-moving  line  to 
unrush  your  day,  and  nothing  like  instant 
response  to  speed  it  back  up.  If  you  don't 
have  time  for  your  ukulele  anymore,  it's  prob- 
ably because  you're  too  busy  trading  stock 
on-line.  ■ 
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A  BETTER  RECEPTION 

FOR  YOUR 
ENVIRONMENTAL 
TECHNOLOGY. 


609/243-4880 


If  your  effort  to  market  your  environmental  or  process  improvement  technology  has 
fallen  on  deaf  ears,  it's  time  you  talked  to  someone  who  can  open  the  right  doors. 

AM-RE  SERVICES  understands  the  challenges  of  commercializing  new  technologies. 
We've  helped  others  bring  theirs  to  market  by  connecting  them  with  the 
people  who  count.  We  can  do  this  because  we  are  an  affiliate  of  American 
Re-Insurance  Company,  an  $8  billion  international  corporation  with  many  of  the  world's 
largest  companies  as  clients.  Access  to  our  worldwide  network  ensures  that  your 
message  will  be  heard  by  top  decision  makers. 

If  this  sounds  like  the  opportunity     13j&?  AM-RE  SERVICES,  INC. 

yOU've  been  Waiting  for,  Contact  US  and  A  subsidiary  of  American  Re  Corporation 

Technology  Transfer  Group 

tell  US  more  abOUt  your  Company.        555  college  Road  East.  Princeton.  NJ  08543-5241  (609)  243-4880 


&  INUtSIMtNIS 


Graham  lives 


Just  about  all  the  experts  dismiss  book  value  as 
a  quaint  anachronism.  William  Lippman  does  not. 

By  Thomas  Easton 


William  Lippman 
By  the  book. 


How  MUCH  is  a  company  worth? 
Time  was  when  you  would  answer 
that  question  by  looking  at  book 
value — that  is,  net  worth,  or  assets 
minus  liabilities.  In  mid- 1982,  when 
this  monster  bull  market  began,  the 
market  sold  at  less  than  book.  Ben- 
jamin Graham,  the  father  of  value 
investing,  used  to  do  book  value  one 
better:  He  wanted  to  buy  companies 
for  less  than  net  current  assets — book 
value  minus  illiquid  assets  like  facto- 
ries and  machinery. 

The  Graham  school  of  investing 
looks  pretty  archaic  now,  what  with 
the  average  stock  trading  at  four 
times  book  value.  But  Grahamism  is 
not  dead  yet.  We  found  it  quite  alive 
in  Fort  Lee,  N.J.,  where  money  man- 
agers William  Lippman  and  Bruce 
Baughman  run  three  funds  out  of  a 
satellite  office  of  Franklin  Resources, 
the  $171  billion  fund  family. 

There  are  some  good  reasons  for 
stocks  to  be  trading  these  days  at  his- 
torically high  multiples  of  book  value. 
One  is  the  corporate  fad  of  taking 
writeoffs  that  depress  the  asset  side  of 
the  balance  sheet.  Another  is  the 
growth  of  intangibles  like  brands  and 
software  at  the  expense  of  mills  and 
other  hard  assets.  Microsoft  and 
Cisco  Systems  don't  have  much  in 
the  way  of  physical  assets,  but  they 
are  treasure  troves  of  knowledge, 
market  positions  and  human  talent. 

But  these  justifications  go  only  so 
far.  Much  of  the  increase  in  the 
price/book  ratio  simply  reflects  the 
fact  that  stocks  are,  by  any  measure, 
very  expensive  these  days.  The  aver- 
age ratio  of  price  to  earnings,  for 
example,  is  about  three  times  what  it 
was  in  mid- 1982. 

In  this  frothy  market,  William 
Lippman,  71,  sticks  doggedly  to 
book  value  as  a  safe  anchor. 

This  41 -year  fund-industry  veteran 
sounds  a  little  out  of  step  with  the 
times,  but  experience  is  worth  some- 


thing. His  six-year-old  Franklin  Bal- 
ance Sheet  Investment  Fund,  which  is 
prohibited  by  its  prospectus  from 
investing  in  companies  selling  at  more 
than  book,  has  outperformed  the 
benchmark  s&P  500  index  since  its 
inception. 

If  that  rule  eliminates  a  lot  of  great 
growth  companies  from  consideration, 
so  be  it.  "For  us  the  Mercks,  the  Pfiz- 
ers,  the  Microsofts,  the  really  remark- 
able companies  are  never  available," 
Lippman  says.  "Nothing  we  hold  will 
develop  the  cure  for  cancer." 

Instead,  he  owns  telecommunica- 
tions equipment  manufacturer  Aydin 
Corp.  (which  sells  for  53%  of  book), 
Rochester  &  Pittsburgh  Coal  (46% 
of  book)  and  American  National 
Insurance  (88%  of  book).  The  last  of 
these  sells  small  life  policies  door-to- 
door.  Not  a  glamorous  business,  but 
a  profitable  one.  The  company  has 
been  paying  cash  dividends  every 
year  since  1923  and  trades  at  12 
times  trailing  earnings. 

For  Lippman  and  his  seven  associ- 


ates (minimum  experience,  12  years), 
nirvana  is  finding  a  Grahamesque 
value  where  the  stock  sells  below  net 
current  assets.  Needless  to  say,  such 
stocks  are  scarce,  but  Lippman  cites  a 
few:  Allou  Health  &  Beauty  Care, 
Allstate  Financial  Corp.,  Espey  Manu- 
facturing &  Electronics  Corp.,  Hard- 
ing Lawson  Associates. 

When  you  find  a  really  cheap  stock, 
advises  Lippman,  reassure  yourself  that 
any  disaster  depressing  the  price  is  in 
the  past,  not  the  future,  and  that  the 
company  has  adequate  financial 
resources  to  endure  current  conditions 
for,  say,  the  next  five  years.  Then  one 
of  three  good  things  can  happen: 
Another  company  takes  over  your 
target  at  a  handsome  premium;  the 
market  wakes  up  to  a  good  deal  and 
boosts  the  price;  or  the  discount 
endures  but  every  year  the  book 
value — the  real  value  of  the  invest- 
ment— grows.  "The  real  question  is, 
how  long  does  that  take,"  Lippman 
says.  "The  answer  is,  you  don't  know, 
but  if  you  buy  right,  it  happens." 
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A  bet  on 
the  house 

Tired  of  paying  fat  fees  to  mutual  fund  vendors? 
Get  on  the  other  side  of  the  table  with  shares 
in  T.  Rowe  Price  or  Franklin  Resources. 
Better  yet,  try  Norton  Reamer's  relatively  unknown 
United  Asset  Management. 


Bad  things  can  happen,  too.  Lipp- 
man  bought  regional  discount  chain 
Venture  Stores  in  April  1995,  when  it 
was  trading  at  a  25%  discount  to  its 
book  value.  The  discount  got  wider. 
Lippman  dumped  the  stock  four 
months  later  at  a  28%  loss. 

Franklin  Balance  Sheet  buys 
medium-size  companies,  for  die  most 
part.  A  small-company  version  of  this 
investing  philosophy,  Franklin  Micro- 
cap  Value  Fund,  has  also  done  well:  In 
the  year  it  has  been  around  it  has 
earned  26%,  compared  with  the 
market's  16%. 

Third  in  the  series  is  Franklin  Value 
Fund,  just  nine  months  old.  This  one 
bends  the  rules  a  little.  It  admits  stocks 
trading  above  book,  but  only  if  they 
are  cheap  in  one  of  two  other  ways: 
They  must  be  trading  at  a  low  multi- 
ple of  earnings  or  of  cash  flow.  (Here, 
cash  flow  means  net  income  plus 
depreciation.)  The  average  company 
i  in  Franklin  Value  sells  for  130%  of 
book,  which  puts  it  just  behind  Lipp- 
man's  two  other  funds  in  having  the 
lowest  price/book  value  ratio  among 
the  2,200  domestic  equity  offerings 
tracked  by  Morningstar. 

Softening  the  book-value  constraint 
allows  Value  to  own  Oil-Dri  Corp.,  a 
kitty-litter  producer  that  sells  for  30% 
over  book  and  could  see  an  upward 
jolt  to  earnings  if,  as  Lippman  expects, 
marketing  expenses  decline.  Another 
holding:  Morgan  Products,  a  wooden- 
door  manufacturer  with  erratic  earn- 
ings that  appear  to  be  on  the  mend. 

Other  companies  Lippman  likes: 
several  in  environmental  services, 
where  stocks  are  depressed  by  fears  of 
government  budget  cutbacks;  several 
home  builders  hit  by  fears  of  a  slow- 
down; a  men's  suit  retailer  in  an  era  of 
casual  dressing  (s&K  Famous  Brands), 
and  a  Caribbean  duty-free  outfit  that 
lost  a  season  to  a  hurricane  (Little 
Switzerland).  Problems?  Yes.  But,  at  a 
low  enough  price,  a  problem  is  an 
opportunity. 

At  Lippman's  request,  Franklin  has 
partly  closed  the  doors  on  the  two 
older  funds.  The  Balance  Sheet  and 
Mcrocap  funds  accept  new  customers 
only  for  retirement  accounts.  Value  is 
still  open  to  all  comers.  Balance  Sheet 
charges  a  1.5%  load  and  the  other 
two  charge  4.5%.  All  three  have 
moderate  expense  ratios,  in  the  range 
ofl%tol.3%.  ■ 


By  James  M.  Clash 

One  way  to  get  in  on  the  mutual 
fund  boom:  Join  the  hordes  of 
investors  throwing  money  at  fund 
vendors  at  the  rate  of  $400  billion  a 
year.  Another  way:  Own  a  piece  of 
the  vendors. 

Of  the  publicly  traded  money 
management  firms,  three  stand  out 
as  significant  players:  T.  Rowe  Price 
Associates,  Franklin  Resources  and 
United  Asset  Management. 

What  do  you  look  for  in  a  money 
management  firm?  The  usual  sus- 
pects: earnings,  cash  flow,  growth. 
You  also  care  about  past  perfor- 
mance of  the  products  it  sells. 
Performance  matters  because  the 
families  that  have  been  delivering  it 
will  have  the  easiest  time  attracting 


new  customers  and  holding  on  to  old 
ones.  For  a  similar  reason  you  would 
rather,  other  things  being  equal,  own 
a  distributor  of  low-cost  funds  than  a 
distributor  of  high-cost  funds. 

Baltimore-based  T.  Rowe  runs 
$64  billion  in  68  very  efficient  funds. 
They  are  all  no-loads,  and  ten  are 
Forbes  Best  Buys  (Aug.  26),  mean- 
ing they  combine  superior  perfor- 
mance with  below-average  cost  of 
ownership  to  the  fund  customer.  But 
at  a  recent  37^,  this  venerable  fund 
house  sells  at  a  high  18  times  pro- 
jected 1997  cash  flow.  (By  cash  flow, 
we  mean  earnings  plus  depreciation 
and  amortization.) 

Then  there's  Franklin,  the  San 
Mateo,  Calif-based  $171  billion 
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Executive 
Norton  Reamer 
When  a  money 
manager  takes 
his  chips  off  the 
table,  maybe  you 
should  ante  up. 
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Says 


Company 

Recent 

Price/ 

P/E 

Fund 

Asset 

price 

cash  flow' 

roc  1 1 1  tc  •' 

results 

growth 

— 1997  estimates — 

rate3 

Eaton  Vance 

m 

8 

13 

8.6% 

11% 

Franklin 

13 

15 

10.1 

22 

Nuveen 

2TA 

12 

15 

NA 

NA 

Oppenheimer 

34 

9 

11 

12.1 

-1 

T  Rowe  Price 

37X 

18 

25 

12.2 

21 

UAM 

26% 

9 

22 

NA 

'13 

Earnings  plus  amortization  and  depreciation.  Asset-weighted  average  annualized  return 
(6/86  to  6/96)  of  mutual  funds  invested  in  U.S.  stocks.  !5-year  average  annual  growth  in 
per-share  assets  through  1995.  NA:  Not  available. 
Sources:  Forbes;  Upper  Analytical  Services;  Schroder  Wertheim;  UAM. 


These  mutual 
fund  vendors 
are  reasonably 
priced  in 
relation 
to  next  year's 
likely  earnings— 
but  the  earnings 
projections 
don't  allow 
for  any  market 
crashes. 


fund  operation  that  has  purchased 
two  prestigious  families  in  the  past 
four  years:  the  Templeton,  strong  in 
international  funds,  and  Mutual 
Series,  with  a  big  name  in  value 
investing.  At  a  recent  67M,  Franklin 
trades  at  just  13  times  hoped-for 
1997  cash  flow. 

Still  too  expensive?  Take  a  gander 
at  United  Asset  Management.  This 
Boston-based  investment  holding 
company  owns  a  string  of  47  money 
management  boutiques  with  assets 
totaling  $166  billion.  At  a  recent 
26%,  it  goes  for  nine  times  projected 
1997  cash  flow. 

Why  is  UAM  so  cheap?  Something 
wrong  with  it?  Only  that  its  earnings 
are  low  in  relation  to  cash  flow.  Thus 
on  a  price/earnings  comparison,  it 
doesn't  look  particularly  cheap  (see 
table).  Earnings  are  low  because  UAM 
bought  most  of  the  management 
firms  in  its  stable.  In  many  cases,  it 
paid  well  above  book  value  and  thus 
created  a  chunk  of  goodwill.  Each 
year  it  is  required  to  amortize  some 
of  this  goodwill  against  earnings,  but 
this  is  just  a  bookkeeping  charge  and 
doesn't  cost  a  dime  in  cash. 

Wall  Street  may  also  be  put  off  by 
UAM's  heavy  reliance  on  institutional 
accounts  like  pension  funds.  Only 
$30  billion  of  its  assets  are  in  retail 
funds,  many  of  them  adjuncts  to 
pension  management  firms.  Pension 
sponsors,  it  is  thought,  are  quicker 
to  yank  money  from  a  manager  after 
bottom-quartile  performances  than 
the  average  fund  investor. 

But  uam's  mutual  funds  are  noth- 
ing to  sneer  at.  They  include  Pilgrim 
Baxter  &  Associates,  which  runs 
PBHG  Growth  Fund  (ranked  number 


one  in  its  category  over  the  past  10 
years  by  Lipper  Analytical  Services) 
and  First  Pacific  Advisors,  which 
runs  fpa  Capital  Fund  (also  tops  in 
its  Lipper  category  the  last  decade). 

"It's  almost  by  accident  we  got  the 
funds,"  says  UAM  Chief  Executive 
Norton  Reamer,  61,  who  has  been 
gobbling  up  institutional  money 
managers  for  the  last  16  years.  "But 
they  [funds]  are  becoming  an  impor- 
tant part  of  our  business." 

Reamer  has  come  full  circle.  In 
December  1980  he  quit  the  top  spot 
at  the  Putnam  fund  family  (a  sub- 
sidiary of  Marsh  &  McClennan)  to 
found  UAM.  UAM  has  a  lot  going  for 
it:  It  can  help  successful  money  man- 
agers turn  ordinary  income  into  cap- 
ital gains.  Capital  gains  are  taxed 
(usually — the  tax  code  keeps  chang- 
ing) at  more  favorable  rates  than 
ordinary  income. 

Here's  how  the  typical  UAM  deal 
works.  UAM  gives  the  owners  of  an 
acquired  firm  (usually,  the  same  peo- 
ple picking  the  stocks)  a  combina- 
tion of  cash,  notes,  warrants  and 
UAM  stock  in  return  for  100%  owner- 
ship of  the  firm.  In  addition,  UAM 
hires  the  money  managers  for  a  per- 
centage of  gross  revenues  (the  aver- 
age is  60%),  out  of  which  they  have 
to  cover  all  overhead.  Marketing  ser- 
vices, like  record  keeping  and  access 
to  uam's  401  (k)  market,  are  made 
available  for  a  fee,  but  are  not 
mandatory.  The  shops  then  run 
autonomously,  pretty  much  as  they 
did  before  the  UAM  acquisition. 

So  why  not  just  stay  independent? 
Reamer  used  to  hear  that  question 
every  time  he  made  a  sales  pitch.  His 
first  answer:  financial  security  for  the 


money  managers.  "It  allows  them  to 
take  some — but  not  all — of  their 
chips  off  the  table,"  says  Reamer. 
Being  an  affiliate  of  UAM  also  leaves 
managers  at  smaller  firms  more  time 
to  spend  on  investment  decisions 
rather  than  on  back-office  activities. 

What  does  Reamer  want  in  an 
acquisition  candidate?  "We  look  at 
past  records,  of  course,  but  we're 
more  interested  in  future  perfor- 
mance," he  says.  "Sometimes  money 
managers  are  hot,  sometimes  they're 
cold.  We  understand  that." 

As  evidence,  he  cites  Hellman, 
Jordan  Management  Co.,  a  Boston 
firm  UAM  purchased  in  1984  when  it 
had  $700  million  under  manage- 
ment. At  the  time,  its  principals  had 
just  been  prominently  featured  in 
Barron's  for  terrible  numbers.  "But 
the  firm  was  run  by  two  guys  I  had 
worked  with  at  Putnam  who  were 
just  terrific,"  Reamer  remembers. 
Since  he  bought  Hellman,  Jordan, 
it's  been  a  solid  performer,  with  an 
annualized  compound  return  one 
percentage  point  above  the  s&P  500 
index.  Current  assets:  $1.7  billion. 

As  in  the  funeral  chain  business,  so 
in  money  management:  The  new 
ownership  is  not  advertised  to  the 
customers.  The  name  on  the  door 
remains  Pilgrim  Baxter  or  Hellman, 
Jordan. 

We  asked  Morningstar,  Inc.  to 
evaluate  the  performance  of  uam's 
mutual  fund  families.  On  average, 
they  did  slightly  better  relative  to  the 
s&P  500  after  they  were  acquired 
than  before,  and  their  expenses  were 
also  slightly  lower.  In  short,  becom- 
ing part  of  the  bigger  outfit  didn't 
hurt  them  one  whit. 

Reamer  owns  3.2%  of  uam's  stock, 
worth  $50  million.  UAM's  top  two 
shareholders,  at  just  under  10%  each, 
are  Tiger  Management  (Julian 
Robertson)  and  Fidelity  Investments. 

The  fortunes  of  money  managers 
are  extremely  sensitive  to  the  mar- 
ket's ups  and  downs.  Since  fees  are 
calculated  as  a  percentage  of  assets,  a 
25%  market  correction  would  cause 
an  immediate  25%  drop  in  revenue. 
And  outside  of  uam's  revenue-shar- 
ing deals,  costs  at  a  money  manage- 
ment firm  go  right  on  as  before.  But 
the  long-term  trend  in  the  stock 
market  is  up.  UAM  is  in  a  strong  posi- 
tion to  ride  the  trend.  H 
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When  selecting 

INVESTMENTS, 

our  instincts  tell 

us  one  THING. 

Not  to  go  with 

our  INSTINCTS. 

— ,  ©  


PUTNAM 

INVESTMENTS 


"When  you've  got  people's  life  savings  on  the  line,  you 
don't  want  to  wing  it.  Not  to  say  that  other  fund 
managers  do.  It's  just  a  matter  of  degree.  So  when  we 
set  out  to  choose  investments  for  a  portfolio  or  mutual 
fund,  we  get  pretty  fanatical.  It's  the  kind  of  obsessive 
behavior  our  investors  have  come  to  expect.  We  start 
by  developing  our  own  software  to  screen  thousands 
and  thousands  of  companies.  Then  the  real  work 
begins.  Research  and  analysis.  Consulting  not 
just  the  usual  sources,  but  talking  to  customers, 
competitors,  suppliers,  and  distributors.  Embarking 
on  a  global  investigation  that  helps  us  learn 
everything  we  can  about  the  industry  we're  looking 
at.  Last  year,  our  analysts  visited  over  4,000  individual 
companies,  and  over  12,000  companies  visited  us.Thb 
result?  Portfolios  of  stocks  and  bonds  that  have 
been  scrutinized  upside  down  and  sideways.  And 
decisions  based  on  information  rather  than  fads,  whims, 
or  gut  feelings.  So  if  you're  planning  for  retirement,  read 
up  on  Putnam.  With  60  years  of  experience  under  our 
belts,  we've  learned  the  value  of  doing  our  homework. 

time-honored    tradition    in    money  management 


nOSTON-lONDOB'TOKtO 


iiiiiiiiiiiiiiiiiiiiiiiiiiikict 

For  more  information  about  the  Putnam  Family  of  Funds,  including  investment  policies,  charges,  and  expenses,  ask  your  financial  advisor  for  a  free  prospectus. 
Please  read  the  prospectus  carefully  before  you  invest  or  send  money.  Putnam  Mutual  Funds  Corp.,  Member,  NASD. 
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at's  this  nice  chap 
ng  hanging  around 

rowdy  Nascar  fans? 

If  you  want  to  invest  in  small  companies,  first  chew  the  beef  sticks. 


By  Mary  Beth  Grover 


What's  a  preppy  Stanford  M.B.A. 
doing  hanging  around  with  tattooed 
beer-guzzlers?  Researching  stocks. 

You  thought  stock  analysts  pored 
over  charts  and  computer  printouts? 
Many  do,  but  Stephen  Farley,  a  37- 
year-old  hedge  fund  manager  from 
New  York,  spends  his  time  at  car 
racetracks. 

"It's  definitely  culture  shock,"  says 
Farley.  But  when  two  of  your  largest 
investments  are  in  companies  catering 


to  the  six-pack  crowd,  you  learn  how 
to  fit  in. 

Farley  has  17%  of  his  portfolio  in 
International  Speedway,  the  Daytona 
Beach,  Fla. -based  operator  of  stock 
car  races  (Forbes,  July  3,  1995). 
When  he  first  started  buying  six  years 
ago,  the  company  had  a  market  value 
of  only  $80  million,  and  the  France 
family,  which  owned  61%  of  the 
shares,  was  not  interested  in  develop- 
ing a  wider  audience  for  the  stock. 


Money  manager  Stephen  Farley 
Checking  out  stocks 
at  150mph. 


The  company  refused  to  send  Farley 
an  annual  report. 

Yet  earnings  were  growing  at  20% 
a  year,  and  it  was  a  field  Farley  fol- 
lows. "I  religiously  track  anything 
that  has  to  do  with  sports,"  says 
Farley.  Not  because  he  likes  sports 
but  because  other  people  go  wild 
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Farley's  picks 


Company 

Recent 
price 

Market 
cap 
($mil) 

P/E*    5-year  projected 
earnings 
growth  rate 

These  little 
companies 

California  Center  Bankt 

13K 

$22 

5 

14% 

aren't  very  liquid, 

Comnet  Cellular 

30% 

423 

19 

25 

but  they  make 

Goodmark  Foods 

ITA 

137 

11 

12 

up  for  that 

Grey  Advertising 

238 

278 

11 

12 

with  prices 

Healthsource 

14 

896 

20 

20 

that  are  very 

World  Acceptance 

VA 

123 

10 

12 

low  in  relation 

*Based  on  next  fiscal  year's  earnings,  t Bid  price. 

to  earnings. 

about  them.  "People  get  so  worked 
up.  They'll  pay  anything  for  certain 
tickets." 

In  early  1991  he  went  to  the  Day- 
tona  500.  Out-of-control  fans  parked 
recreational  vehicles  in  the  infield. 
Beer  flowed  from  coolers.  Farley 
noted  a  hatband  proclaiming:  Kiss 
My  Ass,  I'm  on  Vacation.  Scalpers 
told  him  racegoers  often  paid  double 
face  value  even  for  crummy  seats.  The 
best  seats  went  for  $1,000. 

Farley  talked  to  the  cable  networks 
and  learned  they  were  receiving  three 
times  as  much  from  advertisers  as 
they  were  paying  the  France  family 
for  the  rights  to  broadcast  the  races. 
This  at  a  time  when  Rupert  Murdoch 
was  losing  money  on  NFL  football. 

Farley  figured  International  Speed- 
way could  easily  raise  ticket  prices  and 
charge  much  more  for  television 
rights.  Wincing  at  the  oudandish  12% 
spread  between  bid  and  asked  main- 
tained by  the  stock's  sole  market- 
maker,  Farley  put  in  a  standing  order 
to  buy.  By  the  end  of  1994  he  had 
amassed  a  split-adjusted  450,000 
shares. 

These  days  International  Speedway 
trades  at  20,  up  733%  from  Farley's 
earliest  buys.  The  France  family  is 
much  more  welcoming  to  investors. 
The  company  just  sold  4  million 
shares  through  a  Smith  Barney-led 
underwriting,  at  a  steep  31  times 
trailing  earnings.  Farley  isn't  buying, 
but  he  isn't  selling,  either.  There's 
room  for  more  boosts  in  ticket  prices 
and  broadcast  fees,  he  thinks. 

Stock  car  fans  love  Slim  Jims,  the 
jerky  made  by  Raleigh,  N.C. -based 
GoodMark  Foods.  Farley  knows  that 
because  he  saw  the  words  Slim  Jim 
displayed  on  a  stock  car. 

So  here  was  another  stock  to 
research,  and  he  was  off  to  visit  the 
Slim  Jim  plant:  "It  smelled,  and  gook 
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splattered  up  on  me  as  I  walked 
through.  As  soon  as  I  got  back  I  took 
everything  I  was  wearing,  including 
my  tie,  to  the  dry  cleaner."  But  look 
at  the  50%  market  share  for  Slim  Jim 
in  the  meat  stick  business.  Farley 
expects  earnings  to  be  up  50%  in 
fiscal  1997,  to  $1.30  a  share.  The 
stock  trades  at  13  times  that  number. 

Those  tattooed  guys,  where  do 
they  go  when  they  need  to  borrow 
money?  To  Greenville,  S.C. -based 
World  Acceptance,  which  makes 
short-term  loans  averaging  $440  to  a 
mostly  Southern  clientele.  Typical 
interest  rate:  58% — and  that's  before 
compounding.  Farley's  projection  of 
earnings  for  the  fiscal  year  ending 
March  1997:  53  cents  a  share.  At  a 
recent  price  of  6^,  the  stock  is  at  12 
times  that  forecast. 

But  Joe  Six-pack  isn't  the  only 
market  Farley  researches.  Tiny  Cali- 
fornia Center  Bank  (market  value, 
$22  million)  caters  to  Korean-Amer- 
icans living  in  Los  Angeles.  If  you  can 
swallow  the  6%  spread  between  the 
bid  and  the  ask  price,  the  stock  is  a 
buy,  Farley  says,  at  14%  (asked),  or  7 
times  trailing  earnings  and  1 . 1  times 
book.  Farley  expects  earnings  to  be 
up  25%  next  year. 

Another  Farley  pick,  this  one  a 
little  more  mainstream:  Grupo  Tele- 
visa,  which  controls  75%  of  Mexico's 
television  market.  He  acquired  most 
of  his  position  in  early  1995,  just  after 
die  peso  devaluation. 

Farley  concentrates  his  bets.  His 
five  largest  positions  account  for  half 
of  the  $50  million  he  has  under  man- 
agement. "Some  people  want  no 
stock  to  be  more  than  3%  of  their 
portfolio.  That's  baloney,"  he  says. 
"It's  less  risky  to  put  20%  in  a  stock 
you've  researched  thoroughly  than 
take  small  positions  in  20  stocks  you 
don't  know  as  well."  ■ 


It's  Time  For  A 
Business  Jet  Solution 
For  People  Who 
Never  Thought 
They  Could  Afford 
A  Business  Jet. 

All-inclusive  fractional  ownership 
of  Learjett  and  Challenger'1' 
aircraft  with  costs  tailored 
to  your  exact  requirements. 
Call:  1-800-590-JETS 

1  * 

BUSINESS 

JetSohitkms 


The  Executive  Aviation  Affiliate  of 

AmericanAirlines' 


Laucala  Island. 


Vacation  in  a  private  paradise,  as  tropical  and  secluded 
as  any  undiscovered  island.  Visit  Laucala,  a  Forbes 
Magazine  South  Pacific  Property  in  the  Fiji  Isles. 

This  pristine  paradise  offers  the  world's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  Waterski.  Go  deep-sea  fishing  on 
board  the  island's  private  fishing  boat.  Relax  by 
the  pool.  Do  it  all.  Or  do  nothing  at  all. 

Laucala  is  the  ultimate  vacation  experience  — 
the  finest  amenities  without  the  formalities.  All 
this  for  just  $2,100  pp  for  8  days  and  7  nights 
(plus  Fiji  tax).  And  that  includes  everything.  With 
its  own  private  runway  and  daily  scheduled  com- 
mercial flight,  Laucala  is  the  perfect  getaway. 

For  more  information, 
call  1-800-F0RBES-5. 
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Finally  there's  a  connection 
between  the  Internet  and 
the  human  heart. 


Lee  Stein.  VP.  First  Virtual 


"At  First  Virtual,  we  looked  around  for  organizations  that  understood  the  power  and  potential  of  the  Internet. 
When  we  learned  about  United  Cerebral  Palsy's  plans  to  create  major  online  resources  for  people  with  disabili- 
ties in  1997,  we  knew  we  had  a  partner.  We  see  this  relationship  having  a  long-term  positive  impact  on  everyone 
involved  at  First  Virtual.  It  fits  with  our  culture  of  personal  involvement  and  commitment  to  important  causes. 
This  is  our  first  national  corporate  sponsorship  and  we  are  genuinely  enthused." 
Please  join  us.  With  your  help,  virtually  anything  is  possible. 

ucp 

You  see  people.  We  see  promise. 


For  more  information  on  becoming  a  corporate  sponsor,  call  1  -  8  0  0  -  US  A-  5  UCP  x  5 1 1 3 


Sponsored  by  the  UCP  Volunteer  Corporate  Advisory  Committee 


THE  FORBES/ BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


People  who  invest  defensively  gener- 
ally sleep  better  than  those  who  own 
primarily  growth  stocks  that  trade 
more  on  expectations — or  expecta- 
tions of  expectations — than  on  earn- 
ings, cash  flow  and  dividends. 

Heartland  Small  Cap  Contrarian's 
fund  manager,  William  Nasgovitz, 
whose  value-based  portfolio  is  up 
18%  for  the  year,  looks  for  stocks  that 
are  cheap  relative  to  earnings  or  cash 
flow.  The  fund  is  less  than  two  years 
old,  so  it  is  too  new  to  be  rated  by 
Forbes. 

One  recent  pick  is  Houston,  Tex.- 
based  Cabot  Oil  &  Gas,  trading  at 
five  times  cash  flow.  Nasgovitz  also 
likes  Toronto- based  brokerage 
Fahnestock  Viner  Holdings,  which 
trades  on  the  New  York  Stock 
Exchange.  Its  earnings  and  cash  flow 
multiples  are  about  25%  and  50%, 
respectively,  of  the  overall  market's. 


The  overall  market 


Special  focus 


Yields  on  fixed -income  securities  look 
none  too  compelling  these  days,  but 
some  closed-end  bond  funds  look,  very 
cheap.  Below:  eight  funds  widi  minimum 
discounts  from  net  asset  values  of  9%. 
These  funds  fared  better  than  the  average 
fund  during  periods  of  rising  interest 
rates,  and  have  modest  expense  ratios. 


Closed-end  bond  bargains 


Fund 

Discount 
to 

NAV 

Expenses 

per 
$100 

BEA  Income 

10.2  % 

$0.92 

Dean  Witter  Govt  Income 

9.0 

0.73 

Fortis  Securities 

10.5 

0.78 

MFS  Charter  Income 

11.0 

0.92 

MFS  Multimarket  Income 

11.7 

0.91 

Municipal  Income  Trust  II* 

9.4 

0.74 

Putnam  Master  Income 

10.7 

1.02 

Putnam  Master  Intermediate 

13.6 

1.03 

'Tax-free  fund. 

Sources:  Upper  Analytical  Services:  Forbes. 
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The  Barra  All-US  price  index  as  of  12/6/96 

Market  value:  $8,266.1  billion 
P/E:  20.1 

P/E  minus  negative  EPS:  18.4 
Price/book:  2.9 
Yield:  1.7% 


12-month  closeup 

.-,nri  «8arra  index 
4.5UU  _i200-day  moving  average 


'36  '87 


Closeup  on  the  markets 


Index  or  investment 
Barra  All-US  index 
S&P/Barra  Growth  index 1 
S&P/Barra  Value  index 
Dow  Jones  industrials 
S&P  500 
NYSE 
Nasdaq 

PSE  Tech  100' 
EAFE" 

CRB  futures  index5 6 
Gold  IComex  spot) 
Yen'  (per  $US) 
Oil  (W  Texas  Intermediate) 


2-week  change 


%  change  from 
1  year  ago      5-year  high 


-0.8% 

-1.5 

-0.9 

-1.4 

-1.2 

-1.1 

1.0 

2.3 
-3.5 
-0.9 
-1.9 

1.3 

5.3 


_J 


17.9% 
20.2 
19.4 
23.8 
19.8 
18.6 
21.2 
20.0 
5.5 
-1.3 
-5.3 
11.5 
35.0 


-1.8% 
-2.6 
-2.0 
-2.5 
-2.3 
-2.2 
-1.0 
-1.0 
-3.5 
-7.5 
-11.1 
-9.0 
-1.2 


The  best  and  worst  performing  stocks 


2-week 

1996 

2-week 

1996 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS1 

Owen  Healthcare 

25  !/4 

80% 

$0.63 

Input/Output 

19  Ve 

-24% 

$  1.12 

Spyglass 

16  lA 

57 

0.02* 

Fleetwood  Enterprises 

287/8 

-21 

2.42 

Converse 

11  7/8 

42 

-0.92 

InterVoice 

llVz 

-21 

0.93 

Verity 

183/8 

35 

-0.13 

Wireless  One 

8 

-21 

-2.43 

HCIA 

36  Ve 

34 

0.67 

Gymboree 

223/t 

-19 

1.32 

The  best  and  worst  performing  industry  factors6 


Best 

2-week 
change 

Change 
since 
12/31/95 

Worst 

2-week 
change 

Change 
since 
12/31/95 

Tobacco 

4.7% 

18.8% 

Misc  mining  metals 

-4.9% 

1.7% 

Water  transport 

2.5 

19.9 

Electric  utilities 

-4.5 

0.5 

Containers 

2.2 

26.0 

Iron  &  steel 

-4.5 

-8.5 

Life  insurance 

2.2 

28.2 

Thrifts 

-4.5 

35.9 

Apparel,  textiles 

2.1 

48.3 

Oilfield  services 

-3.6 

62.4 

Note:  Data  for  period  ending  12/6/96.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  2Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  =  50  (adjusted),  12/31/82. 4A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  5lndex  of  21 
commodity  futures.  6Source:  Knight-Ridder  Financial  Publishing.  'Estimate.  Source:  IBES  Express.  8Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  *1997  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Id  curve 


Recent 


6.0 


5.5 


5.0 


One  year  ago 


3  months 


10 


20 


30 


Maturity  (years) 


30-year  rate  minus  1-year  rate 


500 


400 


300 


Basis  points1 


-100 


'87 


'89 


'90 


'91 


•92 


'93 


'94 


'95 


'96 


Yield  versus  inflation 


12% 


Inflation 


'87 


'89 


'90 


'91 


'92 


'93 


'94 


'95 


'96 


Spread  over  Treasurys 

Total  returns 

Security4 

Basis  points' 

Security4 

1  year 

3  years8 

AA  corporates 

32 

AAA  corporates 

6.4% 

7.3% 

AAA  industrials 

15 

Ginnie  Maes 

7.8 

7.7 

Ginnie  Maes 

47 

Junk  corporates' 

11.7 

9.1 

Junk  corporates 

412 

Municipals7 

5.9 

6.1 

Municipals67 

-73 

Treasury  bonds 

5.2 

6.0 

BY  ERIC  S.  HARDY 


At  first  glance,  the  relatively  paltry 
yields  offered  by  fixed-income  securi- 
ties— ranging  from  3%  for  tax-free 
money  funds  up  to  12%  for  low-qual- 
ity junk  bonds — are  hardly  com- 
pelling when  stocks  gained  8%  during 
November  alone.  Then,  in  early 
December,  the  stock  market  remind- 
ed investors  why  it  pays  to  have  some 
bonds  in  the  portfolio. 

The  outlook  for  the  bond  market? 
cs  First  Boston's  chief  market  strate- 
gist, Matthew  Alexy,  says  that 
investors  can  look  forward  to  contin- 
ued low  inflation,  slow  but  sustain- 
able economic  growth  and  a  cooper- 
ative Federal  Reserve  that  probably 
won't  raise  interest  rates — at  least  for 
the  time  being — regardless  of  Alan 
Greenspan's  Dec.  5  musings. 

Alexy's  prediction  is  that  the  30- 
year  Treasury  bond  yield  will  remain 
in  a  narrow  range  of  6%  to  6.5% 
during  the  next  12  months.  One  con- 
cern, he  says,  is  that  the  relatively  flat 
yield  curve  (see graph,  top  left)  might 
compel  investors  to  reach  for  yield  by 
going  too  far  out  on  the  maturity 
spectrum,  thus  making  them  vulner- 
able to  an  (unexpected)  spike  in  bond 
yields. 

AG  Edwards'  chief  economist,  Ray- 
mond Worseck,  isn't  as  optimistic. 
"Bond  yields  [on  the  30-year  Trea- 
sury benchmark]  should  go  as  high  as 
7%  next  year,  thanks  to  an  uptick  in 
inflation,"  he  comments.  Worseck 
thinks  that  wage  pressures  will  be  one 
of  the  catalysts. 

One  way  to  play  the  bond  market 
is  with  heavily  discounted  closed-end 
bond  funds.  University  of  North 
Florida  finance  professor  Seth  Ander- 
son notes:  "Historically,  closed-end 
bond  funds  selling  at  a  large  discount 
to  net  asset  value  usually  outperform 
closed-ends  lacking  big  discounts." 
Anderson's  data  also  indicate  that 
closed-end  bond  mutual  funds  have 
better  long-term  performance  than 
comparable  open-ended  funds.  See 
page  159  for  a  table  of  eight  deeply 
discounted  closed-end  fixed-income 
bond  funds  that  also  have  relatively 
low  expense  ratios. 


Note:  Most  information  provided  by  Barra,  Inc..  Berkeley,  Calif.  Data  through  11/29/96.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  2 Yield  on  10-year 
Treasurys.  3The  trailing  12-month  increase  in  the  overall  Consumer  Price  Index.  "Composite  maturities.  ^Source:  CS  First  Boston.  6Spread  between  long  maturity  municipal  bonds 

and  30-year  U.S.  Treasury  bond.  7Source:  Lehman  Brothers.  "Annualized. 
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Made  with  fine  aged  Scotch,  delicate  herbs  and  a  touch  of  heather  honei). 

TU    Attract  ion    of  Drambuie. 


HtY  &  INVtSIMtMb 
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PrrrsxoN  Brink's  Group 

™®  (pzb),  a  wholly-owned  sub- 
j  sidiary  of  the  Connecticut- based 

sight  and  mineral  Pittston  Co.,  is  a 
big  name  in  home  security  and 
armored  trucks.  But  the  stock  has  been 
no  safe  haven:  The  NYSE-listed  shares, 
spun  off  a  year  ago,  recently  traded  at 
$25,  down  24%  from  October  highs. 

Investors  fear  the  home  security 
business  is  slowing.  Nonsense,  says 
Andrew  Jeffrey,  analyst  at  Robert- 
son, Stephens  &  Co.  Buy  the  stock. 

Analysts  reckon  pzb's  businesses 
are  worth  $45,  more  than  80%  over 
recent  prices.  A  believer,  Tiger  Man- 
agement's Julian  Robertson  owns 

ll%ofPZB. 

Brink's  Inc.,  the  largest  armored 
car  service  provider,  has  10%  of  the 
$500  million  U.S.  market  for  servic- 
ing nonbank  automated  teller 
machines.  Brink's  is  big  overseas — 
where  there  are  triple  the  ATMs — it 
has  operations  in  55  countries.  This 
is  still  a  growth  business.  Worth  $20 
a  share. 

Fleeing  Fila 

^j^m    Fila  Holding  SpA,  the  hip 

^     Italian  sports  apparel  and 
footwear  brand,  has  been  a  phe- 
nomenal growth  story.  With  8%  of 
the  U.S  sport  shoe  market,  Fila  hit 
the  jackpot  in  1991  peddling  sneak- 
ers to  inner-city  kids.  Earnings-per- 
share  growth  at  this  $1.3  billion 
(sales)  company  has  averaged  nearly 
50%  a  year  for  the  past  three;  net 


Hoops  great  Grant  Hill  of  the  Detroit  Pistons 
His  shots  are  hot — his  shoes  are  not. 


The  home  security  division  makes 
money  on  monthly  monitoring  fees; 
trouble  hits  when  customers  cancel. 
In  1996  its  cancelation  rates  were 
7.5%,  well  below  industry  average. 
Value  it  at  $25  a  share. 

As  a  so-called  tracking  stock  for 
Pittston,  pzb  could  be  a  defendant 
in  a  suit  brought  against  another 
Pittston  division.  Unlikely,  says  Jef- 
frey. When  Pittston  settled  a  $50 
million  suit  brought  by  the  mine 
workers  union  in  March,  pzb  wasn't 
affected.  -Caroline  Waxler 


income  almost  doubled  in  the  most 
recent  12  months.  Fila's  NYSE-listed 
ADRs  (flh)  roared  from  $18  in  a 
1993  IPO  to  a  recent  $65.75. 

Short  the  stock.  Sport  shoe 
addicts  are  a  fickle  bunch,  and 
they're  moving  on.  Retailers  say 
Fila's  $100  Grant  Hill  basketball 
shoes  languish  on  shelves;  back-to- 
school  offerings  aren't  measuring  up 
to  past  seasons'  sales.  More  than 
40%  of  Fila's  revenues  come  from 
sales  of  footwear  in  the  U.S. 

Fila  sneakers  are  more  stylish  than 
high-performance  Nikes  and 
Reeboks.  So  they're  vulnerable  to 
gym-shoe  newcomers  Tommy  Hil- 
figer,  Donna  Karan  and  Ralph 
Lauren.  Analysts  think  these  brands 
will  snare  7%  of  the  $8.5  billion 
U.S.  market  by  1999 — most  taken 
from  Fila.  Gap,  Banana  Republic 
and  J.  Crew  have  also  entered  the 
fray.  Selling  direcdy  to  the  public, 
they  can  roll  out  trends  faster;  their 
offerings  will  be  cheaper  than  Fila's. 

Fila's  shareholders  have  gotten  a 
taste  of  what  happens  when  a  fash- 
ion fad  fizzles.  Worries  over  third- 
quarter  results  sent  the  shares  down 


38%  from  September  highs  of 
$106.  Fraud-related  arrests  of  five 
executives  at  Fila's  controlling 
shareholder,  Italy- based  Gemina 
(controlled  by  the  Agnelli  family), 
didn't  help.  The  shares  are  borrow- 
able;  one  money  manager  thinks 
the  ADRs  will  fall  24%  within  six 
months,  to  $50.  -C.W. 

Do  North 

High  yields,  safety  and  a 
currency  kicker  are  three 
reasons  to  buy  Canada's  8%  gov- 
ernment bond  due  June  2023. 

So  says  Lehman  Brothers  sover- 
eign debt  analyst  Robert  Kania. 
Reason?  Canada's  version  of  the 
Federal  Funds  rate — the  Call  Loan 
rate — has  fallen  to  3%,  a  30-year 
low.  Inflation  is  just  1.5%  north  of 
the  border  versus  3.3%  here,  and 
the  Canadian  government  has  cut 
spending  by  nearly  $8  billion  in 
the  last  three  years. 

As  a  result,  yields  on  Canada's 
long  bond  should  fall  from  the 
current  7%  to  6.5%  by  next 
December,  according  to  Kania. 
During  that  time,  the  Canadian 
dollar — now  around  74  cents  to 
the  greenback — should  climb  to 
around  78  cents. 

The  bonds  trade  at  a  C$111.97; 
current  yield  is  7%.  Kania  thinks 
they'll  rise  to  C$118.55  by  the 


end  of  1997.  A  currency  rally 
could  bring  total  returns  to 
18.7%,  without  reinvesting  the 
coupon.  The  equivalent  30-year 
U.S.  Treasury  held  for  a  year 
would  earn  6.5%. 
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What  are  the  risks  in  this  trade? 
Inflation,  mainly.  But  with  unem- 
ployment hovering  at  10%,  upward 
pressure  on  wages  is  unlikely. 

-Stephen  S.  Johnson 

Power  outage 

Utility  stocks  used  to  be 

^    safe -money  plays  for  folks 
who  like  stability  and  yields.  No 
longer.  Deregulation  is  bringing 
competition  to  the  power  industry; 
there  will  be  winners  and  there  will 
be  losers. 

A  loser:  Connecticut- based 
Northeast  Utilities  (nu).  This  nyse- 
listed  stock  is  down  53%  from  a  year 
ago,  thanks  to  a  dividend  cut  in  July. 
At  a  recent  11%,  the  stock  remains 
vulnerable.  Short  it — the  shares  are 
borrowable. 

The  largest  utility  in  New  Eng- 
land, NU  serves  1.7  million  cus- 
tomers in  Connecticut,  western 
Massachusetts  and  New  Hampshire. 
Half  its  power  comes  from  problem- 
plagued  nuclear  plants.  The  Nuclear 
Regulatory  Commission  has  put 
NU's  Millstone  plant  on  its  "watch 
list"  for  possible  closure:  All  three 
units  are  already  out  of  service.  The 
Connecticut  Yankee  nuclear  plant, 
shut  down  last  summer,  will  never 
reopen.  In  1996  the  company 
shelled  out  an  estimated  $500  mil- 
lion in  operating  and  maintenance 
costs  on  its  nuclear  power  plants, 
and  to  replace  the  power  lost  when 
they  were  put  out  of  service.  This 
amounts  to  13%  of  estimated  1996 
revenues. 

Before  deregulation,  NU  could 
simply  raise  rates  to  cover  these 
costs.  Not  anymore.  Customers  in 
Massachusetts  and  other  states  will 
soon  be  able  to  turn  to  a  lower-cost 
power  seller  like  Enron  for  their 
electricity.  High  time:  Utility  costs 
in  the  Northeast  are  the  country's 
highest. 

Some  money  managers  bet  NU 
will  have  to  omit  its  dividend  alto- 
gether. Even  if  it  doesn't,  the  stock 
could  drift  down  to  $9  in  six 
months — a  26%  fall — if  it  looks  like 
NU  will  miss  the  late  1997  target 
date  to  reopen  the  Millstone  plant. 
The  company  denies  that  it  will  sus- 
pend its  dividend,  but  we've  heard 
that  song  before.  -C.W.  HB 


New  Enterprise  Associates 
is  pleased  to  announce 

THE  FORMATION  OF  NEA  VII,  L.P. 

$300,000,000 

$1  Billion  in  Limited  Partner  Distributions 
99  Initial  Public  Offerings 


Venture  Partners  for 
Entrepreneurs  in  Medical 
and  Information  technology. 


Menlo  Park,  CA:  415.854.9499 
Baltimore,  MD:  410.244.0115 
http://www.nea.com 


This  announcement  appears  as  a  matter  of  record  only. 


LEAVING  YOUR  MB? 
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Free  T.  Rowe  Price  kit  helps  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  what  to  do  with 
your  retirement  plan  payout  may  be  one  of  the  most 
important  decisions  you'll  make.  And  current  law 
makes  your  choices  more  complicated— and  more 
important — than  ever.  Depending  on  your  decision,  the 
IRS  could  withhold  20%  of  your  retirement  money. 

We  help  you  know  all  your  options.  Our  up-to-date 
kit  can  help  you  understand  all  your  options.  In  plain,  straightforward 
language,  we  give  you  the  accurate,  detailed  facts  you  need  to  help 
decide  what's  best  for  you.  And,  with  our  free  Direct  Rollover  Service, 
we  can  coordinate  your  request  directly  with  your  previous  employer, 
if  you  so  choose. 

Call  for  more  information  and  a  free  kit 

1-800-541-7852 


Invest  With  Confidence® 

T.RoweRiee 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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mi  SPOTLIGHT 


o  rust  here 


Metal  benders  don't  have  a  lot  of  fans  on  Wall  Street. 
You  can  buy  decent  ones  at  ten  times  earnings. 

By  Eric  S.  Hardy 


The  1980s  were  not  a  pros- 
perous time  for  Cleveland  - 
Cliffs.  This  150-year-old  Ohio 
iron  ore  producer  eliminated 
its  dividend  not  long  after  one 
of  its  largest  customers,  LTV, 
filed  for  bankruptcy.  By  1988 
Cleveland-Cliffs'  share  price 
and  book  value  were  down 
around  $14,  half  of  what  they 
were  in  1980.  This  one  stock 
summed  up  all  that  was  wrong 
with  the  industrial  heartland. 

Fast  forward  to  1996.  Cleve- 
land-Cliffs is  on  track  to  record 
profit  at  about  $5  per  share, 
and  its  book  value  should  top 
$32.  The  dividend  was 
restored  in  1989  and  is  now 
$1.30.  "Cleveland -Cliffs  looks  under- 
valued based  on  any  measure  of 
value,  including  earnings  and  cash 
flow,"  says  Michael  Beall,  an  analyst 
with  Davenport  &  Co.  of  Virginia  in 
Richmond. 

Does  Wall  Street  have  faith  in  this 
comeback?  Not  really.  Cleveland- 


Cliffs  sells  for  about  nine  times  trail- 
ing profits,  less  than  half  the  market 
multiple. 

"U.S.  manufacturing  is  as  strong  as 
it's  been  in  40  years,  but  people  are 
just  beginning  to  notice,"  says 
National  Association  of  Manufactur- 
ers President  Jerry  J.  Jasinowski. 


Manufacturing  prospects  remain 
good.  The  Federal  Reserve's  indus- 
trial production  index,  which  tracks 
the  quantity  (not  the  dollar  value)  of 
output,  hit  a  record  high  in  Septem- 
ber. Teresa  Luetjen  of  the  wefa 
Group  predicts  the  index  will  set 
more  highs  in  the  next  six  months. 

And  manufacturers  have  much 
better  inventory  controls  than  they 
did  a  decade  or  two  ago. 
2  Thanks  to  freer  international 
S  markets,  there  is  less  likelihood 
|  of  commodity  or  labor  costs 
5  spiraling  out  of  control. 

The  table  shows  some  small 
to  medium-size  manufacturers 
trading  at  below-market  mul- 
tiples of  their  earnings,  book 
value  and  dividends.  All  are 
priced  at  less  than  12  times  the 
ibes  forecast  for  1997  profits. 

Youngstown,  Ohio's  Com- 
mercial Intertech — like  Cleve- 
land-Cliffs— is  smack  in  the 
middle  of  what  used  to  be 
called  the  Rust  Belt.  But  the 
metal  here  is  pretty  shiny. 
Intertech  makes  hydraulic  sys- 
tems for  trucks,  as  well  as  other 
industrial  products.  The  firm  yields 
close  to  5%  and  sells  for  just  over  30% 
of  its  $510  million  sales.  It  hasn't  lost 
money  since  1934. 

U.S. -based  manufacturing  isn't 
dead,  but  because  the  current  market 
prefers  glamour  and  growth,  manu- 
facturing seems  undervalued.  Hi 


Smokestocks 


Company/business                                  Recent   Price  divided  by   Yield         Sales  Market 

price   earnings                                 book  ($mil)  value 

last        1996*        1997*       sales      value  ($mil) 
12  mos 


Alamo  Group/median-strip  mowers 

173/s 

13.4 

13.3 

11.2 

0.9 

1.8 

2.3% 

$180 

$166 

Cleveland-Cliffs/iron  ore  production 

433/s 

8.9 

8.6 

9.0 

1.0 

1.4 

3.0 

513 

493 

Commercial  Intertech/hydraulic  systems 

ll'/s 

7.9 

6.2 

6.8 

0.3 

1.5 

4.5 

510 

161 

Excel  Industries/auto  parts 

16 

9.1 

10.4 

9.3 

0.2 

1.2 

2.8 

801 

171 

Hardinge/machine  tools 

27 

9.6 

9.8 

9.0 

0.8 

1.2 

2.8 

219 

175 

Kaman/aircraft  components 

llVi 

12.4 

12.0 

9.9 

0.2 

1.3 

3.8 

956 

209 

Roanoke  Electric  Steel/specialty  steel 

15 

7.7 

7.71 

7.2 

0.5 

1.3 

3.2 

246 

115 

Simpson  Industries/auto  parts 

1072 

11.3 

11.3 

9.8 

0.5 

1.7 

3.8 

408 

190 

AO  Smith/auto  &  truck  frames 

313/4 

10.3 

10.2 

9.1 

0.3 

1.2 

2.1 

1,636 

477 

Unit  Instruments/precision  instruments 

9 

6.8 

7.3 

6.2 

0.6 

0.8 

2.7 

64 

39 

S&P  500 

7502 

20.8 

18.4 

162 

1.3 

4.3 

2.0 

4,4423 

5.7133 

'Estimated.  'Reported  earnings.  'Value  of  index.  'Billions  of  dollars. 
Sources:  IBES,  Inc.  and  Market  Guide  via  OneSource  Information  Services. 


Factories  are  out  of  favor.  You  can  get  good  ones  at  half  the  market  multiple. 
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STATISTICAL  SPOTLIGHT 


Tornado  insurance 

Do  you  want  to  be  in  stocks  that  mutual  funds  love 

or  that  Wall  Street  shuns?  There  are  virtues  on  both  sides. 


By  Peter  Brimelow  and  Mark  Hulbert 

Federal  Reserve  Chairman  Alan 
Greenspan  spooked  the  stock  market 
with  his  Dec.  5  speech  hinting  that  it 
might  be  overvalued.  But  only 
because  any  bull  market  of  this 
longevity  is  eminently  spookable. 
We've  been  spooked  for  years,  along 
with  most  of  the  long-term  top-per- 
forming investment  letters  as  mea- 
sured by  die  Hulbert  Financial  Digest 


monitoring  service.  That's  why  we've 
been  offering  (May  9,  1994;  July  3, 
1995;  Mar.  25,  1996)  lists  of  stocks 
designed,  respectively,  for  investors 
who  are  confident  and  for  those  who 
emphatically  aren't  but  fear  to  miss 
out  on  any  further  market  move. 

We  call  these  stocks,  respectively, 
"tornado-prone"  and  "tornado- 
proof."  There  are  reasons  to  buy 


both  lists.  But  tornado-prone  stocks 
are  expected  to  be  more  volatile  than 
the  market,  tornado-proof  less — espe- 
cially on  the  downside. 

In  this  most  recent  period,  both 
lists  outperformed  the  dividend-rein- 
vested Russell  2000,  which  gauges 
the  secondary  market  from  which 
they  tend  to  be  drawn  (see  chart,  p. 
166).  However,  they  did  so  in  an 


Tornado-proof  stocks 


Company/business 

Rprpnt 

52-week 

P/F 

I  Iclu 

IVIdlKcl  VdlUc 

price 

high 

low 

($mil) 

($mil) 

Abaxis/medical  supplies 

3'/4 

73/4 

3'/4 

NM 

$32 

$5 

Adaptive  Solutions/computer  peripherals 

l3/8 

6'/8 

1 

NM 

9 

14 

Analysis  &  Technology/computer  services 

Wi 

15'/4 

12'/4 

10.9 

1.9% 

33 

124 

Biocircuits/biotechnology 

27/s 

73/4 

l3/4 

NM 

21 

0.2 

Carver/audio  equipment 

3 

33/4 

1 

NM 

11 

16 

Concord  Camera/photographic  equipment 

l7/8 

5>/4 

l5/8 

NM 

20 

67 

Corcom/communications  equipment 

7'/4 

123/4 

5 

7.0 

27 

33 

Deb  Shops/apparel  stores 

5'/4 

6'/2 

3 

NM 

3.9 

67 

183 

First  Albany/securities  brokerage 

Wi 

11VS 

9 

8.3 

2.2 

50 

154 

Gandalf  Technologies/computer  network  systems 

4'/4 

2'/4 

NM 

181 

106 

Genta/pharmaceuticals 

5/8 

3 

V, 

NM 

22 

5 

Giga-tronics/electronics 

8'/8 

163/4 

6'/4 

16.2 

27 

27 

Handex/environmental  &  educational  services 

\t/i 

127/s 

47/8 

NM 

86 

70 

Integral  Systems/computer  systems 

273/4 

31 

19 

NM 

26 

11 

Intelligent  Systems/computer  software  &  services 

3 

3'/8 

l3/4 

3.9 

16 

27 

LabOne/laboratory  testing  services 

163/4 

191/. 

12'/2 

NM 

4.3 

219 

57 

Laserscope/medical  supplies 

53/8 

m 

Wi 

NM 

64 

34 

Micronics  Computers/computer  motherboards 

23/8 

4'/4 

l5/8 

NM 

33 

198 

Mitcham  Industries/leases  oilfield  equipment 

w* 

9'/8 

37/s 

17.1 

40 

9 

Natural  Wonders/specialty  stores 

5'/2 

754 

1% 

15.4 

43 

140 

Norex  Industries/oil  &  gas;  maritime 

32 

337/s 

1254 

NM 

201 

14 

Pacific  Sentinel  Gold/mining  (gold  and  other  metals) 

3/4 

l'/8 

% 

NM 

18 

0.1 

Shopsmith/power  woodworking  tools 

23/8 

27/8 

l3/8 

4.0 

6 

18 

Specialty  Equipment/cooking  &  refrigeration  equipment 

ll3/4 

153/4 

95/8 

9.6 

205 

392 

Swing-N-Slide/playground  equipment 

3 

55/8 

2Vl 

8.8 

18 

40 

Taseko  Mines/gold  &  copper  mining 

47/s 

4'/2 

NM 

60 

0.03 

TCI  International/broadcasting  &  communications  equipment 

7 

lO'/s 

6'/8 

17.9 

22 

30 

Team/environmental  services 

l5/8 

25/8 

l'/4 

NM 

8 

49 

US  HomeCare/home  health  care  services 

3/4 

25/8 

Vz 

NM 

6 

65 

Prices  as  of  Dec.  6.  NM:  Not  meaningful. 

Sources:  IBES,  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Hulbert  Financial  Digest. 


All  stocks  are  recommended  by  at  least  one  ten-year-plus  market-beating  newsletter, 
and  have  no  significant  analyst  coverage. 


Forbes  ■  December  30,  1996 


165 


30% 


a  muta  interna 


Ahead,  but  no  tornado 


Proof 
Prone 

Russell  2000 


3/11 


Both  stock  groups 

30% 

are  ahead 

25 

of  the  market — 

20 

but  not 

15 

in  the  order 

10 

we  expected. 

5 

0 

-5 

unexpected  way.  The  tornado-prone 
list  was  more  stolid  than  the  tornado- 
proof  list,  both  on  the  up  and  the 
down  side.  We  surmise  this  reflects 
mutual  fund  behavior.  But,  hey,  we're 
ahead  — who  cares? 

The  theory  behind  our  lists:  Tor- 
nado-proof stocks  are  recommended 
by  at  least  one  of  the  top-performing 
letters  but  are  ignored  by  Wall 
Street — they  have  virtually  no  institu- 
tional coverage.  Studies  have  shown 


that  on  average  such  "neglected 
stocks"  do  better  than  the  market. 
And  our  neglected  stocks  have  a  top 
letter's  approval  as  well. 

Tornado-prone  stocks  are  anything 
but  ignored  by  Wall  Street.  They  are 
so  popular  that  they  are  widely  owned 
by  those  funds  most  used  by  the 
mutual  fund  switch  letters.  Thus  these 
stocks  are  most  vulnerable  to  being 
dumped  by  mutual  funds  in  any  sell- 
ing panic.  Remember  selling  panics? 


Generally,  we  expect  that  tornado- 
proof  stocks  will  prove  out  over  the 
long  term.  But  this  time  two  of  our 
29  tornado-proof  picks  weren't  wait- 
ing. Norex  Industries,  an  Amex- 
traded  investor  in  energy  and 
maritime  companies  leapt  142%. 
Laserscope,  an  o-t-c  surgical  laser 
manufacturer,  leapt  110%.  Without 
these  jewels,  our  list  would  have  been 
much  closer  to  the  market  average. 
But  that's  the  beauty  of  setting  our 
net  wide. 

On  the  other  hand,  we  attribute  the 
stolidity  of  our  tornado-prone  stocks 
to  the  widely  reported  fact  that  mutual 
funds  were  not,  in  fact,  spooked  to  the 
point  where  they  were  dumping  stock 
in  the  short,  early  summer  downdraft. 
That  still  has  to  happen.  Should  be 
something  to  see.  tM 


Mark  Hulbert  can  be  reached  at 
hfd@delphi.com. 


Tornado-prone  stocks 


Company/business 

Recent 

52-week 

P/E 

Yield 

Holdings* 

Market  value 

Sales 

price 

high 

low 

(Smil) 

($mil) 

Alexander's/real  estate 

737/s 

747s 

647s 

NM 

198 

$369 

$19 

Ametek/manufactures  electrical  instruments 

20'/4 

2274 

16 

13.5 

1.2% 

84 

661 

866 

Ashland  Coal/mines  coal 

26'/8 

267s 

2072 

26.4 

1.8 

68 

353 

610 

Avatar  Holdings/real  estate 

31 

4072 

2972 

NM 

103 

-  282 

119 

Avondale  Financial/bank 

167s 

1772 

1272 

18.0 

153 

64 

45 

BHA  Group/environmental  services 

16% 

1874 

1272 

15.4 

0.7 

65 

101 

118 

Black  Hawk  Gaming  &  Development/casinos 

5J4 

107s 

4'/2 

8.6 

321 

14 

1 

Cambrex/chemicals 

3oy2 

347/s 

247s 

14.9 

0.7 

63 

355 

360 

CORT  Business  Services/rents  office  furniture 

217/s 

227s 

15 

18.1 

106 

234 

217 

DVI/leases  medical  equipment 

13'/4 

1778 

117s 

16.4 

65 

139 

57 

Eagle  USA  Airfreight/airfreight  forwarding  services 

25'/. 

2774 

1074 

38.3 

61 

215 

163 

Earthgrains/baked  goods 

503/; 

5378 

297s 

NM 

0.4 

199 

514 

1,665 

GoodMark  Foods/meat  snacks 

17'/8 

1874 

1374 

22.8 

1.2 

71 

130 

178 

Home  Beneficial/insurance 

257s 

2774 

2372 

11.5 

3.5 

82 

226 

205 

MacDermid/chemicals 

353/4 

3974 

18 

21.3 

0.6 

398 

297 

260 

McClatchy  Newspapers/newspapers 

305/s 

3178 

2172 

24.9 

1.2 

67 

218 

619 

McDermott  (J  Ray)  SA/marine  construction 

25 

30 

16 

NM 

76 

1,009 

1,314 

Mid-America  Bancorp/bank 

18 

1974 

1572 

11.0 

3.8 

1,306 

164 

95 

NOVA  (A!berta)/energy 

9l/8 

10 

772 

14.3 

3.9 

116 

4,380 

3,234 

Russell  Corp/apparel 

29'/2 

3374 

237a 

16.7 

1.8 

60 

1,128 

1,187 

Saga  Communications/broadcasting 

19'/2 

247s 

1174 

48.8 

148 

138 

50 

Salick  Health  Care/health  care  facilities 

39'/2 

407s 

36 

42.8 

66 

223 

159 

SBE/data  processing 

3'/2 

1474 

37s 

NM 

130 

8 

14 

Seafield  Capital/insurance 

35 

397z 

3374 

NM 

3.4 

80 

227 

111 

Smart  &  Final/wholesales  food 

21'/2 

26 

1972 

19.2 

0.9 

247 

437 

1,279 

Student  Loan  Corp/originates  &  services  student  loans 

3672 

4174 

32 

11.4 

1.3 

85 

730 

526 

Unifi/textiles 

31 

3172 

2174 

21.4 

1.4 

92 

2,000 

1,631 

Prices  as  of  Dec.  6.  *Total  mutual  fund  holdings  expressed  as  the  number  of  days  of  average  recent  trading  volume.  NM:  Not  meaningful. 
Sources:  IBES,  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Mormngstar;  Hulbert  Financial  Digest. 


Stocks  are  held  by  at  least  four  funds  used  by  switchers;  total  fund  holdings  greater  than  60  days  average  trading  volume. 
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THE  CHIEF  FINANCIAL  OFFICERS  FORUM 

February  9 -11,1997 
The  Westin  Rio  Mar  •  Rio  Mar,  Puerto  Rico 
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The  exclusive  annual  gathering  of  CFOs  from  the  largest  public,  private 
and  international  companies. 

Attendance  is  by  invitation  only.  For  information  call  212-206-5521. 

Limited  sponsorship  opportunities  are  available.  For  information 
call  William  H.  DeGraff.  Director  of  Partnership  Development 
at  212-206-5151. 

Presented  in  Association  with: 
American  Express 
American  Stock  Exchange 
KPMG  Peat  Marwick  LLP 
Liberty  Mutual  Group 


FEATURED  SPEAKERS  INCLUDE: 
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HI.  Domingo  F.  Cavallo.         Michael  W.  Brown         Adrian  J.  Slywotzky.  Steve  Forbes. 

Former  Finance  Minister.       Vice  President  Finance     Author.  Value  Migration:  President 

Argentina                   andCFO            How  to  Think  Several  and  Editor-in-Chief. 

Microsoft  Corporation        Moves  Ahead  ot  the  Forbes  Magazine 
Competition 


POINT 


Cornmerzbank's  focus  on  German 
and  European  economic  issues 


Germany's  current- 
account  deficit  and 
financial  markets 


German  unification  radically  altered  the  structure  of  the 
country's  balance  of  payments.  Whereas  the  second  half 
of  the  1980's  saw  high  current-account  surpluses,  which 
were  reflected  in  correspondingly  large  increases  in 
German  assets  abroad,  there  have  been  sizeable  deficits 
since  1991.  As  a  result,  net  foreign  assets  have  shrunk. 
But,  contrary  to  what  might  have  been  expected, 
Germany's  change  from  being  a  net  exporter  of  capital 
into  a  net  importer  has  not  exposed  the  D-mark  to  sus- 
tained downward  pressure,  nor  have  any  lasting  adverse 
effects  been  registered  in  the  financial  markets. 


The  most  important  reason 
for  the  current  account's  slide 
into  deficit  was  the  surge  in 
demand  from  eastern  Germany, 
causing  imports  to  rise  sharply. 
At  the  same  time,  the  expansion 
of  German  exports  during  the 
early  1990s  was  weak,  given  the 
slowdown  in  the  world  economy 
and  the  inability  of  producers  in 
the  former  GDR  to  compete 
internationally.  Since  sales  pros- 
pects were  often  better  in  east- 
ern Germany  than  in  the  fiercely 
contested  world  markets,  some 
German  goods  that  would  other- 


international  presence: 

Almaty.  Amsterdam, 
Antwerp,  Atlanta,  Bangkok, 
Barcelona,  Beijing,  Beirut, 
Bombay,  Bratislava,  Brussels, 
Budapest,  Buenos  Aires,  Cairo, 
Caracas,  Chicago,  Copenhagen, 
Dublin,  Geneva,  Gibraltar, 
Grand  Cayman,  Hong  Kong, 
Istanbul,  Jakarta,  Johannes- 
burg, Kiev,  Labuan,  London, 
Los  Angeles,  Luxembourg, 
Madrid,  Manama,  Mexico  City, 
Milan,  Minsk,  Moscow,  New 
York,  Novosibirsk,  Osaka, 
Paris,  Prague,  Rio  de  Janeiro, 
Sao  Paulo,  Seoul,  Shanghai, 
Singapore,  St.  Petersburg, 
Sydney,  Taipei,  Tehran,  Tokyo, 
Toronto,  Warsaw,  Zurich. 


wise  have  been  exported  went 
there  instead. 

This  abrupt  change  in  the 

structure  of  Germany's  balance 
of  payments  was  reflected  in  a 
reversal  of  its  capital  flows.  A 
net  export  of  funds  to  the  tune  of 
DM475bn  from  1986  to  1990 
became  a  net  import  of  DM240bn 
between  1991  and  1995.  This 
was  even  more  than  was  re- 
quired to  compensate  for  the  cur- 
rent-account deficit;  the  Bundes- 


The  price  would  certainly  have 
been  higher,  though,  if  the 
markets'  faith  in  the  D-mark  as 
a  stable  investment  currency 
had  not  been  maintained.  Since 
the  fall  of  the  Berlin  Wall,  the 
external  value  of  the  German 
currency  has  risen  by  a  sixth. 
Thus,  even  during  the  critical 
phase  of  the  first  post-unificaJ 
tion  years,  high  interest  rates 
and  the  upward  potential  of  the 
D-mark  lured  foreign  capital 
into  German  securities. 


Germany's  current  account  and  capital  flows 

in  DM  billion 


150 


-100  - 


-150 


1990 


1991 


1992 


1993 


1994 


1995 


balance  on  capital 
transactions 


change  in  Bundesbank's 
net  external  assets 


1996* 

current 
account 


*)  1st  to  3rd  quarter  1996 


bank  added  to  its  net  foreign 
assets  during  this  period. 

The  change  in  the  direction  of 
capital  flows  mainly  occurred  in 
securities  transactions,  through 
which  a  net  DM268bn  entered 
Germany  between  1991  and 
1995.  In  addition,  banks  import- 
ed DM137bn  in  the  form  of 
short-term  funds,  for  the  most 
part  a  reflection  of  other  balance- 
of-payments  transactions.  But 
how  was  this  massive  swing  in 
financial  flows  engineered? 

During  the  1980's,  DM- 

denominated  bonds  bore  lower 
interest  rates  than  comparable 
US  issues.  Immediately  after 
unification,  however,  they  jumped 
to  roughly  US  levels.  These  were 
the  rates  demanded  by  the  mar- 
kets in  expectation  of  higher 
German  inflation  and  twin  defi- 
cits in  the  wake  of  unification. 


The  currently  smooth  financ 
ing  of  the  deficit  should  not  be 
allowed  to  obscure  the  fact  that, 
in  the  medium  term,  Germany 
should  run  a  current-account 
surplus.  Fiscal  consolidation  is 
therefore  vital  -  and  not  just  in| 
order  to  meet  the  Maastricht  cri 
teria.  In  particular,  a  lowering  of 
the  overly  high  tax  burden  and 
non-wage  costs  will  improvej 
Germany's  attractiveness  as  an 
investment  location.  This,  in| 
turn,  would  encourage  more  for 
eign  direct  investment,  reducing 
Germany's  dependence  on  port- 
folio investment. 


For  more  information  about 
Cornmerzbank's  broad 
scope  of  research  capabili- 
ties and  financial  services, 
just  contact  the  bank's 
head  office  in  Frankfurt. 
Fax  +49  6913  62-98  05 
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German  know-how  in  global  finance 


PORTFOLIO  STRATEGY 


The  top 
is  nigh 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a 
Woodside,  Calif.-based 
money  manager. 
His  third  book  is 
100  Minds  that 
Made  the  Market. 


Our  stock  market  looks  sick.  It  feels  just 
like  1972.  My  best  guess  has  the  s&P  500 
peaking  in  1997's  first  half,  then  falling,  with 
a  small  negative  total  year  return,  perhaps 
down  5%  to  10%. 

After  that?  Look  out.  The  parallels  between 
1972  and  1996  are  uncanny,  and,  all  the  more 
powerful,  no  one  has  noticed.  For  those  who 
have  forgotten,  1972  led  to  1973-74,  when 
the  s&P  500  dropped  a  sickening  37%. 

It  worries  me  that  the  pundits  so  uniformly 
love  having  Clinton  in  the  White  House  and 
the  GOP  controlling  Congress.  Note  that  these 
were  many  of  the  same  folk  who  once 
shunned  the  market  because  they  feared  grid- 
lock between  Congress  and  Clinton.  What 
they  feared  in  1994  they  love  in  1996. 

The  honeymoon  is  just  too  sweet.  Since 
Nov.  5  Clinton  has  adorned  so  many  maga- 
zine covers  that  it  is  almost  guaranteed  the 
media  will  turn  against  him  by  midterm. 
Falling  presidential  popularity  is  always  a  pow- 
erful bearish  motivator. 

I  have  long  said  that  bull  market  peaks  take 

In  1972  there  were 
the  Nifty  Fifty.  This 
year's  market  also  has 
been  led  by  high-quality, 
big-cap  growth  stocks. 


a  long  time  to  form.  No  exception  now. 
Smaller-cap  indexes  like  the  Russell  2000  or 
the  S&P  500  remain  at  or  below  their  May 
levels.  Just  as  they  did  in  1972,  which  saw 
thin  leadership,  with  only  the  biggest  stocks 
hitting  new  highs  after  the  spring.  In  1972 
there  were  the  Nifty  Fifty.  This  year's  market 
also  has  been  led  by  high-quality,  big-cap 
growth  stocks,  although  valuations  aren't 
quite  as  high  as  they  were  in  1972. 

Make  no  mistake,  1972's  massive  move- 
ment to  "one-decision  stocks"  had  the  identi- 
cal intellectual  foundation  that  supports 
today's  case  for  the  big  growth  stocks. 

Then,  too,  stocks  exploded  after  our  election, 
just  as  they  did  after  1992's  voting.  More  than 
coincidence,  this  is  bearish.  I  find  only  two  times 
this  century  when  a  market  boom  right  after  a 


presidential  election  wasn't  a  market  warning  sign 
aimed  1  to  12  months  out.  Those  two  excep- 
tions, 1924  and  1944,  had  the  White  House  and 
Congress  held  by  the  same  party — unlike  now  or 
1972.  Of  course,  the  Whitewater  to  Watergate 
parallel  is  obvious.  Tricky  Dick.  Slick  Willie. 

More  parallels.  I  see  1994  being  to  1996 
what  1970  was  to  1972 — a  brief  pause  en 
route  to  the  last  leg  of  a  big,  long  bull.  In 
1972  Treasury  bill  yields  were  at  their  lowest 
in  ten  years — ending  the  year  almost  exactly  at 
today's  level.  Then  and  now,  the  yield  curve 
was  flattening,  with  long  bonds  appreciating. 
No,  the  yield  curve  is  not  flat,  but  neither  was 
it  in  1972.  People  have  failed  to  notice  that 
the  decline  in  interest  rates  flows  from  the 
barely  noticed  liquidity  that  has  been  quiedy 
pouring  into  America  from  overseas. 

The  big  difference  between  then  and  now  is 
that  1972  was  part  of  a  secular  inflationary 
upswing  and  1996  isn't.  Another  big  differ- 
ence, I  suspect,  is  that  in  1973  foreign  stocks 
fell  with  ours,  while  in  1997  and  1998  I  think 
they  will  be  on  a  different  cycle.  European 
and  Japanese  stocks  can  make  forward,  posi- 
tive progress  while  our  stock  market  back- 
slides. Months  ago  I  predicted  that  the 
world's  excess  liquidity,  which  has  been  flood- 
ing into  the  U.S.  market,  would  slosh  abroad 
again  in  1997.  No  one  paid  attention.  At  least 
now,  a  recent  article  in  the  Wall  Street  Journal 
has  noticed  that  the  money  inflow  has  fueled 
our  recent  rise.  Soon  investors  will  notice  the 
flow  back  to  Europe. 

I  expect  to  try  to  make  money  throughout 
the  upcoming  bear  market.  Note  I  said 
"upcoming."  As  of  this  writing,  the  bull 
market  is  still  intact,  and  I  have  said  I  won't 
turn  bearish  until  after  I  think  I  have  seen  the 
top.  It  may  be  very  soon.  I'm  not  selling 
good,  huge  stocks.  But  it  is  much  too  late  for 
small  stocks.  It  is  not  too  late — as  I  have  advo- 
cated since  August — to  buy  big  foreign  stocks. 

Right  now  I'm  55%  U.S.  stocks,  and  that 
only  from  among  the  50  very  largest,  and  45% 
foreign.  Here  are  a  few  good  foreign  stocks  I 
have  not  suggested  before,  all  available  via 
adrs:  Sony  (67,  sne),  Pioneer  Electronics  (22, 
pio)  and  Fuji  Photo  Film  (34,  fujiy),  which 
sells  at  about  five  times  cash  flow.  Also,  Italy's 
bit  bank:  Istituto  Mobiliare  Italiano  (25,  IMI) 
and  its  insurance  giant  Istituto  Nazionale  delle 
Assicurazioni  (13,  inz)  and  Total  (39,  tot), 
the  big  integrated  French  oil  stock. 
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The  best  of  all  possible 
worlds?  Unlikely. 


BY  LASZLO  BIRINYI  JR. 


Laszlo  Birinyi  Jr.  is 
president  of 
Birinyi  Associates,  a 
Greenwich,  Conn.- 
based  financial 
consulting  firm. 


Buy  on  the  rumor,  sell  on  the  news  is  one  of 
the  oldest  of  all  market  cliches.  It  didn't  work 
in  1996.  The  stock  market  has  reacted  to  the 
already  discounted  reelection  of  Bill  Clinton 
with  a  rally  that  one  would  have  expected  if 
the  Fed  had  cut  interest  rates  by  100  basis 
points  or  if  OPEC  had  reduced  oil  prices  by 
$5  a  barrel. 

The  conventional  wisdom  suggests  the 
combination  of  a  Republican  Congress  and 
Democratic  executive  will  lead  to  compro- 
mise, movement  on  the  deficit  and  slow 
growth  without  increased  inflation.  In  other 
words,  a  best  of  all  possible  worlds  and  an 
endless  bull  market. 

Maybe,  but  I  think  the  situation  is  a  lot 
more  complicated. 

My  approaches  to  the  market  show  signifi- 
cant buying  in  what  we  term  early-cycle 
stocks,  such  as  autos  and  retailers.  These 
anticipate  an  upswing  in  economic  activity 
rather  than  a  slowdown.  The  market  is  saying 
that  business  will  get  better  and,  if  it  does,  the 
first  benefits  go  to  companies  that  can  control 
their  pricing.  A  company  such  as  Intel,  for 
example,  should  see  increased  demand  for  its 
chips  and  can  therefore  raise  its  prices.  Many 
groups  that  are  stronger  of  late  would  benefit 
from  any  unexpected  strength:  airlines,  UAL 
(60),  and  machinery  companies,  Caterpillar 
(78),  for  example. 

The  downside  is  that  if  the  economy  proves 
stronger  than  expected,  interest  rates  would 
show  an  uptick  or  two,  so  utilities  and  long 
bonds  are  not  the  place  to  be.  Banks,  while 
nicked  by  a  slight  rise  in  rates,  would  still  be 
okay  because  they  are  lending  money  at  large 
spreads  and  have  potential  merger  and  acqui- 
sition impetus  as  well. 

Going  into  the  new  year,  I  would  look  for  a 
better  economy,  a  slight  increase  in  rates  and  a 
more  subdued  market.  The  market  has  reflect- 
ed these  trends  already  and  therefore  requires 
new  surprises  to  take  it  higher.  Furthermore, 
it  has  to  contend  with  history. 

History  is  not  reassuring  at  this  point.  Big 
gains  back-to-back,  such  as  we  have  enjoyed 
in  the  last  two  years,  are  not  without  prece- 
dent. In  1935  and  1936  the  dji's  gains  were 
38%  and  24%,  respectively;  in  1954  and  1955 
they  were  44%  and  21%;  1958  and  1959  saw 
35%  and  16%  gains;  1975  and  1976,  39%  and 


17%;  while  1985  and  1986  saw  gains  of 
27%  and  22%. 

I  won't  bore  you  with  the  details,  but  the 
market  averaged  an  11%  decline  in  each  of 
those  third  years.  I'm  not  predicting  doom, 
but  I  do  think  it's  time  for  good  hard  think- 
ing about  your  investments. 

Is  your  portfolio  reflecting  your  objectives? 
In  my  money  management  efforts  I  often  find 
that  investors  who  suggest  they  are  looking 
for  solid,  consistent,  less  risky  stocks  are 

I'm  not  predicting  doom, 

but  it's  time  for  good  hard  thinking 

about  your  investments. 


annoyed  if  the  market  goes  way  up  and  they 
do  not  fully  share  in  the  gains.  That's  a  dumb 
attitude.  If  you  bought  a  utility  fund  or  bond 
fund  because  you  need  the  income  and  don't 
want  to  worry  about  the  market,  don't  com- 
pare your  results  with  those  of  the  s&P. 

Second,  ask  yourself:  Do  you  know  why 
you  own  each  of  your  positions?  If  you 
bought  xyz  because  your  broker  or  your 
brother  thought  that  GE  or  kkr  was  going  to 
buy  it  and  they  didn't  and  xyz  went  up  ten 
points  anyway — sell  the  stock.  The  biggest 
mistake  young  traders  make  is  taking  a  posi- 
tion for  one  reason  and  then  finding  another 
reason  when  the  first  doesn't  materialize. 

Third,  be  ruthless  in  your  judgments  and 
evaluations.  If  the  fund  or  broker  didn't  deliv- 
er, don't  be  forgiving.  A  newsletter  or 
research  that  provides  interesting  commentary 
is  no  compensation  for  lousy  stock  selection. 

Make  your  own  judgments,  and  don't  be 
swayed  by  every  pronouncement  from  this  or 
that  market  seer.  Never  mind  that  they  may 
have  made  good  calls  in  the  past.  The  only 
really  great  calls  are  the  ones  that  made  you, 
not  him,  money. 

If  my  analysis  is  on  target,  you  can  make 
some  money  in  the  market  next  year.  Stay 
with  names  I  have  mentioned  on  an  abun- 
dance of  occasions.  I  can't  count  the  times  I 
have  recommended  Wells  Fargo  (276),  but  it 
is  up  216  points  since  the  first  time  (Jan.  6, 
1992).  I  will  again  recommend  Bankers  Trust 
(87).  I  mentioned  IBM  (159)  in  my  May  20 
column  when  it  was  at  107;  my  upside  was 
147.  It's  there  now  and  qualifies  as  a  hold.  H 
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3COM 

http://www.3com.com 

American  Airlines  AAccess  via  the  Web 

http://www.americanair.com 

AOL  PrimeHost 

http://www.PrimeHost.com 

Bavarian  Ministry  of  Economics 

http://www.bayern.de 

BDM  International,  Inc. 

http://www.bdm.com 

Chromatic  Research 

http://www.mpact.com 

Compuware 

http://www.compuware.com 

Dreyfus  Service  Corporation 

http://www.dreyfus.com/funds 

Fleet  Bank 

http://www.fleet.com 

Hensley  Segal  Rentschler 

http://www.hsr.com 

Intel 

http://www.intel.com 

LSI  Logic 

http://www.lsilogic.com 


Maxis 

http://www.maxis.com 
MCI 

http://www.mci.com 
MCI 

http://www.mciworld.com 

MicroAge  Infosystems  Services 

http://www.microage.com 

NEC  America,  Corporate  Networks  Croup 

http://www.nec.com 

NorTel 

http://www.nortel.com 

Olde  Discount  Stockbrokers 

http://www.oldediscount.com 

Sharp  Electronics  Corporation 

http://www.sharpusa.com/products/notebook/nbsplash.html 

Sun  Microsystems 

http://www.sun.com 

Toshiba  America,  Inc. 

http://www.toshiba.com 

Unisys  Corp. 

http://www.unisys.com 


UUNET  Technologies 

http://www.uu.net 
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e  Fed  giveth, 

the  Fed 
taketh  away 


BY  DAVID  P.  GOLDMAN 


David  P.  Goldman  is 
president  of  SG 
Capital  Management 
Ltd.,  a  New  York 
money  manager. 


Fed  Chairman  Alan  Greenspan's  warning 
about  "irrational  exuberance"  in  equity  markets 
triggered  a  minicrash  of  overseas  markets  Dec. 
6,  and  rattled  U.S.  exchanges  for  a  few  hours. 
The  reaction  was  overdone.  Elvis  is  more  likely 
to  turn  up  at  the  next  meeting  of  the  Federal 
Open  Market  Committee  than  the  fomc  is  to 
raise  rates. 

Greenspan's  comments  are  noteworthy, 
though,  because  expectations  about  inflation 
and  the  Fed's  response  to  it  have  driven  the 
stock  market  for  the  past  two  years.  All  the 
good  news  is  already  in  the  market.  Investors 
should  not  expect  more  of  the  kind  of  equity 
returns  they  have  enjoyed  the  past  three  years. 

In  this  case,  a  picture  is  better  than  a  thou- 
sand words.  The  accompanying  chart  com- 
pares the  level  of  the  s&P  500  index  with  the 
expected  short-term  dollar  interest  rate  (the 
March  1997  Eurodollar  futures  contract). 
There  is  a  neat  relationship:  Lower  expected 
rates  equal  higher  stock  prices.  The  link 
breaks  into  two  distinct  periods— March  1995 
through  March  1996,  and  May  1996  through 
the  present.  In  both  periods,  stock  prices 
tracked  the  expected  short-term  interest  rate 
very  closely.  The  relationship,  though,  shifted 
noticeably  in  April  1996. 

In  the  spring  of  1996,  the  stock  market/ 
interest  rate  link  jumped  to  a  higher  track. 
Why?  Because  inflation  expectations  col- 
lapsed, as  measured  by  the  sharp  fall  in  the 
gold  price.  Gold  remains  the  best  overall 


Stocks  and  rates 


index  of  long-term  inflation  expectations. 

Both  the  short-term  interest  rate  and  the 
expected  inflation  rate  exercise  a  direct  effect  on 
stock  valuation. 

The  short-term  interest  rate  represents  the 
cost  of  leverage;  that  is,  the  cost  of  borrowing 
money  in  order  to  acquire  physical  assets.  The 
lower  the  cost  of  leverage,  the  greater  the 
incentive  to  investors  to  borrow  in  order  to 
buy  equities. 

Inflation,  all  economists  agree,  depresses 
stock  prices.  For  one  thing,  inflation  reduces 
economic  efficiency,  and  hurts  the  profitability 
of  most  firms.  For  another,  the  capital  gains  tax 
levied  against  American  investors  applies  to 
nominal  gains.  If  stock  prices  merely  keep  pace 
with  inflation  but  show  no  real  gains,  investors 
must  pay  capital  gains  tax  on  the  illusory  gain 
due  to  inflation.  With  low  or  no  inflation,  at 
least  the  capital  gains  levy  comes  out  of  profits, 
not  out  of  capital. 

Thus  unexpected  inflation  kills  the  stock 
market,  and  relief  from  inflation  creates  a  rally. 

If  we  take  the  long  view  of  the  U.S.  equity 
market,  the  coincidence  of  two  major  cyclical 
factors  explains  its  extraordinary  performance  of 
the  past  several  years.  The  U.S.  economy 
reached  the  peak  of  an  economic  expansion  at 
the  same  time  that  inflation  expectations  reced- 
ed. That  is  a  tribute  to  the  exactitude  of  the 
Federal  Reserve's  management  of  monetary 
policy.  In  past  expansions,  the  Federal  Reserve 
almost  always  oversteered  monetary  policy. 

But  how  much  longer  can  this  fine-tuning  go 
on?  That  is,  can  we  continue  to  enjoy  robust  eco- 
nomic expansion  and  continued  declines  in  infla- 
tion rates?  I  don't  think  so. 

In  short,  prices  have  peaked.  There  is  no 
reason  why  the  stock  market  need  undergo  a 
1987-like  correction,  unless  the  politicians 
devise  some  new  and  unpleasant  shocks  for  it — 
which  is  always  possible.  In  the  happy  absence 
of  such  a  shock,  the  market  might  simply  stag- 
nate. In  short,  the  long  bull  market  has  about 
run  its  course,  but  that's  no  reason  to  expect  a 
resounding  crash.  HI 
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Bill  Clinton's 
bull  market 


BY  MARTIN  SOSNOFF 


On  postelection  morning  I  glanced  down 
the  new  high  list,  which  was  8  inches  long  by 
3  columns  wide.  The  "ten  most  active"  list  is 
titillating,  but  the  new  highs  tell  you  where 
serious  money  is  muscling  in. 

I  expected  to  find  handtuls  of  growthies 
and  benchmark  interest-sensitive  names,  and 
that's  exactly  what  the  list  was  all  about.  All- 
state, Avon,  Eastman  Kodak,  General  Electric, 
Hilton,  Eli  Lilly,  Merrill  Lynch,  Procter  & 
Martin  Sosnoff  is  chief     Gamble,  SunAmerica,  United  Technology, 
investment  officer  of        Big,  big  stocks. 

Atalanta/Sosnoff  Capital       The  market  is  a  three-ring  circus,  with  the 
in  New  York  and  author    Clinton  victory  ring  holding  the  S&P  500. 
of  Silent  Investor,  Side  rings  house  the  Mid-cap  Index  and  the 

Silent  Loser.  Russell  2000  small-cap  goods.  In  both  side 

rings  the  horses  are  slowing  while  the  money 
crowds  into  the  GEs  of  the  main  ring  where 
the  money  managers  are  astride  paired  horses. 

As  these  top  horses  go,  so  goes  the  market. 
The  other  rings  are  sideshows.  The  top  100 
market  capitalizations  comprise  two-thirds, 
some  $3.5  trillion,  of  the  s&P  valuation.  The 
15  largest  capitalizations  equal  nearly  one- 
fourth  of  the  index's  value.  As  these  15 
stocks  go,  so  goes  the  market.  When  you 
hear  talk  about  10,000  on  the  Dow  by  2000, 
what  they  are  saying,  whether  they  know  it 
or  not,  is  that  General  Electric,  Coca-Cola, 
Exxon,  Royal  Dutch,  Merck,  Intel, 
Microsoft,  Philip  Morris,  Procter  &  Gamble, 
IBM,  Johnson  &  Johnson,  Wal-Mart,  AT&T, 
Bristol-Myers  and  Pfizer  collectively  are 
going  up  50%  over  the  next  three  years. 

It's  not  so  outrageous  as  it  sounds.  With 
the  exceptions  of  Ma  Bell,  Royal  Dutch  and 
Exxon,  the  biggest  capitalization  stocks  have 
the  capacity  to  compound  earnings  at  15% 
over  the  interim,  maybe  more  for  Pfizer,  Intel, 
Microsoft,  j&j  and  Coca-Cola. 

Right  below  the  1 5  largest  market  caps  is  a 
new  crop  of  heavyweight  Holyfields  who 
could  butt  their  way  into  the  top  15.  My 
nominations  are  American  International 
Group,  Citicorp,  fnma  and  Eli  Lilly.  I  dis- 
count Du  Pont,  PepsiCo,  GTE  and  Mobil. 

What  I  like  about  my  list  is  its  plausible 
theme.  In  25  words  or  less:  The  second  Clin- 
ton Administration  drives  down  the  center 
line,  compromises  on  Medicare  and  settles  for 
bells  and  whistles  on  education  initiatives. 
Deficit  reduction  is  his  theme  song. 


The  new  high  list  confirms  that  low  interest 
rates,  low  growth,  low  inflation  are  what  seri- 
ous money  believes  is  happening.  How  else 
can  you  explain  the  motive  power  of  banks, 
ethical  drug  houses  and  nondurable  growth 
stocks  propelling  the  market  averages? 

There  is  even  more  to  the  case  for  1000  on 
the  S&P  500,  the  equivalent  of  10,000  on  the 
Dow.  The  majority  of  the  heavyweights  sport 
reasonable  price/earnings  ratios.  Aside  from 
the  outrageous  valuation  on  Coca-Cola  (30- 
plus,  next  year's  consensus)  GE,  Intel,  Philip 
Morris,  IBM,  Wal-Mart  sell  collectively  below 
the  market's  valuation  of  16  times  forward  12 
months'  earnings.  Citicorp,  Exxon,  AIG  are 
cheap.  Historically,  banks,  insurance  and 
energy  carry  low  multiples.  I  smell  change. 

Remember,  Citicorp  touched  down  below 
10  in  1991,  belching  black  blood  from  bad 

tcWhat  does  1996  remind  you  of?" 
I  asked  my  favorite  economist, 
David  Levine.  "Oh,  it's  1965. 
All  the  macro  stuff  is  benevolent." 

loans  and  highly  leveraged  transaction  financ- 
ing. This  year  it  sold  as  high  as  110. 

The  irony  of  the  presidential  campaign  is 
that  neither  candidate  dealt  with  the  pressing 
issues  of  the  budget.  It's  not  14-year-old 
unwed  mothers  in  Bedford  Stuyvesant  bank- 
rupting the  system.  The  middle-class  entitle- 
ments are  the  problem — Social  Security  and 
Medicare.  The  bullish  case  is  that  Social  Secu- 
rity gets  rationalized  around  2012,  just  in 
time  to  avoid  the  crunch,  and  Medicare 
during  Clinton's  term.  The  market  smells  this 
happening  and  rests  appeased. 

"What  does  1996  remind  you  of?"  I  asked 
my  favorite  economist,  David  Levine. 

"Oh,  it's  1965.  All  the  macro  stuff  is 
benevolent." 

David  and  I  rarely  agree  on  anything.  We 
agree  on  this:  benevolent  macro. 

Don't  take  my  call  on  Dow  at  10,000  lit- 
erally. It's  a  working  hypothesis.  Economists 
and  market  letter  writers  forecast.  Money 
managers  squint  at  quarterly  statements 
(it's  the  gross  margins,  stupid)  and  keep 
their  fingers  crossed.  I  could  change  my 
mind,  but  right  now  the  outlook  is  smooth 
as  cream.  ■ 
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Worldwide  Infrastructure  Partnersliips 


A  Decade  of  Privatized  Infmstructu  rc 


The  Third  Infrastructure  Conference 

Focusing  on  a  Decade  of  Privatized  Infrastructure  and  Domestic  and 
International  Limited  Recourse  Project  Financing  and  Development 

February  12-14,  1997 
The  Fairmont  Hotel,  San  Francisco,  California 

In  recognition  of  the  many  infrastructure  opportunities  worldwide,  FORBES  and  its  partners  will 
host  the  FORBES  Conference  on  international  project  finance.  This  is  our  third  forum  which  is  now 
recognized  as  a  watershed  in  national  and  international  infrastructure  initiative.  It  will  continue  to 
be  the  dynamic  meeting  place  for  the  financial,  business,  development  and  political  community  for 
rich  discussion,  to  share  information  and  to  initiate  alliances.  Be  sure  to  join  us. 

A  sampling  of  expected  business  and  government  leaders  on  the  program  this  year: 

John  D.  Carter,  President,  Bechtel  Enterprises,  Inc.,  San  Francisco,  CA 

Jeffrey  M.  Cunningham,  Publisher,  FORBES  Magazine,  New  York,  NY 

Richard  D.  Kinder,  President  and  Chief  Operating  Officer,  Enron  Corp.,  Houston,  TX 

Ivan  G.  Seidenberg,  Chairman  and  Chief  Executive  Officer,  NYNEX  Corporation,  New  York,  NY 

H.  Kerner  Smith,  President  and  Chief  Executive  Officer,  Stone  &  Webster,  New  York,  NY 

Caspar  W.  Weinberger,  Chairman,  FORBES  Magazine,  New  York,  NY 

Honorable  Pete  Wilson,  Governor  of  California 

Key  sessions  will  be: 

Ten  Years  Of  Privatization  Of  Infrastructure:  Lessons  Learned  And  Trends  For  The  Future 

Developing  Partnerships  With  Multilateral  And  Export  Agencies 

New  Trends  &  Strategies  To  Address  The  Changing  Shape  Of  Our  Infrastructure  Needs 

Managing  Construction  Risk 

Partnering  For  Value  Creation 

Project  Neutral  -  A  Non-Adversarial  And  Economic  Approach  To  Dispute  Resolution 
High  Speed  Rail 

Telecom  -  Technology  &  Infrastructure 

Infrastructure  Project  Financing;  Risks  And  Rewards,  Problems  And  Solutions 
Stadiums  And  Sports  Facilities 

Privatized  Infrastructure  Projects:  Balancing  Risks  To  Ensure  Success 
Risk  Transfer  And  Funding 

Developing  Clean  Water  Partnerships  In  Emerging  Economies 
Providing  Infrastructure  In  Developing  Economies:  Requisites  For  Success 
New  Partnerships  For  Developing  New  Highway  And  Toll  Road  Projects 
Government  And  Industrial  Waste  Water  Treatment  Plants 

Key  Issues  To  Consider  When  Drafting  Concession  And  Construction  Agreements 
New  Frontiers  In  Airport  Management 
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Vexillophiles,  unite! 

if  it's  a  grand  old  flag,  it's  hot.  Especially  if  it  carries  stars  and  bars. 


By  Carrie  Shook 

A$  INTEREST  IN  THE  ClVIL  WAR  has 
been  rekindled,  the  prices  of  old 
American  flags  have  caught  fire. 
Twenty  years  ago  you  could  still  get 
a  decent  Civil  War-era  flag  at  a  coun- 
try auction  for  as  little  as  $100.  The 
going  rate  today  is  $5,000  to 
$10,000  for  a  Union  regimental  flag; 
$12,000  to  $20,000  for  a  Confeder- 
ate national  flag.  Two  years  ago  a 
Confederate  regimental  flag  captured 
at  the  Battle  of  Weldon  Railroad 
(near  Petersburg,  Va.)  by  Union  Pri- 
vate Frederick  C.  Anderson  (who 
won  a  Medal  of  Honor  for  this 
action)  was  auctioned  off  in  Lancas- 
ter, Pa.  for  $73,700.  The  buyer,  Pam- 
plin  Park  Civil  War  Site,  is  currently 
displaying  the  flag  at  its  museum  in 
Petersburg. 

The  prices  of  political  flags  are  also 
on  the  rise  but  not  yet  out  of  sight. 
Nineteenth- century  presidential  cam- 
paign flags  bearing  a  slogan  or  a  like- 
ness of  the  candidate  or  the  outline  of 
the  state,  for  example,  now  sell  in  the 
low  thousands.  In  November  an 
8-inch-by-13-inch  canvas  parade  flag 
from  Abraham  Lincoln's  campaign 
was  auctioned  off  by  C.  Wesley 
Cowan  Historic  Americana  of  Terrace 
Park,  Ohio  for  $5,725.  A  rare 
27-inch-by-45-inch  canvas  flag  bear- 
ing portraits  of  President  Rutherford 
B.  Hayes  and  Vice  President  William 
A.  Wheeler  sold  for  $35,200,  a 
record  for  a  U.S.  political  flag. 

Despite  rising  prices,  Thomas  Con- 
nelly, owner  of  Connelly  Containers 
in  Bala-Cynwyd,  Pa.,  is  grabbing  up 
as  many  flags  as  he  can  these  days.  He 
started  collecting  flags  ten  years  ago, 
and  now  has  more  than  200.  Con- 
nelly has  several  one-of-a-kind  flags  in 
his  collection,  including  a  shield- 
shaped  flag  that  supposedly  hung 
above  George  Washington  when  he 
took  the  oath  of  office  as  first  Presi- 
dent at  Federal  Hall  in  New  York 
City  on  Apr.  30,  1789  (see  photo). 
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Connelly  also  owns  what  he  says  is 
the  only  authentic  14-star  flag  in  exis- 
tence. Sewn  in  1791,  when  Vermont 
was  admitted  to  the  Union,  this  flag 
was  correct  for  only  one  year  (Ken- 
tucky was  admitted  in  1792). 

The  Stars  and  Stripes  dates  back  to 
June  14,  1777,  when  the  Second 
Continental  Congress  in  Philadelphia 
established  the  national  flag.  It 
replaced  the  "Continental  Colors" 
flag  then  in  use,  which  had  13  alter- 
nating red  and  white  stripes  and  the 
Union  Jack.  According  to  the  Flag 
Research  Center  in  Winchester, 
Mass.,  riiere  are  no  surviving  "Conti- 
nental Colors"  flags  dating  back  to 


1777.  Private  citizens  didn't  buy  flags 
themselves  until  the  patriotic  fervor 
of  the  War  Between  the  States.  There 
were  few  commercial  flagmakers 
before  1860.  One  of  the  earliest  is 
still  one  of  the  biggest:  Annin  &  Co., 
which  opened  in  New  York  City  in 
1847  (and  is  now  in  Roseland,  N.J.). 

Before  1912  American  flags  were 
not  all  the  same.  They  sometimes  dif- 
fered in  the  placement  of  the  stars. 
Although  the  flag  law  of  1777  had 
prescribed  13  stars  and  13  stripes,  it 
didn't  specify  how  they  should  be 
arranged.  As  more  stars  were  added, 
flagmakers  sometimes  combined 
them  differently — in  the  shape  of  a 


star,  a  wreath,  a  diamond,  a  pentagon 
or  a  square.  There  was  no  exact  con- 
figuration until  an  executive  order  by 
President  William  Howard  Taft  in 
1912.  Dr.  J.  Kenneth  Kohn,  a  collec- 
tor and  dealer  in  the  Philadelphia 
area,  recently  sold  a  46-star  flag  (circa 
1907)  that  looks  as  if  the  stars  were 
thrown  onto  the  field  of  blue  and 
sewn  on  where  they  fell.  Price:  $400. 

Some  vexillophiles  (from  the  Latin 
word  velum,  meaning  cloth  or  veil) 
seek  flags  with  a  specific  number  of 
stars.  One  Colorado  collector,  for 
example,  targets  only  38-star  flags 
because  Colorado  was  the  38th  state 
to  join  the  Union.  Other  collectors 
seek  to  assemble  the  entire  series  of 
American  flags,  with  13  to  50  stars. 
(The  number  of  official  flags  is  27, 
not  37;  on  five  occasions  more  than 
one  star  was  added  at  a  time.) 

The  cost  of  a  flag  can  be  influenced 
by  its  size — in  this  case,  less  is  more. 
While  just  about  any  flag  with  an 
important  provenance  or  unique 
quality  is  in  demand,  flags  small 
enough  to  frame  and  hang  on  a  wall 


At  left  is  a  portion 
of  the  collection 
belonging  to 
Thomas  Connelly. 
A  prized  item: 
the  shield-shaped 
flag  that  hung  above 
George  Washington 
when  he  took  the 
oath  of  office 
as  first  President 
Designer  flags: 
The  flag  law  of 
1777  prescribed 
13  stars  and 
13  stripes  but 
failed  to 
specify  their 
arrangement. 
So  flagmakers 
often  chose  their 
own  patterns, 
such  as  a  star, 
square 
or  wreath. 


are  more  highly  prized  than  30-foot- 
long  versions. 

Predictably,  fakes  have  entered  the 
market.  It's  difficult  to  prove  the 
authenticity  of  a  flag,  and  many  Con- 
federate flags  were  made  ten  years 
after  the  war  ended,  says  Dr.  Kohn. 

The  one  thing  you  can  count  on  is 
that  really  old  flags  were  handmade — 
any  flag  made  with  machine  stitching 
isn't  older  than  the  sewing  machine 
(1846).  Other  things  to  look  out  for 
include  the  inventions  of  metal  grom- 
mets  (1847)  and  zigzag  stitching 
(circa  1895).  "Yet,  a  flag  with  hand 
stitching  doesn't  prove  its  age 
either,"  warns  Whitney  Smith,  exec- 
utive director  of  the  Flag  Research 
Center.  And  don't  be  fooled  into 


believing  that  a  stain  or  a  hole  in  an 
old  flag  is  from  its  having  been  in 
battle,  he  adds. 

The  following  dealers  specialize  in 
flags:  The  Political  Gallery  in  Indi- 
anapolis (317-257-0863);  C.  Wesley 
Cowan  in  Terrace  Park,  Ohio  (513- 
248-8122);  With  All  Due  Ceremony 
in  Elkins  Park,  Pa.  (215-635-0410); 
and  Ryan  M.  Cooper,  Maritime 
Antiques  in  Yarmouthport,  Mass. 
(508-362-1604). 

The  best  museums  for  viewing 
historical  flags  are  the  Museum  of  the 
Confederacy  in  Richmond,  Va.  (804- 
649-1861)  and  the  National 
Museum  of  American  History  at 
Washington,  D.C.'s  Smithsonian 
Institution  (202-357-2700).  H 


Thomas  Connelly 
His  handsewn 
14-star  flag 
(below),  may  be 
the  only  authentic 
one  in  existence. 
Sewn  in  1791, 
when  Vermont 
was  admitted 
to  the  Union, 
the  flag  was 
correct  for  only 
one  year. 
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Forbes    Trinchera  Ranch 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado. You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fectly into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 


Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


EDITED  BY  DERO  A.  SAUNDERS 


Charles  A.  Stone 
(left)  and  Edwin 
S.  Webster  found- 
ed the  giant  engi- 
neering firm  of 
Stone  &  Webster 
in  1891. 


"Veterans'  costs  will  exceed  $7  bil- 
lion in  fiscal  1947— about  one-fifth 
of  all  government  expenditures. 
Even  without  new  legislation  the 
total  will  climb  to  over  $8  billion  the 
next  year." 


25 


years  ago 


"The  more  things  change  ..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Jan.  1,  1927) 
"The  transmission  of  electric  cur- 
rent, the  development  of  electrical 
devices,  the  development  of  hydro- 
electric power  during  the  last  30 
years,  have  been  the  most  rapid  of 
any  development  in  the  world,  but  if 
I  am  not  mistaken,  these  develop- 
ments have  not  nearly  reached  their 
climaxes." 

-Charles  A.  Stone  of  Stone  & 
Webster 


tinue  to  boom,  we  were  assured. 
Forbes  then  gave  definite  warning 
that  inflation  was  running  riot  and 
that  disaster  was  coming.  It  came, 
with  a  vengeance.  Happily,  senti- 
ment today  is  more  sane." 

60  years  ago 

(From  the  issue  of  Jan.  1,  1937) 
"Optimism  is  a  tonic.  Pessimism  is 
poison.  Admittedly,  every  business 
man  must  be  realistic.  He  must 
gather  facts,  analyze  them  candidly, 
and  strive  to  draw  logical  conclu- 
sions, whether  favorable  or  unfavor- 
able. Granting  this,  the  incon- 
testable truth  is  that  America  has 
been  built  up  by  optimists,  not  by 
pessimists." 


(From  the  issue  of  Jan.  1,  1972) 
"Price  and  wage  controls,  new 
bureaucratic  regulations,  the  sur- 
charge and  a  free-floating  dollar 
weren't  the  only  bitter  medicines 
U.S.  businessmen  had  to  swallow 
last  year.  Item:  Big  business'  highly 
successful  investments  overseas  were 
under  attack,  not  by  foreigners  wor- 
ried about  the  'American  challenge,' 
but  by  labor  unions  at  home  accus- 
ing big  business  of  exporting  jobs." 


10 


years  ago 


(From  the  issue  of  Dec.  29,  1986) 
"Ray  Lee  Hunt  is  the  smartest  and 
now  probably  the  richest  of  the  sons 
of  the  eccentric  billionaire  H.L. 
Hunt.  Ray's  half-brothers,  Herbert 
and  Bunker,  inherited  a  healthy 
dose  of  hubris  plus  a  lot  of  loot 
from  their  father.  But  it  was  Ray 
who  inherited  the  old  man's  busi- 
ness acumen." 

"When  Lee  Iacocca  was  thinking  of 
reviving  the  convertible  a  few  years 
back,  he  drove  a  prototype  around 
town  one  summer.  It  was  like  being 
young  again,  he  says.  Girls  tried  to 
climb  in,  uninvited.  Crowds  gath- 
ered around  the  car  at  the  shopping 
center.  'You  would  have  thought  I 
was  giving  away  $10  bills,'  he  said. 
Chrysler  decided  to  skip  the 
research,  and,  back  in  1982,  the 
American  convertible  was  born 
again." 

"With  the  Feds  breathing  hot  on 
his  neck,  First  Jersey  Securities' 
Robert  E.  'Come  grow  with  me' 
Brennan  has  decided  to  make  his 
living  elsewhere.  He  is  trying  to 
peddle  the  33  offices  and  750-plus 
sales  staff  of  First  Jersey  Securities 
to  its  two  top  officers.  Peddle?  He's 
practically  giving  the  firm  away.  It 
can  be  had  for  as  low  as  $20  million, 
I    easy  terms."  ■ 
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50  years  ago 

(From  the  issue  of  Jan.  1,  1947) 
"Reported  to  be  the  first  such 
machine  put  into  successful  opera- 
tion, the  mechanical  automobile 
washer  shown  here  can  wash,  pol- 
ish and  dry  a  car  in  one  minute  flat. 
Consisting  of  two  units,  washer 
and  dryer,  it  employs  a  series  of 
brushes  that  revolve  continuously 
against  all  surfaces.  Air  currents 
remove  the  water  without  leaving 
streaks." 


New  York's  Park  Avenue  before  its  rail 
tracks  were  covered  starting  in  1906. 


"Sentiment  at  the  opening  of  1927 
is  very  different  from  what  it  was  at 
the  opening  of  1920.  Business  had 
been  booming  and  was  sure  to  con- 
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thoughts@fdrbes.com 


My  friend  is  dying.  He  is 
well  past  the  allotted 
span  of  three-score-years- 
and-ten.  The  son  of  an 
impecunious  person,  he  was 
raised  most  frugally — his 
top  allowance  was  five 
cents  a  week.  Brainy,  he 
worked  his  way  through  col- 
lege, later  became  chairman 
of  its  trustees.  Entering 
the  financial  world,  at 
first  he  was  rather  mercenary. 
But  after  climbing  to 
fortune  he  broadened,  soft- 
ened, became  philosophic. 
Looking  back  from  his 
death  bed,  he  is  comforted 
by  having  contributed  some- 
thing to  America. 

Any  mortal  who  seeks  only 
his  own  aggrandizement 
ends  up  a  spiritual  bankrupt, 
no  matter  how  many 
millions  he  may  acquire. 

-B.C.  Forbes 


A  Text  ... 

But  oh  that  God  would 
speak,  and  open  his  lips 
against  thee;  and  that  he 
would  shew  ye  the  secrets 
of  wisdom,  that  they  are 
double  to  that  which  is! 
-Job  11:5-6 


Sent  in  by  Sue  Lemontre, 
San  Diego,  Calif. 
What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


To  accomplish  great  things, 
we  must  not  only  act,  but 
also  dream;  not  only  plan, 
but  also  believe. 

-Anatole  France 

Killing  time  murders 
opportunities. 

-Anonymous 

The  great  thing  about 
getting  older  is  that  you 
don't  lose  all  the  other 
ages  you've  been. 
-Madeleine  L'Engle 

Happiness  is  good  health 
and  a  bad  memory. 
-Ingrjd  Bergman 

The  difference  between  a 
good  career  and  a  great 
career  is  the  ability  to 
leave  some  things  unsaid. 
-Keith  Herrmann 


The  secret  of  getting  ahead 
is  getting  started.  The  secret 
of  getting  started  is 
breaking  your  complex  over- 
whelming tasks  into  small 
manageable  tasks,  and  then 
starting  on  the  first  one. 
-Mark  Twain 

Treating  your  adversary  with 
respect  is  giving  him  an 
advantage  to  which  he  is 
not  entitled. 

-Samuel  Johnson 

More  than  9,000  "Thoughts,"  indexed  by  author  and 
subject,  are  available  in  a  three-volume  boxed  set  at 
$69.50.  Individual  volumes  are  available  for  $27.50. 

NEW!  The  "Thoughts"  Screen  Saver  Collection  of  over 
2,000  quotes  is  now  available  for  only  $19.95,  for 
Windows  37:  disk.  Send  your  order  with  payment  to 
Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340. 
Please  add  sales  tax  on  orders  in  New  York  State  and 
other  states  where  applicable.  For  faster  service  call 
1-800-234-4553  and  charge  to  your  credit  card. 


Managers  thinking  about  ac- 
counting issues  should  never 
forget  one  of  Abraham  Lin- 
coln's favorite  riddles: 
"How  many  legs  does  a  dog 
have,  if  you  call  a  tail  a  leg?" 
The  answer:  "Four,  be- 
cause calling  a  tail  a  leg 
doesn't  make  it  a  leg." 
-Warren  Buffett 

You  either  have  to  be  first, 
best,  or  different. 

-Loretta  Lynn 

My  last  birthday 

I  heard  'em  say, 
"He's  getting  on." 

I  didn't  scoff. 
It's  plain  to  see 

Youth's  better  "off." 
-Cecil  Baxter 

Experts  are  men  who  educate 
themselves  by  reading  each 
other's  books. 
-Anonymous  Irish  jurist 

When  you  fool  yourself 
you've  fooled  a  fool. 
-Robert  Half 

Our  enemies  approach  nearer 
to  truth  in  their  judgments 
of  us  than  we  do  ourselves. 

-La  Rochefoucauld 

I  postpone  death  by  living, 
by  suffering,  by  error,  by 
risking,  by  giving,  by  losing. 
-Anais  Nin 

Here  was  buried  Thomas 
Jefferson,  author  of  the 
Declaration  of  American 
Independence,  of  the  stat- 
ute of  Virginia  for  religious 
freedom,  and  father  of  the 
University  of  Virginia. 
-Iefferson's  self-epitaph 

We  can  do  no  great  thing; 
only  small  things,  with 
great  love. 

-Mother  Teresa 
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